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Abstract

Irrespective of the sector to which an organisation belongs, measuring and monitoring the
strategic performance is of paramount importance for survival and growth of the
organisation. While the balanced scorecard (BSC) remains the most widely recognised
performance measurement (PM) model by the academia and the practitioners, the
theoretical validity and generalisability of it for the nonprofit sector remains to be tested
via samples. In addition, the technical requirement of strategy maps acts as a deterrent to

the uptake of the BSC in the nonprofit sector.

In this research, the researcher theorised and empirically validated the nonprofit version of
the BSC (nonprofit BSC) using data collected from Australasian healthcare NPOs, using
an exploratory sequential mixed methods research platform. First, a conceptual model
was developed based on the literature on the BSC and relevant other PM models. Next,
the conceptual model was advanced into a causal predictive model (referred to as the main
theoretical model in this thesis) using qualitative data collected from senior managers
belonging to nine Australasian healthcare NPOs. In keeping the nonprofit BSC, the
researcher’s main theoretical model posits that the Mission of the NPO drives its Strategy,
which together drives its Financial Health, People, and the Infrastructure to enable the
Processes to deliver mission-related outcomes; the mission-related outcomes being
represented by Client Satisfaction, People Satisfaction, and Donor Satisfaction. Finally,
quantitative data collected from Australian and New Zealand healthcare NPOs, in the form
of survey responses (N = 223), were used to test the researcher’s theoretical models,
using the partial least squares based structural equation modelling approach. The
theoretical and practical contributions of the study are: (a) development of a theoretical
model that underpins the nonprofit BSC; (b) operationalisation of the constructs of the
model, which in effect, operationalises the nonprofit BSC; and (c) empirical development
of an overall organisational performance index linked to an associated scoring system.
The theoretical and practical implications of the study (Chapters Six and Eight) include
how the main theoretical model can be used to predict and explain successful performance
improvement interventions and unsuccessful performance improvement interventions,
how an organisation could develop its own performance measures without having to use a
strategy map, and general guidelines for performance improvement including how the
scoring system can be used for self-assessment. The limitations and future research

directions have been outlined in the conclusions chapter.
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CHAPTER ONE

INTRODUCTION

We cannot solve our problems with the same thinking we used when we created them.

Albert Einstein

1.1. INTRODUCTION

One thing that sets humans apart from other species in the planet is their quest for
improvement! Humans would like to monitor the performance of what they do (both
individually and collectively) now, so that they could create new goals for the future to
improve their current performance. An Organisation is a collection of individuals
working together to achieve a common goal (Schermerhorn, 2011). Therefore
measuring the performance of an organisation remains at the very heart of human

endeavour.

This chapter provides an introduction to the research area of interest, which is
performance measurement (PM) in nonprofit organisations (NPOs). Therefore, the next
section (section 1.2) provides the research background, which includes a description on
the nature and diversity of the nonprofit sector (section 1.2.1) and a brief introduction to
PM and PM frameworks (section 1.2.2). The next section (section 1.3) gives reasons
for undertaking the research. This is followed by a statement of aims and objectives of
the research (section 1.4), and for the sake of completeness, the corresponding research
questions (section 1.5). The research questions have actually been derived from the
synthesis of the literature (details in Chapter Three) and it is these research questions
that legitimise the objectives of the study. The next section (section 1.6) covers the
contribution of the research, both from a theoretical and practical standpoint. Section
1.7 states the limitations of the study (these limitations have been revisited in the final
chapter). Finally, section 1.8 describes the structure of the thesis along with an
explanation of how key elements of the thesis (thesis chapters and their subsections) are

linked to one another in maintaining the flow of the thesis.



1.2. BACKGROUND TO THE RESEARCH

All organisations exist to achieve certain high level (strategic) objectives. In the case of
nonprofit organisations (NPOs) most of these objectives, if not all, relate to serving the
community to make some positive impact on them (Salamon & Anheier, 1997). No
matter to which sector an organisation belongs (for-profit, public, nonprofit), it needs to
measure how it is performing in achieving its strategic objectives. Formal PM
Frameworks, such as the balanced scorecard (BSC) and the performance prism (PP)
have been prescribed as models or tools that aid managers in developing appropriate

performance measures to suit the strategic objectives of individual organisations.

Historically, performance reporting (hence PM) focused on the requirements of the
owners (shareholders) of private sector organisations; the owners required financial
information to ensure that they get the expected returns on the investments that they
make. The managers who managed the organisations on behalf of the owners also
needed financial information to take corrective action, when needed. Kaplan and
Norton (1992) developed a more balanced perspective on performance reporting by
including financial as well as nonfinancial dimensions (the BSC). The BSC is based on
the premises that long-term financial sustainability of an organisation depends on how

well it excels in certain other nonfinancial dimensions (Kaplan, 2008).

The main focus of formal PM frameworks is facilitating the generation of performance
measures along predefined measurement areas (more technically, performance
dimensions). For example, the BSC prescribes four performance dimensions while the
PP prescribes five dimensions. While there is an underling theory for prescription of
dimensions in each PM framework, there is no generalisable theory that underpins PM
in the nonprofit sector (LeRoux & Wright, 2010). For example, the BSC for NPOs
explains that having formulated logically connected strategic objectives (a strategy map)
to achieve the mission, the managers should align each strategic objective to one of the
four predefined performance dimensions (Learning and Growth, Internal Processes,
Customer and Financial) and then choose at least one performance measure to relate to
each strategic objective, given the four dimensions within which the managers have to
work. One can argue that an organisation’s strategy map explains how the strategies of

an organisation causally relate to one another and how PM contributes in helping a NPO



to achieve its end goal (mission achievement). However, a strategy map can differ
considerably from one organisation to another, thus restricting the generalisability of
strategy maps even across similar organisations (e.g. organisations that provide the
same type of service). Therefore the theory underling the BSC needs to be scrutinised

and further developed, where necessary.

The operation and scope of NPOs can differ from country to country (e.g. USA versus
New Zealand) as well as activity to activity (e.g. professional services versus
community healthcare services). There are eight internationally accepted country
clusters categorising NPOs and unsurprisingly, both New Zealand and Australia fall
into the same cluster. This research focuses on generating and testing a theory that
underpins PM in NPOs in New Zealand and Australia that provide community

healthcare services.

1.2.1. The Nature, Diversity, and Growth of the Nonprofit Sector

In basic terms, a NPO is a tax exempt organisation. Therefore a NPO is a social entity
that is organised for purposes other than generating profit, in the sense no part of the
organisation's income is distributed to its members, directors, or officers (Barczak,
Kahn, & Moss, 2006; Wu & Hung, 2008). Often NPOs are referred to as nonstock
corporations to imply that a NPO does not have any owners holding equity (stocks) but
can shadow a stock holding corporation in running day to day affairs. A NPO can
however be formed as a corporation, an individual enterprise, an unincorporated
association, a partnership, a foundation or a condominium (Brody, 2006). More recent
legislation in certain jurisdictions (e.g. England and Wales) allow a NPO to function as
a “charitable incorporated organisation” similar to a limited liability organisation but
without being subjected to company law, when the aim of the organisation is to provide
educational or charitable purposes (Morgan, 2010). Many NPOs are tax exempted and
on occasions, they are also exempted from local taxes (sales or property taxes).
Although NPOs can be formed as incorporated or unincorporated associations, the latter

category of NPOs may not be eligible for tax exempt status in some jurisdictions.

Although the nonprofit sector is referred to by various names, each of these names

emphasises only one aspect of NPOs, making light of what could be accepted as a



comprehensive definition (Salamon & Anheier, 1997). For example, the term third
sector reminds us that NPOs differ from private and public sectors; the term voluntary
sector emphasises the importance of the role being played by the volunteers in the
sector; the term independent sector refers to the important role being played by these
organisations as a third force that is independent from the government; the term
charitable sector reminds us that NPOs look after the social wellbeing for no financial

gain.

In addition to the above, there are some salient features of the nonprofit sector that
distinguish it from the other sectors. Culture is the most prominent feature of NPOs; a
warm, friendly and hospitable culture is pervasive in this sector. Since NPOs are
mission driven organisations, the motive force of them is the passion for the mission.
The mission of an organisation (nonprofit or otherwise) is a statement that clarifies the
purpose of the organisation, indicating “why it is doing what it does” (Bryson & Alston,
2004, p. 67). All the members in a NPO—the executives, paid employees and
volunteers—work dedicatedly to achieve the mission of the organisation. They gain
satisfaction from accomplishing their tasks and seeing or believing that they contribute
towards achieving the mission (Allison & Kaye, 2001; Barczak et al., 2006; Duque-
Zuluaga & Schneider, 2008). In for-profit organisations the mission serves only as a
means to an end (e.g. profitability) while in NPOs the mission serves as the end in itself

(Barczak et al., 2006; Kanter & Summers, 1994).

There is a scarcity of resources in most NPOs, more so in small and medium sized
NPOs; these organisations lack skilled decision makers (senior managerial personnel),
other skilled personnel, and physical resources—to perform well (Allison & Kaye,
2001). Thus, these organisations are often resourced with less skilled and less
experienced staff, which does not help in any way in measuring and managing

performance.

In addition to the constraints mentioned above, NPOs face limitations in their flexibility
to achieve their desired social impact (Kanter & Summers, 1994). This is mainly
because NPOs are mission-driven and measuring the success or otherwise of achieving
the mission (generally speaking, measuring the desired social impact) is very

challenging (Bryson, 2011; Duque-Zuluaga & Schneider, 2008; Forbes, 1998; Kanter &
4



Summers, 1994). There are also political difficulties in designing measurement systems
that accommodate the interests of various stakeholders in NPOs and this has also
dampened the level of mission achievement measurement within the sector (Duque-
Zuluaga & Schneider, 2008; Ritchie & Kolodinsky, 2003). Freeman (1984, p. 46)
defines a stakeholder of an organisation as “any group or individual who can affect or
is affected by the achievement of the organization’s objectives”. Studying
organisational effectiveness in NPOs through standard PM tools also becomes complex
due to their legal and financial status because of issues related to accountability; in spite
of years of intense debate among scholars, there is very little agreement among them as
“to whom” and “for what” NPOs are accountable (Andreaus & Costa, 2014). Yet
another challenge in nonprofit PM is to generate quantitative measures on the intangible
services that they provide in pursuing their unstructured goals (Barczak et al., 2006;

Kanter & Summers, 1994).

For-profit sector’s success is mainly associated with profit and loss accounts, figures
and the availability of myriads of quantitative measures to indicate profitability. This
apparatus cannot create similar results for NPOs (Kanter & Summers, 1994; Moore,
2003). Unlike the for-profit organisations, NPOs have goals and services which are
more intangible and harder to define (Kanter & Summers, 1994). Donors, beneficiaries
(people receiving the services/community) and workers have different views about the
quality of service of a NPO. In PM, this translates to measuring social value more than
financial (economic) value. However, NPOs need financial stability to deliver their
services to customers and for administrative tasks. Most NPOs depend heavily on
external funding or philanthropic grants, such as donations from other organisations,
governments or private donors. The NPO’s mission allows them to attract donors and
government support because the donors believe that they donate for a good cause
(Barczak et al., 2006). In the case of some grants, NPOs are subjected to the conditions

that come with the grants.

Arguably, the two most important groups belonging to a NPO are the governing board
and the volunteers (Renz & Anderson, 2014). The main responsibility of the governing
board of a NPO is to make sure that the organisation serves the community
requirements and the board contributes actively in achieving the success of the

organisation (mission accomplishment). Unfortunately, as mentioned before, scarcity
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of skilled people to govern NPOs impose a constraint on achieving organisational
success (Allison & Kaye, 2001). Volunteers are a salient feature in NPOs and in fact,
the board of directors themselves are volunteers as they are not paid as their
counterparts in for-profit organisations (Salamon & Anheier, 1997); the voluntary
employees contribute in providing the input to the NPO by way of knowledge and time
in administrative or fieldwork for no financial return. In the absence of the volunteers,

it would not be possible for a NPO to provide the services to the community.

The nonprofit sector is a fast growing sector (i.e. nonprofit sector growth rate > GDP
growth rate) showing substantial economic presence in western countries throughout the
world. Figure 1.1 depicts the growth rates of the sector in five western countries, based
on the study reported by Salamon, Sokolowski, Haddock, and Tice (2013); Samalon et
al. analysed the nonprofit sector in several countries using longitudinal secondary data
covering the period 1990s through to mid-2000s. It is evident from Figure 1.1 that the
GDP contribution of the NPOs in the five countries (unfortunately New Zealand was
not included) outpaced the growth of the economy. Salamon et al. reported that the
nonprofit sector contribution to the GDP in the five countries expanded at an average
rate of 7.7% per year as against an average GDP growth rate of 5.9% (Salamon et al.

reported that the value of volunteer time is not included the figures).

HNPOs
m GDP

usS Canada Belgium Norway Australia

Figure 1.1: Nonprofit sector and GDP growth rates of five selected countries



With the growth of the sector, the question of accountability of the sector has become
more and more pertinent and important. There is immense pressure from funders,
governments, clients and the general public for NPOs to become more accountable for
their actions (Andreaus & Costa, 2014; Young, Bania, & Bailey, 1996). Therefore
performance monitoring of these organisations has become a necessity rather than
optional. Unfortunately, the sector needs a unified, reliable and valid PM framework to

monitor the performance both at organisational level and sector/subsector level.

1.2.2. Performance Measurement and Performance Measurement Frameworks

A PM system can be defined as a “set of metrics used to quantify both the efficiency
and effectiveness of actions” implemented to achieve the strategic goals of an
organisation (Neely, Gregory, & Platts, 2005, p. 1229). The theoretical framework of a
PM system facilitates the generation of performance metrics along predefined
measurement dimensions. For each PM dimension, managers need to determine the
appropriate set of measures to gauge the organisational performance (Kennerley &
Neely, 2002). The measures are required to be derived from the strategy; they should
be action-oriented and as a whole, reflect a balanced view of performance (Anthony &
Govindarajan, 2007; Neely et al., 2005). A brief introduction to key existing PM

frameworks follows.

The Balanced Scorecard

The BSC was developed by Kaplan and Norton (1992) from case research involving
several leading US companies. The BSC is premised based on the “theory of the firm”,
which posits that the operational objective of a firm is to maximise net benefits of future
returns to the shareholders (owners). Kaplan and Norton found that if a firm is to
sustain long-term financial performance, it should not just look at the financial
dimension alone but should also look at customer performance, processes, as well as
tangible and intangible inputs that feed the processes (Kaplan, 2008). Consequently, as
mentioned earlier, the BSC entails four measurement perspectives (dimensions) aligned
in a sequential order: Learning and Growth (process input), Processes, Customer, and

Financial (Kaplan, 2008; Neely, 2007).



The BSC has come a long way from being a mere management accounting tool to a
strategic decision making mechanism through a number of revisions and refinements
(Anon, 2008; Kaplan, 2001, 2008; Lawrie & Cobbold, 2004). There is ample evidence
in the literature to show that the BSC receives considerably greater practitioner and
academia acceptance over alternative PM frameworks (details in Chapter Three).'
Current versions of the BSC require performance measures to be aligned to strategic
objectives in a causally logical manner representing the four PM perspectives of the

scorecard (Hoque, 2014; Kaplan, 2008; Lawrie & Cobbold, 2004).

A nonprofit version of the BSC was published by Kaplan in 2001(Kaplan, 2001). The
primary difference between the theoretical underpinnings of the two frameworks is that
whereas the regular BSC posits that it is the shareholder objectives that drive the
strategy of the organisation, the nonprofit BSC posits that it is the organisation’s
mission that drives the strategy and not anything else (Kaplan, 2001; Niven, 2008). The
researcher argues that although the mission driven notion is a sound argument, the
underlying theory of the nonprofit BSC still requires refinements (details in Chapter
Three). The following key shortcomings® of the nonprofit BSC are highlighted by the
researcher: (a) lack of clarity on which customers (donors or clients) should represent
the customer perspective; (b) lack of full consideration of key stakeholders (workforce
satisfaction, which is vital to NPOs has been overlooked); (c) the role of financial
outcomes; (d) inadequate explanation on causality; (e) difficulty in quantifying the
overall organisational performance and the weights each measurement perspective (and
its subparts) should carry; and, (f) lack of guidance on how a NPO could develop its

own performance measures.

The Performance Prism

The PP was developed by Neely (2007) and his colleagues. The PP captures five facets
on performance management: Stakeholder Satisfaction, Strategies, Processes,
Capabilities, and Stakeholder Contribution. The salient facet of this model is
Stakeholder Contribution which is not considered in many other PM systems (Forcada,
Ramis-Pujol, & Cusumano, 2008). Although the PP pays more attention to the

stakeholders, it suffers from several shortcomings: no clear link between the strategic

' For a quick look, see Figure 3.1 in Chapter Three.
' For a summary, see section 3.6.



indicators and the operational indicators, inadequate guidance as to how the prism
should be practically implemented for performance improvement, weak theoretical
grounding (the causal propositions are muddled), and lack of empirical support
(Mendibil & MacBryde, 2005). Like the BSC, the PP does not prescribe how the

overall performance could be quantified.

The Logical Framework

The logical framework (Kellogg Foundation, 2006) is a PM framework that has been
designed to assess the social impact of any economic activity (profit driven or
otherwise) that has a stake in the society. The framework consists of six performance
dimensions arranged in the following causal order: Resources (inputs), Activities
(processes), Outputs, Outcomes, and Impact. Although the logical framework looks
beyond the inputs, processes, and outputs (the traditional systems notion), which is
particularly relevant for NPOs, it is primarily being used to monitor performance at
project level, rather than organisational level (Maas & Liket, 2011), thus limiting the

possibility of being used for strategy implementation, monitoring and control.

Excellence Frameworks

Excellence frameworks such as the Baldrige Excellence Framework (USA) and the
European Foundation for Quality Management (EFQM) Excellence Model are designed
to produce multiple benefits to organisations: strategic PM, sharing and dissemination
of best practices, and benchmarking (Grigg & Mann, 2008; Saunders, Mann, & Smith,
2007).  Although these frameworks capture performance aspects related to key
stakeholders (e.g. the workforce, customers/community, and donors) and promote
leadership accountability, the researcher maintains that the universalistic nature of them
(framework is claimed to be suitable for any organisation in any sector) is not in line
with the researcher’s fundamental argument that nonprofit management is different

form for-profit management (details in section 2.3).



1.3. RESEARCH MOTIVATION

Despite a plethora of studies on PM in NPOs (section 3.4), the literature review
revealed a number of knowledge gaps in PM as applied to NPOs (see section 3.6).
More importantly, the researcher identified that these gaps could be addressed through a

single research project (hence this thesis).

The BSC (by far most widely accepted PM framework by the academia and the
practitioner community) provided a reasonable theoretical basis for nonprofit
performance management but the literature synthesis resulted in unearthing several
knowledge gaps (these were briefly mentioned in the previous section). The researcher
also identified that alternative PM frameworks addressed some shortcomings of the
BSC, but these had their own inherent weaknesses, which may partly explain why

alternative PM frameworks have not been as widely accepted as the BSC.

The researcher also observed that the literature lacks large sample quantitative studies
that examine the validity of the BSC in the nonprofit sector. In addition, there were
very few studies that covered the Australasian nonprofit sector in healthcare (the
healthcare sector is a reasonably homogeneous sector that favours case study type field

research, which the researcher used in the theory development phase of her study).

All of the above meant that there was scope for a substantial theoretical contribution by
way of theory development (developing a generalisable PM framework for NPOs using

the BSC as the conceptual framework) and theory testing.

While the main motivation for undertaking the study was to address the knowledge gaps
(not to mention the exciting fieldwork that invited mixed methods research) to make a
significant theoretical and practical contribution, an added motivation was the
phenomenal growth in the nonprofit sector (relative to the overall economy) in the
Australasian region and the need for robust reliable PM systems to improve
accountability of the sector. According to the Australian Bureau of Statistics (2015),
from virtually a handful of entities 50 years ago, the Australian nonprofit sector has
soared to 56,894 registered organisations at the end of June 2013 employing some

1,081,900 people, which is 9.3% of the Australian workforce (in addition to over 3.9
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million volunteers) with an industry value addition of $79.2 billion (also see Figure
1.1). Similar patterns exist in New Zealand (Sanders, O’Brien, Tennant, Sokolowski, &
Salamon, 2008; Welch, 2007). The large number of potential respondents available also
makes theory testing (validating the conceptual model) possible through appropriate

statistical techniques.

1.4. AIMS AND OBJECTIVES OF THE STUDY
1.4.1. Research Aim

The aim of the research was to develop and test a generalisable PM system that could be

used by NPOs to assess their strategic performance.

1.4.2. Research Objectives

The specific objectives of the study were as follows:

1. To determine how the BSC’s performance dimensions (domains) should be
augmented and operationalised to predict and explain the strategic performance

of NPOs.

2. To develop a scientifically validated performance measurement instrument to

test the validity of the BSC’s performance dimensions (as augmented).

3. To test the theoretical causal relationships (i.e. the structural relationships)
between BSC measurement domains and interpret the results from a theoretical

and practical perspective.

4. To determine empirical weights for each performance dimension (and its

subparts) to enable NPOs to assess their overall strategic performance.
5. To compare and contrast the researcher’s PM framework with the existing PM

frameworks—in particular the BSC, which enabled the researcher to initiate her

theory development.
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The general objective of the study is to develop guidelines for practitioners in NPOs to

help them to assess the strategic performance of their organisations.

1.5. RESEARCH QUESTIONS

Formulation of research questions requires a careful synthesis of the literature (Chapter
Three) to identify the knowledge gaps. This chapter (mainly section 1.3) provided only
a concise summary of the knowledge gaps. The researcher has provided a full
justification of her research questions in Chapter Three (in particular, see section 3.6).
For the sake of completeness, the research questions are summarised in this chapter as

follows.

RQ1. What set of PM dimensions constitute an integrated PM system for NPOs?

RQ2. What are the operational definitions of these PM dimensions?’

RQ1 involves formulating a theory (using the nonprofit BSC as the initial
conceptualisation) that predicts and explains how the Mission of a NPO drives its
strategies to achieve Stakeholder Outcomes to achieve its Mission. The constructs of
the researcher’s theoretical framework (model) represent the PM dimensions related to
nonprofit PM. The second research question relates to operationalisation of the PM
dimensions of the researcher’s theoretical framework. After answering RQ2, the next
step would be to test the hypothesised theoretical relationships (RQ1) between the

constructs. This leads to third research question.

RQ3. How do the PM dimensions relate theoretically to one another in explaining the

achievement of strategic objectives of a NPO?

After scientifically validating the researcher’s PM framework (i.e. answering the RQ3),

it is important to guide the practitioners/managers how to use the PM model to assess

* The term operational definition refers to making abstract concepts (constructs) concrete by defining

how these concepts are measured (in concrete terms) within the causal structure within which the
constructs are related. Testing and validating a survey instrument that captures the abstract constructs
fulfils this requirement (Cooper & Schindler, 2014).
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the overall performance (in numerical terms, as a score) of their organisation. This

leads to fourth research question.

RQ4. What weighting should managers give to each PM dimension and its subparts in

assessing the overall strategic performance of a NPO?

The overall research question of the study is:

What are the performance dimensions that underpin PM in a NPO and how

are these dimensions causally related?

The reader should note that the researcher uses the terms “performance dimensions” and
“PM dimensions” interchangeably throughout this thesis. The nexus between the

research questions and research objectives are shown in Figure 1.2.

------- Literature Review (Chapter Three) Introduction (Chapter One) -
(Knowledge gaps)

> | RQI —| Objective | | <~
/‘/ e

> | RQ2 S Objective 2 | <l

> RQ3 Objective 3 P

EE— RQ4 Objective 4 <

Objective 5 Pa—

Figure 1.2: The nexus between research questions and research objectives
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1.6. RESEARCH CONTRIBUTION
Theoretical Contribution

The major theoretical contribution of this study is adding new knowledge by way of
deriving a scientifically validated PM framework for NPOs. The study addresses
several knowledge gaps in the nonprofit BSC and therefore it helps academia expand
current knowledge on the theoretical basis of the BSC dimensions. This is because the
core proposition of the nonprofit BSC “mission drives the strategy to align tangible and
intangible resources (organisational leaning and growth) to feed processes to achieve
mission-related outcomes” is retained in the researcher’s theoretical framework (hence

the PM framework that she developed).

The study is unique because it is the first of its kind that attempts to examine the
generalisability of any PM framework across the nonprofit sector. The reader should
note that the study was limited to the Australasian healthcare sector due to theoretical
and practical reasons. The researcher uses fieldwork to: (a) improve the theoretical
framework of the BSC (via small sample qualitative data), (b) test the
operationalisations of the performance dimensions of her PM framework as well as the
hypothesised theoretical relationships between the performance dimensions, and (c) to
determine empirical weights for each performance dimension and its subparts ((b) and
(c) via large sample quantitative data). The study also uncovers contextual information
of the nonprofit healthcare sector in the Australasian region (e.g. issues underlying PM,

key resources required, key stakeholders) which may also lead to further research.

Practical Contribution

The major practical contributions of this study are: (a) the researcher’s PM framework,
(b) the PM instrument for NPOs, (c) the scoring system developed by the researcher,
and (d) general guidelines given by the researcher on how to use her PM framework to

improve the strategic performance of a NPO. Each of these is explained in turn.

The researcher’s PM framework, which has been tested empirically, explains how
mission-related outcomes (stakeholder satisfaction) are achieved through the
organisation’s strategy by aligning its tangible and intangible resources to feed its

processes. Thus managers can use the researcher’s PM framework to explain successful
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strategy implementation and unsuccessful strategy implementation (academia may view
this as a virtue of a good theory). The PM instrument developed by the researcher to
test her PM framework can be used by practitioners to self-examine how their
organisation is performing in the leading indicators of mission-related outcomes as well
as the mission-related outcomes themselves. Parent organisations may use the PM
instrument and the associated scoring system (an explanation follows) to benchmark its
umbrella organisations to help them learn from each other. The scoring system
developed by the researcher to weight each performance dimension (domain) and its
subparts to determine the overall organisational performance should further help
practitioners in self-examination of their organisation’s performance. The guidelines
given by the researcher on how to use her PM framework to improve strategic
performance includes an explanation of what her PM framework explains, how to self-
examine strategic performance, and how they could identify performance metrics on
each of the performance dimensions entailed in the PM framework. The benefits of

these guidelines to the practitioner could be substantial.

1.7. LIMITATIONS OF THE STUDY

The study uses data collected from the Australasian nonprofit healthcare sector only.
This applies to both theory refinement, operationalisations of PM dimensions (based on
small sample qualitative data), and theory testing (based on large sample quantitative
data). Generalisations of this study should be made with caution, even within nonprofit
healthcare. The nonprofit sector is a very diverse/heterogeneous sector®, although

confining the study to the healthcare subsector reduces the heterogeneity substantially.

Due to resource constrains (time, funding etc.) the researchers’ PM framework and the
PM instrument could not be tested for practical usability/validity in a longitudinal type
of a study. For this reason this research requires a follow-up study to reap its full

practical benefits.

In addition to the above, the study does not examine in any great detail to what extent
the findings can be used in public sector performance management (public sector

performance management is not covered in this study). Both the public sector and the

* For a detailed examination of the sector see Salamon and Anheier (1997).
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nonprofit sector provide social goods (sometimes goods provided by one sector happens
to be close substitutes of the goods provided by the other sector) and although the PM
fraternity treat performance management in both sectors as being similar—for example
Kaplan (2001), the inventor of the nonprofit BSC asserts that the scorecard can be used
by public enterprises also—certain differences between the two sectors may mean that

the findings of this study could be less useful to the public sector.

1.8. THE STRUCTURE OF THE THESIS

The rest of the thesis is structured as follows.

Chapter Two provides an overview of NPOs. This begins with a historical background
of NPOs (how and why they evolved) and a comprehensive definition and classification
of NPOs. This is followed review of corporate governance and accountability literature,
particularly in relation to NPOs. The researcher then introduces the nonprofit sector in
Australasia along with an explanation of how healthcare NPOs are classified in
Australia and New Zealand. The researcher then elaborates on the challenges of
nonprofit PM introduced in Chapter One. In essence, Chapter Two provides the

contextual information on NPOs required for the research.

Chapter Three provides a synthesis of the primary literature relevant to achieve the aims
and objectives of the study. The key areas covered in this chapter includes review of
the literature on the theoretical underpinnings of the BSC and other relevant PM
frameworks, studies that examined various facets of the validity of the BSC (BSC
implementation studies, conceptual papers, and empirical studies), identification of

knowledge gaps, and the research questions.

Chapter Four covers the research methodology. This chapter begins with an overview
of paradigms available to conduct social research. This is followed by coverage of
relevant literature on mixed methods research and justification of the paradigm chosen
by the researcher. The chapter then presents a conceptual model (based on the extant
literature) to commence fieldwork. This is followed by a description as to how the
conceptual model was developed into a testable theoretical model of PM by conducting

fieldwork (small sample qualitative data collection in a case study setting). This
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description includes how the performance dimensions were operationalised and how the
hypotheses (theoretical relationships between performance dimensions) were
formulated (these relate to RQ1, RQ2 and RQ3). Next, the chapter describes the
development of the quantitative survey questionnaire that was used to test the
operational definitions of the performance dimensions and theoretical relationships
(hypotheses). This is followed by a description of how the survey was administered and
data were analysed to examine the hypothesised relationships (the data analysis

provided concrete answers to RQ1 through RQ3).

Having dealt with the methodology associated with the theoretical model (known as the
main model in this thesis), the researcher developed an ancillary theoretical model to fit
survey data to the model, to estimate empirical weights for each performance dimension
and its associated subparts (this relates to RQ4). Finally, the researcher looks at her
methodology in retrospect to compare it against the quality criteria prescribed in mixed
methods research. Parts of this chapter have been published in three conference
proceedings. An overview of the study was presented at the 11" ANZAM Operations,
Supply Chain and Services Management Symposium (Soysa, Jayamaha, & Grigg,
2013b), description of the adopted methodology was presented at the 2013 Performance
Management Association of Australasia (PMAA) Conference (Soysa, Jayamaha, &
Grigg, 2013a) and the development of the conceptual model was presented at 12
ANZAM Operations, Supply Chain and Services Management Symposium (Soysa,
Jayamaha, & Grigg, 2014).

Chapter Five reviews the literature on tools and techniques used in positivistic social
and behavioural science research to test theoretical models containing abstract concepts;
performance dimensions are abstract because they are not directly observable. The
purpose of this chapter is to better inform both the researcher and the reader of the
specific psychometric (measurement of abstract concepts) principles, statistical theory

and modelling relevant to the study.

Chapter Six covers results and discussion of the case study. Upon showing the relevant
details of the case study organisations (n = 9) and their respondents, the chapter shows
the qualitative data collected from the respondents. These qualitative data are first

presented as ‘fragmented responses’ under each theme (performance dimension) and
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subtheme. The chapter then engages in a detailed discussion on each theme and
subtheme, using quotes provided by the respondents. This is to shed more light on what
each theme represents, from a PM perspective. Thereafter, the chapter provides the
operational descriptions of each performance domain (along with the final theoretical
model), which enabled the researcher to translate these descriptions in an alternative
format to develop the quantitative survey questionnaire. The chapter then discusses the
theoretical and practical implications of the case study findings. In effect, the chapter
answered RQ1 and RQ2, allowing the researcher to achieve the first two research
objectives. A significant portion of the contents in Chapter Six will appear in a

forthcoming article in the TQM Journal (Soysa, Jayamaha, & Grigg, 2016b).

Chapter Seven discusses the descriptive statistics of the quantitative data collected. The
statistics reported in this chapter facilitate the discussions provided in the next chapter.

Chapter Eight covers the results and discussion on the hypothesised theoretical
relationships in the PM framework as well as the parameter estimates of the ancillary
theoretical model. Operational definitions that were not supported by data are also
highlighted. Although results and discussion provided in Chapter Six addressed the first
two research questions (RQ1 and RQ?2), it is the results and discussion in Chapter Eight
that comprehensively answer these research questions as well as the third research
question (RQ3); in answering the first three research questions, the researcher achieved
the third research objective. A substantial portion of the aforementioned components of
Chapter Eight is in the final stages of review (minor revisions) in the Total Quality

Management & Business Excellence journal.

The parameter estimates of the ancillary theoretical model along with the empirical
weights of each performance dimension and its subparts are also presented and
discussed in Chapter Eight. This answered the fourth research question (RQ4) to enable
the researcher to achieve the fourth research objective. The implications of the findings
on the ancillary model to management practice have also been discussed in the chapter.
The development of the ancillary model as well as the results and discussion were
presented at the 2016 Performance Management Association (PMA) Conference (26-29
June) held in Edinburgh, Scotland, UK (Soysa, Jayamaha, & Grigg, 2016a). Towards
the end of Chapter Eight, the researcher compares her PM framework with the BSC and
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Excellence Models. This achieved the fifth research objective. See Appendices F and
G for all publications related to this study.

Chapter Nine, the final chapter, covers the conclusions of the study in relation to the
research questions and research objectives. A justification of theoretical and practical
contributions of the study has been provided, along with potential future research

directions.

The links between the research questions, research objectives, key findings and the

thesis chapters are depicted in Figure 1.3.
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CHAPTER TWO

INTRODUCTION TO NONPROFIT ORGANISATIONS

Write what you know. That should leave you with a lot of free time.

Howard Nemerov

2.1. INTRODUCTION

This chapter provides the necessary theoretical grounding on nonprofit organisations
(NPOs) for the researcher’s study. In section 2.2 the researcher provides an overview of
the origin of the modern NPO. This section also provides an operational definition of
NPOs to reliably distinguish NPOs from for-profit and government organisations.
Widely accepted theories that explain the existence of NPOs alongside for-profit and
government organisations are also explained in section 2.2. The next section (section
2.3) covers the complementary concepts corporate governance and accountability,
particularly in relation to NPOs. The relevant competing theoretical frameworks on
corporate governance—agency theory, stakeholder theory and resource dependence
theory—are also covered in section 2.3, again particularly in relation to NPOs. Section
2.4 reviews the nonprofit sector in Australasia while section 2.5 describes how the
nonprofit healthcare sector is structured in the region. Section 2.6 emphasises the
challenges NPOs face in measuring and monitoring strategic performance. Finally,

section 2.7 concludes the chapter by highlighting the key points covered in the chapter.
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2.2. NONPROFIT ORGANISATIONS: THE GENESIS, DEFINITION AND
ECONOMIC THEORIES

2.2.1. The Genesis of NPOs

In 1601 the British government passed the ‘Charitable Uses Act 1601°, which stipulated
the purposes for which private cash could be used for the supply of public goods, with
social recognition tagged into it. Until that time, it was rare to direct money to any
other purpose but the benefit one's heirs, upon one’s death (Cordery & Baskerville,
2007). The British Charter of Rights (1689) passed by the British parliament stipulated
the rights and liabilities of the British subjects to petition the monarch without fear of
any repercussion. A similar bill was passed in the United States, namely the US Bill of
Rights (1791), to limit the power of the US federal government to enable the US
citizens the freedom of enjoying the natural rights, as they are known today. These
include, the freedom of forming associations, the freedom of speech, the freedom of the
press to publish news and many other rights, which we take for granted today. These
statutes are regarded as the precursors of nonprofit associations. The notion of the
‘nonprofit organisation’ as a unified sector, goes back to 1970, although some
educational and religious organisations such as the churches have a long history and
tradition of serving the public for nonfinancial gain (Hall, 2005). Religion has always
been a facilitator for nonprofit activities because ‘giving’ is a deep routed concept in the
Christian, and many other faiths. The religious community has an impact on education,
health care, human services, arts and advocacy. Religious organisations have created a

network of ‘faith-based schools’, hospitals and human services groups (Hall, 2005).

When it became legal to do so, people started forming associations, foundations and
institutions to deliver human services, promote grass-roots economic development,
prevent environmental degradation, protect civil rights and pursue a variety of other
objectives formerly unattended or left out by the governments (Salamon, 1994).
Salamon observed that the growth of the nonprofit sector springs from the pressures of
individual citizens, outside institutions and the governments themselves. The
emergence of NPOs brought about not only a distinct set of social and technological
changes but also confidence in the capability of the government. Broad historical
changes have thus opened the way for alternative institutions that can respond more

effectively to certain human needs—in economic terms, provision of ‘collective goods’
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(Salamon, 1994; Weisbrod & Dominguez, 1986). With their small scale, flexibility and
capacity to engage grass-roots energies, NPOs become ideally suited to fill the resulting

gap (Salamon, 1994).

2.2.2. Defining NPOs

As mentioned in the Chapter One, the differences between NPOs and public and private
organisations give rise to a need for a structural-operational definition of NPOs. The
characterisation and definition of the nonprofit sector as well as classification of
organisations belonging to the sector (this eventually resulted in an international
classification of NPOs) are a result of pioneering work done by Lester Salamon and his
associates at the Johns Hopkins University (JHU), USA. In one of the key research
projects, Salamon and his associates examined the structure and characteristics of NPOs
in over 13 countries to understand the structure of NPOs in the US and elsewhere
(details in Salamon & Anheier, 1997). This project published country-specific findings
through a series of working papers; for the New Zealand country study, see Tennant,
Castle, O‘Brien, Salamon, and Sanders (2006); for the Australian country study, see
Lyons, Hocking, Hems, and Salamon (1999). The JHU study identified five key
structural and operational features of a NPO (Salamon & Anheier, 1997). Each of these

is described in turn.

The first key feature is that NPOs are organised. The term ‘organised’ was used by
JHU researchers to mean that NPOs are highly structured in that they are methodical
and efficient in their arrangement and operations, whether or not they are legally
registered. The second key feature is that NPOs are private. The term ‘private’ was
used to mean that the nonprofit sector is not ‘another arm of the government’, although
NPOs are meant to provide basically the same collective goods that a government
usually provides, for which, most NPOs receive government funding (Salamon &
Anheier, 1997). The third key feature is that NPOs are not profit distributing.
According to Salamon and Anheier, this feature is the most pervasive characteristic of a
NPO; by law, a NPO should exist for purposes other than generating profit; no part of
the organisation's income is allowed to be distributed to its members, directors, or the
officers. The fourth key feature is that NPOs are self-governing. This refers to the fact

that NPOs have their own ways and means of pursuing their operations and achieving
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targets. The fifth and final feature is that NPOs are voluntary. NPOs emphasise its
membership and the community that donation of money or time are not required by law
but desired for achieving a specific mission (Salamon & Anheier, 1997). The
aforementioned final feature of a NPO highlights the importance of the role being

played by the volunteers in the nonprofit sector.

The aforesaid structural-operational definition has been tested for descriptive validity in
every country covered by the project (41 countries including Australia and New
Zealand). The objective of these studies was to determine whether or not the five factor
definition of Salamon and Anheier (1997) is wide enough a definition to embrace the
different range of organisations that are considered to be part of the nonprofit sector
worldwide; in particular, the researchers verified that the definition distinguishes NPOs
from for-profit and government organisations at a global level. The tests found that
although there are certain country specific characteristics in the sector, the said
structural-operational definition of NPOs is robust enough to be used as an international

standard to classify NPOs.

2.2.3. The International Classification of NPOs

According to the International Classification of Nonprofit Organisations (ICNPO),
NPOs are classified under 12 main activity groups. The ICNPO subdivides the 12 main
activity groups into 30 subgroups (Table 2.1). Even though subgroups can be further
divided based on activity, stratification at activity level is not incorporated in the
ICPNO, because NPOs differ from one jurisdiction to another at activity level (Salamon

& Anheier, 1997).

Table 2.1: International Classification of Nonprofit Organizations (Salamon & Anheier,

1997)

Groups (Code) Subgroups (Code)

Culture and arts (1 100)

Culture and recreation (1) Recreation (1 200)

Service clubs (1 300)

Primary and secondary education (2 100)

Education and research (2)

Higher education (2 200)
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Groups (Code)

Subgroups (Code)

Other education (2 300)

Research (2 400)

Health (3)

Hospitals and rehabilitation (3 100)

Nursing homes (3 200)

Mental health and crisis intervention (3 300)

Other health services (3 400)

Social services (4)

Social services (4 100)

Emergency and relief (4 200)

Income support and maintenance (4 300)

Environment (5)

Environment (5 100)

Animals (5 200)

Development and housing (6)

Economic, social and community development (6 100)

Housing (6 200)

Employment and training (6 300)

Law, advocacy and politics (7)

Civic and advocacy organizations (7 100)

Law and legal services (7 200)

Political organizations (7 300)

Philanthropic intermediaries and
voluntarism promotion (8)

Philanthropic intermediaries (8 100)

International Activities (9)

International activities (9 100)

Religion (10)

Religious congregations and associations (10 100)

Business and professional
associations, unions (11)

Business and professional associations, unions (11 100)

Not elsewhere classified (12)

Not elsewhere classified (12 100)

Through a study involving 41 countries, the researchers at the JHU identified eight

country clusters that characterise NPOs: Welfare Partnership, Anglo-Saxon, Nordic,

Eastern European, Asian Industrialised, Latin American, African, and Other Developing

(Salamon & Sokolowski, 2004). In particular, the JHU researchers considered the basic

structure, the size of the sector, level of volunteer participation, revenue, level of

development, social and political history, geographical region, culture and traditions of

each country, in creating the eight country clusters. Needless to say, New Zealand and

Australia fall into the Anglo-Saxon cluster.
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2.2.4. Theories That Explain the Existence of NPOs

There are three well-known economic models in the nonprofit literature (e.g. Bowman,
2011; Steinberg, 2006) which collectively explain why NPOs exist. In his pioneering
work, Weisbrod (1975) argued that the nonprofit sector exists because of the failure of
the government sector to supply a certain quantity of “higher levels of services” that the
market (the private sector) fails to provide. Weisbrod argued that the government has
capacity limitations and therefore will not undertake to supply the demand for all of the
goods and services that the private sector (the market) fails to supply. Thus the market
failure model and the government failure model were the earliest models that were
developed to explain why a nonprofit sector exists (Bowman, 2011; Steinberg, 2006).
Subsequently, Salamon (1987) added a third dimension, the failure of the volunteer
sector, which gave rise to the volunteer failure model (Bowman, 2011; Steinberg,

2006). Each of the three models is explained in turn.

The market failure model argues that the market fails to supply certain goods and
services in three situations—under-provision, over-exclusion, and contract failure—
which causes the government sector to respond to the said failures (Steinberg, 2006).
Under-provision is said to occur when the for-profit sector fails to produce a certain
good or service needed by the public due to lack of commercial viability. Over-
exclusion is said to occur when the market excludes borderline non-purchasers of public
goods by overpricing the good/service. Finally, the contract failure is said to occur
when the consumers fail to accurately determine the quantity and/or quality of the

product/service produced for them (Hansmann, 1980; Steinberg, 2006).

The government failure model explains situations in which the government fails to
adequately respond to the three types of market failures described above. A discussion
on these situations is beyond the scope of this study (for details see Steinberg, 2006, pp
122-125). The voluntary failure model advanced by Salamon (1987, pp 39-42)
explicates four situations—philanthropic insufficiency, particularism, philanthropic
paternalism, and philanthropic amateurism—under which the nonprofit sector fails to
provide a public good, which provides an opportunity for the for-profit or the

government sector to provide that good.
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2.3. GOVERNANCE AND ACCOUNTABILITY IN NPOS

Governance and accountability are two terms that go hand in hand, whichever way one
looks at an organisation, because organisations need a governance structure to hold
them accountable for their action. Being nonprofit makes an added dimension to

governance and accountability (Hoque & Parker, 2015; Renz, 2007).

2.3.1. Nonprofit Governance

The researcher distinguishes nonprofit governance from corporate governance. The
latter relates to governance of corporations (firms) that have ‘share ownership’, with a
clear separation of ownership and management (Solomon, 2010). While the literature
on nonprofit governance has been cross-fertilised with the corporate governance
literature, especially from the “agency theory” on one extreme and the “stakeholder
theory” on the other extreme (Hoque & Parker, 2015; Renz, 2007; Renz & Anderson,
2014), for the purpose of the researcher’s study, conceptual debates on the merits and

demerits of different corporate governance frameworks have been set aside.

In this thesis, the researcher uses the definition of governance given by Renz and
Anderson (2014, p. 18): “governance is the systems and procedures concerned with
ensuring the overall direction, control, and accountability of the organisation”.
According to Speckbacher (2008), governance covers all the important strategic
activities such as goal setting and direction, making policy and strategy decisions,
managing and monitoring organisational performance, and ensuring overall
accountability. Governance is a term that is invariably associated with the governing
board of an organisation (in NPOs as well as other organisations). A governing board is
ultimately accountable for all the actions that come under the organisation, whether or
not those actions are based on the board’s decisions. The members of the governing
board have certain legally enforceable duties and obligations, by virtue of their
membership on the board (Renz, 2007). However, it is not uncommon for staff

members in larger organisations to be a part of the governance process.
The chief executive officer (CEO) or the chief operational officer of the organisation

plays a very active role in the governance of an organisation (Renz, 2007). The CEO of

a NPO provides strategic leadership and direction to the organisation by working with
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the board, in ensuring that the strategies are formulated and implemented to achieve the
vision and the mission. Renz asserts that it is important to renew the link between the
services provided by the NPO and the requirements and interests of its target
community on a continuous basis, for good governance and organisational success. It is
the responsibility of the governing board to ensure that the services provided by the
organisation are valued by the clients and the constituents in ways that are consistent
with the organisation’s core values and mission. While nonprofit governance involves
making high-level decisions to cause efficient and effective services, contemporary
NPOs are under pressure from external stakeholders to be more accountable and
transparent in the organisation’s activities (Ostrower, 2007). This reshapes how

contemporary NPOs are managed and governed.

The researcher covers three key competing theories on nonprofit governance relevant to
her study (especially the first two given below), although these theories have evolved in

fields outside nonprofit management such as ‘business ethics’.

2.3.1.1. Agency Theory

Agency theory highlights the so-called “agency problem” which arises due to separation
of owners (principals) from managers (agents) of the company (Renz & Anderson,
2014; Solomon, 2010). The agency theory argues that ‘egotism’ on the part of the
agents, cause them to act in their own self-interests at the expense of maximising
shareholder value (Renz & Anderson, 2014; Solomon, 2010). Brennan and Solomon
(2008) show that researchers on corporate governance who subscribe to agency theory
focus on resolving conflicts of interest between the principal and agent. Renz and
Anderson (2014) observe that many researchers have attempted to use agency theory to
explain nonprofit governance, but with limited success. In particular, Renz and
Anderson observe that the researchers had difficulty in distinguishing between the
principals (owners) and the agents of a NPO in the first place. Renz and Anderson
observe that some corporate governance researchers who used the agency theory
assumed that the board of directors are the principals and that the executives are the
agents while other researchers assumed that the board of directors are also agents
because the board governs the organisation for the donors, clients and the wider

community.
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Agency theory is important to performance measurement because, traditional
management accounting (hence performance measurement systems such as the balanced
scorecard that have been developed by researchers belonging to the management
accounting discipline) and agency theory share the common assumption that the role of
a firm is to maximise shareholder value (Freeman, Harrison, Wicks, Parmar, & Colle,
2010). Hoque and Parker (2015) highlight that the nonprofit distributing nature
associated with NPOs question the currency of agency theory in a nonprofit context,
although it is possible that self-serving members of a NPO can misdirect funding

(donations) for self-gain, to bring some credence to agency theory.

2.3.1.2. Stakeholder Theory

Stakeholder theory was proposed forty years ago as a counter theory to better explain
certain key problems associated with the agency theory and the profit maximising
prophesy that were dominant at the time (Freeman, Harrison, Wicks, Parmar, & De
Colle, 2010; Freeman, 1994). According to Freeman et al. (2010), who were
instrumental in advancing stakeholder theory, stakeholder theory provides an
alternative—and supposedly richer—explanation to three key questions, which
approximately translate to the following inquiries: how does a business create value and
promote trade, in a dynamic environment?; what does business ethics mean in modern
capitalism?; given the environments in which contemporary business operate, what is

management?

Although reviewing the evolution of stakeholder theory is beyond the scope of this
study (for a synthesis on the key phases of the evolution of stakeholder theory see Elias,
Cavana, & Jackson, 2002), the researcher highlights four formats of the stakeholder
theory explicated by Donaldson and Preston (1995), due its relevance to the balanced
scorecard, a key theoretical framework that underpins the researcher’s study. The
‘descriptive stakeholder theory’ views a corporation as a “constellation of cooperative
and competitive interests possessing intrinsic value” (p. 66); ‘instrumental stakeholder
theory’ highlights the importance of stakeholder management to achieve performance
goals, on the premise that corporations that are better at stakeholder management
achieve better long-term performance outcomes in traditional performance indicators

(e.g. profitability, growth) than the ones that look at the principals’ interests alone;
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‘normative stakeholder theory’ argues that stakeholders have “legitimate interests” in
“corporate activity” and that the interests of all groups of stakeholders carry “intrinsic
value”; finally, ‘managerial stakeholder theory’ argues that corporations require
“simultaneous attention to the legitimate interests” of all key stakeholders (p. 67). Renz
and Anderson (2014) observed that stakeholder theory has been used in nonprofit
governance studies for mapping internal and external stakeholders and to categorise and
explain the roles being played by the boards (Renz and Anderson show the boards
operate at the interface between the internal environment and the external environment

of a NPO).

2.3.1.3. Resource Dependence Theory

Resource dependence theory (Salancik & Pfeffer, 1978) argues that organisations will
engage with fruitful relationships with the actors in the external environment so as to
reduce dependency on resources to mitigate risk and uncertainty. A view of the
literature on nonprofit governance (e.g. Brown, 2005; Heimovics, Herman, & Coughlin,
1993; Malatesta & Smith, 2014) indicated that resource dependence theory has been
accepted by most researchers for its relevance in explaining nonprofit governance,
especially in explaining the roles being played by boards in reducing risk and

uncertainty.

2.3.2. Accountability

Nonprofit or otherwise, accountability is a term that goes hand in hand with (good)
governance. This is because in management, accountability is a natural consequence of
delegating authority to a person or a body to execute a certain task; in the case of a for-
profit organisation, the responsibility of the board is to manage the organisation on
behalf of its principals (Albareda, 2008). In this section, the researcher uses the term
accountability to mean the accountability of the board of directors (often known as

‘board accountability’) in a NPO, in relation to the corporate governance literature.

Scholars have proposed several definitions of accountability. Cornwall, Lucas, and
Pasteur (2000) stressed that accountability has both an external dimension as well as an
internal dimension, because accountability is about “being held responsible” (the

external dimension) by others and about “taking responsibility” for one’s own conduct
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(the internal dimension). Gray, Owen, and Dams (1996) define accountability as ‘‘the
duty to provide an account (by no means necessarily financial) or reckoning of those
actions for which one is held responsible’’. Accountability not only implicates a
promise to perform, but also a legal responsibility to provide an account for it (Cornwall
et al., 2000). Costa, Ramus, and Andreaus (2011) asserted that accountability contains
two interconnected but dissimilar responsibilities: (1) the obligation to undertake certain
activities and (ii) the obligation to be responsible for those activities. Although it is
clear to whom the board of a for-profit organisation is accountable, the same cannot be
said about NPOs, because traditional notions of governance are based on the principal-
agent relationship, which is not directly applicable to a NPO (Hoque & Parker, 2015;
Viader & Espina, 2014; Renz & Anderson, 2014). A discussion on the complexity of

nonprofit board accountability follows.

Nonprofit governance research identified two accountability domains of NPOs: the
upward accountability and downward accountability (Ebrahim, 2003; Ebrahim,
Battilana, & Mair, 2014; Flack & Ryan, 2005; Ospina, Diaz, & O’Sullivan, 2002).
Upward accountability of a NPO refers to the board’s accountability to the trustees,
donors and the government while downward accountability refers to accountability to
the beneficiaries, communities, and partners. It is well documented in the nonprofit
governance literature (e.g. Ebrahim, 2003; Flack & Ryan, 2005; Laratta, 2010) that
downward accountability is nearly always subordinated in favour of upward
accountability (particularly, the board’s accountability to the donors and the
government).  Another dichotomy associated with board accountability in the
accounting literature is administrative and procedural accountability versus
programmatic accountability (Najam, 2000). The process leading the contracting
relationship—internal audits requirements, billing requirements and obligations with
government laws—is referred to as administrative and procedural accountability while
the capacity of the service delivered by the organisation under government contract is
referred to as programmatic accountability (Najam, 2000). According to Edwards and
Hulme (1996), programmatic accountability is more complex than administrative and
procedural accountability because the former often translates to ‘accounting’ rather than
accountability, leading NPOs to count services and clients rather than focusing on their
performance. NPOs respond to the concerns of trustees, donors and the government

through procedures, policy documents and funding requirements (Carman, 2009).
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These activities not only document program activities and efforts but also become an
integral part of performance-based accountability, because they provide evidence that a
program is being delivered as planned (Love, 2004, p. 96). In particular, managers have
to convince the donors and the board that funding has been effectively utilised, the

clients are being served, and that programmes are being implemented as planned.

On the other hand, NPOs are not officially accountable to beneficiaries (Chisolm,
1995). Kilby (2006) asserts that although the literature on nonprofit governance
highlights the importance of the relationship between NPOs (the boards) and their
beneficiaries, there is no clear accountability path to the beneficiaries. More
importantly, the literature on NPO accountability recognises several techniques that
capture upward accountability but specifies few on downward accountability (Einfeld,
2001; Kearns, 1996). According to Fry (1995), downward accountability is more
complex than upward accountability since it has two dimensions: a feeling of

responsibility (internal dimension) and responsible behaviour (external dimension).

According to scholars, governmental regulation and oversight of NPOs have grown
considerably since the 1990s, in an effort to ensure their accountability to the public
(Austin, 2003; Najam, 2000; Tremblay-Boire & Prakash, 2015). This has created a
division among scholars—some claiming the pressure for accountability as a
disadvantage for NPOs (Vinson & Morley, 2000), while others consider it as a benefit
(Laratta, 2010). Many scholars claim that because of accountability pressures, the focus
of NPOs has deviated from achieving their mission to maintaining financial stability

and conforming to regulatory procedures (Austin, 2003; Lawry, 1995; Najam, 2000).

2.4. NONPROFIT SECTOR IN AUSTRALASIA

While the ICNPO is a useful scheme to classify NPOs, Salamon and Anheier (1997)
opined that the inherent attributes and the function of the nonprofit sector in any country
is eventually shaped by the entire pattern of social, economic and political development
of that country. Anglo-Saxon countries (section 2.2.3) including New Zealand and
Australia share a common historical connection with the Anglo-Saxon political and
legal tradition (Salamon & Sokolowski, 2004). The Salient features of the nonprofit

sector in Anglo-Saxon countries are: a sizable nonprofit sector operation with very low
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contribution from the government (only about a third of total revenue, on average, per
country), greater voluntary participation (twice as much relative to other countries), and
greater philanthropic support in the form of cash and revenue (Sanders et al., 2008).
The other important feature of the nonprofit sector in Anglo-Saxon countries is the
greater emphasis on community service functions (e.g. healthcare) relative to other

service functions.

New Zealand and Australian NPOs represent a significant economic presence in the
respective countries. These organisations are important to the two countries, both
socially and politically (Scaife, McDonald, Williamson, & Mossel, 2015; Tennant et al.,
2006). According to the United Nations’ handbook on the nonprofit sector (Salamon et
al., 2013), the contribution of the nonprofit sector to the gross domestic product
(volunteer workforce contribution included) in New Zealand and Australia are 5.3% and
4.9% respectively, and more importantly, growing. NPOs engage a workforce that
exceeds the combine workforce of the transportation and finance sectors—two sectors

that represent major industries in most developed economies (Salamon et al., 2013).

A high voluntary workforce participation rate is a salient feature in the nonprofit sector.
In New Zealand, of the 10.6% workforce representing the nonprofit sector, 6.2%
represent the volunteer workforce while 4.4% represent the paid workforce; in
Australia, of the 11.5% workforce representing the nonprofit sector, 3.0% represent the

volunteer workforce while 8.5% represent the paid workforce (Salamon et al., 2013).”

In addition to its size and the sizable volunteer workforce participation rate, the
Australasian nonprofit sector also stands out on two other characteristics: the extensive
service focus and the revenue structure. In Australasia, the key service functions
healthcare, education, social services and housing absorb more than half of the nonprofit
sector workforce, paid staff and volunteers combined (Sanders et al., 2008). These
service activities account for 62% of the gross value added (GVA), relative to the so-
called “expressive activities” such as culture, sports and recreation, environmental
protection, civic activism, labour unions and professional associations, and religious

worship (Sanders et al., 2008). As regards the revenue, Australasian NPOs receive a

> According to Salamon et al. (2013), who examined the characteristics of the nonprofit sector in 13

countries, New Zealand and Norway happened to have the highest proportion of volunteer workforce.
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substantial portion of its income from fees (NZ — 67% and Australia — 51%) charged for
the provision of goods and services rather than funding from the government or through
philanthropy (Salamon et al., 2013). However, the Australian and New Zealand
governments provide substantial contribution for the healthcare (nonprofit) sector in
their respective countries (Crampton, Lay-Yee, & Davis, 2004; Scaife et al., 2015).
Regarding philanthropy in Australia (better known as ‘giving’ in Australasia), Scaife et
al. (2015) observe that although Australians are extremely generous when private
donations are solicited for disaster-related incidents (they cite the 2004 Asian Tsunami
as an example), philanthropy/giving is something that has not been widely embraced by

the Australian society still, although there are signs of more philanthropic uptake.

As regards the cost structure, Australian NPOs devote majority (71%) of their
expenditure on labour costs rather than on intermediate consumption (i.e. purchase of
goods and services from other industries for use) in producing output, while New
Zealand NPOs devote more (54%) on intermediate consumption rather than on labour
costs (Salamon et al., 2013). New Zealand’s high intermediate consumption has been
attributed to several factors, such as higher costs associated with the goods and services
purchased by NPOs to deliver their services, a greater support from independent
contractors or volunteers (this lowers the labour cost outlays), and low wage rates paid

to nonprofit workers (Sanders et al., 2008).

2.5. CLASSIFICATION OF HEALTHCARE ORGANISATIONS

The organisations that provide healthcare services (general and special), advice on
health related issues on nonprofit basis that are neither private nor public are categorised
as nonprofit healthcare organisations. In the ICNPO, these organisations are further
divided into 4 main subgroups according to the services they provide, as shown in Table

2.2.
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Table 2.2: The ICPNO Sub-classification of the Health Sector (Salamon & Anheier, 1997)

Subgroup Units Description
. Preliminary places that provide medical attention
Hospitals Y Pad ProvIee It
or treatments to illnesses or injuries
Hospitals and Inpa'tlent, outpatient 'and commumty medical
e L services to people with physical damages,
Rehabilitation e e . .

Rehabilitation familial imperfections or disease and
necessitating physio therapy or similar kind of
attention
Inpatient recovering care, preliminary medical

Nursing Homes | Nursing Homes care services and homes for elderly people also
included

Psychiatric Inpatient medical care and medical procedures or

hospitals applications that are intended to relieve mental
disabilities

Mental Health Outpatient medical procedures or applications
.. Mental Health P : P . p.p e
and Crisis that are intended to relieve mental disabilities,
. Treatment . .
Prevention community mental health centres also included
Crisis Outpatient and counselling services for crisis
. situations, suicide prevention and helping abused

Intervention .
people also included

Public health and | Health educational and promoting programmes,

wellness education| first aid training and family planning
programmes also included

Other Health Hc?alth treatmept, Health clinics and vaccination centres are
; primary outpatient | included
Services =

Rehabilitative Includes nature cure centres, yoga centres and

medical services | physical therapy centres

Emergency Immediate care services such as ambulance

medical services | services

2.5.1. Classification of Australasian Nonprofit Healthcare Organisations

Salamon and Anheier (1997) assert that because the function of the nonprofit sector in
any country is ultimately formed by the entire pattern of social, economic and political
development of that country, a country can adapt the ICNPO sub-classification to suit
its context. Table 2.3 and Table 2.4 depict the classification of Australian and New
Zealand nonprofit healthcare sectors respectively. It is clear that the degree of similarity
between the Australian and the New Zealand classification systems is very high, which
is a very important factor in this study, because the operational definitions of the PM
dimensions are expected to hold true for both Australian and New Zealand healthcare

NPOs.
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Table 2.3: Classification of the Australian Nonprofit Healthcare Sector (Australian
Bureau of Statistics, 2015)

Subsector Description

Hospitals and rehabilitation Primarily inpatient medical care and treatment
and inpatient health care and rehabilitative
therapy to individuals suffering from physical
impairments due to injury, genetic defect or
disease and requiring extensive physiotherapy or
similar forms of care.

Nursing homes Inpatient convalescent care and residential care,
as well as primary health care services; includes
homes for the frail elderly and nursing homes for
the severely handicapped.

Mental health and crisis Inpatient care and treatment for the mentally ill
intervention and outpatient treatment for mentally ill patients;
includes community mental health centres and
halfway homes and outpatient services and
counsel in acute mental health situations;
includes suicide prevention and support to
victims of assault and abuse.

Other health services Public health and wellness education,
rehabilitative medical services and emergency
medical services includes ambulatory services
and paramedical emergency care, shock/trauma
programs, lifeline programs and ambulance
services.

Table 2.4: Classification of the New Zealand Nonprofit Healthcare Sector (Sanders et
al., 2008)

Subsector Description

Hospitals and rehabilitation Hospitals providing inpatient healthcare
including physiotherapy and other rehabilitative
therapy for those suffering from injury, genetic
defect or disease.

Nursing homes Inpatient convalescent care and residential care,
nursing homes for the severely handicapped,
hospice services.

Mental health and crisis Psychiatric hospitals, outpatient treatment for
intervention mentally ill and outpatient services and
counselling in acute mental health situations.

36




Subsector Description

Other health services Public health promotion and health education,
outpatient health treatment, outpatient
rehabilitative medical services and emergency
medical services.

Support and ancillary services Nonprofit institutions not adequately covered in
the activity descriptors above but related in

purpose.

2.6. PERFORMANCE MEASUREMENT CHALLENGES IN NPOS

The major difference between NPOs and for-profit organisations is that the former have
goals and services that are more intangible and harder to define (Kanter & Summers,
1994), which means that PM in NPOs is inherently challenging (Forbes, 1998; O'Neill
& Young, 1988). Donors, people receiving the services (beneficiaries or clients) and
the workers have different views on service outcomes (Bryson, 2011). In PM, this
translates to measuring social value creation, rather than financial value creation (the
present value of future returns). Stated alternatively, NPOs are mission-driven rather
than being profit driven (Kaplan, 2002). Allocation of resources within for-profit
organisations becomes more flexible in a number of ways, if they meet financial
performance goals. NPOs on the other hand face limitations on their flexibility to
follow suit, due to difficulty of achieving the desired social values (Kanter & Summers,
1994). For a mission-driven organisation, measuring “success” is very difficult
(Bryson, 2011; Forbes, 1998; Kanter & Summers, 1994). Also, it appears that the
technical difficulties of measuring complex missions or the political difficulties of
designing measurement systems that accommodate the various stakeholders in NPOs
has dampened the level of ‘mission measurement’ within the sector (Ritchie &
Kolodinsky, 2003). This is not the case for the for-profit sector because sufficient
freedom is available for these organisations to redefine their missions so as to make
profit. Also, in a free enterprise system devoid of entry and exit barriers, for-profit
organisations can move in and out of the business at any time, depending on the
conditions of the external environment (Porter, 2008). However, NPOs have to stick to

their missions to sustain their existence (Kanter & Summers, 1994).

Due to these well-document issues, the complexity of measuring performance in the

nonprofit sector has long been recognised (Moxham, 2009; Sawhill & Williamson,
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2001). While for-profit sector organisations successfully use proven conventional
business models to measure performance in the areas of strategic planning, marketing,
finance, information systems and organisational development, the NPOs use the same
models in the hope that the use of these models will benefit them the same way as they
benefit for-profit organisations (Moore, 2003). Since the for-profit sector’s success is
mainly associated with profit and loss accounts figures and availability of many
quantitative data to measure profits, the same performance approaches do not create the

same results for NPOs (Kanter & Summers, 1994; Moore, 2003).

Studying organisational effectiveness in NPOs through standard PM tools also becomes
complex due to their legal and financial status. NPOs also often pursue unstructured
goals pertaining to delivery of intangible services, which limits the use of quantitative
measures used in the for-profit sector. Finally, as Kanter and Summers (1994) note, the
strategic objectives of NPOs are often based on “societal values about which there may
be little or no consensus”, which makes PM even more challenging. For these reasons,
the researcher argues that NPOs need to develop measurement systems that serve their

own strategic needs.

2.7. CHAPTER CONCLUSION

This chapter began with an overview of NPOs. The chapter also provided an
operational definition of NPOs. This definition reliably distinguishes NPOs from for-
profit and government organisations, which in effect, justified why NPOs need separate
PM systems. The complementary concepts ‘governance’ and ‘accountability’ were also
reviewed, particularly in relation to NPOs. Knowledge of nonprofit governance and
accountability is important to the researcher in conducting her fieldwork (the case study
component of the study). In addition, the theoretical perspectives that the researcher
reviewed on governance (particularly agency theory and stakeholder theory) are
relevant to the researcher’s methodology and discussion. Chapter two also reviewed the
nonprofit sector in Australasia and how the nonprofit healthcare sector is structured in
the region. This provided important contextual information for the researcher’s research
design. The next chapter covers the core literature on PM systems, which enabled the
researcher to identify the knowledge gaps to design research that makes a valuable

contribution to the existing body of knowledge on PM systems.
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CHAPTER THREE

CORE LITERATURE ON PERFORMANCE MEASUREMENT
SYSTEMS

Success depends upon previous preparation, and without such preparation there is sure to be

failure

Confucius

3.1. INTRODUCTION

This chapter is the first of the two chapters that review the literature important to the
research. The contextual literature relevant to the study and the knowledge gaps

identified in the literature as well as the research questions are presented in this chapter.

Performance measurement (PM) refers to the process of collecting, analysing and
reporting information pertaining to the performance of any entity: an individual, a social
entity such as an organisation, a physical object, or a physical system (LeRoux &
Wright, 2010; Lynch-Cerullo & Cooney, 2011). However, in this study, the focus is
solely on “Organisational Performance Measurement”™—that is PM at
business/organisational level (Neely, 2007). Therefore the reader should note that from
this point onwards, the researcher uses the term PM to mean Organisational

Performance Measurement® only.

This chapter is organised as follows. Section 3.2 covers the literature that justifies PM
systems in organisations and how PM systems have evolved since their inception at the
turn of the twentieth century. Section 3.3, one of the main sections of the chapter
reviews the literature on key PM frameworks: the Balanced Scorecard (BSC),
Performance Prism (PP), and two Performance Excellence Frameworks; in this section
a particular emphasis has been given to examining the conceptual foundations of the

aforesaid PM frameworks through critical synthesis of the literature. The BSC, by far

® Organisational level PM is sometimes called “Business Performance Measurement” in the case of for-
profit organisations (Neely, 2007).
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the most scrutinised PM framework in the literature gets more coverage in this section.
The next section (section 3.4) reviews PM frameworks in the context of nonprofit
organisations (NPOs), based on the available literature. Therefore literature on two
additional PM frameworks is also reviewed in section 3.4, although again, the BSC
occupies more coverage, due to its relevance to the researcher’s study. Section 3.5
reviews prior studies (implementation studies, conceptual papers, and empirical studies)
that examined different facts of the validity of the BSC in a nonprofit context.
Section 3.6 identifies the knowledge gaps based on the researcher’s literature synthesis,
along with the corresponding research questions. Finally, section 3.7 concludes this
chapter through a concise summary of key points pertaining to the major sections of this

chapter.

3.2. THE RATIONALE FOR PERFORMANCE MEASUREMENT AND ITS
EVOLUTION

Oakland (2001) showed that PM as applied to processes and organisations is best
understood by analysing the meanings of the words “performance” and
“measurement”. He defined performance as the results on organisational outputs’, their
outcomes®, as well as the processes (a series of interconnected processes produce
outputs through tangible and intangible inputs) that create the outputs and the inputs
(resources) to go into the processes. Therefore Oakland takes a “systems perspective”
(Daft & Weick, 1984; Kast & Rosenzweig, 1972) on organisations in assessing their
performance, in that performance is not solely about outputs and outcomes but also on
what happens within the system (organisation) and what goes into it. Oakland (2001)
and others (e.g. Adebanjo, Abbas, & Mann, 2010; Watson, 1993) show that the products
and services that an organisation produces (outputs) as well as its processes and inputs
permit evaluation and comparison relative to the goals, standards, past results, and what
happens in other organisations. Performance can be expressed in both financial and
nonfinancial terms (Kaplan & Norton, 1992; Neely, Marr, Roos, Pike, & Gupta, 2003).
Measurement refers to gathering and analysing numerical information that quantifies
input, output, and performance dimensions of inputs, processes, products, services, and

the overall organisation (Neely et al., 2005; Oakland, 2001).

7 An example might be the number of customers served within a calendar month.

¥ An example might be revenue (in a case of a for-profit organisation) and/or social impact. A social
impact can be as a result of a commercial activity or a nonprofit/charitable activity.
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In keeping with the definition of Neely et al. (2005) on a PM framework, PM can be
defined as a process of defining, monitoring, and using objective indicators of
performance of the organisation and its programmes on a regular basis. It involves
creating a simple, but an effective and efficient system for determining whether or not
an organisation meets its objectives (LeRoux & Wright, 2010; Lynch-Cerullo &
Cooney, 2011; MacIndoe & Barman, 2013). All processes warranting measurement
(for performance evaluation) require the use of statistical information to determine the
effectiveness of the process. A full scope of the performance of an organisation can
never be captured, as generally, some performance parameters cannot be measured
directly. Instead, performance must be estimated via indirect observations that are
compressed into a set of numerical measures known as performance measures.
According to the literature, the management information fed through suitable
performance measures inform whether or not the senior management of the organisation
has implemented the long range (strategic) plans effectively by allocating the
organisation’s scarce resources effectively (LeRoux & Wright, 2010; Lynch-Cerullo &
Cooney, 2011; MacIlndoe & Barman, 2013). Thus PM is an important strategic activity
undertaken by an organisation towards improvement—that is to guide progressing

towards achieving the targets (strategic goals).

Literature reveals that PM is vital to an organisation (nonprofit or otherwise), due to the

following reasons’:

e PM is intended to produce objective and relevant information on a specific
project or programme (e.g. health related advice for underprivileged school
children) or the overall organisational performance. Measuring the overall
organisational performance helps organisations in: (a) strengthening the existing
management systems, (b) high impact decision making, (c) achieving results and
(d) improving the overall performance (LeRoux & Wright, 2010). In a nutshell
these activities are referred to as (strategic) performance management (Otley,
1999; Schlitke, Silvi, & Moller, 2013).

? The reasons are not mutually exclusive.
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PM tends to focus on what is being measured and on the performance itself; PM
motivates people and organisations to work on improving the performance

(LeRoux & Wright, 2010).

PM helps managers and other employees to assess the state of the performance
of their organisations and determine the capacity requirements to plan and
implement effective improvement programmes (LeRoux & Wright, 2010;

Maclndoe & Barman, 2013).

PM results in identifying opportunities for process improvement (Evans, 2004;

Moore, 2003)

PM provides a clear focus on mission and strategy; PM improves management
decision making, improves the organisational performance itself and increases
the management accountability to governing bodies and stakeholders (Lynch-

Cerullo & Cooney, 2011; Poister, 2003).

Given that a proper management system is required to achieve targets, PM
supports management functions such as strategic planning, budgeting and
financing, programme management and evaluation, quality and process
improvement, contract management, external  benchmarking, and

communication with other parties (Kanter & Summers, 1994).

PM helps to use resources more effectively by being able to exercise more
control over operations by allowing more flexibility at operating levels.
Moreover, it helps to evaluate the efficiency of alternative approaches (Kanter &

Summers, 1994).

Throughout the last 20 years, both funding bodies and the public have increased
pressure for accountability and performance of the corporations (NPOs
included), necessitating them to use PM systems (LeRoux & Wright, 2010;
Poole, Nelson, Carnahan, Chepenik, & Tubiak, 2000). Measuring performance
is the one way of re-establishing the public confidence in NPOs (Carman, 2009).
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e The phenomenal growth of the sector, more professionalism, and the expansion
of the stakeholder base in the nonprofit sector have highlighted the importance
of accountability (Benjamin, 2013; LeRoux & Wright, 2010).

Although there were various PM practices in use even in the industrial era, the first
comprehensive implementation of a PM system originated around 1906 at the New
York Bureau of Municipal Research (Williams, 2004). Over the next thirty years, these
practices became more advanced through increased quantification and based on past
experience of the experts. Early PM practices fulfilled two objectives. First, they
communicated information to managers to show the nature and the state of work
completed, which contributed towards improved work productivity through
management intervention. Second, they supported budgetary decision making by
divulging information about the budgetary requirements and the effectiveness of
budgetary allocations (Williams, 2003). In essence, older PM systems focused solely
on the financial dimension of the business enterprise; since the 1980s this met with
criticism as being a myopic view of the performance of a firm (Neely et al., 2003). As a
consequence, systems for assessing both financial performance and non-financial
performance were developed in the late 1980s and early 1990s (Neely et al., 2003). One
of the most well-known systems is the BSC (Kaplan & Norton, 1992), which is now
widespread in organisations belonging to all three sectors: private, public, and
nonprofit. Other systems, such as the SMART pyramid (Cross & Lynch, 1988), and the
PP (Neely et al., 2001) have also been developed and promoted.

The PM systems generated in the above era (late 1980s and early 1990s), also known as
first generation PM frameworks, provide guidance to the managers which non-financial
measures they should adopt in their organisation’s PM system. Neely et al. (2003)
observe that the first generation systems focused on generating performance metrics and
not so much on the relationships between individual performance measures. They also
show that second generation PM frameworks were developed as a solution for the
problem that senior managers face as to how individual measures should be integrated
as a coherent strategic performance monitoring system. According to them, second
generation PM frameworks made a significant step forward as they started to address
the problem by mapping the causal flows and transformations. The current systems,

third generation PM systems, move even further forward by attempting to link the non-
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financial and intangible dimensions of organisational performance and the cash flow
effects in a more coherent manner (Neely et al., 2003). In spite of all these
improvements, the researcher identifies some knowledge gaps, which are reviewed in

this chapter.

3.3. PERFORMANCE MEASUREMENT FRAMEWORKS

A PM framework/system can be defined as a “set of metrics used to quantify both the
efficiency and effectiveness of actions” implemented to achieve the strategic goals of an
organisation (Neely et al., 2005, p.1229). The theoretical framework of a PM system
facilitates the generation of performance metrics along predefined measurement
dimensions. For each PM dimension, managers need to determine the appropriate set of
measures to gauge the organisational performance (Kennerley & Neely, 2002) and the
measures themselves, should possess the following features: (a) they should be derived
from the strategy (Anthony & Govindarajan, 2007; Neely et al.,2005); (b) they, as a
whole should be capable of providing a balanced view of performance (Kaplan &
Norton, 2001; Neely, 2007); and (c) encourage appropriate actions for goal achievement
(Kaplan & Norton, 2001; Neely, 2007). The Balanced Scorecard, the Performance
Prism, and national quality award frameworks (especially the Baldrige Framework
originated in the USA and the EFQM Excellence Model originated in Europe) are some
of the well-known PM frameworks that are being used by managers to develop
appropriate performance measures to suit the strategic objectives of their organisations
to monitor and improve strategic performance (Hoque, 2014; Perkins, Grey, &
Remmers, 2014). In terms of scholarly attention, the researcher observes that the BSC
has received considerably more attention than the other PM frameworks, over the past
15 years.

Figure 3.1 depicts the number of publications on four selected PM frameworks

(models)."

10

Figure 3.1 was created by collecting data via the search engine “Scopus”, using appropriate search words
in the fields “Article Title”, “Abstract”, and “Key Words”.
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Figure 3.1: Number of publications on four selected PM frameworks

3.3.1. Role of PM Frameworks and Empirical Support for Their Effectiveness

Otley (2001) argues that the accounting community implicitly recognise that PM
systems have three fundamental roles to play in organisations. Firstly, a PM system
provides a tool for financial management (i.e. a tool that facilitates efficient and
effective management of funds to achieve the strategic objectives of the organisation);
secondly, it provides information on the overall business performance; and thirdly, it
provides a means of motivation to perform, exercising control at the same time.
Wholey (1999) emphasises that quality of information, utility for decision making, and
cost effectiveness are the most vital features of PM systems. For these reasons, it is very

important for an organisation to adopt a suitable PM system.

Any research that develops new PM models or works on improving the existing PM
models (such as this research) would be of little value if the literature does not support
the proposition that PM leads to improved overall organisational performance. The
literature supports the proposition that PM is positively related to organisational

performance both in the for-profit sector (e.g. Tung, Baird, & Schoch, 2011) and more
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importantly, in the nonprofit sector (e.g. Francisco & Alves, 2012; LeRoux & Wright,
2010; Limburg, Knowles, & McCulloch, 2012).

Based on large sample survey data from the US NPOs, LeRoux and Wright (2010)
empirically studied the strength of the relationship between the dependence of
performance measures and actual strategic performance. They found that there is a
significant positive relationship between the breadth of performance measures used (i.e.
the number of performance measures and the extent to which they span across multiple
dimensions) and strategic performance. They also found that there were also other
factors that contribute towards effective strategic performance: “governance”, diversity
of funding and the “education level of the executive directors”. Limburg et al. (2012)
examined the literature to show that whilst PM is positively related to strategic
performance in a NPO, the relationship is not as strong as in a for-profit organisation.
They showed that the main reasons for this are: having to have multiple purposes (e.g.
NPO has to achieve its mission but it must also ensure financial stability), complex
stakeholder environment, and having to report to multiple stakeholders who need
different information from the NPO. They argued that a PM system of a NPO can
improve its effectiveness through an “enterprise performance management system”—
that is to manage a NPO much like a business enterprise that creates value for its
stakeholders. ~ Unfortunately, the authors do not explain how this could be
accomplished, given the complex issues raised by themselves, such as the complex

stakeholder environment and divergent strategic objectives.

Using a single Portuguese case study (in-depth interview of managers and scrutinising
of administrative documents), Francisco and Alves (2012) investigated how multiple
stakeholder interests can be incorporated into a PM system to make easier assessments
of the organisational performance. They found that whilst the NPO that they studied
used several measures, the managers were concerned about not having a simple and
fundamental performance measure such as the “profitability” as used in a for-profit
organisation. Francisco and Alves proposed a multidimensional framework based on
the “stakeholder theory” (Donaldson & Preston, 1995; Freeman, 1984) to improve the
effectiveness of the PM system of a NPO.
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Maclndoe and Barman (2013) assert that NPOs do not operate in a vacuum in that they
are influenced by many different parties (stakeholders). They show that the managers
of NPOs have to adopt suitable PM systems to operate their organisations, taking into
account the complex environment in which they operate; as examples of environmental
complexity, MacIndoe and Barman cite different funding sources, increased demand for
accountability from the public and the donors as well as competition for donor funding

from other NPOs.

While measuring the performance of NPOs is vital (Alexander, Brudney, & Yang,
2010), literature shows that it is more difficult to measure performance of NPOs than
for-profit organisations (Bryson, 2011; Duque-Zuluaga & Schneider, 2008; Forbes,
1998; Kanter & Summers, 1994; Soysa et al., 2013a). Several reasons for this has been
cited: different stakeholder expectations, difficulties in aligning mission and
programmes, difficulties in defining organisational outputs and outcomes, difficulties in
using financial terms to measure organisational success (or failure), limitation on the
use of quantitative measures due to pursuing unstructured goals for delivery of
intangible services (Benjamin, 2013; Duque-Zuluaga & Schneider, 2008; Kanter &
Summers, 1994; Maclndoe & Barman, 2013; Soysa et al., 2013a). It is often argued
that the bottom line of a NPO is “social profit” (Bouckaert & Vandenhove, 1998;
Candler & Dumont, 2010; Cutt, 1982; Schneider, 2009). Bouckaert and Vandenhove
(1998, p. 1075) operationalise social profit as “cost-efficient use of the available capital
such that the social objective, as defined by the organisational authority, is achieved to

its best”.

The researcher notes that a number of PM frameworks (models) have been prescribed in
the literature for measurement of performance of projects and organisations concerning
social impact. Maas and Liket (2011) reviewed 30 such frameworks to identify their
similarities and differences in terms of the approach and other criteria. They observe
that PM frameworks can fall into three types, in terms of their approach: process
focused models, outcome focused models, and monetarisation models. Maas and Liket
contend that because process models primarily focus on the metrics of efficiency and
effectiveness of the organisation’s operational processes, inputs, and outputs, they do
not provide specific metrics on social returns at the absolute level. They nonetheless

observe that process models are useful because managers can select process output
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metrics that correlate with the financial, social, and environmental outcomes. The
researcher observes that PM models found in the quality and operations management
literature (for both for-profit and NPOs) are invariably process-based models. The
conceptual foundations of 4 PM frameworks relevant to the researcher’s study are
reviewed next. These are process-based PM frameworks that can be used to monitor the

strategic performance of the whole NPO.

3.3.2. The Conceptual Foundation of the BSC

The BSC was developed by Kaplan and Norton (1992) as a management accounting
tool (Kaplan was a professor in accounting at the Harvard Business School at the time
of publishing the BSC in 1992) for private corporations (Kaplan, 2008; Kaplan &
Norton, 1992). Kaplan and Norton (1992) premised that private corporations are “profit
driven” in that they exist to maximise value to the shareholders. However, they showed
that traditional financial measures alone do not provide sufficient management
information for the managers who manage the organisation on behalf of the
shareholders (Kaplan, 2008). Kaplan and Norton showed that value to shareholders
(profitability) result in satisfying the external customers (who buy the goods or services
produced by the corporation) and that customer satisfaction results from managing the
processes efficiently and effectively by wusing the organisational resources—in
particular, people and knowledge. Therefore Kaplan and Norton asserted that
management reporting should strike the right balance between information on financial
performance and information on the antecedents of financial performance (Kaplan,
2008). Consequently, the BSC entails four measurement perspectives (dimensions)
aligned in a sequential order: Learning and Growth, Operational (processes), Customer,

and Financial (Kaplan, 2008; Neely, 2007).

Figure 3.2 depicts the original BSC framework published by Kaplan and Norton (1992),
based on one year-long research that involved studying the PM systems of 12
companies who excelled in performance monitoring. The purpose of the original BSC
framework was to help companies in generating financial and non-financial
performance measures for the key elements of their organisational strategy (the strategy
being expressed via strategic goals). According to Kaplan and Norton, the original BSC

framework is based on the following propositions: (a) a company will look good to its
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shareholders in the future only if it looks good to the customers at present, in terms of
strategic goals on time (e.g. on time delivery in the case of existing products), quality,
performance, and service; (b) a company will look good to its customers only if it
excels at its internal business processes in meeting customer expectations; and (c) a
company can excel at (and sustain) its internal business processes only of it engages in

innovation and learning.

o How Do We Look
Financial Perspective 10 Sharenotgare?

GOALS MEASURES

How Do

Gustomers See Us? Whot Must We Excel At?

Internal

Customer Perspective Business Perspective

GOALS MEASURES GOALS MEASURES

A
Y

Innovation and
‘Learning Perspective

GOALS MEASURES

Can We Continue
{o improve and
Create Vatue?

Figure 3.2: The original BSC framework published by Kaplan and Norton (1992)

The BSC has come a long way from being a mere management accounting tool to a
strategic decision making mechanism through a number of revisions and refinements
(Anon, 2008; Kaplan, 2008; Kaplan & Norton, 2001; Lawrie & Cobbold, 2004). It is
generally agreed that the BSC has seen two major revisions (the four measurement
perspectives have remained intact although the labels of some have changed) (Anon,

2008; Kaplan, 2008; Lawrie & Cobbold, 2004). ' The first major revision, generally

""" In addition, the BSC has been perfunctorily revised for public and NPOs, which remains the central
focus in this study (the nonprofit BSC is reviewed later).
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referred to as the second generation BSC (Lawrie & Cobbold, 2004), was published in
1996 (Kaplan & Norton, 1996a). The primary aim of this revision according to Kaplan
and Norton (1996a) was to provide more guidance to managers as to how performance
measures should be chosen (Kaplan, 2008; Lawrie & Cobbold, 2004). Figure 3.3

depicts the second generation BSC framework.
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Figure 3.3: The second generation BSC framework (Source: Kaplan & Norton, 1996b)

The second generation BSC is based on the following premises: the vision and strategy
of a business should be translated to the four PM perspectives (dimensions). Each PM
dimension should contain multiple performance measures, each measure corresponding
to a specific strategic objective. There should be a causal connection between
performance measures, and the performance dimensions themselves are causally related
in the following causal order: learning and growth = process and customer > financial

(the subsequent versions of the BSC provided more clarity on the causal order).

The second revision (this took place in late 1990s, according to Lawrie & Cobbold,
2004), which sees the BSC in its current form, typically known as the third generation
BSC, retains the second generation BSC framework (Figure 3.3) but addresses causality

between performance measures (also somewhat loosely, between the four PM
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perspectives/dimensions) through an accessory known as the “strategy map”, which
maps the linkages between strategic objectives (see Figure 3.4 as an example) to explain
how the shareholder value is maximised. Therefore, it can be argued that the founder/s
of the BSC made incremental improvements to the BSC to align performance

measurement to strategy planning and monitoring.

Productivity strategy Growth strategy
Long-term
Financial shareholder value
perspective
Improve cost Increase asset Expand revenue Enhance
structure utilization opportunities customer value

Cuslomer value proposmon
Customer
perspective - Avallab|||ty Partnership @

Product/service aﬂnbules Relatlonshlp Image
Operatlons Customer management Innovation Regulatory and social
management pro pr processes processes
Process Supply Select customers Identify new opportunities Environment
perspective Produce Acquire new customers Select the R&D portfolio Safety & Health
Distribute Retain existing customers Design and develop Employment
Manage risk Grow business with Launch Community
customers
[ Human capital
Learning and i )
growth Information capital

perspective

Organization capital

Leagership ’

Figure 3.4: A typical strategy map of a for-profit organisation embodied in a third
generation BSC (Source: Kaplan, 2008)

Another very important development with regard to the BSC is the publication of a
separate paper by its co-founder Kaplan (2008) to articulate the conceptual foundations
of the BSC (the third generation BSC to be more specific). This article provides
answers to some of the misconceptions about the BSC. Kaplan (2008) argues that
although the BSC appreciates the fact that the stakeholder needs and their interplay (the
needs of the shareholders, customers, communities, employees and suppliers) is central
to strategy planning, the BSC does not assume that strategy formulation begins by
identifying the needs of the stakeholders, as advocated by stakeholder theorists (e.g.
Freeman, 1984). This is because—according to Kaplan—the stakeholder view provides

a less powerful view of value creation of a firm, as joint maximisation of stakeholder
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needs resulting in suboptimal long-term value of the firm (more precisely value to the
owners). He argues that BSC is based on the assumption that formulation of the
organisational strategy should precede stakeholder satisfaction and that the objective of
a business is to maximise its value (strategies should be formulated to maximise value
of a firm), given the complex interplay between the stakeholders. Similarly, Kaplan
argues that the BSC inherently appreciates the importance of fulfilling the needs of the
employees (the learning and growth perspective, among other things, takes into account
intrinsic and extrinsic needs of the employees) without making employee satisfaction
central to the organisation. The BSC assumes that employee satisfaction is only a

means to an end and not the end (company value maximisation) in itself.

In the aforesaid paper, using the “agency theory” (section 2.3.1.1) as a frame of
reference, Kaplan (2008) brings the self-interested behaviour of top managers into the
limelight. Agency theory holds that there is often a conflict of interest between the
interests of a firm’s shareholders (maximising the net benefits of future returns) and the
interests of senior managers (maximising their own self-interests), who are the agents of
the shareholders. Kaplan concedes that the BSC fails to provide a single metric that
captures the overall performance of an organisation (performance measures in the BSC
are unweighted) to enable the owners to devise an equitable reward system for the
executives. However, according to Kaplan, linking firm performance to executive pay
is only one of the many aspects of a good PM system. As a corollary to the self-
interested agent proposition (agency theory), the researcher observes the BSC does not
directly indicate how well organisational leadership is driving the organisation to
achieve shareholder objectives (long-term financial performance). Four different PM
perspectives and multiple measures (in each perspective) mean that in the absence of
guidance as to how each PM perspective and its elements should be weighed, it

becomes difficult to quantitatively represent the overall organisational performance.

Based on the above arguments of Kaplan (2008), who is a management accounting
scholar as mentioned earlier, the researcher is of the view that the conceptual
underpinnings of the BSC is heavily shaped by principles of managerial economics such
as agency theory and the theory of the firm. In simple terms, the theory of the firm
views the objective of a firm as maximising the net benefits of future returns (i.e.

maximising long term shareholder value) (Brigham & Pappas, 1976; Jensen, 2002). In
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spite of over 20 years of academic scrutiny, three conceptual revisions and evidence of
widespread practical usage, the BSC (even for a profit making enterprise) is still not
without its critics (Awadallah & Allam, 2015). Nerreklit (2000) and Nerreklit,
Norreklit, Mitchell, and Bjernenak (2012) critiqued the BSC on two grounds. First,
Norreklit examined the implied causal relationships between the measures, which form
the basis of the BSC (e.g. strategy map): “measures of organisational learning and
growth = measures of internal business processes = measures of customer perspective
—> financial measures” (Nerreklit, 2000, p.68). Norreklit et al. (2012) argued that the
implied causal relationships between the measures in a BSC is incomplete, because
financial performance cannot be reliably predicted this way (they argued that more
variables are needed to predict financial performance reliably). Second, Nerreklit et al.
examined the claim made by the founders of the BSC that BSC is not only a strategy
monitoring system but also a strategic control system (i.e. the BSC can also be used to
effect corrective action). Nerreklit (2000) and Nerreklit et al. (2012) contend that the
BSC cannot be an effective strategic control system because: (a) it does not account for
all the key external stakeholder relationships (they show that the BSC omits suppliers
and public authorities), and (b) the top-down approach advocated in formulating the
BSC does not foster the requisite internal stakeholder relationships (manager-employee
relationships) for the BSC to get rooted in the culture and the management system of an

organisation.

Other scholars also acknowledge deficiencies of the underlying theory of the BSC, the
process of creation of the scorecard, and its rationale. Rillo (2004) asserts that the BSC
does not consider certain important interest groups such as the government and
employees. Maltz, Shenhar, and Reilly (2003) observe that the biggest shortcoming of
the BSC is non-inclusion of employee satisfaction as a primary PM domain. They
argue that without satisfied employees an organisation cannot achieve high levels of
customer satisfaction and therefore financial performance. Pessanha and Prochnik
(2006) criticise the BSC for overlooking stakeholder satisfaction in favour of
shareholder satisfaction when selecting the strategic objectives and performance
measures. Moreover, they contend that although the Internal Processes perspective and
the Learning and Growth perspective capture different facets of workforce needs, the

BSC does not measure actual level of employee satisfaction. What they imply is that an
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organisation may take several initiatives to motivate staff intrinsically and extrinsically
but there is no real guarantee that these initiatives actually result in satisfied employees.
Parmenter (2012) criticised the BSC for lack of clarity (e.g. insufficient detail) in
outlining how performance measures should be developed for each perspective.
Parmenter compared the characteristics of key performance indicators (KPIs) yielded by
a BSC with the characteristics of KPIs used by iconic organisations such as Toyota,
Nissan, GE, and Honeywell (he called these “wining KPIs”) and identified
inconsistencies in the BSC approach. He argues that the primary role of “wining KPIs”
is to guide managers in focusing on “critical success factors” (CSFs) and that BSC’s
performance measures on the other hand are static measures meant to monitor and
evaluate the performance of strategies (the researcher views this as a convoluted
argument). In the same vein, Parmenter argues that the BSC does not provide any
direction as to how CSFs should be determined. Parmenter argues that CSFs are the
key to identifying effective KPIs. Antonsen (2014) also contends that the BSC does not
provide any guidance as to how CSFs could be identified, which is central for
generating KPIs. Anand, Sahay, and Saha (2005) have also criticised the BSC for lack

of guidance given in the KPI selection process.

Meyer (2002, p.184), an influential author on management and sociology, does not see
any issue in using the BSC framework in the strategy planning and implementation,
provided the “hidden assumptions” in the BSC are made explicit. To him, there are two
major hidden assumptions in the BSC framework: (a) strategy formulation is a top-
down approach and therefore, essentially a senior management prerogative, and (b)
operational level performance measures can be intuitively deduced from strategic level
performance measures that are derived from the strategy maps. Meyer also shows that
the BSC does not indicate how the performance, as indicated by each individual

measure, collectively explain the overall performance.

Drawing inferences from the theory of “bounded rationality” (Simon, 1957)'%, based on

his research experience on experimental behavioural accounting, Salterio (2012) argued

"2 Simon’s theory of bounded rationality (Simon, 1957) posits that the human brain is bounded by its
ability to process information. Salterio (2012) also refers to the magic number 7 + 2 pieces of
information together as the limit and go on to show that Kaplan and Norton’s prescription (Kaplan &
Norton, 1992) of 4 to 7 measures per measurement perspective is consistent with the theory of bounded
rationality.
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that the BSC attempts to limit the number of performance domains it covers and the
measures being used, at the expense of articulating a comprehensive theory on business
success. Salterio also opined that in the actual implementation of the BSC, users use
different subjective weights for different measures (more commonly agreed measures
being given more weight) based on their perception of each measure, which also results
in some dimensions receiving more weight over the others, in the strategic monitoring
process. While this idea is generally consistent with the principles of multi-criteria
decision making (e.g. the analytical hierarchy process), the researcher sees the
opportunity of using an empirical model fitting approach to address this issue more

scientifically (see section 3.6).

Dechow (2012) questioned the validity of the BSC’s rhetoric “BSC translates strategy
into action” through the concepts and objects embedded in the BSC. Notwithstanding
the fact that the two founders of the BSC (Kaplan and Norton) have assured that it is the
case, Dechow questioned whether practitioners ever use strategy maps (a key object in
the third generation BSC) in strategic planning process. He argued that future research
should examine the link between the BSC concepts and its objects (e.g. PM dimensions,
strategy maps, and the casual links) more closely and also whether the BSC actually

translates corporate strategy into operational action.

The researcher observes that some criticisms (e.g. lack of consideration of all the key
stakeholders, non-inclusion of a dedicated measurement domain for employee
satisfaction) levelled at the BSC are partially attributable to lack of full understanding of
the conceptual foundations of the BSC, on the part of the critics. In fairness to some
critics (those who criticised the BSC prior to 2008), Kaplan articulated the conceptual
foundations of the BSC much later (in 2008, as discussed earlier), in part, to clear some
misconceptions of the BSC. More recently, in a special issue on the BSC, Kaplan
(2012) responded to commentaries made by critics (in the same issue) on the BSC.
Some papers relate to complexities that arise in multi-stakeholder environments and
BSC’s apparent inability to account for these adequately, which is, in fact, not a new
idea. Two other papers of relevance—Salterio (2012) and Dechow (2012)—have been
covered in this section. However, the researcher sees merit in some criticisms of the
BSC (more notably, over-emphasis of the shareholder paradigm and inadequate

attention to employee satisfaction), in the case of application of the BSC in NPOs in its
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current form. Being a focal area of this study, gaps in the BSC are further reviewed in
sections 3.4 onwards (in relation to NPOs). In essence, the researcher supports the
notion that the BSC requires more clarity, because in its current form, it requires
significant alterations to fit to the specific requirements of each organisation, often
involving the help of external consultants (Hoque, 2014; Qu & Cooper, 2011; Noell &
Lund, 2002).

3.3.3. The Conceptual Foundation of the PP

In early 2000, Neely and his colleagues (Neely et al., 2001) designed a PM framework
known as the Performance Prism (PP), using an accessory that was termed the “success
map”’; the success map, Figure 3.5 embraces the organisation strategy into the

management system.
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Figure 3.5: The PP framework and an example of a success map (Source: Neely,
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The researcher observes that in the literature (e.g. Bourne, Kennerley, & Franco-Santos,
2005; Carlucci & Schiuma, 2007; Koufteros, Verghese, & Lucianetti, 2014) a success
map is viewed as being equivalent to a strategy map. This is because success is the -
outcome of the strategy and therefore causal dependencies among strategic objectives
(BSC) should be consistent with causal dependencies among successes (PP). Five
interrelated facets—Stakeholder Satisfaction, Strategies, Processes, Capabilities, and
Stakeholder Contribution—are embodied in the PP (Figure 3.5). The first dimension
Stakeholder Satisfaction provides a wider understanding on the stakeholders—
employees, suppliers, partners, and the community—compared to the BSC and other
PM frameworks (Neely, 2007). The second dimension Strategies, which follows from
the first dimension, concentrates on organisational-level strategies. According to Neely
(2007), the PP emphasises the importance of deriving strategies according to the
stakeholders’ expectations, in line with the stakeholder theory.”” PP requires all key
processes (the third dimension) that have been established to conduct organisational
functions be considered in identifying performance measures under the Processes
dimension. The researcher observes that conceptually, the Processes dimension in the
PP is analogous to the Business Processes dimension in the BSC. The fourth dimension
Capabilities captures the tangible and intangible assets of the organisation (employees,
rules, skills, machinery and the organisational setup) required to drive the processes.
The researcher observes that conceptually, the Capabilities dimension in the PP is
analogous to the Learning and Growth dimension in the BSC. According to Neely
(2007), the said four PM dimensions of the PP are the dimensions that strengthen an
organisation’s competitive advantage (in a nonprofit context, the organisations still do

compete with one another for resources such as funding and skilled labour).

According to Neely (2007), while other PM systems posit customer satisfaction as an
antecedent of shareholder value creation (profitability), these do not consider the
importance of stakeholder contribution—the contributions the customers and other
stakeholders make towards helping the organisation to achieve its goals. Taking this
into account Neely, included the fifth dimension Stakeholder Contribution, to

emphasise the reciprocal relationship between the organisation and the stakeholders.

3 As discussed earlier (section 3.3.2), the BSC starts with strategies (e.g. growth, market share) aimed at
creating long-term shareholder value and then identifies key stakeholders to satisfy them to achieve
long-term shareholder value.

57



Although the evidence of practical utility of the PP has been limited (Najmi, Etebari, &
Emami, 2012; Smulowitz, 2015), Stakeholder Satisfaction seems to be a valid proxy for

social impact, in the case of a NPO.

The PP is not without its critics. Bryson (2011) contends that the PP does not form a
link between the strategic indicators and the operational indicators. Bryson also argues
that the PP does not provide insights as to how it should be practically implemented for
performance improvement. Mendibil and MacBryde (2005) argue that PP is a weak
theoretical model because the causal connections between the five performance
dimensions have not been well articulated. The latter reason might explain why extant
literature on the PP is mostly confined to articles produced by its inventors (Neely and
his colleagues). It is important to note that the PP is prescribed as being suitable for an

organisation belonging to any sector: private, public, and nonprofit (Neely, 2007).

3.3.3.1. PP Vs BSC: Researcher’s Synthesis

The key feature in the PP, according to Neely as well as the proponents of the PP (e.g.
Forcada et al., 2008; Najmi et al., 2012), is Stakeholder Satisfaction. The critics of the
BSC and the proponents of the PP claim that Stakeholder Satisfaction is not adequately
considered in the BSC. The researcher does not fully agree with this criticism on the
BSC, as far as for-profit organisations are concerned (the original intent of the BSC was
to guide for-profit organisations in strategy monitoring and control). Similarly, the
researcher does not view the PP being more aligned to the stakeholder theory than the
BSC. Kaplan (2008), the co-creator of the BSC has articulated the conceptual
underpinnings of the BSC elegantly (see section 3.3.2). Kaplan argues that the BSC

recognises the value of stakeholders for creating long-term shareholder value.

It is clear to the researcher that founders of the BSC (Kaplan and Norton) understood
stakeholder theory well, even though they did not embrace it. Encouraging managers to
draw strategy maps suggests that the founders of the BSC value the systems thinking
concept embodied in stakeholder management. The researcher views the founders of
the BSC as instrumental stakeholder theorists (see section 2.3.1.2 in Chapter 2)
because, they recognised that to maximise long-term value, a firm must manage its

stakeholders effectively. What the founders of the BSC argue is that a firm’s strategies
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should be driven by shareholder needs and not by stakeholder needs. However, in the
case of the nonprofit BSC, Kaplan downplays the emphasis on the financial dimension

as mission achievement takes precedence over financial performance.

3.3.4. The Conceptual Foundation of the Baldridge Excellence Framework and the
EFQM Excellence Model

3.3.4.1. Baldrige Excellence Framework

The Baldrige Excellence Framework (BEF), previously known as “Criteria for
Performance Excellence”, and prior to that, “Malcom Baldrige National Quality Award
Criteria”, 1s a performance management framework that serves several purposes:
recognition of outstanding organisations (for national or regional quality awards),
performance monitoring (e.g. self-assessment), dissemination of best practices, and
benchmarking (Flynn & Saladin, 2001; Grigg & Mann, 2008; Saunders et al., 2007).
Although the BEF remains a property of the United States,' it is being used worldwide
for the purpose of gaining benefits that it is supposed to provide (Grigg & Mann, 2008).
Although the BEF was originally developed for for-profit organisations, it was extended
later (since 2006 on pilot basis and since 2007 permanently) to cover NPOs also, with
superficial modifications to its elements; for example, minor changes to the labelling of

some performance dimensions (categories) (Jayamaha, Grigg, & Mann, 2009).

The BEF consists of seven performance dimensions (categories): Leadership; Strategy;
Customers; Measurement, Analysis, and Knowledge Management; Workforce;
Operations; and Results. Each dimension (category) in the BEF is divided into two or
more sub-elements known as (measurement) items. The current version (2015-2016) of
the BEF contains seventeen items (NIST, 2015). BEF is based on nonprescriptive
criteria on performance excellence, in the sense, apart from prescribing how much
weight each measurement item should be allocated in calculating the overall
performance of the organisation, it only provides broad directions (covered in the next
paragraph) on each of the seven performance dimensions (categories) to enable the

framework/criteria to be adopted to suit any organisational context (NIST, 2015).

'*" The researcher uses the phrase “property of the United States” to mean that the BF is being developed

by the National Institute of Science and Technology (NIST), USA, in conjunction with the American
Society of Quality (ASQ), for the benefit of US organisations (mainly to increase their productivity).
NIST remains the custodian of the BF.
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Figure 3.6 exhibits the current version of the BEF. The basic proposition embedded in
the BEF is that Leadership drives the system (People, Information, Strategies and
Operational Processes) to achieve results creating a customer focus (Collier & Evans,
2015; Hossain & Prybutok, 2014; Prybutok, Zhang, & Ryan, 2008; Wilson & Collier,
2000).

The Organizational Profile
sets the context for your
organization. It serves as the
background for all you do.

L]

The results triad (Workforce,
Operations, and Results)
includes your workforce-focused
processes, your key operational
processes, and the performance
results they yield. -

.

The leadership triad (Leader-
ship, Strategy, and Customers)
emphasizes the importance of
a leadership focus on strategy
and customers.

Organizational Profile

VAN

Leadership 4 Integration D

Operations

-e ..
The system All actions
foundation lead to
{Measurement, Results—a
Analysis, and C 1S compasite of product
Knowledge Management) Or e Va[ueS and COnCep and process, customer-

is critical to effective
management and fo a

focused, workforce-
focused, leadership

fact-based, knowledge- %, and governance, and
driven, agile system for . financial and market
improving performance The basis of the Criteria is a set of Core Values and Concepts that results.

and competitiveness. are embedded in high-performing organizations (see pages 39-43).

Figure 3.6: The Baldrige excellence framework (NIST, 2015, p. 1)

The BEF can be viewed as a set of nonprescriptive criteria on performance excellence
because it raises a series of “what” and “how” type organisation-specific questions'® on
the seven performance dimensions. These seven dimensions are the core of the BEF
because they, together, explain how an organisation achieves its higher-level (i.e.
strategic) results. According to NIST (2015), because the questions work together as a

unique, integrated performance management framework, answering the questions helps

"> As an example, one of the “how” type questions under the performance domain Leadership is “how do
you evaluate the performance of your senior leaders, including the chief executive, and your
governance board?” (NIST, 2015, p. 8).
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the organisation to align their resources; identify strengths and opportunities for
improvement; improve communication, productivity, and effectiveness; and achieve

their strategic goals.

The first category of the BEF Leadership examines how senior leaders’ actions guide
and sustain the organisation, how they communicate with the work force (employees)
and encourage high performance; the organisation’s governance system and approach to
leadership improvement, ethical behaviour and social responsibility are also questioned

(examined) (NIST, 2015).

The second category Strategy examines how the organisation establishes its strategy in
addressing the challenges (threats and organisational weaknesses) and leveraging on the

advantages (opportunities and organisational strengths) (NIST, 2015).

The third category Customers examines how the organisation engages with its
customers. This includes how the organisation listens to the voice of its customers,
builds customer relationships, and uses customer information to improve and identify

opportunities for innovation (NIST, 2015).

The fourth category Measurement, Analysis, and Knowledge Management examines
how the organisation selects, gathers, analyses, manages, and improves its data,
information, and knowledge assets and how it manages its information technology.
This category also examines how the organisation uses feedback to improve its

performance (NIST, 2015).

The fifth category Workforce examines the organisation’s ability to assess workforce
capability and capacity needs and build a workforce environment that is conducive to
high performance (in other words human resource planning and development). This
category also examines how the organisation engages, manages, and develops its
workforce to utilise their full potential to align with the organisation’s overall mission,

strategy, and action plans (NIST, 2015).

The sixth category Operations examines how the organisation designs, manages, and

improves its work systems and work processes to deliver customer value and achieve
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organisational success and sustainability. This category also examines employees’

readiness for organisational change (NIST, 2015).

The seventh and final category Results examines the organisation’s performance and
improvement in all key areas: product and process outcomes, customer-focused
outcomes, workforce-focused outcomes, leadership and governance outcomes, and
financial outcomes. The organisation is required to document its performance levels
relative to those of competitors and other organisations with similar service offerings

(NIST, 2015).

According to NIST (2015), the BEF can guide for-profit and NPOs to enhance
productivity, effectiveness, efficiency through customer satisfaction, workforce
satisfaction (volunteers also in the case of a NPO), financial sustainability, governance

and social responsibility.

The theoretical validity of the BEF has been examined by number of researchers (e.g.
Evans & Mai, 2014; Flynn & Saladin, 2001; Jayamaha et al., 2009; Mellat-Parast, 2015;
Pannirselvam, Siferd, & Ruch, 1998). However, there are no large sample studies
involving NPOs. Another issue is having a common set of criteria (albeit being flexible
enough to be adopted in any organisation) for performance excellence for all types of
organisations (Al-Tabbaa, Gadd, & Samuel, 2013; Striteska & Spickova, 2012)
implying that BEF does not posit a theory that is unique to NPOs.

3.3.4.2. EFQM Excellence Model

The EFQM Excellence Model (EEM) is the European equivalent of the US’s BEF
(Bou-Llusar, Escrig-Tena, Roca-Puig, & Beltran-Martin, 2009; Gomez, Costa, &
Martinez-Lorente, 2011; Grigg & Mann, 2008). EEM consists of nine performance
domains (Figure 3.7) and each domain is examined much the same way as in the BEF.
EEM posits that: (a) Leadership drives the process inputs (People, Strategy,
Partnerships and Resources), and (b) Processes deliver outcomes (results) on People,
Customers, and the Society and these results together contribute to the Business Results
of the organisation (Bou-Llusar et al., 2009; Calvo-Mora, Leal, & Roldan, 2005;
Eskildsen & Dahlgaard, 2000). Like the BEF, EEM emphasises the importance of
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People and consider it as an “Enabler” of “Results” through process improvement
(Paton, 2003); thus unlike the BSC, EEM (and the BEF) recognises the employee
contribution for organisational success and sustainability more readily (Al-Tabbaa et al.,

2013; Neely, 2007).

Enablers

Results l

Leadership Processes, People Results Business Results
Products &
Services

Strategy Customer Results

Partnerships & Society Results
Resources

L Al

Learning, Creativity and Innovation

Figure 3.7: The EFQM excellence model (EFQM, 2013)

The theoretical validity of the EEM has been examined by a number of researchers (e.g.
(Bou-Llusar et al., 2009; Calvo-Mora et al., 2005; Gomez et al., 2011), although as in
the case of BEF, there is no empirical study on the validity of EEM for a sampling
frame involving NPOs only. Again, like the BEF, EEM is generic in that the same
model is being used for assessment of for-profit and NPOs (Al-Tabbaa et al., 2013;
Striteska & Spickova, 2012). For this reason the researcher argues that the EEM does
not provide any better theory to explain strategic outcomes on NPOs than the theory

provided by the BEF.'°

' What these frameworks overlook is discussed in a subsequent chapter (Chapter Eight), after
comparing these models with the researcher’s theoretical model.
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3.4. PERFORMANCE MEASUREMENT FRAMEWORKS FOR NPOS

The four PM frameworks covered in the previous section (section 3.3) are also relevant
to NPOs. These frameworks as well as two other frameworks are reviewed in this

section, in relation to NPOs.

3.4.1. The Balanced Scorecard for NPOs

By the time a separate BSC framework was developed by Kaplan (2001) for NPOs, the
BSC had progressed towards being a mature framework (the third generation BSC has
been published). The nonprofit BSC framework (Figure 3.8) can be viewed as an
adjustment to the regular BSC (for-profit version), while retaining the core elements of
the third generation BSC, such as the strategy maps. Although the nonprofit BSC
retains the four dimensions in the regular BSC, there are differences between the two
versions. The major differences between the two versions are that in the nonprofit
version: (a) the mission is treated as the driver (as opposed to shareholder objectives as
in a for-profit organisation) that sets the strategy, (b) more flexibility being given in
forming the dimensions on which the performance measures should be developed
(instead of the four rigid measurement dimensions, a nonprofit BSC can have three to
five dimensions, depending on the strategy of the NPO being considered), and (c)
mission achievement is (as opposed to long-term shareholder value creation) treated as

the ultimate goal (endpoint) in nonprofit performance monitoring (Kaplan, 2008).

The Mission E—

Donor Perspective The Mission rather than the financial/shareholder Client Perspective

objectives drives the organization’s strategy.

“If we succeed, how “To achieve our vision,
will we look to our how must we look to our
financial donors?” customers/recipients?”

“To satisfy our customers,
financial donors, and mission,
at which business
processes must we excel?”

|

Vi 7] 7 .

To achieve our vision, hcml must Learning & Growth

our people learn, communicate,
and work together?”

Internal Business
Process Perspective

Perspective

Figure 3.8: The nonprofit BSC framework (Source: Kaplan, 2001, p. 361)
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It has also been argued that the customer perspective in the BSC imposes some
difficulties in adapting the BSC to NPOs. Unlike the for-profit sector, the nonprofit
sector attracts different kinds of customers (Moore, 2003; Talbot, 2010). One customer
segment consumes goods and services without paying (beneficiaries) whilst a third
party, which is also a customer segment, acts as charitable donors who supply the
resources to serve the first customer segment (Moore, 2003; Talbot, 2010). Moore
(2003) argues that both customer segments are seemingly equally important to NPOs
because fulfilling the aspirations and requirements of both customer segments are
crucial for the sustainability of the NPO. Therefore one challenge documented in the
literature in implementing the BSC framework to NPOs is the difficulty in identifying
who the actual customers are and whether the customer segment beneficiaries should be
given priority or otherwise over the customer segment donors (Anon, 2008; Moore,

2003; Talbot, 2010).

The researcher observes that the nonprofit BSC framework (Figure 3.8) fails to provide
a convincing explanation as to why the financial perspective exists and/or the role being
played by it (the long-term shareholder value creation concept does not apply for NPOs
because they do not have private owners). The role being played by the financial
perspective in a nonprofit BSC is also not apparent in strategy maps being prescribed by
Kaplan (2008). For example in Figure 3.9, there are no outgoing arrows originating
from the financial perspective, which implies that internal operations of a NPO do not
depend on its financial perspective! The nonprofit BSC accepts that the financial
perspective is necessary for mission achievement, but it fails to explain how
achievement of financial objectives causes achievement of the mission and/or the social

impact.
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Figure 3.9: A strategy map of a NPO (Source: Kaplan, 2002, p. 233)

Niven (2008) rearranged the BSC perspectives to (among other things) better delineate
the role being played by the financial perspective of a nonprofit BSC (Figure 3.10).
Niven argued that achievement of employee learning and growth as well as building
organisation’s physical and knowledge infrastructure (e.g. ICT) is partly dependent on
the financial perspective and that in a NPO, the finances can be managed through

revenue creation initiatives as well as cost control initiatives (e.g. elimination of waste).
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Figure 3.10: The hierarchical arrangement of the BSC perspectives for a NPO as
argued by Niven (2008, p.212)

The researcher also observes that the label “Mission” has been used in the nonprofit
BSC to mean both the driver (e.g. Trotta, Cardamone, Cavallaro, & Mauro, 2013; Yang,
Cheng, & Yang, 2005) and the final outcome (e.g. Kaplan, 2001; Niven, 2008). In the
theoretical framework posited by Trotta el al. (2013), the mission is taken as the driver
(this is in line with Kaplan, 2001) because mission sets strategies and strategies drive
inputs and processes (the BSC perspectives) to achieve the mission-related outcomes.
An interesting point in question is if mission is labelled as the driver, what precisely
does the Mission represents. Is it the currency and/or relevance of the organisation’s
mission? and/or is it the organisation’s commitment to its mission? or is it something
else? Although not a research question, the researcher answers these questions

indirectly in her fieldwork, in operationalising the concept “Mission”.
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3.4.2. The Performance Prism and Quality Award/Excellence Frameworks

The PP (see section 3.3.3 for details), which provides five interrelated dimensions for
performance management (Neely et al., 2001) can also be used to measure the
organisational performance of NPOs (Anon, 2015). The PP takes a more holistic view
of stakeholders than the other frameworks (Tangen, 2004), which is important in a
nonprofit context (Neely et al., 2001; Tangen, 2004; Yadav & Sagar, 2013). In keeping
with the stakeholder theory, Neely et al. (2001) emphasise the importance of taking
stakeholder requirements into consideration before establishing the organisational
strategy. Tangen (2004) argues that questioning the organisation’s existing strategy in
relation to the stakeholder environment provides a strong foundation in selecting more
relevant performance measures. Yadav and Sagar (2013) argue that a stakeholder focus
on strategy formulation (rather than a shareholder focus) creates a long-term focus on

organisational value creation.

While the above arguments (i.e. Neely et al., 2001; Tangen, 2004; Yadav & Sagar,
2013) have not necessarily being directed in support of NPOs, it seems to the researcher
that the stakeholder focus advocated in the PP seems to better explain why people are
motivated to work in NPOs (many work voluntarily for non-monitory rewards in NPOs
and unless a NPO creates an employee focus, it will fail to retain its workforce) and
why NPOs exist in the first place. This is because theory of the firm (McWilliams &
Siegel, 2001), which forms the basis of the BSC’s shareholder view, does not fit NPOs
(there is no such thing as maximising the net benefits of the future returns of the

shareholders, in the case of NPOs).

Al-Tabbaa et al. (2013) opine that both quality award frameworks such as the BEF and
EEM (these were covered earlier in section 3.3.4) are generally applicable to NPOs
because they take a stakeholder perspective. For example, they show that the
measurement domain Society Results in the EEM (see Figure 3.7) captures the
importance of NPO’s outcomes on the society, which is important in attracting donors,

which is turn vital for long-term sustainability (Al-Tabbaa et al., 2013).
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3.4.3. The Production of Welfare Framework

Production of Welfare Framework (Figure 3.11) is a performance measurement
framework that is designed to examine the production of welfare (final outcome) in
relation to resources (production inputs) using an analogy similar to that being used in
microeconomics to explain the production of conventional goods using production
factors (labour and capital) (Davies & Knapp, 1994; Kendall & Knapp, 2000). This
framework is one framework that has been tailor made to measure the performance of
voluntary organisations, particularly healthcare service organisations (Davies & Knapp,

1994; Iparraguirre & Ma, 2015).

Costs or : Resource Intermediate
budget inputs > outputs

Non-resource ——>»  Final
inputs outcomes

Figure 3.11: Production of welfare framework (Source: Kendall & Knapp, 2000, p.
115)

Five key features are embraced in the Production of Welfare Framework: Resource
Inputs (employees, capital); Cost or Budget; Non-resource Input (ideas or attitudes of
internal participants); Intermediate Outputs or Outcomes (services provided and their
quality); and the Final Outcomes (improvement in the beneficiaries within the
assessment period) (Kendall & Knapp, 2000). The meso and macro context are also
entailed in the framework, which embraces the internal and external environment
respectively. The framework is further developed using eight performance domains and
indicators: Economy, Effectiveness, Efficiency, Pluralism, Equity, Participation,
Advocacy and Innovation (Kendall & Knapp, 2000). Of all the PM models, the
Production and Welfare Framework seems to be the most difficult model to adopt as
there is virtually no explanation as to how the model could be used in strategy
monitoring and control. This is partly because the Production of Welfare Framework
does not examine the processes that are involved in transforming inputs into outputs;

this is not a surprise, given that this framework is grounded in economics.
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3.4.4. The Logical Framework Approach/Logic Model

The Logical Framework Approach (LFA) is a management approach that is used for
project planning to measure the social impact of a particular project (Kellogg
Foundation, 2006). As such the LFA/Logic Model has relevance to any organisation
(private, public or nonprofit) as responsible citizenship is common to any project (e.g.
planning a coal power station, commissioning a nourishment programme for under-
privileged school children) (Hatch & Cunliffe, 2013; Maas & Liket, 2011). Figure 3.12
depicts the Logic Model in its basic form.

Resources/

Inputs » Activities » Outputs » Outcomes » Impact

o o O O O

Your Planned Work Your Intended Results

Figure 3.12: The basic Logic Model (Kellogg Foundation, 2006)

The fact that the Logic Model addresses the social impact of a project makes it a viable
model for PM in NPOs. The downside of the Logic Model is that the model measures
performance at “project level” as opposed to “organisational level” (Maas & Liket,
2011). The model reminds planners that they need to look beyond the system as what
eventually matters is the (social) impact the project makes (in a positive or a negative
way) on the stakeholders, and not the outputs per se (Maas & Liket, 2011; Mulgan,
2010). Maas and Liket (2011, p. 175) define Impact of a project as the changes the
project makes to social systems minus what would have happened in the absence of the

project.

The LFA (the logic model and the associated tools) consists of nine key features:
Context, Stakeholder Analysis, Problem Analysis, Objective Analysis, Activities,
Resource Planning, Goal Achievement Indicators Identification, Risk Analysis and
Assumptions (Bakewell & Garbutt, 2005). The LFA does not prescribe a priority order

in which the nine features should be arranged; flexibility is given to contingency factors
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such as the organisational requirements. This may mean that the use of the approach
may differ from one organisation to another. The logical and important element in the
LFA is the 4x4 matrix (the rows in the matrix refer to level of objectives and the
columns refer to achievements of the objectives), which gives the summary of the
programme’s key elements and relationships among them—as well as the overall

procedure that allocates program elements (Bakewell & Garbutt, 2005).

In spite of having a workable definition on social impact and looking beyond the system
to measure social impact, LFA seems to be too simple, lacking essential PM dimensions
that are considered to be important in managing organisational performance (Bakewell
& Garbutt, 2005). Moreover, being too simple, LFA leads different organisations to use
the approach in different ways, thus limiting its generalisability (Bakewell & Garbutt,
2005; Harley, 2005). Therefore LFA 1is typically used for project planning and
evaluation instead of measuring the overall organisational performance (Harley, 2005).
In addition, Harley (2005) argues that difficulty in selecting program indicators results

in implementation problems of the Logic Model, even at the project level.

3.5.PRIOR STUDIES THAT EXAMINED DIFFERENT FACETS OF
VALIDITY OF THE BSC

This section solely reviews prior studies on different facets of validity of the BSC in a
nonprofit context. With the exception of quality award frameworks, other PM
frameworks have received very little academic scrutiny on theoretical and practical
validity. This section includes papers on BSC implementation studies (case studies),
conceptual papers (usually literature synthesis and/or authors’ personal reflection), and

large sample studies (these are quantitative studies used for theory testing).

3.5.1. BSC Implementation Studies

The applicability of the BSC to NPOs has been tested at organisational level. For
example, using the multi-criteria decision making approach Grigoroudis, Orfanoudaki,
and Zopounidis (2012) demonstrated the development of a BSC (including strategy map
development) in a healthcare organisation. The most essential financial performance
indicators as well as non-financial indicators were embedded in the proposed model and

these were used to assess service quality, stakeholder satisfaction, and organisational

71



improvements. Grigoroudis et al. found that the performance of their case study
organisation was low in the Customer perspective, implying that the case study
organisation has not met customer expectations due to ineffective service processes as

implied by the low performance in the Internal Business Processes perspective.

Martello, Watson, and Fischer (2011) examined how the implementation of the BSC
enables bridging the gap between operational activities and strategic objectives in a
rehabilitation centre in New York, USA. Based on information collected from the
respondents, they observed that equal importance needs to be given to the Customer

dimension as well as the Financial dimension, to achieve the Mission.

Through conducting interviews with a select group of personnel (the vice president, the
administrative team and the board of directors) Kocakiilah and Austill (2007) studied
the Midwestern healthcare system in the US to answer the research question “why
should the BSC be used by healthcare organisations?” They found that the four PM
perspectives prescribed in the BSC do not adequately fit the nonprofit healthcare sector
in explaining healthcare performance and hence the BSC perspectives need to be
substantially redefined as Customer Satisfaction, Clinical Quality, Operations, and
Financial to suit the sector; the researchers also emphasised the importance of
modifying the BSC according to the mission and vision of the organisation before it is
being adopted for strategic management purposes (planning, implementing, and

monitoring the strategies).

By proposing an implementation framework of the BSC, Yang et al. (2005) attempted
to validate the BSC through a case study involving a Taiwanese nonprofit hospital.
Their model consisted of five PM dimensions: Customer, Internal Business Process,
Learning and Growth, Financial, and Society Promise. They concluded that the BSC
fits NPOs but they emphasised the importance of continuing research in other NPOs for

further refinement.

Stewart and Bestor (2000) conducted a case study on a nonprofit Community Memorial
Hospital in Washington and Ozaukee counties in Wisconsin, USA to design and
implement an integrated PM system for their case study hospital as this hospital was

facing both market deregulation and competition for customers (patients) from other
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hospitals. Stewart and Bestor employed the BSC to develop an integrated PM system,
which contained several elements: performance criteria, standards and measures and the
link between hospital objectives, operating plans and day-to-day performance. They
found that the BSC approach to PM provides an effective and efficient way to combine

day-to-day activities with the strategic objectives of the organisation.

While there have been no Australasian studies on the relevance or validity of the BSC in
NPOs, there have been interesting studies (e.g. Greatbanks & Tapp, 2007; Hoque &
Adams, 2011; Northcott & Taulapapa, 2012; Ridwan, Harun, & Fahmid, 2013) on the
applicability of the BSC in the public sector organisations such as city councils,
secondary and tertiary hospitals belonging to the DHBs, government departments and
(Australian) state owned enterprises. The gaps found in some of the studies have
relevance to NPOs as the public sector organisations that were covered in these studies
operate in a somewhat similar fashion to some nonprofit Australasian organisations (e.g.

the social impact is important to both sectors).

Greatbanks and Tapp (2007) conducted a longitudinal case study on the Dunedin city
council to determine how the BSC impacts on the council’s employees’ activities and
processes to deliver customer service. They found that the BSC has a positive impact

on the employees in executing the council’s strategic plan to deliver customer service.

Hoque and Adams (2011) studied the breadth and depth of application of the BSC in
Australian government departments.  They found that Australian government
departments that use the BSC as a primary mechanism to implement the strategy
outperform the departments that do not use the BSC intensely for strategy
implementation. What is not clear in the study is whether the departments that do not
use the BSC intensely do use any other formal PM system. Otherwise one can argue

that the performance effect has come from formal performance monitoring rather than

the BSC.

Using a postal survey'’ followed up by an interview of a select group of personnel

Northcott and Taulapapa (2012) studied how the BSC is being implemented in New

7" The authors have used the postal survey and the follow-up interview to gather qualitative data (hence
this study is not classified as an empirical study).

73



Zealand government departments to identify shortcomings of the BSC as a tool for
performance management in the public sector. They found that the four performance
perspectives prescribed in the BSC need to be substantially redefined to suit the sector
and that causal links between the perspectives need to be better articulated for managers

to use the BSC with greater conviction.

3.5.2. Conceptual Papers

Kong (2010) argued that as a strategic management tool, the BSC is less effective in
delivering the social value a NPO is expected to deliver, due to incompatibility of the
four performance perspectives with the strategic goals of a NPO. In particular he argues
the nonprofit BSC does not address certain key aspects in a nonprofit strategy, such as
workforce elements (e.g. attracting and retaining the workforce), social elements, and
factors that are unique to the external environment of a NPO (e.g. specific types of
collaboration and completion). He argues that one approach to circumvent these
shortcomings of the BSC is to introduce the “Intellectual Capital Framework™ (Youndt,
Subramaniam, & Snell, 2004) in NPOs to supplement the BSC.

Through literature review, Bisbe and Barrubes (2012) examined the BSC as a strategy
implementation and monitoring tool in healthcare organisations. They identified three
areas of concern that need further research: (a) the need to operationally describe the
PM dimensions to suit healthcare, (b) the difficulties of implementing the BSC due to
having to have strategy maps as a prerequisite in the third generation BSCs and (c) the

causal order in which the PM dimensions need to be arranged.

Through literature review, Trotta et al. (2013) proposed a BSC framework to assess the
strategic performance of teaching hospitals. Their conceptual framework posits that the
Mission and Vision drive strategic goals, which in turn drives the Innovation and
Growth perspective, the Research perspective, the Teaching perspective, the Patient
Care perspective, Economic/Financial perspective, and the Stakeholder perspective.
The researcher observes that the Research perspective and the Teaching perspective
(sub-processes that are relevant to teaching hospitals) are not relevant to healthcare

NPOs in her study.
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The UK research organisation 2GC Limited identified five factors that hinder
development of scorecards in the nonprofit sector: difficulty in operationalising what
success means, difficulty in changing the scorecard frequently as the organisation
adjusts and readjusts to strategic challenges, difficulty in defining measurable
performance measures, the need to change the scorecard to take into account “limited
accountability for results”, and lack of guidance on how financial metrics should be

developed (Anon, 2008).

3.5.3. Empirical Studies

Using literature on the BSC to formulate a theoretical model and structural equation
modelling (SEM) to test the model, Wu and Hung (2008) conducted an empirical study

1% 5n the mission achievement

(N = 135) to test the effect of “cause-related marketing
of a single Taiwanese NPO. They examined the BSC performance factors (constructs)
and the hypothesised theoretical relations between the factors based on data collected
from the NPO. They hypothesised that Learning and Growth causes Internal Processes
which in turn simultaneously causes Financial Sustainability and Customer
Satisfaction—both of which in turn cause mission achievement. Out of the five
constructs they modelled, two constructs—Learning and Growth and Internal
Processes—were represented as multidimensional (seconded-order) constructs that
reflect several first order constructs; Leaning and Growth was represented via Human
Capital, Organisational Capital and Information Capital (in essence resources) while
Internal Processes was represented via Operations Management, Regulatory and Social
Management, Customer Management, and Innovation. The researcher observes that
using this number of constructs'®, which also means so many measures to represent a
BSC measurement perspective such as Internal Processes, is not consistent with the
principles of the BSC—particularly, the bounded rationality principle. Increased level

of abstraction (second order constructs are very abstract) is also a practical issue

Cause-related marketing (CRM) is a distinct marketing strategy that can be adopted by a for-profit
organisation to achieve for-profit objective through charitable giving. The following formal definition
of CRM was proposed by Varadarajan and Menon (1988, p 60): “Cause-related marketing is the
process of formulating and implementing marketing activities that are characterized by an offer from
the firm to contribute a specified amount to a designated cause when customers engage in revenue-
providing exchanges that satisfy organizational and individual objectives”.

Though not explicitly stated by the authors, part of the reason for using large number of constructs
could be to capture certain initiatives on the part of the NPO that “cause-related marketing” would
have supposed to address.
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because to the practitioner, any framework that academia use must be comprehendible.
Moreover, the study involved only one organisation (multiple respondents), meaning
low generalisability. Wu and Hung concluded that a better theoretical model needs to

be explored to study the effect of cause-related marketing on a NPO.

Valderrama, Cornejo, and Bordoy (2013) used the data envelopment analysis method to
validate the BSC in a Spanish university. They collected empirical evidence from
academic management units to validate the implied causal relationships between the
BSC’s constructs pertaining to the university, and to design the strategy map for their
case study organisation. They argued that their proposed BSC model is suitable for use
by the departments of the University to measure their internal performance and the

relationship of these to the resources that they (the departments) have used.

Adopting a multiple case design to collect qualitative data (observation of board
meetings, interviews with directors and CEOs, and access to board documents), Hough,
McGregor-Lowndes, and Ryan (2015) examined the scorecard’s impact on board
monitoring practices in five small and medium-sized healthcare NPOs in Queensland,
Australia to answer the research question: “how does the availability of a BSC-type tool
impact on board monitoring in nonprofit organisations?” From their findings (passive
usage of the BSC was one of their main findings), they concluded that there’s no
evidence to support the proposition that a BSC-type tool results in improved
understanding of organisational performance by the board, although Kaplan and Norton
(1996b, 2001) claimed so. Moreover, they found that there are several challenges in
adopting the BSC (in its default form) as a board-monitoring tool. They concluded that
if BSC 1is to be an effective board monitoring tool, a NPO must establish appropriate
data collection and data analysis routines and practice these routines diligently, as part

of the board’s culture.
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3.6. KNOWLEDGE GAPS AND RESEARCH QUESTIONS

In the previous chapter (Chapter Two), among other things, the researcher examined the
nature of the nonprofit sector (through a literature review) to argue that there are
differences between managing a NPO and a business (for-profit organisation), or even a
public sector organisation. This shows that a PM system that addresses the
requirements of a for-profit organisation is probably unlikely to adequately address the
requirements of a NPO, and therefore, use of such systems could result in ineffective or

suboptimal outcomes for NPOs.

This chapter examined the literature on key PM frameworks to examine how they stand,
in relation to NPOs. The literature review revealed that nonprofit BSC provides some
key elements that are important to nonprofit management (see section 3.4 for details).
Firstly, it recognises that Mission of the NPO is what drives the organisation’s strategy,
and not primary shareholder objectives such as growth and profitability (Kaplan, 2001,
2008). The BSC also takes a systems perspective in that it recognises that it is the
strategic resources and organisational capabilities (Learning and Growth perspective)
that enable the Internal Process to deliver NPO’s mission-related outcomes. By
induction, it follows that it is the strategy of the NPO that causes the development of its
strategic resources and organisational capabilities; principles of strategic management

(e.g. Eden & Ackermann, 2013; Grant, 1991) also supports this notion.

Niven (2008) provided more clarity to the nonprofit BSC (see section 3.4.1). In
particular, he showed that financial performance (Financial perspective in the BSC) is
not a mission-related outcome as envisaged by Kaplan (2001), but a requirement that is
needed for developing the intangible resources (Learning and Growth perspective in the
BSC). He also argued that in a NPO, financial performance can be improved by taking
strategic initiatives on revenue gathering and cost control. In Chapter Two the
researcher showed that NPOs gather revenue from philanthropy and the government,

and in the case of some NPOs, also charging fees from the client (Salamon et al., 2013).

In section 3.5, the researcher examined relevant prior studies on the nonprofit BSC,
particularly in relation to healthcare. The general finding was that the four

measurement perspectives prescribed in the BSC (plus Mission, in cases where it has
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been considered such as in the study by Trotta et al. (2013)) do not adequately represent
nonprofit management (e.g. Bisbe & Barrubes, 2012; Kocakiilah & Austill, 2007; Kong,
2010). Lack of full consideration of key stakeholders (e.g. Neely et al., 2003; Yadav &
Sagar, 2013), and in particular, overlooking the workforce as a key stakeholder group
(hence non-allocation of a dedicated measurement perspective on people-related
outcomes) was one of the major shortcoming of the BSC highlighted by the scholars
(e.g. Kong, 2010; Pessanha & Prochnik, 2006). Another criticism levelled at the BSC
(e.g. Bisbe & Barrubes, 2012; Norreklit et al., 2012) was found to be lack of clarity on

causal relationships between BSC’s performance dimensions (perspectives).

At a practical level, having to draw strategy maps to rationalise the selection of
performance measures was found to be a deterrent in adopting the BSC by managers
(e.g. Bisbe & Barrubes, 2012; Dechow, 2012) as managers need significant input from
external consultants (Hoque, 2014; Qu & Cooper, 2011; Noell & Lund, 2002). Another
criticism of the BSC, which has relevance to both theory and practice is lack of clarity
on how performance measures should be developed (e.g. Parmenter, 2012) and limiting
the number of constructs (performance perspectives or dimensions) to four (and mission
when it is operationalised) and imposing limitations on the number of performance

measures that the BSC should accommodate (e.g. Salterio, 2012).

The PP (section 3.3.3) and Quality Award/Excellence Frameworks such as the BEF and
EEM (section 3.3.4) addressed some issues of the BSC. For example, these frameworks
take a more holistic view on the stakeholders. In addition, the BEF and EEM provide
an overall performance scoring system. However, the PP and Quality
Award/Excellence Frameworks appeared to be generic prescriptions for performance
monitoring and improvement for any organisation in any sector (for-profit, public, and
nonprofit), which defeats the researcher’s fundamental argument that nonprofit

management is different from for-profit (and even public) management.

Having identified the knowledge gaps pertaining to the nonprofit BSC, and having
identified the properties of other PM frameworks, the challenge is to augment the BSC
to better suit NPOs, keeping its key characteristics intact. With this in the backdrop, the

researcher proposes the following three research questions.
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RQI1. What set of PM dimensions constitute an integrated PM system for NPOs?

RQ2. What are the operational definitions of these PM dimensions?

RQ3. How do the PM dimensions theoretically relate to one another in explaining the

achievement of strategic objectives of a NPO?

The researcher also highlighted that the BSC fails to provide an overall indication as to
how the organisation is performing. Stated alternatively, the BSC fails to explain how
the measures as a whole indicate how an organisation is progressing overall, in
implementing its strategies (Meyer, 2002). This is because the performance measures
in the BSC are unweighted. Kaplan (2008) himself has admitted that this shortcoming
may have implications on the stakeholders (e.g. in a for-profit organisation, the
shareholders). For a NPO this means that key donors (especially the government) are
unable to easily gauge how the leadership (the board of directors) is performing to link

funding to performance.

A manager can easily be misguided by random variability of performance over time,
based on a single indicator. This is because an organisation as a system, is subjected to
numerous randomly varying causes (common causes) that are beyond the control of the
organisation (Britz, Emerling, Hare, Hoerl, & Shade, 1997; Deming, 1994; Hoerl &
Snee, 2012). Quality Guru W. Edwards Deming spent much of his professional life in
educating managers when to take action (when the variability can be attributable to a
special cause) and when not to take action (when the variability is random and cannot
be attributable to a special cause). In addition, Deming (1994) also showed that random
variability (hence common cause variability) does accrue due to imperfections of the
measurement system (no measurement system is perfect)—sometimes a measurement
being above the true value and other times below the true value. Thus consolidating
(aggregating) each performance measure in a PM system on a rational basis, to
constitute the overall performance of the organisation will filter common causes (noise)
from special causes to represent a very useful measure of overall performance. This is
not to undermine the fact that managers need to be able to distinguish random variation
(as indicated by an individual performance measure) from special cause variation

through statistical literacy (Britz et al., 1997; Hoerl & Snee, 2012).
79



Thus the fourth (final) research question RQ4 is stated as follows.

RQ4: What weighting should managers give to each PM dimension and its subparts in

assessing the overall strategic performance of a NPO?

3.7. CHAPTER CONCLUSION

This chapter reviewed the literature on several PM frameworks. The conceptual
foundations of the BSC and other PM frameworks were deeply examined through the
synthesis of the literature (sections 3.3 and 3.4). In addition prior research on
examining the validity of the BSC in a nonprofit context (especially healthcare) was
discussed (section 3.5). The literature review resulted in the identification of several
knowledge gaps in the nonprofit BSC (concisely summarised in section 3.6). The
researcher argued that although PM frameworks such as the PP, BEF, and EEM possess
useful characteristics, the nonprofit BSC provides a useful initial theoretical perspective
to forge ahead in developing it further to suit NPOs. The challenge is to augment the
BSC to better suit NPOs, keeping its key characteristics intact. With this as the
backdrop, the researcher proposed her questions (four altogether, as shown in section
3.6). The next chapter (Chapter Four) covers the methodology that was adopted to

answer the research questions, and thereby achieve the research objectives.
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CHAPTER FOUR

THE RESEARCH METHODOLOGY

What a man sees depends both upon what he looks at and also upon what his previous visual-

conceptual experience has taught him to see.
Thomas S. Kuhn

Things are as they are because they were as they were.

Thomas Gold

4.1. INTRODUCTION

The methodology adopted by a researcher to achieve research objectives heavily
depends on the beliefs of the researcher, as to what constitutes knowledge (Dey, 2002;
Jehn & Jonsen, 2010). Thus this chapter begins (section 4.2) with a description of key
research paradigms (knowledge claims) prevailing in social science research. This is
followed by a description of mixed methods designs (section 4.3), an approach that goes
hand in hand with the research paradigm ‘pragmatism’. In addition, the selection of the
research design and justification of researcher’s paradigm (pragmatism), are also
covered in this section. The conceptual model (Figure 4.4), that follows from the key
literature covered in the previous chapter, is described next (section 4.4). The
conceptual model development is followed by qualitative data collection via a case
study, for operationalisation of constructs and refinement of the conceptual model
(section 4.5). Quantitative data collection to test the models is covered next (section
4.6), followed by a description of methods and techniques that were adopted to analyse
the data (section 4.7). This is followed by an explanation of how an ancillary model
was developed to determine the empirical weights of each construct, in determining the
overall performance of an organisation (section 4.8). This chapter also justified the
quality of the research (section 4.9), using quality criteria prescribed in mixed methods
research. Finally, the chapter ends with a summary of the methodology that was used to

answer the research questions.
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4.2. RESEARCH PARADIGMS

Comprehensive, complete, and methodological sophistication is needed for conducting
PhD research (Houghton, Hunter, & Meskell, 2012). To this end, it is also important to
look through one’s philosophical worldview assumptions, the strategy that relates to
worldview and the techniques or procedures that one uses to accomplish their research
objectives—collectively known as the research paradigm. Guba and Lincoln (1994)
define a paradigm as a set of beliefs that symbolise researchers’ “worldview”, their
place in it, and connection to that world. A paradigm consists of three components:

e Ontology — basic beliefs about the nature of reality.

e Epistemology — nature of the relationship between researcher and what can be

known.
e Methodology — the process of how the researcher seeks out new knowledge, the

main beliefs of research and how it should proceed (Denzin & Lincoln, 2011).

There are a plethora of sources that describe research paradigms and their components
(Creswell, 2014; Denzin & Lincoln, 2011; Guba & Lincoln, 1994; Johnson &
Onwuegbuzie, 2004). It is important to have a working knowledge of relevant
paradigms to justify the research design (Houghton et al., 2012). Denzin and Lincoln
(2011)  describe  three  major  paradigms being wused in  research:
positivism/postpositivism, constructivism (interpretivism), and participatory (advocacy).
Apart from these three paradigms, there is another important emerging paradigm known
as pragmatism, which results in so-called “mixed methods research” (Creswell, 2014;
Easterby-Smith, Thorpe, & Jackson, 2012; Johnson & Onwuegbuzie, 2004). These
paradigms are briefly described in turn. Justification of the paradigm of the researcher

(pragmatism) is given later (section 4.3.3).

4.2.1. Positivism and Postpositivism

The positivistic ontology holds that “there is a reality out there to be studied, captured
and understood” (Guba, 1990, p.22). The positivist ontology also holds that the
researcher (observer) and the subject (e.g. the observed person) are independent
(detached). The positivistic epistemology holds that the role of the researcher is to
examine this reality—which exists out there irrespective of the observer—by testing

hypotheses (mostly cause-effect in nature), by way of making precise measurements
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related to the phenomenon under observation (Creswell, 2014; Denzin & Lincoln, 2011;
Easterby-Smith et al., 2012). Much of knowledge of the sciences (not necessarily the
case in social sciences) has advanced by testing hypotheses. This way of advancing
knowledge is known as “hypothetic-deductive” reasoning in the academic literature
(Orlikowski & Baroudi, 2002). Both confirmation of hypotheses and falsifying
hypotheses enable a scientist to advance knowledge (Orlikowski & Baroudi, 2002;
Popper, 2002). For these reasons positivism involves quantitative data and associated

research methods such as statistical hypothesis testing (Bryman, 2012; Creswell, 2014).

Postpositivism is an extension of positivism. The philosophy behind postpositivism is
that outcomes or effects influenced by causes can only be judged (imperfectly) but
never be fully captured (Guba, 1990); post positivism also embraces hypotheses testing
but it emphasises the importance of finding the context of the cause through
“triangulation”, using evidence from multiple streams of data (Creswell, 2014; Guba,
1990). Myers (2013) observes that positivism (postpositivism included) remains the
dominant research paradigm in many businesses and management research disciplines,

although other paradigms have received increased attention more recently.

The rigour of positivist and postpositivist research can be assessed through four quality
criteria:  reliability, construct validity, replicability, and external validity
(generalisability) (Creswell, 2014; Wahyuni, 2012). The consistency of the measures
that are used to define the constructs is defined as reliability (Cronbach, 1951; Nunnally
& Bernstein, 1994; Wahyuni, 2012) while the extent to which a measurement scale
measures what it is required to measure is defined as construct validity (Nunnally &
Bernstein, 1994). The ability of a research to be repeated and obtain similar outcomes
can be defined as replicability, while the extent to which the results can be generalised

via the targeted population is defined as generalisability (Crook & Garrat, 201 1).2

4.2.2. Constructivism

The assumption behind constructivism, also known as interpretivism, is that subjects’
meanings are developed by the researcher based on information and knowledge that

have been gained from experience—in other words, constructivism/interpretivism

%% These concepts are discussed in detail later (Chapter Five).
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assumes that knowledge is socially constructed (Creswell, 2014; Guba & Lincoln,
1994). From an ontological and epistemological stance, constructivism is the polar
opposite to positivism (and postpositivism). Constructivists are guided by the meanings
that look for more complex views (deep rich meaning) rather than reducing the meaning
down to a set of testable hypotheses. Using the meanings as a base, constructivists
establish theories or knowledge claims instead of starting with a theory for testing
(Creswell, 2014). Consequently, the concepts that underpin the theories emerge as the
researcher interacts with the subjects and hence, “inductive reasoning” is used to
advance knowledge in constructivism (Guba & Lincoln, 1994). From a methodological
standpoint, the data used for this reasoning is mostly qualitative, such as the data
collected through observations or interviews engaging in a case study (real-life) setting
(Stake, 1995; Yin, 2014). Yin opines that case studies are best suited to when a

researcher wants to get a deeper understanding of the area being studied.

It is important to distinguish a case study (a specific method, which can be distinguished
from other methods such as surveys and experiments) from a paradigm. Case studies
can be conducted within any research paradigm (Darke, Shanks, & Broadbent, 1998;
Myers, 2013). In a constructivist case study, a researcher attempts to understand a
social phenomenon via the meanings people (informants) assign to it (Myers, 2013;
Walsham, 1995). The quality of a constructivist case study is judged by the credibility
(trustworthiness) of the story (on the social phenomenon) unfolded by the researcher
(Myers, 2013). In a positivistic case study, the focus is on developing testable
propositions (hypotheses) to predict and explain a social phenomenon, and positivistic
notions of quality criteria apply: construct validity, internal validity, external validity

and reliability (Myers, 2013).

Guba and Lincoln (1989) attempted to define parallel notions, which can be considered
as generic quality criteria for qualitative wvalidity: credibility, transferability,
confirmability, and dependability. Credibility (approximately analogous to internal
validity) refers to establishing confidence in the reader on the trustworthiness of the
findings (e.g. peer debriefing and member checking) while the transferability
(approximately analogous to external validity) refers establishing judgments of the
degree to which findings are similar to other contexts. Guba and Lincoln assert that a

well-described case study requires a clear description of the context and statement of the
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assumptions used by the researcher, so that other researchers who may want to project
the findings of the case study to another setting, could use his/her own judgement about
the generalisability of the case study findings. Dependability (somewhat analogous to
reliability) refers to the extent to which the findings of the study could be relied upon as
being stable (Bitsch, 2005), while confirmability refers to the extent to which findings
and data can be traced to the sources or the responses but not to the researcher’s

personal beliefs (biasedness) (Guba & Lincoln, 1989).

4.2.3. Participatory/Advocacy Worldview

Participatory/advocacy worldview holds that marginalised peoples and groups in a
society (e.g. women and minority in certain societies) require an “action agenda” that
would emancipate them from marginalisation (i.e. social justice) (Bent-Goodley, 2001;
Creswell, 2014). Creswell contends that participatory/advocacy researchers follow a
highly participatory approach in engaging with their informants (e.g. a marginalised or
disadvantaged group in a society), to ensure that their informants do not get further
alienated. In justifying their stance, participatory/advocacy proponents argue that
although the constructivism worldview is supportive of a participatory approach, it does
not adequately fit agendas on marginalised or “disenfranchised” peoples in a society
(Creswell, 2014; Green, McCollum, & Hays, 2008). The advocacy paradigm is not

relevant to this researcher’s research questions and research objectives.

4.2.4. Pragmatism

Pragmatism is a framework for realising the usefulness of “application”, which depends
on the area of study and the researcher (Rorty, 1991). Pragmatism involves applications
or research questions and answers instead of specific paradigm-locked methods
(Creswell, 2014; Johnson & Onwuegbuzie, 2004; Tashakkori & Teddlie, 2010;
Wahyuni, 2012). One of the key tenets of pragmatism is that philosophical activity
should focus on answering the problems and not forming paradigms (Tashakkori &
Teddlie, 2010). Pragmatism (the paradigm) goes hand in hand with research designs

that involve a mix of qualitative and quantitative data (Creswell, 2014).
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4.3. MIXED METHODS DESIGNS

Mixing or combining quantitative and qualitative research practices, methods,
approaches, or ideas in a single study or series of studies is defined as “Mixed Methods
Research” (Creswell, 2014; Creswell & Clark, 2011; Johnson & Onwuegbuzie, 2004).
The mixed methods research espoused in pragmatism has the following positive

features:

e [t presents a middle ground philosophy, which takes the best of both worlds:
positivistic (postpositivistic included) and constructivist (Creswell, 2014).
Mixed methods research views quantitative data and qualitative data as being

complementary (Creswell, 2014; Jick, 1979).

e [t provides a realistic and results-oriented method (Creswell, 2014; Johnson &

Onwuegbuzie, 2004).

e It allows researchers to adopt a situational approach, namely, to choose
appropriate methods for each research question, for optimal solutions; it is
argued that mixed methods research present solid evidence for conclusions, by
way of providing overlapping multiple evidence (triangulation) confirming the

findings (Creswell, 2014; Howe, 2012; Johnson & Onwuegbuzie, 2004).

4.3.1. Introducing data collection phases

As described in Chapter One, the aim of the study is to develop and test a generalisable
performance measurement (PM) system for nonprofit organisations (NPOs), using
healthcare as the context. Figure 4.1 depicts the strategy (the sequence of fieldwork)

implemented by the researcher to answer her research questions.
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Strategy/Approach

Developing the conceptual model

Develop a conceptual model (see
section 4.4) based on extant
literature.

Refining the conceptual
model into a testable
model (the main
theoretical model)

Research Questions

RQ1

What set of PM dimensions
constitute an integrated PM
system for NPOs?

Conduct fieldwork and collect
qualitative data (See section Error!
Reference source not
found.Error! Reference source
not found. (a) refine the
conceptual model and transform it
into a testable theoretical model,
and (b) to provide operational

to:

Testing the main
theoretical model

Conduct fieldwork (a survey) to
collect quantitative data (see section
4.6) to test the theoretical model for

validity (e.g. scale reliability,
construct validity and the validity of
the hypothesised theoretical
relationships).

Developing a second Testing the

theoretical model

Develop an ancillary theoretical
model (see section 4.8) to develop
an overall strategic performance
index weighted
combination of the PM dimensions
and calculate the weights, based on
fitting model to the quantitative
data collected above.

as a linear

I~

second model

RQ2
What are the operational
definitions  of  these PM
dimensions?

RQ3
How do the PM dimensions
theoretically relate to one
another in  explaining the
achievement of strategic

objectives of a NPO?

RQ4

What weighting should managers
give to each PM dimension and its
subparts in assessing the overall
strategic performance of a NPO?

Figure 4.1: The strategy implemented to answer the research questions
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As evidenced in Figure 4.1, the researcher builds her models (the main model and the
ancillary model) from the literature (the main model was improved later though
qualitative data) and tests these using quantitative data. The study, for the most part,
involves building hypotheses and testing these for conformity or falsification.
Therefore by default, a researcher is tempted to choose a research design that favours
hypothetic deductive reasoning espoused in positivism (and post positivism). However,
the literature did not provide a definitive set of PM domains (constructs) that underpin
the strategic performance of a nonprofit organisation (the literature review led the
researcher to posit a conceptual model that is good enough to launch the fieldwork).
Equally importantly, there wasn’t sufficient a priori knowledge (e.g. literature) to
operationalise the PM domains (constructs) and to propose testable hypotheses.
Therefore refinement of researcher’s conceptual model to a testable set of hypotheses—
this formed the initial phase of researcher’s fieldwork—required interaction with NPOs
in a case study environment to understand the phenomena further. This involved the
collection of qualitative (non-numerical) data. As evidenced in Figure 4.1, the
quantitative data were collected later (using the survey research approach), upon
formulation of the hypotheses and operationalisation of the constructs. Thus, the
researcher had to adopt a mixed method (in the researcher’s case: Qualitative 2>

Quantitative) research design.
Figure 4.2 depicts the flow of the researcher’s overall study. A more detailed diagram

outlining the researcher’s specific mixed method design component is given later

(Figure 4.3).
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1. Introduction la. Research Objectives

2. Literature Review

2a. Formulating Research Questions

3. Developing a Suitable Conceptual Model

4. Selecting Australasian NPOs (health) for
Qualitative Data Collection- the Exploratory
Study to Understand the Conceptual Domains of
the Constructs in the Conceptual Model

(9 organisations
participated)

5. Refine the Conceptual Model 5a. Developing a New
and Formulating the Hypotheses to Theoretical Model (The
Address RQI1 through RQ3 (The Ancillary ~ Model) to
Main Theoretical Model) Address RQ4

6. Developing a Survey Instrument to
Operationalise (capture) the Constructs

\A

7. Collecting Quantitative Data by
Administering the Survey in a Sample (232 responses
of NZ and Australian Healthcare NPOs were collected)

8. Testing the Hypotheses and 9. Fitting the Model to Data and
e| Discussing the Results Discussing the Results on RQ4

10. Discussing the Results

11. Providing recommendations for Practitioners on

how to use the Performance Measurement System

12. Drawing conclusions

Figure 4.2: Flow of the overall research
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According to the literature, there are various design options available to conduct mixed
methods research (Tashakkori & Teddlie, 2010). Creswell and Clark (2011) identified
six major designs that are commonly used in mixed methods research: convergent
parallel design, explanatory sequential design, exploratory sequential design,

embedded design, transformative design, and multiphase design.

A convergent parallel design is typically used when a researcher attempts to understand
a problem or phenomenon more fully, by collecting and analysing different but
convergent (complementary) data concurrently, by merging quantitative and qualitative

results (Creswell & Clark, 2011).

An explanatory sequential design is typically used when the purpose of the study is to
explain certain quantitative results qualitatively, in which case, quantitative data

collection precedes qualitative data collection (Creswell & Clark, 2011).

An exploratory sequential design is typically used when the aim of a study is to identify
and measure variables (constructs) that predict or explain a phenomenon and/or to
operationalise (e.g. develop a survey instrument) known variables (constructs); in this
type of a design, collection of qualitative data precedes quantitative data collection

(Creswell & Clark, 2011).

An embedded design (generally regarded as an advanced mixed methods design) is used
when the objective of a study is to answer an assortment of research questions that

require different types of data (Creswell & Clark, 2011).

A transformative design (an advanced mixed methods design) is a mixed methods
design suitable for a study that aims to address issues on social injustice and

marginalised groups (Creswell & Clark, 2011).*'

Finally, a multiphase design (again, an advanced mixed methods design) is a design that

achieves an overall programme objective by answering incremental questions (e.g. one

' It seems that a transformative design is tailor made to researchers who subscribe to the
participatory/advocacy worldview.
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question informing the other) using a combination of sequential and concurrent

typologies (Creswell & Clark, 2011).

Out of these six designs briefly described above, the design adopted by the researcher (a
variant of the exploratory sequential design), along with the reasons for selection of this

design, is described in detail as follows.

4.3.2. Classifying the specific mixed methods design adopted

The instrument development variant of the exploratory sequential design becomes
applicable for researcher’s study because, to begin with, the qualitative phase provides a
supportive role for the quantitative phase; this is the main characteristic of an
exploratory sequential design. To elaborate further, the qualitative phase provides the
requisite knowledge (based on qualitative data collected from a smaller sample as
shown in Figure 4.2) to the researcher on the overall organisational approach towards
achieving its Mission (the phenomenon being studied to achieve the research
objectives). The qualitative phase was guided by the researcher’s conceptual model in
framing appropriate questions for her respondents. The qualitative data enabled the
researcher to refine her conceptual model to evolve a testable theory, and eventually,
build the quantitative tool (a survey instrument) for theory testing, given the sampling
frame (Australasian NPOs in healthcare). The reasons for using an exploratory
sequential design for the study can be further justified due to the following overlapping

réasons:

e The main purpose of the researcher’s design is to develop and test a
generalisable PM system for Australasian nonprofit organisations (healthcare).
The fact of the matter is that there is not adequate prior knowledge out there to
accomplish this task. Only a guidance model (a conceptual model) could be
developed from prior knowledge (the literature), using the nonprofit BSC as the
overarching framework to be augmented. Converting the conceptual model to a
testable theoretical model and developing a test instrument (a survey instrument)
to measure/capture the constructs of the underlying theory took place only after

obtaining qualitative data from a small sample, to understand the constructs in
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the first place. This is the hallmark of an exploratory sequential design (e.g. see

Morse, 1998).

Findings of the first phase of researcher’s study were used to establish the

quantitative method (Greene, Caracelli, & Graham, 1989).

The researcher’s design began qualitatively to facilitate the understanding of
otherwise little understood dimensions and constructs of the measurement
system that the researcher was aiming to develop (the PM system) (Creswell &

Clark, 2011).

In the researcher’s study, exploration of the constructs preceded measurement of
the constructs due to inadequate full knowledge on the conceptual domain of the
constructs (section 3.4) and the researcher had to discover constructs and
develop and test her theoretical model and her test instrument quantitatively.
Stated alternatively, model building and instrument development for theory
testing remained the end goal of the researcher’s approach, which characterises

an exploratory sequential design (Creswell & Clark, 2011).

The researcher’s method also allowed her to develop her constructs and the
hypotheses progressively to discover theory and the operational definitions of

the constructs.

The method that the researcher used had been adopted previously by other
researchers (under the label “exploratory sequential design”) to tackle similar
problems. For example, Myers and Oetzel (2003) explored the dimensions of
organisational assimilation; Mak (2004) examined the constructs of a

theory/model on “perceived mattering in young adults’ romantic relationships”.

There are some methodological similarities between Myers and Oetzel’s research

(2003) and this researcher’s research. Myers and Oetzel used 13 respondents to identify

and operationalise—by designing a survey instrument—the underlying concepts (six

concepts/constructs emerged) of organisational assimilation (their first phase of the
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research). This researcher used 9 respondents (from 9 NPOs)—data saturation occurred
with 9 NPOs—to refine and operationally define (survey instrument preparation
included) the concepts that underpin PM in NPOs (researcher’s first phase of the
research). Myers and Oetzel used 342 responses to validate the constructs (they used
confirmatory factor analysis) and to test the relationships between constructs (their
second phase of the research); this researcher used 232 responses to validate her
constructs and to test the relationships between the constructs (researcher’s second

phase of the research).

Both the researcher’s approach and the Myers and Oetzels’ approach are the same in
that while Myers and Oetzel used a confirmatory approach to show the validity of the
six constructs that they identified qualitatively (by interviewing 13 respondents), the
researcher used a confirmatory approach to show the validity of the nine constructs that
she identified qualitatively, through the literature (the conceptual model) and fieldwork
(construct refinement and operationalisation). The researcher conducted structural
equation modelling (SEM) to validate the constructs and to test the hypotheses on the

relationships between the constructs.

The researcher’s exploratory research design sequence is illustrated using the template
provided by Creswell (2010, p. 58). The reader should note that the researcher finalised
two theoretical models: the main theoretical model (Figure 4.6) to explain how the
measurement domains (constructs) of the PM system are causally related, and the
ancillary model (Figure 4.7) to explain how the overall strategic performance could be
derived as a weighted linear combination of the measurement domains (and their

subparts) of the PM system.
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Figure 4.3: The flow of researcher’s exploratory sequential design

94




4.3.3. Justification of the Researcher’s Paradigm

The main objectives (the 1* and 2" research objectives) of this study are to further
improve (augment) and operationalise the BSC measurement domains and to develop a
scientifically validated PM instrument to test the validity of the measurement domains
(constructs) empirically, using the Australasian nonprofit healthcare sector as the
sampling frame. The remaining three objectives of the study flow from the first two

objectives of the study, mainly through quantitative data analysis.

In order to achieve the key objectives of her study, the researcher has to have a deeper
understanding of the concepts that underpin strategic nonprofit PM. However, the
literature review did not provide a definitive set of concepts, their operationalisations,
and contextual knowledge. Well-defined constructs are vital in developing the
hypotheses and measurement models to capture the constructs (these quantitative
concepts are explained in the next chapter). This highlighted the importance of
understanding what is to be tested and how it should be tested, by interacting with
NPOs (qualitative data collection). Eventually, the researcher would adopt hypothetic-

deductive reasoning to test her models.

Rather than being locked in a mainstream paradigm (the post-positivist paradigm seems
to fit the research objectives because there is nothing that prevents a post-positivist from
adopting mixed methods to achieve his/her research objectives), the researcher adopted
the pragmatic approach asking herself: what data collection methods and sequences best
help me to achieve my research objectives? Therefore the researcher’s paradigm is

‘pragmatism’, which focuses on the desired outcomes of the research, not the process.

Prior to undertaking the doctoral study, the researcher worked as a lecturer in
engineering mathematics and statistics in a leading university in Sri Lanka. In addition,
her prior postgraduate training was on financial mathematics. The researcher realised

that this background had a significant impact on shaping the research inquiry.
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4.4. DEVELOPING THE CONCEPTUAL MODEL

The conceptual model was developed based on the literature (Chapter Three) on the
Balanced Scorecard (BSC) for NPOs (section 3.4.1), the Performance Prism (PP)
(section 3.3.3), the Baldrige Excellence Framework (BEF), and the EFQM Excellence
Model (EEM) (section 3.3.4). However, the primary theoretical underpinning of the
conceptual model was derived from the BSC for NPOs.

In Chapter Three, the researcher critically reviewed the literature on key PM
frameworks, to examine how they stand in relation to NPOs. The literature review
revealed that the nonprofit BSC provides some key elements that are important to
management of NPOs (see section 3.4.1 for details). Firstly, it recognises that the
Mission of the NPO is what drives the organisation’s strategy, and not shareholder
objectives such as growth and profitability (Kaplan, 2001, 2008). The BSC also takes a
systems perspective in that it recognises that it is the strategic resources and
organisational capabilities (Learning and Growth perspective) that enable the Internal
Processes to deliver NPO’s mission-related outcomes. By induction, it follows that it is
the strategy of the NPO that causes the development of its strategic resources and

organisational capabilities.

As mentioned elsewhere, Niven (2008) provided more clarity to the nonprofit BSC
(please see section 3.4.1 of Chapter Three). In particular, he showed that financial
performance (Financial perspective in the BSC) is not a mission-related outcome as
envisaged by Kaplan (2001), but a requirement that is needed for developing the
intangible resources (Learning and Growth perspective in the BSC). He also argued
that in a NPO, financial performance can be improved by taking strategic initiatives on

revenue gathering and cost control.

The literature review revealed that lack of full consideration of key stakeholders (e.g.
Neely et al., 2003; Yadav & Sagar, 2013), and in particular, overlooking the workforce
as a key stakeholder group (hence non-allocation of a dedicated measurement
perspective on people-related outcomes) remains one of the major shortcomings of the
BSC (e.g. Kong, 2010; Pessanha & Prochnik, 2006). The literature review also
revealed that the PP, BEF, and EEM take a more direct stakeholder approach, in that
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these models not only take into account the fact that key stakeholder considerations
should be taken into account in formulating strategies, but also in assessing process
outcomes (details in sections 3.3.3 and 3.3.4). For example, both BEF and EFQM posit
that people development is necessary to drive processes (the BSC also does so) to
achieve the desired results. Moreover, unlike the BSC, these models also highlight the
importance of measuring the actual outcomes on people (intrinsic and extrinsic
satisfaction of the workforce) to ensure that the processes do deliver (among other
goals) the desired people related outcomes. Managers in a NPO may think that they
have taken several initiatives to develop its workforce to drive the processes and satisfy
people intrinsically, but it would be hard to conceive that its mission achievement
would be complete without its people actually being satisfied. Therefore the researcher
argues that process output should cover the satisfaction of three primary stakeholder

groups of a NPO: the clients (customers), people (workforce), and the donors.

The above propositions lead to the development of the researcher’s conceptual model.
This model is depicted in Figure 4.4. The hashed lines imply that being a system, an
organisation has (or should have) built-in corrective mechanisms, where preceding
inputs receive information from subsequent outputs to iterate towards the desired
outcomes. For example, low performance on Strategy coupled with low performance
on Mission and Core Values may indicate that the Mission and Core values have not
been appropriately transmitted throughout the organisation—thus warranting
management action on disseminating Mission and Core Values throughout the

organisation.
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Figure 4.4: The conceptual model developed for Australasian nonprofit healthcare

organisations

The core concepts (constructs) of the conceptual model along with operationalisation
issues are discussed below. Refinement of the concepts, as mentioned earlier (e.g. see
Figure 4.1 through to Figure 4.3), was accomplished through fieldwork (details in
section 4.5.1). For the sake of completeness, a brief description of each core concept of

the conceptual model is provided below.

e Mission and Core Values: The mission of an organisation provides a “sense of
purpose” for the organisation to exist (Bryson, 2011, p 102). The mission
statement of an organisation is an explicit statement that is meant to
motivate/energise its staff in clarifying the question, why the organisation exists
(Bryson & Alston, 2004). A closely associated concept with the mission of an
organisation is its vision. A vision (statement) clarifies “how the organisation
should look like and how it should behave as it fulfils its mission” (Bryson,
2011, p 102). The focus of the researcher, as far as her fieldwork is concerned,
is on understanding how the mission of a NPO drives its strategies. This was
accomplished by the researcher by tallying the mission statements of NPOs with
their corresponding strategic goals and objectives. The researcher has labelled

her driver as “Mission and Core Values” to obtain a broader perspective on
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Mission.  Another important question that needs to be answered through
fieldwork is what aspect of mission and core values should be measured and

how the mission (and core values) should be operationalised?

Strategies: Strategies (labelled as “Strategy” in the conceptual model) are what
an organisation puts in place (e.g. programmes, actions, resource allocations) to
realise its mission (Bryson, 2011; Zuckerman, 2012). The conceptual model
posits that organisational strategies should be derived according to the mission,
vision and core values. The question the senior managers of a NPO should ask
themselves is: “what are the strategies that we need to formulate and implement
to ensure that the mission is achieved and the stakeholder value is delivered?”
One of the two main focuses of the researcher, as far as her fieldwork is
concerned, is on understanding how the strategy relates to financial
sustainability of a NPO and how a NPO maintains a fit between strategic
objectives and its core processes. This is to have a more complete
understanding on the causal links between the organisational strategies, financial
sustainability (labelled as Economic Health), intangible resources (labelled as
Organisational Capabilities and People Development), and core processes
(labelled as Processes). The other main focus is in understanding how Strategy

could be operationalised.

Processes: In keeping with the systems perspective, the conceptual model views
processes as a series of interconnected activities that an organisation (system)
undertakes to transform its inputs (financial and intangible resources) into
outputs, and thereby, achieve the desired outcomes: Stakeholder Satisfaction
(taken as a proxy for mission achievement). The question that needs to be
answered (in the light of the researcher’s conceptual model), is “what are the
processes that have to be put in place in order to allow strategies to be
implemented to achieve Stakeholder Satisfaction?” The focus of the researcher

is to find answers to this question to operationalise Processes.

Organisational Capabilities and People Development: From a systems
perspective, Organisational Capabilities and People Development is what an
organisation requires to transform inputs into outputs that result in the desired
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outcomes. Organisational capability embraces all the organisational strengths
and limitations (employees, technology, skills, knowledge etc.) that enable the
organisation to carry out its processes efficiently and effectively, as well as the
knowledge the organisation assimilates over the course of its existence. The
human resources are the key resource of a NPO; the contribution of people is
vital for the sustainability and success of the NPO (it is important to recognise
that a sizable portion of the human resource of a NPO may consist of
volunteers).  Thus the concept Organisational Capabilities and People
Development asks the question: “what capabilities should be developed to drive
key processes to deliver stakeholder satisfaction?” The focus of the researcher is

to find answers to this question to operationalise the concept.

e Economic Sustainability: Even though the financial perspective typically
receives low priority in nonprofit performance reporting (because there are no
owners or shareholders in a NPO), NPOs still have to have a financial
infrastructure to continue serving their customers, develop the organisational
infrastructure (e.g. the ICT infrastructure), pay employees (non-volunteers), and
meet numerous overheads—in short, maintaining the organisation. One of the
two primary focuses of the researcher is to find out how NPOs maintain
Economic Sustainability (e.g. to understand the strategies NPOs adopt). The
other primary focus is to understand how Economic Sustainability of a NPO

should be operationalised.

e Stakeholder Satisfaction: Stakeholder Satisfaction is treated as an abstract
concept that is assumed to represent mission achievement (the researcher verifies
the plausibility of this assumption in her fieldwork), the ultimate goal of a NPO.
The primary focus of the researcher, as far as Stakeholder Satisfaction is
concerned, is verifying that clients, people and donors constitute the three key
stakeholder groups and how these satisfaction domains should be

operationalised.

Given that simplicity (without compromising the explanatory power) is a vital
characteristic of a good model (Dubin, 1978; Whetten, 1989), consideration was given

to reducing the number of constructs, in finalising the conceptual model through
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fieldwork. The Mission and Core Values are the starting point in planning strategies
(Bryson, 2011). As such, it needs to be ascertained whether the mission and core values
are subsumed in strategies. Similarly, it needs to be considered whether Stakeholder
Satisfaction (in NPOs) could be equated to achieving the organisational Mission.
Conceptually, stakeholder satisfaction in NPOs could be quite different from
stakeholder satisfaction in for-profits. In NPOs a large proportion of people may work
voluntarily (this is one of the characteristics of a NPO, according to Salamon &
Anheier, 1997) and those who donate do not expect a financial return as such.
Therefore Stakeholder Satisfaction does not seem to be monetarily driven in NPOs,
which challenges the assumption made by Kaplan (2008) in articulating the conceptual
foundation of the BSC. Kaplan (2008) argued that Stakeholder Satisfaction is important
to a business because without satisfied stakeholders, shareholders cannot achieve
optimum long-term returns. The researcher’s conceptual model posits that those who
provide significant sources of funding (e.g. the government and key donors such as
private firms) expect their money will be well utilised by their beneficiaries (the NPOs).
Fieldwork corroborated that Donor Satisfaction is a planned strategic outcome of a

NPO.

4.5. QUALITATIVE DATA COLLECTION: REFINING THE CONCEPTUAL
MODEL

Having developed a conceptual model that underpins PM in Australasian nonprofit
healthcare organisations, the next step was to collect data to refine this model. To this
end, the researcher adopted a multiple case study approach. The researcher justifies the
case study approach because the purpose of refining the conceptual model was to
explore the rich information pertaining to the underlying constructs of the conceptual
model (this enables refining and operationalising the constructs) and refining the
explanation of the phenomenon (mission achievement in a NPO) that the model
attempts to explain. The constructs of the refined conceptual model can then be treated
as dimensions that managers of NPOs need to monitor (and control), to achieve the
Mission. Stated alternatively, the constructs of the refined conceptual model are the PM
dimensions that constitute an integrated PM system for NPOs. Thus, one purpose of
refining the conceptual model was to answer the first research question (RQ1). The

second purpose of refining the conceptual model was to gain a deeper understanding
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about the PM dimensions to enable their operationalisation, which leads to answering
the second research question (RQ2). Qualitative case study data (nonnumeric
information collected from NPOs) suits answering these types of research questions
(Voss, Tsikriktsis, & Frohlich, 2002; Yin, 2014). The researcher justifies selection of
multiple cases because multiple cases enhance external validity and guard against

observer bias (Voss et al., 2002; Yin, 2014).

Qualitative data can be collected in many ways (Bryman, 2012). One way is to
interview respondents who have the knowledge and experience to provide the data and
information the researcher is looking for. Another way to collect data/information is
participant observations (ethnography). Interviews are the most common qualitative
data collection method (Bryman, 2012; Myers, 2013). In contrast to quantitative data
collection via a survey questionnaire, qualitative data collection is aimed at exploring
issues deep beneath the surface related to people and organisations (Flick, 2014;
Saunders, Lewis, & Thornhill, 2012). Qualitative data for the researcher’s study was
collected in two steps; first by inviting written responses from the respondents to semi-
structured questions included in a questionnaire, and then, following up the written
responses, with an interview. The data were collected in accordance with Massey
University’s human ethics guidelines; the entire study, which involves a subsequent
quantitative data collection phase, was deemed “low risk™ (see Appendix D for the “low

risk” ethics approval for the study). The two steps of qualitative data collection are now

described.

4.5.1. Sample Selection for the Semi-Structured Questionnaire

Qualitative data were collected from case study organisations (Australasian NPOs in
healthcare) using a semi-structured questionnaire containing 22 items (see Appendix A
for the complete questionnaire). The questionnaire was answered by a senior manager

in each organisation.

In qualitative research, it is important to focus on a particular group (the unit of
analysis) in which, all members are similar on such aspects as the occupational level
and participant characteristics, as this allows a researcher to explore a particular matter

to a greater depth (Saunders et al., 2012). For this reason, a homogeneous purposive
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sample consisting of directors, CEOs and seniors executives was selected. The
researcher justifies selection of senior managers as the sole respondents because the
survey (and the subsequent follow-up interview) relates to strategic issues. These issues

are in the domain of a senior manager only (Bryson, 2011; Kaplan & Norton, 2001).

Unlike in probability sampling involving quantitative data, there are no rules of thumb
or quantitative procedures (e.g. power analysis) to decide the sample size in case studies
involving qualitative data (Myers, 2013; Saunders, 2012). Thus sample sizes was
decided based on the ‘information saturation criterion’—that is collecting information
until no additional information or new ideas are reached (Saunders, 2012). The sample
size determination sequence for qualitative data collection phase is depicted in Figure

4.5.

Although it is desirable to obtain responses from a wider net of respondents of an
organisation—top level managers, middle level managers, lower level managers and the
frontline workers—awareness (or the lack of it) of strategic issues limited the data
collection to managers at the very highest level (this applied to large sample quantitative
data collection in the next phase also). The disadvantage of collecting data from top-
level managers only is that there is a possibility that the some responses (e.g. on queries
related to human resources such as compensation and training; matters related to
achievement of social responsibility/client satisfaction) can be biased. Inclusion of
multiple cases, interviews, and cross-validation of information through administrative
records minimised bias; in the quantitative phase of the study, the bias was tested
quantitatively via a method prescribed for determining the absence of bias in quantitative

research (section 8.2.2).
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Figure 4.5: The flow chart for sample size determination for qualitative data collection
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The outcome of following the sequence depicted in Figure 4.5 was the cessation of
collecting new information, after collecting data from nine NPOs. The profile of these

NPOs and the designations of the respondents are shown in Table 4.1.

Table 4.1: The Profile of the NPOs and the Respondents

No. of Respondent
Scope of Operations Country Paid Respondent go de
Employees
Hospital & Rehabilitation| New Zealand | 20 CEO N1
Nursing Homes New Zealand | 1800 Senior Executive (GM) N2
Mental Health New Zealand | 450 Senior Executive N3
Mental Health New Zealand | 42 CEO N4
Other Health New Zealand | 1500 Senior Executive (GM) N5
Support Services New Zealand | 1000 Senior Executive (GM) N6
Injury Care Australia 127 CEO Al
Anxiety Prevention Australia 5 CEO A2
Women’s Health Australia 1400 Director A3

Note: A greater representation on New Zealand NPOs is due to logistical reasons (the
researcher is based in New Zealand).

4.5.2. Designing the Semi-Structured Questionnaire

As mentioned earlier, qualitative data collection began by administering a semi-
structured questionnaire (Appendix A) on respondents (senior managers as shown in
Table 4.1) belonging to a sample consisting of nine Australasian NPOs. Table 4.2

depicts the content of the questionnaire in summary form.

Table 4.2: The Content of the Semi-Structured Questionnaire in Summery Form

(Sglﬂ;a\;?o - Survey Question

Q1-Q5 Generic questions to justify the selection of the right organisation and the
respondent

Q6 Do you have a formal mission statement?; If so, what is it?

Q7 Who are the major stakeholders of your organisation?

Q8 What does each stakeholder expect from your organisation?

Q9 How do you take into account stakeholder expectations in your strategic
planning process?
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Q10 What progress do you want to see in your organisation in 5+ years’ time?

QIl1 What high level goals has your organisation established to ensure that it
achieves its mission?

Q12 What strategic objectives has your organisation established in order to
measure/monitor progress towards its goals?

QI3 What specific strategies do you formulate and implement to ensure that your
organisation remains economically sustainable? In particular, how do you
ensure that donors/agencies remain interested in providing funding to your

organisation?

Ql4 List the processes that your organisation has put in place to achieve each of
the strategic objectives that you identified in Q12 and Q13 above

Q15 How does your organisation check/ ensure that the strategies that it
implements are effective?

Ql6 How do you make your paid employees and volunteers aware that their
efforts contribute to achieving the strategic objectives of the organisation?

Q17 What are the strengths of your organisation that enables it to achieve its
strategic objectives?

Q18 Are you currently using a performance measurement system to measure
organisational performance? If so please provide the details

Q19 What are the most important performance measures for your organisation?

Q20 Are you able to identify limitations in some of the performance measures (or

the performance measurement system as a whole) that you currently use?; If
so what are they?

Q21 How does your organisation fulfil its social responsibility?

Q22 How does your organisation verify/validate that it delivers the expected
social impact to the target community?

Note: The generic questions (Q1-Q5) are closed-ended.

The researcher wishes to mention that the theoretical basis for developing the
questionnaire (with the exception of the first 5 questions and question 18) was her
conceptual model (Figure 4.4), which, as mentioned earlier, posits that the Mission of a
NPO drives its Strategy to enhance Financial Sustainability and Resource Capability to
drive the Processes to deliver Stakeholder Satisfaction. Although the theoretical
perspective of the researcher has been influenced by the BSC for NPOs, the researcher
ensured that she did not directly examine the measurement perspectives of the BSC.
This is because this was not one of her research objectives. Rather, as stated earlier, the
focus of the researcher was on understanding how a NPO satisfies its stakeholders so
that she could formulate a testable theory that explains the phenomenon ‘Mission
Achievement’ (Stakeholder Satisfaction). The constructs of the researcher’s theory

(model), when fully operationalised, become PM dimensions.
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Prior to administering the semi-structured questionnaire, it was pilot-tested®® by
requesting a senior executive (the strategic manager) of one of the NPOs that
participated in the study, to review the questionnaire for clarity. The said senior
executive possessed over 20 years of experience in managing NPOs. As a result of the
pilot test, one question in the questionnaire was modified and the final question was
removed, as the contents of this question appeared to be repeating a previous question,
in a different way. Inasmuch as the researcher would have liked to have used more
respondents (NPOs) for pilot testing, limited access to NPOs for qualitative data
collection meant that only one NPO was approached for pilot testing the semi-structured
questionnaire. After finalising the questionnaire it was dispatched to each respondent

via email, in writable ‘Adobe Acrobat’ format.

As mentioned earlier, the questionnaire-based written response of a respondent was
followed up with an interview with the same respondent.”> The interview was face to
face for New Zealand respondents (N = 6). For Australian respondents (N = 3) it was

via the telephone, due to logistical reasons.

4.5.3. The Follow-up Interview

The follow-up interview was necessary for two primary reasons. Firstly, the researcher
anticipated that the written responses of some respondents would be too brief (not
insightful). Secondly, the researcher knew that she needed to connect the responses
with her conceptual model in a meaningful manner, to operationally describe the

constructs of her conceptual model, which required filling missing links by asking

22 Prior to data collection, a new questionnaire should be piloted for clarity. More specifically, the
researcher should examine each completed questionnaire to make sure that the participants have had no
difficulties or the ambiguities of understanding or responding to survey questions (Fink, 2013). This
exercise enables in identifying the questions (if any) that require modification/emendation (Fink &
Litwin, 2003). Through pilot testing researcher will observe different developments from various
fronts or try different approaches on trial basis (Yin, 2014) and identify potential problems before
implementing the main study. Furthermore, piloting allows a researcher to make an intuitive judgment
on the validity and the likely reliability of the survey questions and the data collection process
(Saunders et al., 2012).

It could be argued that the researcher could have approached the respondents and interviewed them
straightaway, rather than getting them to answer a questionnaire that contains many unstructured
questions, which consumes their time. While this is a reasonable argument, it is important to highlight
that the researcher hails from a high power distance culture in the South Asian Region and that English
is not her first language. The researcher felt it would be easier for to engage in a conversation with
senior-level New Zealand and Australian managers when she has written responses to guide her
conversations. This was also an opportunity for to wind her respondents by demonstrating that she is
diligent and knowledgeable about what is being questioned.
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additional questions related to each questionnaire item, based on what the respondent
had provided in writing. The researcher did not employ a separate interview schedule
for the follow-up interview. The follow-up interview ranged between 40 minutes to 1
hour, depending on the respondent. The interviews were recorded to facilitate
transcribing. In addition to the written responses and interviews, administrative records
were also collected, where available and relevant. For example, N6 was a New Zealand
Business Excellence Award winner (year: 2013; accolade: gold), and were asked to
furnish a copy of their ‘award submission document’. The multiple sources of evidence
(written responses, verbal responses, and administrative records) enhanced the quality
of the study through comparison techniques and triangulation (Myers, 2013; Voss et al.,
2002).

4.5.4. Deriving the Final Model

After conducting the follow-up interviews, these were transcribed into written form for
analytical purposes. In doing so, the written response provided by each respondent
under each question was typed in (copy & paste) first and the verbal responses
transcribed were placed below the written responses initially.  Thereafter, the
paragraphs (under each question for each respondent) were restructured for coherence to
facilitate data analysis. Finally, the information were coded and sorted using ‘Interview
Streamliner’ software (Pruijt, 2012). The researcher followed the instructions provided
in the coding manual by Saldana (2013) to identify and operationally describe the PM
dimensions and sub-dimensions from the textual information that were gathered (details
in Chapter Six). As asserted by Saldana (p. 8), coding enables a researcher to “organise
and group similarly coded data into categories or families because they share some
characteristics—the beginning of a pattern”. This exercise helped the researcher to:
(a) operationally describe the constructs, and (b) refine/finalise her conceptual model by
modifying the labels of the constructs (where appropriate) and adding new hypothesised
relationships between the constructs (details in Chapter Six). The researcher’s final
model is shown in Figure 4.6. This model becomes testable when the constructs are
operationalised. An important outcome of qualitative data analysis is the separation of
the concept Organisational Capabilities and People Development (Figure 4.4) into two
concepts/constructs pertaining to strategic resources: People and Organisational

Infrastructure (Figure 4.6). It was also evident from respondent information that
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Mission and Strategy must continue to be represented as two separate constructs. It was
also revealed that mission attractiveness also contributes towards Financial Health (see
hypothesis H2 in Figure 4.6). The researcher learnt that donors make donations because
they believe in the Mission (donating to a good cause). The details of the findings are

given in Chapter Six.

Drivers Resources Processes Stakeholder Satisfaction
(Mission Achievement)

Financial Health

Client Satisfaction

Org. Infrastructare

Mission Processes People Satisfaction

Hs Hioe

People Donor Satisfaction

Figure 4.6: The finalised model - the main theoretical model

The following 13 hypotheses were posited for testing

Causal predictors of Strategy

H1: Mission has a positive effect on Strategy.

Causal predictors of the Financial Health
H2: Mission has a positive effect on the Financial Health.

H3: Strategy has a positive effect on the Financial Health.
Causal predictors of the Organisational Infrastructure

H4: Strategy has a positive effect on Organisational Infrastructure.

HS5: Financial Health has a positive effect on Organisational Infrastructure.
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Causal predictors of the People
Hé6: Strategy has a positive effect on People.

H7: Financial Health has a positive effect on People.

Causal predictors of the Processes
HS8: Organisational Infrastructure has a positive effect on Processes.

HO: People have a positive effect on Processes.

Causal predictors of Stakeholder Satisfaction

H10: Processes have a positive effect on Stakeholder Satisfaction.

The above hypothesis contains three sub-hypotheses:
H10a: Processes have a positive effect on Client Satisfaction.
H10b: Processes have a positive effect on People Satisfaction.

H10c: Processes have a positive effect on Donor Satisfaction.

The above hypotheses provide a tentative explanation of the theoretical relationships
between the PM dimensions of the theoretical model (Figure 4.6). Once the hypotheses
have been tested, the researcher elaborated on the theoretical relationships (e.g. strong
relationships versus weak relationships; new insights the data seem to suggest) to

answer her third research question (RQ3).

4.5.5. Operationalising the Constructs of the Final Model

As mentioned earlier, operationalising the constructs of the refined model (the final
model) answers the second research question (RQ2). To operationalise the constructs,
in the second stage of qualitative data analysis, the coding was arranged at sub-
dimension level. = The coding process was completed in several steps—data
familiarisation, initial coding, theme searching, themes reviewing, themes defining and
naming, and reporting—as suggested by Braun and Clarke (2013). Next, similar ideas
were grouped together and labelled to reflect the initial coding. With use of the initial
codes, the researcher identified the PM dimensions and checked whether these
dimensions reflect the frequency and similarity of the responses. This exercise provided

sufficient information to operationalise the constructs. In a subsequent chapter (Chapter
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Six), the researcher provides the results in the form of operational descriptions of the
constructs. The operational descriptions were also transformed into a self-administered

survey questionnaire for quantitative data collection (section 4.6).

The number of measures (survey items) found to be necessary to operationalise each

construct were as follows:

Mission: 4 measures

Strategy: 5 measures

People: 3 measures

Financial Health: 6 measures®*

Organisational Infrastructure: 2 measures

Processes: 8 measures

Client Satisfaction: 4 measures

People Satisfaction: 6 measures

Donor Satisfaction: 3 measures

(Total number of measures = 41; one measure identified under Financial Health was

isolated as a global measure for construct validation; details in Chapter Eight)

4.6. QUANTITATIVE DATA COLLECTION
4.6.1. Determining the Sample Size

Apart from selecting the sampling frame, the other most important decision to make
prior to quantitative data collection is to know the minimum sample size required to
make statistical inferences, without compromising “statistical power” (Cohen, 1992).
Statistical power is the probability of rejecting a false null hypothesis (e.g. Hy: zero
effect versus Ha: nonzero effect). Therefore in a regression context, statistical power
(which is a function of the sample size, significance level, and the “effect size™) refers
to the probability of a regression model parameter found to be significant (based on the
p value), if in actual fact (i.e. in the population), it is significant (Cohen, 1992; Green,
1991). In statistical analyses for behavioural sciences, a statistical power of 80% (0.80)

is taken as the cut-off value for determining the minimum sample size; a larger sample

 Unlike the other constructs, this construct was found to be more appropriately modelled as a formative
construct; details in section 5.2.2.2, in Chapter Five.
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size will cause the statistical power to become greater than 80%, if other things remain

unchanged (Cohen, 1992; Green, 1991).

The researcher found that the most appropriate statistical method required to test her
hypothesised theoretical model (Figure 4.6) is the partial least squares based structural
equation modelling (PLSBSEM) approach; the justification is given later (in section
4.6.3 and also, in Chapter Five). Chin (1998) asserted that because PLSBSEM is a
piece-wise multiple regression method, the minimum sample size required to conduct
PLSBSEM should be governed by the multiple regression relationship that contains the
highest number of predictors (more technical details are given in section 5.4.2 in
Chapter Five). In the researcher’s model, the multiple regression relationship that
contains the highest number of predictors is the predictor-response relation of the
reflective construct Processes. The response Processes is predicted through eight
predictors (questionnaire items). Based on the power analysis calculation performed by
Cohen (1992, p. 158), the sample size required to attain a statistical power of 80% (at
5% significance level), for a regression model containing 8 predictors, for a medium

25 (cc

size relationship™ (“medium effect”), is 107 observations.

4.6.2. Developing the Survey Questionnaire

As mentioned very briefly earlier (section 4.3.1), quantitative data were collected
through a self-administered survey questionnaire. This mode of data collection is the
most common quantitative data collection method in social research (Bourque, 2003;
Bryman, 2012; Cooper & Schindler, 2014; Saunders et al., 2012). The survey
questionnaire was administered on representative sets of New Zealand and Australian
samples to test the researcher’s hypothesised theoretical framework (Figure 4.6); this
theoretical framework provides a scientific basis for measuring strategic performance in

NPOs. Following are the benefits of adopting a self-administered survey questionnaire:

e It is more efficient, cost effective and an easy way to collect data from a larger

sample (Bourque, 2003; Saunders et al., 2012).

3 Cohen (1992, p. 157) uses an arbitrary R? value of 13% (more technically, Effect Size (Cohen’s f?) =
Explained Variation/Unexplained Variation = R*/(1-R*) = 0.15) to define a medium size predictive
relationship (medium effect), which is actually a weak relationship rather than a medium relationship
for most researchers. Stronger the true relationship (effect size), smaller the sample size required to
detect a significant model (based on the p value of the F statistic).
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e Participants can respond to the questionnaire at their leisure; since top managers
are busy most of the time, this type of a questionnaire enables them to assign a

suitable time to respond (Bourque, 2003).

e Although self-administered questionnaires are vulnerable to “method bias”
(Podsakoff, MacKenzie, Lee, & Podsakoff, 2003), there are statistical tests such
as Harman’s Single Factor Test (Podsakoff & Organ, 1986) to verify that the

responses are probably unbiased.*®

A draft questionnaire containing close-ended response choices was developed to
capture each measure belonging to each construct. The questionnaire consisted of two
parts. Part one covered the contextual information relevant to the respondent and their
organisation while part two covered 41 statements for which agreement was sought on a
seven-point Likert type scale; the seven points in the scale corresponded to following
agreement levels: strongly disagree (=1), disagree (=2), somewhat disagree (=3), neither
disagree nor agree (=4), somewhat agree (=5), agree (= 6), and strongly agree (=7). As
mentioned earlier (section 4.5.5), the measures of each construct—in effect the survey
instrument—were developed from the fieldwork undertaken during the qualitative (case
study) data collection phase of the study. A seven point Likert scale for the
questionnaire was used to enhance the reliability of the measurement scales (Nunnally
& Bernstein, 1994). Further, the 41 questionnaire items were randomised to minimise

method bias (Conway & Lance, 2010; Zikmund, 2013).

The draft questionnaire was prepared using the freeware web interface “Google Forms”
(see Google, 2015) for pilot testing the questionnaire as well as for subsequent full-scale
data collection. Google Forms is an online questionnaire creation platform that ensures
the anonymity of the respondents, which is an important consideration in this study. As
mentioned earlier, the survey was conducted in accordance with Massey University’s
human ethics guidelines (see Appendix D for the “low risk” ethics approval for the

study).

% The type of bias the researcher refers to here is the “common method bias”. Technically, common
method bias can be defined as a systematic measurement error that results in variance in data “that is
attributable to the measurement method rather than to the construct of interest” (Podsakoff et al., 2003,
p-879).
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4.6.3. Selecting the Sampling Frame and Full Scale Data Collection

Positivistic research (hypothetic-deductive reasoning) aims to make scientific
generalisations using statistical inference techniques (Creswell, 2014). Even though the
researcher adopts a pragmatic paradigm, her final goals are hypothetic-deductive in
nature (the 13 hypotheses associated with her model were specified earlier). Therefore,
it is important to draw the sampling frames (units of analysis) and the respondents (units
of measurement) appropriately. In this study, for the purpose of administering the
survey, the researcher assumed that it is best if she could focus on a particular group of
respondents in the organisation in which all members are similar on such aspects as the
occupational level and participant characteristics. For this reason, a homogeneous
purposive sample (see Saunders, 2012; Saunders et al., 2012) consisting of directors,
CEOs, and seniors executives, was selected as respondents to whom invitations were
sent out to participate in the survey. The reason for selecting senior level managers only
was because (much like the case of qualitative data collection that preceded) the scope
covered in the survey questionnaire relates to strategic management, which is a senior-

level management activity.

The researcher invited 775 Australasian healthcare NPOs (the sampling frame) to
respond to the questionnaire. In this regard, 465 Australian organisations (healthcare
only) were randomly selected”” from the “Charity Registry” maintained by the
Australian Charities and Not-for-profits Commission (ACNC), Melbourne, Victoria,
Australia (the ACNC registers all Australian NPOs). Similarly, 310 New Zealand
organisations (healthcare only) were randomly selected from the “Charities Register”
maintained by the department of internal affairs, Wellington, New Zealand. Having
selected the 775 organisations, the web sites of all of these organisations were searched
to collect the relevant contact information (the name, designation and the email) of
senior-level managers (no more than 2 from each organisation) to prepare the list of
potential participants in the survey. Thereafter, self-addressed emails were sent through
to 1550 (930 to Australia and 620 to NZ) individuals who belong to the 775
organisations (i.e. two senior managers per NPO). The researcher anticipated that there
would be at least a 10% response rate, which meant that the anticipated number of

responses (> 155 responses) would be far greater than the minimum sample size

7 In the random selection process, if a particular organisation was found to have no website, that
organisation was excluded.
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required for the statistical analysis (see section 4.6.1). The email sent through to the
respondents consisted of a brief description about the research; the researcher’s
background, the human ethics approval, and the link to the web page containing the
online questionnaire in “Google Forms” format (see
https://docs.google.com/forms/d/11Cod411 MLcnmKBCGfbg-
V3ZVEhYRKUKmmGqE16BZ8Y A/viewform).

Statistical software packages IBM SPSS 22 and SmartPLS 2 were used to analyse the
data. The IBM SPSS 22 software package was used to conduct principal components
analysis (PCA) on the 41 survey items of the questionnaire as well as to assess scale
reliability (Cronbach’s alpha) of the constructs, while the second software package
SmartPLS 2 was used to test the hypothesised theoretical model (Figure 4.6) using the
PLSBSEM approach (Hair, Hult, Ringle, & Sarstedt, 2014; Jayamaha & Grigg, 2014).
The PLSBSEM method (see Chapter Five for details) was used instead of the more
widely known covariance-based structural equation modelling (CBSEM) method
(incorporated in software packages such as LISREL, AMOS, EQS) due to the following

reasons:

(1) The study involves measurement of new constructs (i.e. constructs that have
hitherto not been understood well enough) for which achieving a “covariance fit”
(the global goodness of fit pursued in CBSEM) becomes difficult (Chin, 1998;
Hair et al., 2014).

(1)) One construct of the model (Financial Health) contains a formative construct.
Since the variability of the measures of a formative construct is not explained by
the construct of the theoretical model, the analysis of the covariance structure of
the measures in the measurement model becomes problematic, thus making the
use of the CBSEM method problematic (Diamantopoulos, Riefler, & Roth, 2008;
Roberts & Thatcher, 2009).

(ii1))  Some constructs of the model (Figure 4.6) contain a prohibitively large number

of measures to use CBSEM. Accommodating a large number of measures in a

construct leads to covariance fit issues in CBSEM (in this method, it is
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recommended that the number of measures be limited to 5 measures or less, per

construct) (Bollen, 1989; Byrne, 2010; Kline, 2011).

PLSBSEM (details in the next chapter) is a nonparametric approach (Chin, 1998).
Hence the statistical significance of all model parameters was examined using a re-
sampling technique; SmartPLS 2 uses the resampling technique “bootstrapping” (Efron,
1979) to generate the t values of the parameters, to determine their statistical
significance. It is important to note that PLSBSEM assumes that the data (in the
researcher’s case survey data coded by the researcher) used in the analysis is interval or
ratio type (Hair et al., 2014). However, the Likert scale used in the questionnaire was
ordinal (a Likert scale is always ordinal) but the researcher treated that scale as
‘interval’ as other researchers do, in order to conduct PLSBSEM; since there are no
known PLSBSEM software packages that specifically handle ordinal data (Hair et al.,
2014), a justifiable interval approximation was needed. Under these circumstances, as
prescribed in the literature (e.g. Chin, 1998; Hair et al., 2014), ordering of response
choices was done to conform to the main requirement of selecting a meaningful
midpoint (“neither agree nor disagree”) to make the interval approximation tenable. In
addition, at least in theory, opting for a seven point Likert scale in favour of a five-point
Likert scale also helped because this made the gaps between response choices narrower

(hence approximately similar intervals between response choices).

4.6.4. Tests Conducted Prior to Full Scale Data Collection

Prior to administering the survey full-scale, the following procedures were adopted.

4.6.4.1. Content validity and Face Validity Assessment

The term content validity refers to extent to which the measures that have been selected
to represent a construct (in essence the content), represent (in a sampling sense) the
universe represented by the construct (Nunnally & Bernstein, 1994). Face validity on
the other hand is a judgement on the operationalisations of the constructs as they look
(i.e. on its face) (Nevo, 1985). While both of these seemingly similar forms of validity
require judgement, establishing content validity requires more expert judgement than

establishing face validity® (Kline, 2011; Nunnally & Bernstein, 1994). For the purpose

® This is not to say that the face validity should be judged by a lay person!
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of content validity and face validity, the draft survey instrument was provided to four
independent academics knowledgeable in PM. The views of four academic experts
were solicited to make comments on the questionnaire, in terms of clarity and content.
This resulted in minor changes to the wording of two survey items in part two of the

questionnaire.

4.6.4.2. Pre-testing and Pilot Testing

Pre-testing basically achieves the same goal that pilot testing achieves. However, pre-
testing is a cognitive approach (behaviour observation in a laboratory-like setting) that
sometimes offer superior benefits over pilot testing. This is because pre-testing
typically creates an environment for the respondents to open-up (Collins, 2003; Groves
et al., 2011; Yin, 2014). Inasmuch as the researcher would have liked to have called a
few respondents—the CEOs, directors and senior executives—to her research facility to
conduct a pre-test, this was deemed not practicable due to the nature of the respondents;
typically, pre-testing requires procedures such as requesting each respondent to readout
each question loud as they answer it (Collins, 2003). Making such requests to
Australasian senior executives is not practicable. Therefore, only pilot testing was

conducted as a precursor to the full-scale survey.

For pilot testing, the 9 organisations that participated in the qualitative data collection
phase (the case study) of the project were solicited to respond to the survey
questionnaire (they were directed to the URL containing the online survey instrument).
Each organisation was requested to nominate four respondents to respond to the pilot
survey (the idea was to receive about 15-20 responses). Specifically, the respondents
were asked to comment on any particular survey item that they found ambiguous. The
researcher received 13 responses from 9 organisations. Curiously, none of the
respondents suggested changes to any of the survey items (the comments that the
researchers received were complimentary). The researcher assumed that by confining
the pilot test to the very organisations that provided information (qualitative data) to
operationalise the constructs, she could get more critical feedback on her survey

. 29
instrument.

¥ A complimentary response such as “thank you Ishani the questionnaire looks good to me” is probably
not critical feedback!
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4.7. QUANTITATIVE DATA ANALYSIS

The researcher received 232 responses (121 from Australia and 111 from New
Zealand). Given that the minimum size requirement is 107 observations (as shown in
section 4.6.1, a sample size of 107 will attain an 80% statistical power for a medium
effect size), a sample size of 232 means a considerably higher chance of detecting true
significant effects; statistical power was found to be 98.6%.%° The following analyses

were conducted on the survey data.

4.7.1. Data Screening

As the initial step of data analysis, the data were screened to check whether there have
been any data entry errors: unusual characters being entered and/or out of range values
been entered. Only characters that were acceptable were integers from 1 to 7 for data
cells containing responses for survey questions relevant to the 7-point Likert scale.
Next, the cells were examined to ascertain whether the missing values have been
appropriately represented (this facilitates identification of missing data cells and
imputation of data for missing data cells), and how many cases (data records/rows) need

to be discarded due to excessive levels of missing values.

Missing data is typical in survey research on social and behavioural sciences (Hair et al.,
2014). Usually, a case (a data record) is deleted from the data file if the number of
missing values corresponding to the case (data record/row) exceeds 15%. Given that
the quantitative survey questionnaire contained 41 survey items in the Likert scale, 15%
missing values correspond to six unanswered questions (survey items) by a particular
respondent (case). Thus if any case (data record/row) contained seven or more
unanswered questions, these were deleted. In addition, if there were to be responses
from a respondent (case) who has provided the exact same level of agreement to all
survey items (e.g. a 6, meaning “agree” in the Likert scale) such cases were to be treated
as “suspect”, warranting “case-wise data elimination”. Perhaps unsurprisingly there
was not a single suspect case (a flat score or something close to being flat) warranting
deletion based on this criterion. This resulted in the deletion of 9 cases, resulting in a

usable sample size of 223. The data cells that contained missing values were filled with

% The following online power analysis calculator was used: www.danielsoper.com/statcalc3/calc.aspx?id=1
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the data imputation option “median of nearby points” in SPSS (Gerber & Finn, 2013,
pp 23-24).

After the screening, data were further examined using IBM SPSS 22 software for
univariate outliers (any z value > 3.0) and univariate normality (frequency distribution
histograms and normal probability plots in the form of Q-Q plots). There weren’t any
univariate outliers and the data were found to be approximately univariate normal based

on the frequency distribution histograms and the Q-Q plots.

4.7.2. Verifying the Absence of Common Method Bias

Podsakoff et al. (2003, p.879) define common method bias as a systematic error that
results in variance in data “that is attributable to the measurement method rather than to
the constructs the measures represent”. The researcher conducted “Harman’s single
factor test” (Conway & Lance, 2010; Podsakoff, MacKenzie, & Podsakoff, 2012;
Podsakoff et al., 2003) to ensure that the responses probably do not suffer from
common method bias. If the responses to a survey suffer from common method bias,
according to the Harman’s single factor test, the principal components analysis (PCA)
of the survey items would extract only a single factor (component). IBM SPSS 22
software was used to perform the PCA required for Harman’s single factor test. The
test results suggested that the responses do not suffer from common method bias. The

details are discussed in section 8.2.2.

4.7.3. Establishing Scale Reliability

Scale reliability is a necessary condition for construct validity of a measurement system
(measurement scale) (Nunnally & Bernstein, 1994). There are two indicators that are
commonly used to test the reliability: Cronbach’s coefficient alpha (Cronbach, 1951)
and the composite reliability (CR) (Werts, Linn, & Joreskog, 1974). Scale reliability
measures the degree of relatedness of measures that belong to a construct (Nunnally &
Bernstein, 1994); scale reliability is a concept that is only applicable to a traditional
(reflective) construct (see Chapter Five); this is because it is only in traditional
constructs that the measures are required to co-vary (Diamantopoulos et al., 2008; Jarvis

etal., 2003).
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Due to the above logic, which is common to all traditional (reflective) constructs, the
measure “average variance extracted” (AVE) (Fornell & Larcker, 1981) is also used as
an additional measure of scale reliability; the researcher wishes to reiterate that scale
reliability is a concept that is applicable to traditional constructs only. The coefficient
AVE shows the proportion of variance of the construct that is being shared by its
measures, on average (Chin, 1998). As mentioned earlier, the researcher used IBM
SPSS 22 software package to test the reliability of the constructs. The CR coefficient
and the AVE were obtained after conducting PLSBSEM via SmartPLS 2. The rule of
thumb cut-off (minimum) values for Cronbach’s coefficient alpha and CR coefficient
(p) are 0.70 for a mature or established (mature) construct and 0.60 for an emerging or
new construct (Nunnally & Bernstein, 1994; Werts et al., 1974), while the rule of thumb
cut-off (minimum) value for AVE is 0.50 (Chin, 1998).

4.7.4. Establishing Construct Validity

In PLSBSEM, construct validity for a conventional construct can be determined
through convergent validity and discriminant validity (Chin, 1998; Fornell & Larcker,
1981). One way to examine these forms of validities is to observe the loading cross-
loading matrix of the measures. The term loading refers to the correlation between a
measure and its assigned construct; the term cross-loading refers to the correlation
between a measure and a construct to which the measure is not assigned (Gefen &
Straub, 2005). The convergent validity is shown if strong loadings (correlations > 0.70
desired) are observed while discriminant validity is shown when the cross-loadings of a
measure are less than its loading (Gefen & Straub, 2005). In PLSBSEM, item loadings
and cross-loadings can be easily computed because the PLSBSEM algorithm calculates

the factor scores of the constructs based on the specified model.

The literature on PLSBSEM prescribes an alternative way to test the discriminant
validity using the “Fornell-Larcker criterion” (Fornell & Larcker, 1981). The
discriminant validity is shown when the square root of the AVE of a construct is greater

than its correlation with any other construct (Fornell & Larcker, 1981).
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4.7.5. Model Testing

In structural equation modelling (SEM), irrespective of the method being used (i.e.
PLSBSEM versus CBSEM)), it is necessary to make a judgement on the overall model,
in terms of its goodness-of-fit to the overall model to the data, before making
judgements on the statistical and practical significance of the hypothesised relationships
(Figure 4.6) (Chin, 1998; Hair et al., 2014). The reader is reminded that the statistical
validity of the hypothesised relationships is required to answer the third research
question (RQ3). Unlike in CBSEM, there is no well-established global (overall)
goodness of fit measure in PLSBSEM to establish whether or not the model as a whole
(the measurement and structural models combined) is a good fit to the data (technical
details are in the next chapter).31 Thus in PLSBSEM the quality of the overall model is
assessed through the quality of the measurement model and the structural model (Chin,
1998; Hair et al.,, 2014). In PLSBSEM, communalities (or loadings), composite
reliability and AVE are used to test the measurement model while the coefficient of
determination (Rz), Predictive relevance (QZ), size and significance of path coefficient,
Cohen’s 2 effect sizes, and the q2 effect sizes are used to test the structural model (Chin,
1998; Hair et al., 2014). Therefore these parameters were assessed (more technical
details are found in Chapter Five) to examine the goodness-of-fit of the overall model

(results in Chapter Eight).

4.8. DEVELOPING AND TESTING THE ANCILLARY MODEL

The model referred to earlier (Figure 4.6), which the researcher referred to as her main
theoretical model, pertains to the first three research questions only (see Figure 4.1).
The fourth research question (RQ4) asks: “what weighting should managers give to
each performance dimension and its subparts in assessing the overall strategic

performance of a NPO?”

The nine constructs in the main theoretical model (Figure 4.6) are the PM dimensions
that are required to predict and explain Stakeholder Satisfaction (mission achievement).

The question then is how could the researcher model a valid Overall Performance Index

3! Although modern PLSBSEM software packages report an overall goodness of fit (to be interpreted the
same way an R value is interpreted in regression analysis) based on the method prescribed by
Tenenhaus, Amato, and Esposito Vinzi (2004), its relevance and the theoretical basis has been
questioned by scholars (e.g. see Hair et al., 2014, p.78).
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as a weighted linear combination of the constructs of her main theoretical model? Once
this is answered, fitting this new model—which, the researcher refers to as her ancillary
model—to data to estimate the weight of each construct (PM dimension) becomes quite
straightforward. This is because the data collected to test the main theoretical model

can also be used for estimating the weights.

The hierarchical model that the researcher posited to represent the Overall Performance
(as an Index) is shown in Figure 4.7. The purpose of creating this hierarchical model is
to fit this model to data to answer the fourth research question (RQ4). The researcher
hypothesised that a higher-level abstract concept (Overall Performance) can be formed
from lesser abstract concepts (lower-order constructs) that represent different facets of
organisational performance (for technical details of hierarchical measurement models,
see Chapter Five). The researcher considered two options in deciding on the number of
lower order constructs: to use all nine constructs of her main model (option 1) and to
reduce the number of constructs through rationalisation (option 2). The researcher
opted for option 2, because “parsimony” (simplicity) is a valued property in statistical
modelling (Akaike, 1987; Byrne, 2010).>* Accordingly, the three facets of Stakeholder
Satisfaction—Client (subdomain 1), People (subdomain 2), and Donor (subdomain 3)—
were consolidated as a single concept (Stakeholder Satisfaction). Similarly, the two
facets of Capabilities and People Development—Organisational Infrastructure
(subdomain 1) and People (subdomain 2)—were consolidated as a single concept
(Capabilities and People Development). This resulted in reducing the nine constructs of
the main model to six constructs (represented by six middle-tier blue circles in Figure
4.7). The reader will note that the six lower-order constructs almost piggybacks on the
six constructs that the researcher utilised in developing her conceptual model (Figure
4.4). The details of parameter estimation (e.g. the A coefficients representing weights)

is given in Chapter Eight (section 8.7).

2" One may ask, why then did the researcher not consider reducing the number of constructs in her main
theoretical model (in fact parsimony was considered). In the main theoretical model the researcher is
explaining a social phenomenon (how mission of the NPO drives its strategies to achieve stakeholder
satisfaction). Therefore the researcher must use the right number of building blocks (constructs) for
her explanation (theory). In the ancillary model, the researcher is not interested in explaining a social
phenomenon as such. Instead, she is concerned with generating a good representative numerical value
for the overall performance. Thus the researcher has the liberty to be more parsimonious.
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Figure 4.7: The hierarchical model on overall performance

4.9. JUSTIFYING THE QUALITY OF THE RESEARCH

The purpose of this section is to run past specific actions that the researcher took to
ensure that she produces a rigorous piece of academic research. The researcher used the
criteria®® prescribed by O'Cathain (2010) to assess the quality of her mixed method
research design.  O'Cathain prescribed eight generic quality domains (criteria)
applicable to mixed method research. The researcher reviewed the criteria and found
that six of the criteria (quality domains) apply to her study: Planning Quality, Design
Quality, Data Quality, Interpretive Rigour, and Inference Transferability. The key
elements of each criterion (quality domain) are summarised by the researcher in Figure

4.8. The details of each domain are discussed in the following six subsections.

3 The criteria were customised to suit the researcher’s scope of work.
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Figure 4.8: The customised quality framework (based on prescriptive criteria given by

O'Cathain, 2010) used by the researcher
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4.9.1. Planning Quality

According to O’Cathain (2010), two important features have to be addressed to achieve

a quality research plan: the ‘Foundational Element’ and ‘Rational Transparency’.

The Foundational Element is a criterion introduced by Dellinger and Leech (2007). This
criterion emphasises the importance of understanding and reviewing the existing
literature critically, to establish research questions and the study design. Moreover, a
conceptual model should be typically developed to guide the design, by way of
representing the phenomenon being studied in abstract terms (Caracelli & Riggin,

1994). The researcher followed all these guidelines.

Rational Transparency refers to the justification that is given for adopting mixed
methods (Caracelli & Riggin, 1994; Creswell & Clark, 2011); the justification for

adopting mixed methods for the researcher’s study was given in detail, in section 4.3.

4.9.2. Design Quality

Design Quality is the criterion that is used to assess the methodological accuracy of a
study (Onwuegbuzie & Johnson, 2006). There are four features that are critical in
assuring design quality in mixed methods research: ‘Design Transparency’, ‘Design
Suitability’, ‘Design Strength’, and ‘Design Rigour’ (Creswell & Clark, 2011;
O'Cathain, 2010; Teddlie & Tashakkori, 2009).

Design Transparency is about being transparent in the research design, by relating the
design to a known typology or description of important features of the design, if the
design does not belong to a known typology (Creswell, 2014; O'Cathain, 2010). The
detailed description of the research design selected was provided in section 4.3.2; the
specific mixed methods approach (instrument development variant of the exploratory
sequential design) used by the researcher was chosen based on the description provided
by Creswell and Clark (2011) on mixed methods typologies. For additional
transparency, a diagram was provided (Figure 4.3) using the template provided by

Creswell and Clark (2011).
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Design Suitability refers to the appropriateness of the design to answer the research
questions and to provide evidence to justify the stated paradigm and the methods
(O'Cathain, 2010). It is almost always the case in published work (especially in high
ranked journals) that Design Suitability of the specific mixed methods design is well
demonstrated (Creswell & Clark, 2011; Teddlie & Tashakkori, 2009). Onwuegbuzie
(2006) used the term ‘“Paradigmatic Mixing Legitimation” to refer to the same
requirement. The researcher adopted an Exploratory Sequential Design approach
because that approach seemed to be the most suitable mixed methods design type to
achieve the aims and objectives of the study (more details were provided in section

43.2).

Design Strength provides the evidence of strength of the method (Caracelli & Riggin,
1994; Onwuegbuzie, Bustamante, & Nelson, 2010). In the researcher’s study, the
results of the qualitative phase of the study (the case study) were used to develop the
PM system (e.g. to refine the conceptual model and operationalise the constructs).
These results were then used to develop and strengthen the quantitative phase of the
study, which focuses on testing the PM system (see Figure 4.1). Onwuegbuzie (2006)
argues that it is possible to optimise a mixed methods design by mixing a weaker
approach (weak for the task at hand) with a stronger approach to achieve high quality
outcomes, though cross-compensation; Onwuegbuzie termed this approach as
“Weakness Minimisation Legitimation”. In the case of the researcher’s study, the
qualitative phase of the study (the case study), which led to the finalisation of the main
theoretical model, was weak in generalisation (but strong in understanding the meaning
of the concepts/constructs of the model); however, once the qualitative phase is
launched, it paves way to collect quantitative data to test the model for scientific
generalisation (i.e. making inferences about the universe/population to which the study
applies). Thus low generalisation of the findings of the qualitative phase (the
theoretical model and the operational definitions) is negated by the high generalisation
of the findings of the quantitative phase (statistical validity of the model and the
operational definitions), presumably resulting in a robust research design. Thus the

researcher argues that her design is high in Design Strength.

Design Rigour, the final feature of Design Quality, is the rigour of the methods, given
the research design (O'Cathain, 2010). The following actions were taken by the
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researcher to assure Design Rigour. These are in line with the recommendations given

by Creswell and Clark (Creswell & Clark, 2011) to enhance Design Rigour:

e To identify dimensions of strategic performance (the constructs of the
phenomenon being studied) through qualitative coding (phase one) and gain new
insights (e.g. new concepts/constructs, relationships, implications) on PM. In
phase one, every effort was taken to obtain valid and reliable (trustworthy)

qualitative data.

e To develop the survey instrument (quantitative questionnaire) in the second
phase to measure otherwise directly unobservable dimensions (i.e.
constructs/latent variables) of the conceptual model. Care was taken to develop

reliable scales for the constructs (Nunnally & Bernstein, 1994).

e To review the content of the survey instrument by a panel of “content experts”
who are knowledgeable about PM in the nonprofit sector; this was to establish
face validity and content validity of the survey instrument (content validity is

one aspect of construct validity mentioned below).

e To develop an empirically testable theoretical model containing constructs
underlying strategic performance and then, demonstrate the validity of these
constructs—more technically precisely, construct validity—using established

techniques in psychometrics and statistical modelling.

e To examine the similar exploratory sequential design studies to verify that the
steps taken by the researcher are constant with peer accepted mixed method
designs. As mentioned earlier, the design topologies used by Myers (2003) as
well as Mak and Marshall (2004) are very similar to the design topology adopted
by the researcher; in addition, studying the methodology used in the peer
reviewed work mentioned (albeit their research inquires had very little in
common with those of the researcher) also enabled the researcher to become
familiar with the specific methods and strategies that are needed to conduct the

researcher’s study.
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4.9.3. Data Quality

There are several important requirements that have to be addressed by a researcher to

demonstrate “Data Quality”.

The first requirement of Data Quality is “Data Transparency”. This is defined as proper
description of all the data collection methods, sampling techniques, and data analysis
methods (Creswell & Clark, 2011; O'Cathain, 2010). All data collection methods,
sampling techniques and data analysis methods that were used by the researcher were

clearly described in this chapter.

The second requirement of Data Quality is “Data Rigour”. This is defined as “the
extent to which methods are implemented with rigour” (O'Cathain, 2010, p. 546).
Onwuegbuzie (2010) used the term “design fidelity” to refer to the same requirement.

The action taken by the researcher to ensure Data Rigour, are as follows:

Phase One (qualitative phase/the case study)

e Research records and reports were maintained and updated electronically using
Microsoft Word, Microsoft Excel, Adobe Acrobat, Interview Streamliner and
Endnote software. In addition, an audio file (where relevant and when possible)

of interviews were maintained.

e Action was taken to ensure that the respondents who provide qualitative data are
dependable (trustworthy) and that the data are in a format that is suitable for the
task at hand.

Phase Two (quantitative phase/theory testing)

e Comprehensive action was taken to develop the survey instrument to test the
models (the main theoretical model and the ancillary model) and all methods and
techniques that were used to collect, clean (e.g. exclude outliers, impute missing
data), and verify data (testing for common method bias) were described in

sufficient detail.
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e The purpose of quantitative data collection within the overall study was clearly

explained.

The third requirement of Data Quality is “Sampling Adequacy”. This refers to the
appropriateness of the sample size and techniques (Creswell & Clark, 2011;
Onwuegbuzie et al., 2010). Onwuegbuzie (2006) also highlighted the importance of
recruiting the right participants in a case study (for qualitative data collection) and
combining the two different samples (qualitative and quantitative) in an optimal way to
achieve research objectives. This optimal integration of samples is referred to as
“Sample Integration Legitimation” (Onwuegbuzie et al., 2010). It is important to note
that random selection/assignment of respondents from a universe of respondents is not
relevant in a case study, which also means that section of the cases and the number
(sample size) is based on informed judgement, rather than statistical methods (Yin,
2014). This issue was addressed by the researcher in sections 4.3.2 and 4.5.1 (also see
Figure 4.5). In the case study, data were collected up until saturation of information
was reached (i.e. addition of the last case producing seemingly minimal marginal
improvement to the information that was already available to the researcher). The
adequacy of the sample size for a quantitative study is typically established by
performing a “power analysis” relevant to the statistical analysis to be conducted by an
analyst (Cohen, 1992; MacCallum, Browne, & Sugawara, 1996). In the quantitative
phase of the study, the researcher determined the minimum sample size required for her
study (107 responses as shown in section 4.6.1) based on power analysis and showed
that her actual sample size (232 responses) is much greater than the minimum required

(see section 4.7)

The fourth requirement of Data Quality is “Analytic Adequacy”. This emphasises the
appropriateness and adequacy of the data analysis techniques that were used to answer
the research questions (Teddlie & Tashakkori, 2009). The data analysis techniques and
the basis of selection of a particular technique (e.g. PLSBSEM) were explained by the
researcher comprehensively, particularly in sections 4.5 and 4.7 for qualitative and

quantitative data respectively.
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The fifth and final requirement of Data Quality is “Analytic Integration Rigour”. This

refers to the quality of certain actions that take place during a data analysis process

(Onwuegbuzie et al., 2010).

The following were the actions taken to ensure Analytic Integration Rigour:

Relevant and representative organisations were chosen for data collection in the
first phase of the study (qualitative/case study). Only senior executives (e.g.
strategic managers) and directors who are actively engaged in performance
monitoring were chosen for data collection; this way, the researcher ensured that
trustworthy information would be obtained; trustworthiness of informants is

critical in qualitative data collection (Creswell & Clark, 2011).

Relevant and representative organisations were chosen for data collection in the
second phase of the study (quantitative/theory testing). Data collection was
carried out using an available sampling frame (one for New Zealand and one for
Australia). This enabled random selection of Australasian healthcare NPOs to
participate in the survey; a random sample makes statistical inferences more
meaningful, because statistical inferences are based on the laws of probability

(Creswell & Clark, 2011).

Both qualitative and quantitative strands of data analysis were used to achieve

research objectives as it was necessary to do so (Creswell & Clark, 2011).

The same questions were asked of all the participants in the qualitative phase of
the study (the case study) when the researcher invited written responses for her
semi-structured questionnaire. Although the researcher did not use a separate
interview schedule (not practicable/relevant) in the follow-up interviews, the
interviews were restricted (to the extent possible) to seeking clarifications of
written responses only. Similarly, a single survey instrument was administered
on all potential respondents in the quantitative (theory testing) phase of the
study. These steps enhanced reliability and validity of data (Creswell & Clark,
2011).
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e The results of the first phase, which resulted in theory refinement and
operationalisation of PM constructs, was used to develop the survey instrument
(quantitative questionnaire) to test the theory in the second phase, meaning

integration of data analytic procedures (Creswell & Clark, 2011).

e Only well-established data analytic techniques were used to analyse the data.

Due to all of the above reasons given in this section, the researcher argues that her study

is also high on Data Quality.

4.9.4. Interpretive Rigour

Interpretive Rigour refers to the criteria that are used to draw conclusions from the
research findings. There are seven avenues to justify Interpretive Rigour of a study:
“Interpretive Transparency”, “Theoretical Consistency”, “Interpretive Agreement”,

“Interpretive Distinctiveness”, “Interpretive Efficacy”, “Interpretive Bias Reduction”,

and “Interpretive Correspondence” (O'Cathain, 2010). The researcher used all of them!

Interpretive Transparency refers to how the findings emerged from specific data
collection and data analytic techniques (O'Cathain, 2010). The researcher has clearly
explained how she met this requirement in subsequent chapter sections: section 6.3

(qualitative phase) and section 8.3 (quantitative phase).

The Theoretical Consistency refers to the consistency of the reasoning provided in
drawing the conclusions of the study, in the light of existing knowledge or theory
(Teddlie & Tashakkori, 2009). Dellinger and Leech (2007) used the term “Inferential
Consistency” to establish that the inferences are consistent with existing knowledge. To
achieve this objective, the researcher ensured that she discussed the findings in the light
of the literature to show how her study contributes to the expansion of the knowledge

base on nonprofit PM.

Interpretive Agreement is the consistency of the findings (Teddlie & Tashakkori, 2009).
This may be accomplished by meeting the “Inside-Outside Legitimation” requirement

proposed by Onwuegbuzie (2010). In Inside-Outside Legitimation, the results would be
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reviewed by an outside party and the participants would check the researcher’s
interpretations of participants’ responses. The purpose of this exercise is to eliminate
researcher bias. To achieve these objectives, the researcher ensured that the key pieces
of her study have been peer reviewed (outside view) through publications; for the inside
view, the researcher apprised the participants (in summary form in the quantitative
phase) what transpired from quantitative data collection to show each individual that the

findings flowed from the responses that they gave.

Interpretive Distinctiveness refers to the degree to which research interpretations are
distinct from alternative/rival interpretations and explanations (Teddlie & Tashakkori,
2009). The basic idea in Interpretive Distinctiveness is to provide a strong argument in
favour of internal validity. The researcher attempted to achieve this objective in two
ways. First she posited a theoretical model based on sound available literature and
substantive fieldwork (the case study). Second, in the quantitative phase, through
testing for common method bias, the researcher ensured that her data have (probably)

not been affected by confounding factors.

Interpretive Efficacy, also known as “Political Legitimation” (Onwuegbuzie & Johnson,
2006), is defined as making ‘“meta-inferences from the whole study adequately”,
incorporating “inferences from the qualitative and quantitative findings” (O'Cathain,
2010, p. 547). The following actions were taken by the researcher to achieve
Interpretive Efficacy.

e The conceptual model of the study was developed from the existing literature
(e.g. other PM frameworks, systems theory, and multidisciplinary literature).
The theoretical basis of the final model and the ancillary model was also
explicitly stated. The theoretical basis of the final model is the conceptual
model and the case study (qualitative data collected from the case study was
used to convert the conceptual model into a testable theoretical model). The
theoretical basis of the ancillary model is hypothesising a hierarchical (second-

order) model using standard methods used in psychometrics and PLSBSEM.
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e Feedback from content experts and pilot tests were used to improve the
questionnaires (semi-structured questionnaire and the subsequent online survey

questionnaire).

e The results of the quantitative phase of the study (deduction) reinforced the
results of the qualitative phase of the study (induction).

e Inferences were made at the end of each phase and after completing both
qualitative and quantitative phases, meta-inferences were made and these were
peer reviewed (through publications), as advocated by Creswell and Clark

(2011).

Interpretive Bias Reduction relates to the reasons given by a researcher for
inconsistencies in the findings and inferences (Caracelli & Riggin, 1994; Creswell &
Clark, 2011; Teddlie & Tashakkori, 2009). Although the theory testing phase did not
produce inconsistencies, the researcher attempted to explain findings from a practical
perspective to shed more light on the phenomenon being studied (stakeholder

satisfaction/mission achievement in NPOs).

The seventh and final avenue of Interpretive Rigour, Interpretive Correspondence, refers
to the level to which the research questions are answered by the researcher (O'Cathain,
2010). Correspondence between research questions and the inferences and meta-
inferences drawn from the study have been clearly demonstrated by the researcher, in

concluding the research (please see Chapter Nine on conclusions of the study).

For all of the reasons in this section, the researcher argues that her study is also high on

Interpretive Rigour.

4.9.5. Inference Transferability

Inference Transferability is the extent to which the study results can be applied to other
studies or situations (O'Cathain, 2010). The term “external validity” (generalisability) is
used in quantitative research to mean “transferability” — a term used in qualitative

research (O'Cathain, 2010; Tashakkori & Teddlie, 2010). One could argue that the
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sample selected by the researcher for the qualitative phase of the study leads to results
that are not statistically generalisable (case study organisations were not meant to be
sampling units). However, this argument can be defended because the quantitative
phase of the study did (validation of the measurement model and theory confirmation
based on statistical modelling) what the qualitative phase of the study was not meant to

do.

To be more specific, in the quantitative phase of the study, the data were collected by
administering the survey questionnaire to NPOs drawn from an Australian sampling
frame and a New Zealand sampling frame (see section 4.9.6.1) representing healthcare.
Having collected quantitative data, the researcher went on to test the validity of the
measurement model—that is, the validity of the operationalisations of the constructs
(construct validity)—using established techniques in statistical modelling. It is only
after establishing the validity of the measurement model did the researcher proceeded to
test her hypotheses (again using established methods in statistical modelling) for

scientific generalisation.

The researcher therefore argues that her study is also high on Inference Transferability.

4.9.6. Other Considerations
4.9.6.1. Samples, Sampling, and the Sample Frames

A group of elements (individuals or organisations) chosen from a larger population for a
study is defined as a sample (Bryman, 2012; Cooper & Schindler, 2014). The method
or the technique used to choose an appropriate sample from the representative
population is defined as sampling (Cooper & Schindler, 2014). A sampling frame on
the other hand is a defined collection of sampling units (a list of individuals or
organisations that represent the population to which the study attempts to generalise)
from which a sample is drawn (Cooper & Schindler, 2014). Two actions are involved
in sampling: setting boundaries of the study (based on the research objectives/questions)

and creating the sampling frame (Voss et al., 2002).

In the researcher’s study the sampling frame is the Australasian NPOs that are classified

under the category “health”. Both Australia and New Zealand follow the “International
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Classification of NPOs” (ICNPO), in which NPOs are classified under 12 main activity
groups; “health” is one of them (Salamon & Anheier, 1997).

The New Zealand sample was drawn from a population consisting of NPOs that provide
community healthcare from each of the five following subcategories defined by the

New Zealand Ministry of Social Development, New Zealand:

1. Hospitals and rehabilitation
Nursing homes
Mental health and crisis intervention

Other health services

O VR

Support and ancillary services

The above categories fit into NPOs in healthcare, based on the ICNPO.

The Australian sample was drawn from a population consisting of NPOs that provide

community healthcare from each of the four following subcategories defined by the

Australian Charities and Not-for-profits Commission. These four subcategories are as

follows:
1. Hospitals and rehabilitation
2. Nursing homes
3. Mental health and crisis intervention
4. Other health services

The above categories also fit into NPOs in healthcare, based on the ICNPO.

In this study, suitable sampling techniques and adequate sample sizes were selected in
each phase of the study. The sampling techniques and strategies that were used in the
qualitative phase of the study (the case study) was covered in section 4.5.1 while the
sampling techniques and strategies that were used in the quantitative phase of the study
(theory testing) was covered in sections 4.6.1 and 4.6.3. Therefore the researcher argues

that she completed the sample selection process diligently.
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4.9.6.2. Ethical Considerations

The researcher took the following action to ensure that her study conforms to ethical

protocols (explicit and implicit):

e As stated earlier (sections 4.5.1 and 4.6.2), Massey University Human Ethics
Committee approval was obtained to conduct the study as a low risk study (as

mentioned earlier, the research objectives did not warrant a full ethics approval).

e The anonymity of the respondents and their organisations were preserved and
confidentiality of strategic information of individual organisations and
information of a sensitive nature were not disclosed in any research output,
including this thesis (sensitive information is not deliberately sought by the
researcher anyway, as such information is not necessary for the researcher to

achieve her research objectives).

e The interviews were recorded with participants’ permission (as mentioned

earlier, this was done to facilitate transcribing).

e The semi-structured questionnaire was dispatched to the participants to invite
written responses to each questionnaire item. The respondents were assured that
the interviews that followed-up their written responses were meant to seek
additional certification of their written responses. Thus in effect, the semi-
structured questionnaire served as an interview protocol that defines the

parameters within which the interviewer (researcher) operated.

4.10. CHAPTER SUMMARY AND CONCLUSION

This chapter covered the methodology used to answer the research questions, and
thereby, achieve the specific research objectives set out at the beginning of the study
(see section 1.5). Key social research paradigms were examined (section 4.2) and the
appropriate paradigm to answer the research questions was chosen (with justification) as

“pragmatism”, which involves mixed methods research approaches (section 4.3).
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The first research question (RQ1), which relates to identifying appropriate PM
dimensions for monitoring strategic performance, was answered by developing a
conceptual model from the literature (section 4.4) and improving it to become a testable
theoretical model by using qualitative data collected from nine Australasian NPOs in
healthcare (details in section 4.5). This fieldwork also enabled the researcher to
operationalise the PM dimensions. Subsequent fieldwork of a quantitative nature was
undertaken to test the operationalisations of the PM dimensions and thereby, fully
answer the second research question (RQ2). The quantitative phase of the study (details
in sections 4.6 and 4.7) involved data collected from 232 senior-level managers
belonging to Australasian healthcare NPOs; data were collected through an online
survey. One thousand five hundred and fifty (1550) managers belonging to 775 NPOs
(two managers per NPO) were invited to participate in the survey. The quantitative data
were also used to test the hypothesised theoretical relationships of the model and
discuss their significance, to fully answer the third research question (RQ3). The final
research question (RQ4), which relates to determining the weights each PM dimension
(and its subparts) should carry to indicate the overall organisational performance, was
answered by theorising and testing an appropriate hierarchical factor model (details in
section 4.8). Figure 4.1 depicts the strategy implemented by the researcher to answer
her research questions, in summary form. Finally, the researcher demonstrated that her
mixed methods research design meets the quality criteria prescribed in the literature

(section 4.9).
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CHAPTER FIVE

REVIEW OF POSITIVISTIC TECHNIQUES USED IN
TESTING THEORETICAL MODELS

Do the right thing. It will gratify some people and astonish the rest.

Mark Twain

5.1. INTRODUCTION

As mentioned in the previous chapter, the researcher used quantitative research
techniques to test her theoretical models. To enable this, the researcher operationalised
the constructs of her models, using case study research. These are positivistic notions
of advancing knowledge. Quantitative positivistic approaches in social science research
have their own set of quality criteria to assess the rigour of a study (Bryman, 2012;
Easterby-Smith et al., 2012). Even though the researcher adopted a pragmatic paradigm
to achieve her research objectives, because of the strong quantitative focus in her mixed
methods research design, the researcher used certain positivistic techniques, which are
reviewed in this chapter. The purpose of this chapter is to review potential quantitative
approaches available for testing the validity of theoretical models and to better inform
the reader about the quantitative techniques associated with the methodology used in the
study, prior to interpretation of the results reported and discussed in subsequent
chapters. In a sense, this chapter can be viewed as a chapter on the review of the
literature on potential quantitative research techniques available to test the researcher’s

theoretical models.

5.2. VALIDITY OF A THEORETICAL MODEL FROM A QUANTITATIVE
RESEARCHER’S STANDPOINT

5.2.1. The Building Blocks of a Theoretical Model

Constructs, as the name implies, are the building blocks of a theoretical representation.
Constructs are abstract concepts that a researcher defines for the purpose of theory
building (Cooper & Schindler, 2014). A construct is measured by combining more

concrete ideas (or simpler concepts) that are directly observable (Cooper & Schindler,
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2014; Dubin, 1978). A phrase that goes hand in hand with a construct is the operational
definition of the construct (Dubin, 1978). An operational definition of a construct is the
“set of procedures” (descriptions) that are being used to “measure and manipulate” the
abstract concept (i.e. the construct) under observation (Hoyle, Harris, & Judd, 2002,
p.11). Because of their abstract nature, constructs are also referred to as latent

variables, factors, or theoretical variables.

Indicators are the concrete ideas (measures) that a researcher uses to operationalise
(capture) the construct. Thus by definition, indicators are directly observable.
Indicators are also referred to as test items, measures, observable variables, or manifest

variables.

The level of measurement refers to the particular way a measurement concerning a
variable is treated. The measurement (thus by default an observable variable) can be
presented in one of the following four levels or scales: nominal, ordinal, interval, and
ratio. A nominal scale classifies objects (or test subjects) into mutually exclusive
categories (e.g. males versus females, for-profit versus nonprofit). An ordinal scale
classifies objects/test subjects in a rank-order, but the distance (interval) between the
ranks does not convey any numerical meaning (e.g. rating of an outcome as poor,
moderate, fair, and excellent); an interval scale on the other hand places equal distance
between the rank orders, but there is no absolute zero or an origin to the measurement; a
ratio scale on the other hand has an absolute zero, which makes it possible to compute
ratios between two measurements (e.g. $ 200 versus $ 100). The level of measurement
concerning a variable is important to a researcher because this determines the
appropriate statistical method that should be used by the researcher to analyse (or
present) the data (Cooper & Schindler, 2014; Stevens, 1946; Velleman & Wilkinson,
1993).

The Likert scale is one of the most widely used attitudinal scales, where the respondents
are asked to indicate their level of agreement—ranging from “strongly disagree” to
“strongly agree”, scaled typically in four, five or seven points—to a statement given in a
questionnaire (Norman, 2010). It is widely accepted in the psychometric literature that
attitudinal scales pertaining to a single questionnaire item is ordinal, but when

individual questionnaire items are combined to form a single psychometric scale to
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measure a latent variable (or construct), attitudinal data can be treated as interval data,
to permit the use of parametric statistical methods such as regression analysis and
structural equation modelling (SEM) (Boone & Boone, 2012; Norman, 2010; Velleman
& Wilkinson, 1993).

A hypothesis is a speculative, empirically falsifiable statement that predicts or explains
the relationship between two or more variables (Cooper & Schindler, 2014). A term
that is closely associated with a hypothesis is a proposition. A proposition is also a
statement about relationships between abstract concepts, that can be judged to be true or
not. A proposition becomes a hypothesis when the proposition becomes testable

empirically (Cooper & Schindler, 2014; Whetten, 1989).

A theory is a set of interrelated hypotheses proposed to “explain or predict phenomena”
of interest (Cooper & Schindler, 2014, p.668). Cooper and Schindler (2014) observe
that, in management, many authors use term “model” and theory interchangeably.
Cooper and Schindler assert that the two terms are not the same in that the theory
provides the “explanation” of the phenomenon whereas the model provides the

“representation” of that explanation.

5.2.2. Modelling of Constructs

Constructs need to be represented (modelled) in a particular way to invite mathematical
and statistical manipulation, for the purpose of testing hypotheses (Hair et al., 2014;
Jarvis et al., 2003; Nunnally & Bernstein, 1994). From the review of the psychometric
literature, the researcher identified three ways in which a construct can be modelled,
depending on the theorist’s epistemic stance on the abstract concept under observation
(Chin, 1998; Hair et al., 2014). These three ways are reviewed and discussed in the

next subsections.

5.2.2.1. The Standard Form of Modelling a Construct

The classical test theory provides the basis of modelling a conventional construct,
which is also known as a reflective construct (McDonald, 2013). The classical test
theory is based on the premise that any measurement of a variable contains its true

score, disturbed by an error component that is unique to the variable (Nunnally &
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Bernstein, 1994). This assumption is used in developing the measurement scale of a
construct. The other assumption on the construct is that a construct embraces a certain
surplus meaning to the meanings embodied in the measures (manifest variables) that are
being used to develop the measurement scale of the construct (Cohen & Swerdlik, 2002;
Jarvis et al., 2003). The implication on this is that any weighted sum of scores of the
indicators is, at best, an approximation of the score of their underlying construct

(Bollen, 2002; Grice, 2001; Velicer & Jackson, 1990).

A construct, as an abstract concept (a latent variable), is shown either as circle or an
ellipse. Figure 5.1 depicts a research hypothesis where the first construct (n;)
explains/predicts the second construct (n;). The first construct is associated with n
number of manifest variables while the second construct is associated with m number of
manifest variables. The variable labelled ‘R’ in Figure 5.1 represents the residual error.
This variable is also regraded as a latent variable because R corresponds to a difference

between the scores of two latent variables, as evidenced in equation 5.3.

The first two equations shown’ (equations 5.1 and 5.2) represent the relationship
between the constructs (latent variables) and their associated measures. The parameters
Aii and Ay represent the association (correlation) between the measures and their
corresponding latent variables; these correlations are known as the factor loadings or
simply, loadings in the literature (Chin, 1998; Hair et al., 2014). The terms €;and &; in
equations 5.1 and 5.2 the error terms associated with the specified relationships. In
statistical modelling involving latent variables, the equations 5.1 and 5.2 are said to
represent the measurement model (also sometimes known as the inner model) of the
overall statistical model (Chin, 1998; Hair et al., 2014). The final equation (equation
5.3) represents the research hypothesis involving the two latent variables. In statistical
modelling involving latent variables, the latter equation is said to represent the
structural model (also sometimes known as the outer model) of the overall statistical
model (Chin, 1998; Hair et al., 2014). In a more complex theory, a researcher would

specify several structural relationships®> involving constructs, to represent multiple

* Typically these equations are represented in matrix format but for the ease of understanding the

researcher has avoided the use of the matrix notation.

3 Again, it is customary to show all the structural relationships through a single equation, in matrix

format.
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hypotheses. Moreover, the unknown model parameters (e.g. Aij, Ayj, and K) are

estimated for standardised scores to facilitate the comparison of parameters.

yli:}\,li*ru—i—gli (i=1,2,...,n) (51)
Yo =hoj *mpt ey (=1.2,...m) e
n2 -k +R o

.l'.,u ""‘-'_-,_ i ) Mom

Figure 5.1: Specifying the measurement model and the structural model in graphical

format

An important conceptualisation in statistical modelling involving latent variables is that
the measures of a construct are conventionally being viewed as reflections
(manifestations) of the construct, rather than as elements that form the construct (Bollen
& Lennox, 1991; Jarvis et al., 2003). Stated in another way, the cause of the measures
is their underlying construct (Bollen, 2002; Jarvis et al., 2003). Therefore, when the
latent variable varies, all its measures are expected to vary in the same way (Bollen,

2002; Nunnally & Bernstein, 1994).
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5.2.2.2. Modelling Formative Constructs

Although a construct is conventionally being viewed as the cause of its indicators, a
construct is modelled as the effect of its measures in certain conceptualisations; stated
alternatively; a construct can be viewed as being formed by its measures (Fornell &
Bookstein, 1982; Gefen, Straub, & Boudreau, 2000). Such constructs are known as
formative constructs. Psychometricians assert that the choice between a formative
model specification and a reflective model specification should be based on the
epistemic considerations involving the relationships between the indicators and the

specific construct (Bollen, 1989; Roberts & Thatcher, 2009).

Jarvis et al. (2003) show that the key statistical properties of formative indicators
(measures) are different from those of reflective indicators (measures); whereas
reflective indicators move in the same direction (because the variability of these
indicators is caused by the construct), the formative indicators need not necessarily
move in the same direction, because the variability of formative indictors is not caused
by the construct (in fact it is exactly the reverse). For this reason, it is known that
conventional procedure used to assess reliability and validity of a conventional
construct is not suitable to assess reliability and validity of a formative construct
(Bollen, 1989). Jarvis et al. (2003) prescribe the following situations that warrant a

formative construct:

The indicators are defining features of the construct; changes in the
indicators are expected to cause changes in the construct; changes in the
construct are not expected to cause changes in the indicators; the
indicators do not essentially share a common theme; excluding an
indicator may adjust the conceptual domain of the construct; a change in
the value of one of the indicators is not essentially expected to be related
with a change in all of the other indicators; and the indicators are not
expected to have the same causal antecedents and consequences (Jarvis et

al., 2003, p.203).

The graphical and mathematical representations of a formative construct (ng) are

provided in Figure 5.2 and Equation 5.4 respectively.
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nF=wityi+& o (1=123) (5.4)

Where, y; is the i"™ indicator of the construct nr, Cis the disturbance term associated with
the latent variable ny (it means that the indicators only map partially into the construct),
and w; are the factor weights.

Notes:

formed by three indicators (y;, y», and y3).

construct completely.

V. y, Y between the indicators.

Figure 5.2: Illustration of the measurement model of a formative construct

5.2.2.3. Modelling Hierarchical Constructs

In the literature on causal modelling involving latent variables, on occasions, one comes
across constructs that represent very highly abstract concepts that require less abstract
concepts to operationalise the construct (Chin & Gopal, 1995; Hair et al., 2014). In
such situations a hierarchical relationship between constructs is formed, where the less
abstract concepts (the first-order constructs) form the basis of the highly abstract
concept (the second-order construct), in a reflective or a formative fashion (Chin &

Gopal, 1995; Jarvis et al., 2003).

Based on the direction of the relationships between the indicators (manifest variables or
measures) and their corresponding first-order constructs and the relationships between
the first order constructs and the second-order construct, a second-order construct can
be modelled in several different formats (Wetzels, Odekerken-Schréder, & Van Oppen,
2009). Figure 5.3 depicts (in four separate panels) four possible formats of a second-

order construct. According to the literature, the approach used in validating a second-
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1. In this example, the construct (labelled as np) is

2. The disturbance term C is not always included in
modelling. When the disturbance term C is
excluded, that means that the indicators form the

3. In some forms of statistical modelling, the
researcher has to account for the covariance



order model is no different to that being followed in validating a first-order model

(Chin, 1999; Hair et al., 2014).

Type | Second Order Model Type Il Second Order Model

Second Order
Construct

Figure 5.3: Alternative forms of representing a second-order construct (adopted from

Jarvis, MacKenzie, & Podsakoft, 2003)
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5.3. FORMS OF VALIDITY

Having shown how to represent constructs and research hypotheses both
diagrammatically and statistically, in this section, the researcher discusses the concept
‘validity’ from a quantitative researcher’s standpoint, in relation to the measurement

system, the constructs, the hypotheses, and the overall theory.

The ‘scientific utility’ of the measurement system is often referred to as the validity (or
instrumental validity) of the measurement system (Nunnally & Bernstein, 1994, p. 83).
Nunnally and Bernstein contend that validity assessment indicates how well the
elements of the measurement system (e.g. the questionnaire items in a survey) measure
what they are supposed to measure. There are three major types of measurement
validity: content validity, predictive validity, and construct validity (Cooper &

Schindler, 2014). Each type of measurement validity is reviewed in turn.

5.3.1. Content Validity

Content validity refers to the sufficiency and representativeness of the elements of a
measurement system (e.g. the items in a survey questionnaire, the questions included in
a test on a specific subject domain), given the domain of the subject that is being studied
(Cooper & Schindler, 2014). The content validity of a measurement system is a matter
of (subjective) judgement; content validity is usually judged by a panel of experts
knowledgeable about the subject domain being surveyed (Haynes, Richard, & Kubany,
1995; Kline, 2011). Although content validity is not a statistical matter, statistical
techniques are sometimes used to process expert judgements (e.g. see Lawshe, 1975;
Wynd, Schmidt, & Schaefer, 2003). Face validity is also a form of content validity, but
as the term implies, face validity takes a less stringent examination of the completeness
of the elements (e.g. questionnaire items) included in a measurement system (Lynn,

1986; Nevo, 1985).

5.3.2. Predictive validity

Predictive validity, which is also referred to as criterion-related validity (Cooper &
Schindler, 2014) or empirical validity (Nunnally & Bernstein, 1994), provides evidence
of success of measures employed for prediction. Thus in predictive validity, the analyst

attempts to predict an external criterion (sometimes referred to as a global measure) via
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the measures used in operationalising the construct/s. Cooper and Schindle highlight
four qualities that the chosen criterion should satisfy: relevance, unbiasedness,
reliability, and availability. Since predictive validity (and even content validity) is
subsumed in construct validity (see section 5.3.3 below), Straub, Boudreau, and Gefen
(2004) assert that inclusion of a test on predictive validity in research reporting is
optional. However, the researcher used a test on predictive validity to establish
construct validity of a formative construct included in her model, because there are no
other tests available to establish construct validity of a formative construct (Hair et al.,

2014).

5.3.3. Construct Validity

Construct validity is defined as the extent to which the operationalisation/s of a
construct/s measures what it is supposed to measure (Cooper & Schindler, 2014;
Nunnally & Bernstein, 1994). Construct validity is being viewed by psychometricians
as a very board concept, which subsumes other forms of measurement validity, such as

the predictive validity and the content validity (Kline, 2011; Mitchell, 1985).

Based on the literature (e.g. Bagozzi, Yi, & Phillips, 1991; Gefen & Straub, 2005), the
researcher observes that convergent validity and discriminant validity are two important
facets of construct validity. Convergent validity is confirmed when “each measurement
item correlates strongly with its assumed theoretical construct” and discriminant
validity is confirmed when ‘“each measurement item correlates less strongly with all
other constructs, except for the one to which it is theoretically associated” (Gefen &

Straub, 2005, p.92).

5.3.3.1. Reliability and Internal Consistency

The researcher observes that the concept ‘reliability’ in validity testing of abstract
concepts, evolved in the field of psychometrics in relation to ‘test scores’, in parallel
with the definition of wvalidity (Cronbach, 1951; Henson, 2001; Thompson, 2003).
Whereas validity of the test scores means proof that measures that reflect an abstract
concept measure what it purports to measure—based on the test scores—reliably of test
scores refer to the extent to which a set of scores indicate the true scores of the abstract

concept under observation (Henson, 2001; Thompson, 2003). Within this definition, it
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is implied that reliability is a necessary, but not a sufficient condition for validity
(Dawson, 1999; Thompson, 2003). The formal definition of reliability, which comes
from classical test theory, is that reliability is the variance of true scores over the
variance of the observed scores (Dawson, 1999). Supposing if X is the score of the
variable under consideration and T is the true score of the variable for a given case, and

E is the error term for that case (i.e. X =T + E), the reliability K can be defied as:

K — Var(T) _ Var(T) (5.5)
Var(X) Var(T)+Var(E)

Since the true scores cannot be determined in practice, psychometricians have proposed
several proxies for the above reliability coefficient K (see equation 5.5). The most well-
known is the one developed by Cronbach (1951), known as the internal consistency
reliability coefficient (also known as coefficient « or Cronbach’s «). In essence,
internal consistency is the extent to which measures of an underlying concept
(construct) are internally consistent to yield similar results, for the concept under

observation (Cronbach, 1951; Thompson, 2003).

5.3.3.2. Methods of Establishing Construct Validity

Factor analysis, either in exploratory factor analysis (EFA) mode or confirmatory factor
analysis mode (CFA) is often being used to establish construct validity (Gefen &
Straub, 2005). In the EFA mode, the researcher identifies the structure of the factors by
examining which measures align (relate) more strongly to one factor compared to the
other factor/s (Hair, Ringle, & Sarstedt, 2012). The numbers of factors that a researcher
extracts from the total set of measures is based on the Eigenvalues of each extracted
factor (Hayton, Allen, & Scarpello, 2004; Yong & Pearce, 2013). In the CFA mode, the
factor structure is predefined by the researcher (i.e. the measures are pre allocated to the
constructs/factors based on the operational definition of each construct) and the
researcher’s goal is to confirm this factor structure. The default technique for

conducting CFA is SEM, which is discussed later (Gefen & Straub, 2005; Kline, 2011).
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5.3.4. Statistical conclusion Validity

In the previous subsections (i.e. section 5.3.1 through to 5.3.3), the researcher reviewed
the meaning of validity in relation to a measurement system involving latent variables
(constructs). In this subsection, the researcher reviews the meaning of validity from the
point of view of the hypothesised statistical relationships between latent variables.
Cook, Campbell, and Donald (1979) defined the term ‘statistical conclusion validity’ to
mean the validity of the statistical conclusions on the latent variable relationships (i.e.
hypotheses) specified by the researcher. Austin, Boyle, and Lualhati (1998) assert that
statistical conclusion validity is not only being governed by the true nature of the latent
variable relationships that exist out there, but also by the statistical power of the test.
The statistical power of a test is the probability of rejecting the null hypothesis in favour
of a true alternative hypothesis (Lipsey, 2000). It is easy to show that the determinants
of statistical power (in the context of the hypothesised relationships between the latent
variables) are the size of the true relationship between the latent variables (the effect
size), the sample size, and the significance level (Type I error) specified by the
researcher (Cohen, 1992; Lipsey, 2000). Conversely, it is easy to calculate the sample
size required to achieve a desired level of statistical power (typically > 80%) (see

Cohen, 1992 for a primer on the sample size).

5.3.5. Internal and External Validity

Thus far, the researcher reviewed the validity of a measurement system as well as the
validity of the hypothesised relationships, purely from a statistical point of view. The
researcher observes that the validity of a research design can be expanded over and
above these domains. The two forms of validity in this regard are the internal validity

and the external validity.

5.3.5.1. Internal Validity

Internal validity refers to the “extent to which conclusions can be drawn about the
causal effects” of one construct on another (Hoyle et al., 2002, p.32). Therefore,
internal validity of a research design concerns the ability of a research design to exclude
rival explanations, such as the effects of factors not included in the design, on the
observed phenomenon (Bryman, 2012; Malhotra & Grover, 1998; Rungtusanatham,
Choi, Hollingworth, Wu, & Forza, 2003). It is documented in the literature (e.g.
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Bryman, 2012; Cooper & Schindler, 2014; Malhotra & Grover, 1998; Straub, 1989) that
establishing causality through nonexperimental methods such as survey research is a
challenging proposition. Malhotra and Grover (1998) recommend that internal validity
of survey research can be enhanced in two ways: informally, through a strong
justification as to why the hypothesised relationships should exist (or why alternative
explanations are implausible) and formally, by following certain specific procedures.
As informal procedures, the following are proposed: the researcher’s primary theoretical
model is the causal model of the nonprofit balanced scorecard (BSC); the nonprofit
BSC is a framework that has been subjected to intense academic scrutiny, although
what the researcher examines is unique. In addition, the researcher provided the
theoretical basis of her main model (Chapter Four) and conducted a case study to justify
her constructs. The researcher also adopted two of the three formal procedures
suggested by Malhotra and Grover to enhance internal validity: adopting a path analytic
approach (the researcher used SEM) to test the model and observation of
multicollinearity among variables. The third formal procedure of conducting a follow-
up study (to examine causal effects longitudinally) was not pursued by the researcher
due to time constraints, and this has been outlined as a limitation of the study. The
researcher also observes that her research design guards against the following threats on
internal validity, articulated in the seminal work of Campbell and Stanley (1963):

selection bias, attrition, history, maturation, and instrumentation.

For these reasons, the researcher argues that action has been taken to enhance internal

validity of the research findings.

5.3.5.2. External Validity

External validity refers to the extent to which the study findings can be applied or
generalised to the populations and settings concerning the hypotheses (Hoyle et al.,
2002). Since the researcher selected large representative samples, the study was shown
to be free from method bias, and the findings were not influenced by the actions of the
researcher (see Cooper & Schindler, 2014), the researcher argues that action has been

taken to enhance the external validity of the research findings.
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5.4. STRUCTURAL EQUATION MODELLING

Structural equation modelling (SEM) is an advanced second generation multivariate
statistical technique widely used in social sciences to test theories and to validate the
underlying operational definitions of the theoretical constructs (Bollen, 1989; Grigg &
Jayamaha, 2014; Hair et al., 2014). SEM is a confirmatory approach, which provides a
method for assessing and modifying theoretical models to confirm the hypothesised
relationships between the constructs as well as relation between constructs and their
measures (Anderson & Gerbing, 1988; Byrne, 2010; Raykov & Marcoulides, 2006).
Unlike traditional multivariate procedures, SEM is capable of providing explicit
estimates of the measurement errors of each measure (Byrne, 2010; Raykov &
Marcoulides, 2006). An assumption that holds when using SEM is that the relationships
between constructs (latent variables) as well as the relationships between constructs and
their underling measures (manifest variables) are linear (Raykov & Marcoulides, 2006).
There are two types of SEM techniques: the covariance based SEM (CBSEM) and the
partial least squares based SEM (PLSBSEM). [Each technique has its own
characteristics, assumptions, and therefore, advantages and disadvantages. These two

SEM techniques are discussed in the next two sub-sections.

5.4.1. The Covariance Approach to SEM

The CBSEM—also known as Llnear Structural RELations (LISREL), Covariance
Structure Analysis, Covariance Structure Modelling, Causal Modelling, Analysis of
Moment Structures (AMOS)—was invented by Karl Joreskog (Jéreskog, 1970)*° as a
general method for analysis of the covariance structure of measures that operationalise
the constructs. The purpose of CBSEM is to determine how well a researcher’s
hypothesised model is capable of replicating the covariance between the measures
(manifest variables), through the estimated parameters of the specified model (see
section 5.2.2.1). The CBSEM algorithm estimates model parameters through an
iterative procedure, by minimising the discrepancy between the sample covariance

matrix and implied covariance matrix (Bollen & Hoyle, 2012).

3% LISREL and AMOS are also names of two popular SEM software packages available in the market.
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The strength of the CBSEM technique over PLSBSEM technique is that being a ‘full
information method’, the CBSEM algorithm estimates all the model parameters
simultaneously, through a global optimisation parameter; therefore CBSEM provides an
overall goodness-of-fit test for the specified model (Anderson & Gerbing, 1988). The
main disadvantages of the CBSEM technique are that CEBSEM requires: (a) large
samples (n> 200), (b) mature operational definitions (not suitable for testing
new/evolving operational definitions), and (c) measures to be multivariate normally
distributed (Chen, Bollen, Paxton, Curran, & Kirby, 2001; Fornell & Bookstein, 1982).
Chen et al. (1982) and others (e.g. Boomsma & Hoogland, 2001; Kline, 2011) have
shown that violation of these requirements results in ‘improper solutions’ (e.g. non-

convergence of iterations and infeasible solutions such as negative variances).

5.4.2. The Partial Least Squares Approach to SEM

The PLSBSEM, sometimes referred to as the variance-based SEM approach, was
invented by Herman Wold (Wold, 1980), the mentor of Karl Joreskog. According to
Wold, PLSBSEM is a robust statistical technique for drawing statistical inferences
when a researcher is unable to justify parametric assumptions of data (especially

normally distributed data, which is not always achievable).

In PLSBSEM, all the model parameters are divided into blocks (subsets) and the
parameters in one block are estimated using the parameter estimates of the other blocks,
using the ordinary least squares regression technique. Consequently, the PLSBSEM
technique minimises the residual error sum of squares of the endogenous constructs, on
its way to estimating the relationships (structural regression coefficients) specified in
the structural model. In this technique, the path coefficients and other unknown
parameters such as the factor loadings are estimated iteratively, block by block, until

variance reduction is no longer possible (Fornell & Bookstein, 1982).

Unlike the CBSEM technique, being a ‘limited-information estimation method’, the
PLSBSEM technique does not have a well-accepted global goodness-of-model fit
measure to determine to what extent a model fits to empirical data, overall (Anderson &
Gerbing, 1988; Chin, 1998; Hair et al., 2014). Because of this, the quality of the overall

model is judged through the evaluation of the structural model and the measurement
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model via a set of nonparametric evaluation criteria (Hair et al., 2014). Table 5.1
depicts the systematic investigative procedure proposed by Hair et al, to evaluate the
quality of the overall model in PLSBSEM applications. Chin (1998) also assert that it is
a good practice to use multiple quality criteria to judge the quality of the overall model,

given that there is no global fit measure in PLSBSEM.?’

As mentioned earlier (section 4.6.3 in Chapter Four), the PLSBSEM technique is more
appropriate than the CBSEM technique when the phenomenon under examination is
relatively new or the operational definitions of the underlying concepts are changing
(Fornell, 1987; Hair et al., 2014; Wold, 1982). In addition, the PLSBSEM technique is

also justified under the following conditions:

(1) When the model constructs have a large number of measures (Bollen, 1989; Byrne,
2010; Chin & Newsted, 1999; Kline, 2011).
(1)) When there is a theoretical need for formative constructs (Chin & Newsted, 1999;
Diamantopoulos et al., 2008).
(ii1)) When the necessary data requirements such as the sample size, multivariate normal
distribution and independence of observations are not satisfied (Chin & Newsted,

1999; Hair et al., 2014).

Given the researcher’s objectives and the research design, it is evident that the

PLSBSEM technique is more appropriate than the CBSEM technique for her study.

Table 5.1: A Systematic Model Evaluation Procedure for PLSBSEM (Source: Hair et
al., 2014)

Evaluation of the Measurement Model
Reflective Measurement Model Formative Measurement Model
¢ Internal consistency (composite reliability) e Convergent validity
e Indicator reliability e (ollinearity among indicators
e Convergent validity (average variance e Significance and relevance of
extracted) outer weights
e Discriminant validity

7 Though Tenenhaus et al. (2004) have introduced a global goodness-of-model fit measure for
PLSBSEM, it is not yet accepted by the researchers.
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Evaluation of the Structural Model

e Coefficient of determination (R?)
e Predictive relevance (Q%)

e Significance of path coefficient

5.5. VALIDITY CONSIDERATIONS IN CASE STUDY RESEARCH

The researcher used the case study approach initially to get a deeper understanding of
the constructs of her main model; this enabled the researcher to operationalise the
constructs. Therefore, the researcher reviewed the quality criteria prescribed by
positivistic case study researchers—that is, researchers who advocate the use of the case
study method to develop propositions and to understand the rich meanings of the
underlying concepts embedded in the propositions. The researcher observed that
positivistic case study researchers (e.g. Dubé & Paré, 2003; Voss et al., 2002; Yin,
2014) have redefined construct validity, internal validity, external validity and reliability
in the context of case study research. The researcher observes that interpretive case
study researchers on the other hand (e.g. Graneheim & Lundman, 2004; Guba, 1981;
Lincoln, 1995) emphasise trustworthiness, credibility, confirmability, and data

dependability to address the same requirements.

Construct validity in case study research relates to recognising correct operational
measures for the theories being studied (Yin, 2014). According to Yin, construct
validity can be strengthened by using three approaches: using multiple sources of
evidence, establishing a chain of evidence, and having the draft case study report
reviewed by key informants. In addition to the above three approaches, Voss et al.

(2002) added a fourth approach: ‘triangulation’.

Internal Validity in case study research relates to searching to create a causal relation,
by believing that some conditions lead to another condition/s, as distinguished from
fake relationships (Yin, 2014). According to Yin, in case study research, internal
validity can be increased using several techniques during the qualitative data analysis
phase: matching the similar patterns, cross-checking the results to assure the logical

order of the findings, and using diagrams to assist explanations (Riege, 2003).
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External validity in case study research is the extent to which a study can be
generalised. The generalisation of the study is not a statistical generalisation but an
analytical generalisation, where the researcher tries to connect findings to previously

established theory (Gibbert, Ruigrok, & Wicki, 2008; Riege, 2003).

Reliability in case study research is concerned with getting the same results with
repetitive operations such as data collection procedures, for the purpose of minimising
errors and biasness of a study. Reliability of a case study can be increased by using an
interview protocol, recording interviews, and showing the interview transcripts to the
respondents (Riege, 2003). In the case of the researcher’s case study, the conceptual

model and the qualitative questionnaire acted as the interview protocol.

5.6. CHAPTER CONCLUSION

In this chapter, the researcher reviewed positivistic techniques used in testing theoretical
models, because these techniques feature heavily in the researcher’s study, in achieving
the research objectives. Statistical representation of an abstract concept was explained
(section 5.2) and different facets of validity were reviewed (section 5.3). Since SEM is
the method of choice in behavioural sciences to examine the two key components of a
theoretical model—the measurement model and the structural model—the two
prevailing SEM techniques were reviewed to examine which of the two SEM
techniques is more suitable for the researcher’s study. The researcher showed that the
PLSBSEM technique is more suitable for her study than the CBSEM technique due to
two major reasons (section 5.4). Firstly, the study involves new operationalisations (i.e.
constructs whose meaning has been newly formed, using a case study). Secondly, the
study involves a formative construct, which is difficult to represent through the CBSEM
technique. Since the case study is an integral part of the researcher’s study, the
researcher reviewed how validity claims are made in case study research in a manner
that does not conflict the validity claims used in positivistic research (section 5.5). In
the next chapter (Chapter Six), the researcher presents and discusses the results of the

case study.
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CHAPTER SIX

QUALITATIVE DATA ANALYSIS AND RESULTS

Tis better to understand, than to be understood

A Prayer from St Frances

6.1. INTRODUCTION

In this chapter, the researcher presents and discusses the results of the case study, which
is the qualitative part of the study. The qualitative study (Chapter Four outlines the case
study design) was designed primarily to refine the researcher’s conceptual model and
operationalise the PM dimensions, for the purpose of theory testing through quantitative

data collection.

The results presented in this chapter enable the researcher to posit which set of PM
dimensions constitute an integrated PM system for NPOs (this relates to RQ1), what
their operational definitions are (this relates to RQ2), and what theoretical relationships
exist between the PM dimensions (this relates to RQ3). Therefore, the results and the
accompanying discussion provided in this chapter form the foundation for providing
more supportive answers to RQ1, RQ2 and RQ3 in a subsequent chapter (see Chapter
Eight on test results).

This chapter is organised as follows. Section 6.2 provides data pertaining to the case
study organisations, which are the units of analysis of the study. Section 6.3 provides
qualitative data generated from the semi-structured questionnaire and the follow-up
interviews; these data have been classified under particular themes and subthemes with
the aid of the qualitative data coding software ‘Interview Streamliner’. Section 0
elaborates and discusses these qualitative data, by way of providing quotes from the
case study participants as appropriate, to add richness to the results. Section 6.5
presents the operational descriptions of the PM dimensions, explaining how the
qualitative data lead to these descriptions. Section 6.6 explains how the operational

descriptions led to the development of the quantitative questionnaire to collect
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numerical data to test the researcher’s PM model as well as to test the validity of the PM
system itself (PM system also includes the scoring system that the researcher developed
via the ancillary model). Also, the contents covered in each questionnaire item are
elaborated in this section. Section 6.7 covers the theoretical and practical implications
of the case study findings. Finally, section 6.8 concludes the chapter, highlighting the

key findings covered in the chapter.

6.2. SUMMARY DATA ON CASE STUDY ORGANISATIONS

This section shows the relevant data and information on the case study organisations

and the participants who represented these organisations.

6.2.1. The Case study Organisations

Figure 6.1 depicts the specific healthcare subcategories to which the 9 case study
organisations (each organisation was represented by one senior manager) belong. As
mentioned in Chapter Four, 6 New Zealand organisations and 3 Australian
organisations participated in the case study. Figure 6.1 indicates that all five
subcategories belonging to nonprofit healthcare organisations are represented in the

study, at least once.

H Hospital & Rehabilitation

H Nursing Homes

i Mental Health & Crisis Intervension
H Other Health Services

H Support & Ancillary Services

Figure 6.1: The case study organisations by subcategory

Figure 6.2 classifies the case study organisations by age (the age included the time the
organisation has existed by other names, if any). This figure shows that only one

organisation is new (less than five years old). All other eight organisations have been in
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operation for over 20 years. Maturity in operation of the organisations meant that the
respondents were able to provide very firm and authoritative responses to the semi-

structured questionnaire and the follow-up interview.

M Less than 5 years

M 5 years to less than 10 years
i 10 years to less than 15 years
H 15 years to less than 20 years

H More than 20 years

Figure 6.2: Classification of organisations by age

Table 6.1 depicts some useful information pertaining to the respondents and their
organisations. All the nine respondents in the case study who represented their
organisations were senior managers, because only senior managers were approached to

participate in the case study. The participants were coded as follows:

e Senior managers belonging to the six New Zealand NPOs coded as N1 through
to N6.

e Senior managers belonging to the three Australian NPOs coded as A1 through to
A3.
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Table 6.1: Profile of the Participants and Their Organisations

Respondent
Code*

Organisational
Category

Designation

Responsibilities

Familiarity
with PM
Systems**

N1

Hospital and
Rehabilitation

Chief
Executive
Officer

e Manage the team
dynamics

e Managing the
performance of fund-
raising portfolios

e Manage board

¢ Ensuring relationship
with DHB

5 years

N2

Nursing Homes

General
Manager

e [mplementing
strategies to sustain
community based
support

e Implementing
strategies to sustain
residential and
retirement village
support

10 years

N3

Mental Health

Senior

Executive
Officer

e Strategic development

¢ Sourcing funding for
continued and
additional service
delivery and training

¢ Outcomes-based
frameworks for service
delivery

10 years

N4

Mental Health

Chief
Executive
Officer

e To ensure the
organisation fulfils
the vision and meets
the objectives of the
strategic approach

e Maintains a positive
sector and public
profile

e Meets budget and
remains sustainable

e The organisation

demonstrate the work
and practices that are

5 years
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Respondent

Familiarity

(the researcher is based in New Zealand).
** Familiarity of PM systems was questioned in the follow-up interview (the
plot testing of the quantitative questionnaire also provided this piece of
information).
*#% N6 is a New Zealand National Quality Award winner

e it Or%zr;ga;ir?/nm Designation Responsibilities with PM
Systems**
promoted:
- Five ways to wellbeing
- Mindfulness
- Working Well
N5 Other Health General e All Services 4 years
Manager
e Human Resources
e [Learning and Research
e International Students
e Advocacy
Support and e Communications and
*HENGO Ariiillary General Marketing 10 years
. Manager )
Services e Quality Management
e Risk Mgt.
e Cultural Support
e Business Continuity
¢ Business Excellence
Other Health Chief o Guide. anq develop the
Al (Injury Care) Executive organisation 5 years
Officer
¢ Financial management
o Strategic management
Other Health Chief e Human resource
A2 (Anxiety Executive management 5 years
Prevention) Officer e Fundraising , corporate
development and
reporting to the board
A3 Hosp'it'al & Director e Strategy, planning and 10 years
Rehabilitation governance
Notes: * A greater representation of New Zealand NPOs is due to logistical reasons

Information provided in Table 6.1 demonstrates that the respondents possessed wide-

ranging experience related to strategy planning and strategy monitoring, which is

essential in organisational-level performance management.
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6.3. OUTCOMES OF THE SEMI-STRUCTURED QUESTIONNAIRE AND THE
FOLLOW-UP INTERVIEWS

As mentioned in the methodology chapter, the researcher initially sorted the qualitative
data (text) generated from the semi-structured questionnaire and follow-up interviews
using the ‘Interview Streamliner’ software, which acts as a relational database system
operating within Microsoft Access, which is part of MS Office Professional (Pruijit,
2012). The application of Interview Streamliner software begins by creating a text file
by the analyst in *.txt format, using the specified syntax such as the ‘@’ sign and the
underscore sign () described later. This enables Interview Streamliner to sort data
under a particular keyword from the text file. The text file in this research contained
written responses provided by the respondents and the interview transcripts. The ‘@’
sign should be used to separate ‘fragments’, while the underscore sign should be used
to enclose keywords (Pruijt, 2012). In this study, a fragment represents the response
provided by a particular respondent (the written response and the interview transcript),
to a particular questionnaire item (question number). After importing the text file to

Interview Streamliner, keywords can be recalled (i.e. searched) (Figure 6.3).

Since the questionnaire items were based on the conceptual model, data were identified
as relating to one or more following keywords: mission & core values, vision, strategy,
economic sustainability, organisational capabilities and people development, processes,
stakeholders, stakeholder expectations, stakeholder satisfaction, measures, contextual,
existing PM systems, and miscellaneous. The thematic grouping was the basis for the
coding at this stage. The data were sorted for each keyword via the Interview
Streamliner database. For example, after importing the text file containing fragments
(the written responses and the follow-up interview responses that were transcribed), the
researcher searched fragments under the keyword ‘Mission & Core Values’ and
retrieved 13 records related to those keywords (Figure 6.3 depicts record 1 of 13).
These were then exported to an external file, which was then used to search for patterns
or similar ideas to group them together. This grouping was done manually by the
researcher using highlighting pens, after obtaining the printouts of the external file on

A4 paper.
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Figure 6.3: A screen dump of an output generated by Interview Streamliner software

Table 6.2: Questionnaire Numbers Corresponding to Keywords

Keyword

Questionnaire #

Keyword

Questionnaire #

mission and core values

6, 10, 21,11

stakeholder expectations

vision

10

stakeholder satisfaction

9,16, 21,22

strategy

8,9,11,12,13,
16

measures

19, 20

economic sustainability

13, 14

contextual

5,7,9,15, 16,
17,18, 20, 21

organisational capabilities
& people development

14,15, 17,18, 19

existing PM systems

18, 20

Processes

13, 14, 15

miscellaneous

1,2,3,4

stakeholders

7

Similarly, the researcher searched for all the keywords.

As a result, the researcher

received a specific set of qualitative data under each keyword for each case study
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organisation. The questionnaire number corresponding to each keyword was also noted

(Table 6.2). The researcher then scanned the text under each keyword to search for

patterns or similar ideas to group them together. Each grouping was referred to as a

subtheme, for the purpose of data analysis. Similar subthemes were grouped to form

themes. These themes were then cross-referenced with the concepts (constructs) of the

conceptual model, for the purpose of refining the conceptual model. The themes and

subthemes relevant for the operationalisation constructs, along with phrases (the phrases

came from the fragments) belonging to each subtheme are presented in Table 6.3.

Table 6.3: Themes, Subthemes and Related Information

Theme

Subtheme

Phrases Under Each Subtheme

Mission and
Core Values

Social Profit

Supporting the community or a targeted group;
provide social services that effectively meet the
needs of those that the NPO serves; supporting
people to lead fulfilling lives; contribution
towards the overall wellbeing of the targeted
group; trustable child healthcare; independence,
dignity and unlimited opportunity for our
targeted group; growing Kiwi kids; support for
high needs community; improving the life of the
clients

Organisational and
People Excellence

provider of choice; services of choice; world-
class service provider; employer of choice;
person-centred excellence; quality of service or
the programmes; performance excellence; staff
being effective in their work; maintaining or
increasing clients’ quality of life; organisation as
the recognised leader in all matters relating to
what we specialise in.

Strategy

Strategy Planning

The number of long term projects; developing a
property portfolio; programmes proposed over
programmes needed index (required actions); the
number of new speciality services; the number of
new strategies for fund raising; surveying the
environment; developing new models of service
provision; developing quality improvement
initiatives; developing further resource
allocation; developing and promoting
organisation-wide leadership; developing client
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Theme

Subtheme

Phrases Under Each Subtheme

led services; developing long-term strategic
objectives; creating a one-stop shop for advice;
referral and services; staff involvement in SWOT
analysis workshops (to see their concerns
reflected in strategy).

Strategy
Implementation

Implemented projects; new staff recruitment and
development programmes to fit strategy; further
resource allocation to implement strategies;
meetings before the final site business plan is
been written and signed off; promotion of the
service outcomes framework (the business plan is
based on the service outcomes framework) in
staff media; workshops on the strategic and
operating plan for staff (this is to show how and
where they fit); commend individuals and teams
regularly through staff e-letters, Chief Executive
updates, media articles and reports; cascading
individual departmental operating plans to each
employee to establish the link of their work to
the organisation's strategic goals; a pliant
agreement which has very clear service duties for
the job which is important for what the
organisation tries to achieve in the long term.

Organisational
Capabilities
and People

Development

Board of Directors,
Professionals and
the Senior
Leadership

High board and management alignment;
governance and management experience;
creating a (comparatively) highly qualified, high
performing organisational culture; organisational
management and professional, business-oriented
decision making; a strong management team

Training

Developing a high performing culture; producing
trained (qualified) employees; training
programmes and employee feedback on the
effectiveness of such programmes; creating a
committed team of highly engaged employees;
ongoing training of evaluators; internal training;
increased training to all staff; implementing a
literacy programme to improve literacy levels
and enable staff to acquire work-related
qualifications; developing the organisation’s
training programmes.

Infrastructure and
Technology

Investment in the organisation’s infrastructure;
maintenance and investment in information
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Theme

Subtheme

Phrases Under Each Subtheme

technology (IT); review of the effectiveness of
the IT; creating a fully integrated IT platform,;
establishing IT systems; developing a
“paperless” culture; developing online
recruitment processes; developing e-services.

Marketing and
Promotion

Brand promotion; investing in publications,
advertisements, discussion papers, forums or
symposiums; establishing shared projects, new
partners and projects; creating brand awareness;
promoting the organisation within the sector;
creating (or discussing) a dialogue or a
conversation in the media, and with the general
public; growing knowledge and an interest in the
public; reviewing organisational marketing
material.

Economic
Sustainability

Monitoring and
Controlling Cash
Outflows

Keeping a tab on the overhead costs; reducing
property costs; monitoring and controlling
average cost per paid and unpaid employee
(volunteers); limiting total number of paid
employees; monitoring the effectiveness of
training costs; monitoring the cost for services,
infrastructure and provision of IT.

Revenue Increase

Establishing fund raising projects; monitoring the
performance against budgeted targets; engaging
in initiatives to create an interest in new
contracts; maintaining good relationships with
key individuals; being tactful in winning key
funders (donors); constant engagement with
funders; building relationships with the
contractors, sponsors and donors.

Processes

Continuous
Improvements

Continuous development of projects and
services; creating work improvement teams
(including external consultants when necessary)
for efficient project management; generating
publications, discussion papers and forums on
continuous improvement in projects;
implementing programmes for staff development
to make continuous improvement more effective;
ongoing training of evaluators; internal training
on the service models; the “Baldridge Criteria for
Performance Excellence” approach being
embedded in organisational policy; implementing
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Theme

Subtheme

Phrases Under Each Subtheme

alternative philosophies.

Designing of Safe,
Efficient and
Effective
Processes

Ongoing review of costs and revenues pertaining
to process re-design (i.e. examining their
effectiveness); cost saving but effective
processes; bulk purchasing; developing and
implementing further resource allocations for
process improvement; increasing workforce
capability; establishing a robust reward and
recognition system; strengthening or improving
the quality of the processes (‘“‘strengthening”
means embedding quality at the process design
stage while “improving” means quality
control/checks in continuous improvement);
implementing staff health programmes; on the
job training for high impact and complex support
staff; developing mentor training for service
manager and service coordinator roles; reviewing
complaints processes; reviewing client outcomes
tools; workforce development.

Designing the
Infrastructure,
Technology and
Materials

Establishing well developed IT services;
developing online recruitment; Investing in IT
infrastructure; equipment purchases over
equipment request index; reviewing services that
could not performed due to lack of resources;
information systems innovation; standardising
information systems; developing a IT steering
group; reviewing marketing and promotion
material for effectiveness.

Stakeholder
Satisfaction

High Quality of
Support and
Services

Services offering feedback, and family surveys;
establishing internal measures on achievement
and growth; conducting internal and external
service quality audits; consultations/treatments
(measuring quality of life); investing in people
(paid employees); investing in recruiting
volunteers; developing training programmes;
increasing the skills set (qualifications) of paid
staff; achieving/targeting a staff satisfaction rate
of 85%; achieving/targeting a client satisfaction
rate of 90%; remaining the preferred provider of
service at the high end of disability; measuring
subjective quality of life; client outcomes
assessment and tracking the satisfaction rates
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Theme

Subtheme

Phrases Under Each Subtheme

over time; conducting service reviews with
clients and their families; deploying assessors to
assess client’s goals and outcomes;
commissioning clinical indicator reports;
conducting social return on investment research
and other relevant research on measuring social
impact.

Skilled and
Recognised People

Establishing reward and recognition schemes;
conducting performance appraisals; conducting
workshops for staff educating them on the
strategic and business plan; commending the
contributions of the employees (volunteers
included) through media and internal articles and
reports; conducting performance reviews
(appraisals) on paid employees annually;
evolving a skilled and competent workforce;
providing feedback to employees on their
progress against the objectives set by their line
manager.

Well Performing,
Empathic Social
Service

Conducting audits and surveys to check the
organisational climate; collaborating with other
organisations; establishing additional
programmes such as counselling, parenting, etc.;
doing “extra miles” in service provision; relying
on the turnover index; attending to meetings with
donors and policy holders; developing and
implementing client-led services; developing and
implementing new models of service provision;
partnering with others to help them on their
performance excellence journey; basing the
vision of the organisation and its strategic goals
entirely upon social obligations; fulfilling the
social responsibility, by definition.
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6.4. DISCUSSION OF KEY THEMES AND SUBTHEMES

In this section, the researcher discusses the key themes identified through qualitative
data analysis (Table 6.3), providing quotes from the respondents as much as possible, to

add to the richness of qualitative data.

6.4.1. Mission and Core Values

The qualitative data (Table 6.3) confirms that Mission is at the heart of NPOs and that

NPOs are mission driven organisations. For example N6 mentioned the following:

We are mission driven organisations and value driven too. Our
mission, vision and values are driven from the top.  Our recruitment
process, reward and recognition systems and our operational processes
revolve around our core values. Everything is aligned to achieve the

mission.

All participants explicitly stated that the mission statement of their organisation connote
that they are a social profit organisation, rather than a passive entity. For example, N1
stated “everybody talks about not-for-profit but for me it’s about social profit. We exist
to generate money to put back into society, to make benefits to the society”; in a similar
vein, N5 stated that “our bottom line isn’t profit; our bottom line is the intangible
outcome for the people that we support”. The researcher observes that this social profit
notion is in line with the contemporary literature (e.g. see Maas & Liket, 2011). The
participants also conveyed that the basis of their mission is the community/target group
requirements.  All the participants mentioned that their skilled staff are an
organisational strength and that staff (and volunteer) development is embedded in their
mission. In addition, employees’ passion for mission, quality of services, the variety of
services, the efficiency and effectiveness of organisational performance emerged as core
values. The researcher also observes that, because core values are invariably part of the
mission, the measurement domain Mission and Core Values can be relabelled as

Mission.
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All participants explicitly stated that they exist to provide benefits to the society or their
targeted group. Respondents used vivid phrases—the “provider of the choice” (N4, N6
and A1), the “leader” in their particular service area (A2, A3 and N3), an organisation
that pursues “sustained excellence” in healthcare (N6)—to highlight the social
dimension embedded in the mission of their organisation. The researcher observes that
the “sustained excellence” notion (maximising stakeholder value) in a nonprofit context
stands analogous to sustaining a steady stream of net cash inflows to maximise
shareholder value in a for-profit context, as posited in the “theory of the firm” (Brigham
& Pappas, 1976; McWilliams & Siegel, 2001). All the participants mentioned that the
“high-quality of service” notion is embedded in their mission statement and that they
need skilled teams, consisting of people belonging to all levels of their organisation.
This means, high performing organisations advance their staff to create and deliver
efficient and effective services which result in satisfied customers. Thus, the qualitative
study reveals that Social Profit and Organisational and People Excellence capture the
conceptual domain of the construct Mission. Therefore, the researcher advocates that

NPOs need to work in these two subdomains to fulfil their mission.

6.4.2. Strategy

Strategy is a critical factor that influences organisational performance. All participants
explicitly stated that, since goals and key projects originate from the strategy and since
the mission and vision are embedded in the strategy, it is important to communicate the
strategy effectively across the organisation, and link departmental and individual goals
to strategy. The respondents also emphasised the importance of not only the ‘top-down’
but also ‘bottom-up’ sharing of information regarding strategy. Further, they mentioned
that it is also important to make their people (employees and volunteers) aware that their
efforts contribute to achieving the objectives of the organisation. Some extracts from
participants’ responses are as follows: “all staffs are involved in SWOT analysis
workshops and they see their concerns reflected in our strategy” (N6); “during
orientation, staff participate in workshops on the strategic and business plan; so they
become more aware of these and how and where they fit” (N5); “the individual
departmental operating plans are cascaded to each employee, so that they can see the

link of their work to the organisation's strategic goals” (A1); “we are transparent with
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all employees and volunteers as to the operation of the business, and we involve them in

all parts of the business; they are part of the goal setting process” (A2).

The participants accepted that monitoring the currency of the elements of the Strategy
itself is part of developing a PM system. Some extracts from participants’ quotes in this
regard are: “it is fundamental to our performance” (N1); “strategy is everything, and as
the saying goes, if you don’t know where you re going, you’ll end up somewhere” (Al);
“we place great emphasis on getting our strategy right, and making sure that all
employees’ actions are focused on delivering the strategy” (A3); “the strategy is
focused on increased performance and has specific measures that relate to those, for

instance” (N2).

In general, these statements imply that Strategy Planning aspects as well as Strategy
Implementation aspects should be coved under the PM dimension ‘Strategy’. Coding of
follow-up interviews and written responses identified the following as important PM
elements on strategy implementation: communication or the communication plan;
action plans for the objectives and how they align throughout the organisation;
references or the guidelines used and planning decisions, business drivers and how they

were derived; and features designed to facilitate the implementation of the strategy.

6.4.3. Organisational Capabilities, and People Development

To obtain a richer perspective of the Organisational Capabilities and People
Development dimension, the researcher included a series of questions in the semi-
structured questionnaire (Q14 through to Q19) instead of asking the single question:
“what capabilities do you develop to drive key processes to deliver stakeholder value?”,
a key question related to the Prism (Neely, Adams, & Kennerley, 2002). However, in
the follow-up interviews, the researcher did ask this question in order to cross-validate
the responses. The most frequently cited resources were the Board of Directors (n = 8);
Professionals and/or the Senior Leadership (n = 9); Training (n = 6); Infrastructure
and Technology (n = 5); and, Marketing and/or Promotion (n = 4). The respondents
N2 and N5 used the phrase “creating brand awareness” to describe Marketing and
Promotion more precisely. The respondents also mentioned that their organisation’s

information infrastructure acts as the medium through which tangible and intangible
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resources drive the processes. The key quotes from participants’ responses on resources

are mentioned below.

Our staff do a good job; we highly value their contribution; coz we
have an internal training system and we identify most of the
training needs from our internal audits; the audits identify things
that we ought to put into training to tap human resource
development parameters. ['d say that we have a comprehensive
management information system that identifies human resource

development needs (N2).

There are number of factors that affect performance. One is the
shortage of skilled staff. | mean people who are qualified and have
the required knowledge around managing disability services. This
is a big challenge to us. The second factor is a good IT system.
We have got quite a sophisticated IT platform for reporting our
achievements towards the mission, performance, incidents, and
tracking people. We provide training for legacy staff to upskill

using our IT platforms. (N6).

We do client surveys to gauge our brand awareness, because we
want to make sure that the donating clients are happy with what
we have been doing. We ask donating clients what they know
about us and what service we provide. Because we are in (the)
healthcare, there is a perception among donors that we get heaps
of funding from the government. The truth is that that we get none.
Therefore, we have to increase our brand value through marketing

and promotion. (N1)
We need to make sure that our teams keep going and our IT system

keeps going, helping information sharing to improve our

performance. (A2)
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Five participants (N2, N3, N6, A2 and A3) mentioned that IT is a key elementary
physical infrastructure that enhances organisational capabilities. As such, the researcher
re-labelled the PM dimension under review as Organisational Capabilities,
Infrastructure, and People Development to reflect the role that IT plays as a key
physical infrastructure. From the pattern of responses on Organisational Capability,
Infrastructure, and People Development, the researcher observes that the said PM
dimension can be represented as two related dimensions: People and Organisational
Infrastructure. This also requires an adjustment in the corresponding tentative causal
links shown in the conceptual model. The researcher also observes that People and
Organisational Infrastructure dimensions represent the Human Capital and Information
Capital subdomains belonging to the Learning and Growth dimension of the BSC (e.g.
see Kaplan & Norton, 2004). The extant literature (e.g. Akingbola, 2013; EFQM, 2013;
Gurd & Gao, 2007) can also be used to justify distinguishing People from the physical
resources and IT. Mission achievement heavily relies on the capabilities and the effort
of the people (paid employees, professionals, and volunteers), because of the labour
intensive nature (as opposed to capital/technology intensive nature) of the activities that

are being performed in NPOs.

For Q17, all respondents cited their people as the major strength and/or the major
capability of their organisation; in the follow-up interviews, they also mentioned the
importance of staff training, which also includes training volunteers (the verbal
responses that emerged from Q17 were consistent with the written responses that they
provided for Q14). Some of the important statements found in the written responses
include: “People! People! People!: the staff we have, the people we contract with, the
board, friends and partners of our organisation” (N4); “the staff we employ—nurses,
health workers, others and our volunteers—they all have a passion over the
organisation” (NS); “a strong management team, a committed team of highly engaged
employees” (Al); “the major strength of the organisation is amazing clinical work
staff” (N1); “our human resource planning department brings the right people in and

our learning and development department lifts the skills of them” (N6).

The follow-up interviews revealed that a NPO has to be led by its directors and the
senior leadership for better performance (keeping mission/vision achievement as the end

goal that they pursue) and that understanding its people is a major requirement in a
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healthcare NPO. This highlights the need of development of the human resources of the
NPO to enhance Organisational Learning and Growth. The participants also mentioned
that human resource development creates a high performing work culture. These ideas
encompass the construct ‘People’. There is abundance of literature to argue that
individual capabilities as well as team capabilities can be enhanced through formal
training, tacit learning/knowledge and managerial innovation for service sector
effectiveness (Erden, Von Krogh, & Nonaka, 2008; Holste & Fields, 2010; Hume,
Clarke, & Hume, 2012; Shekar, 2007). The reader will note from Table 6.3 that the
qualitative data collected via the case study under the subtheme ‘Training’, represents
these facets of capability referred to in the literature. The researcher also found through
follow-up interviews that people in NPOs have relatively low tolerance for work
ambiguities and that they are motivated when they know that they can fall back on their
leaders. Similarly, the qualitative data revealed that people are motivated when they

perceive that high-level (strategic) decision making is ‘outcome oriented’.

Through follow-up interviews, the researcher found that the construct Organisational
Infrastructure acts as the medium that facilitates Organisational Learning and Growth
and that Organisational Infrastructure encompasses physical infrastructure, information
and communications technology (ICT), as well as marketing and promotion. By
investing in marketing and promotion of their brand name, organisations are expected to
increase the recognition of the services that they provide to society, which attracts more
donations/investments. The researcher’s findings also agree with the definition of the
‘organisational capability’ given by the Neely et al. (2002). Neely et al. define
organisational capability as a “combination of an organisation’s people, practices,
technology and infrastructure that collectively represent that organisation’s ability to

create value for its stakeholders through a distinct part of its operations” (p. 177).

6.4.4. Economic Sustainability

Although NPOs are not profit oriented organisations, they require financial capital to
continue to serve their customers, pay employees (non-volunteers) and meet numerous
overheads—in short, maintaining their organisations. This was the basis for including
the dimension ‘economic sustainability’ in the conceptual model. The researcher

observes from her qualitative data that the concept economic sustainability is embodied
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in the social profit notion in the mission; this also implies that there is a direct link
between Mission and Economic Sustainability, thus requiring further adjustments to the
researcher’s conceptual model. As Kaplan (2001) asserts, the financial sustainability of
a NPO acts as an enabler for achieving the mission (through designing appropriate
processes); for example, to create the requisite impact on the community,
satisfy/motivate people in the organisation, and satisfy the donors (more generally, to

satisfy the key stakeholders).

The written responses to Q13 and Q14 and the subsequent follow-up interviews
provided evidence to justify the importance of a healthy financial infrastructure for a
well performing organisation. Two important aspects emerged from qualitative coding.
The first aspect was about processes directed at Monitoring and Controlling Cash
Outflows (cost control). The second aspect was about the initiatives taken by the
organisation to Increase the Revenue (cash inflow). The latter includes fund raising
projects, donations, bequests and related activities. Further, increasing revenue can be
split into two processes: processes directed at increasing cash inflows and investing in
the right tangible and intangible resources. To align with the two resources People and
Organisational Infrastructure embodied in the Organisational Capability, Infrastructure,
and People Development dimension, the researcher relabelled the Economic

Sustainability dimension as ‘Financial Health’.

The researcher also found that it is important to maintain strong relationships with key
stakeholders who provide cash inflows: funders, donors, and sponsors. These
relationships include providing them with information and feedback on how funding
was sourced to achieve the mission and objectives of the organisation. Some quotes
from participants’ responses were: “we need to maintain high donor retention levels to
sustain funding to serve our patients; we have specific donor retention targets specified
in our financial objectives” (N1); “we build and maintain relationships with our
contractors, sponsors and donors — having open transparent dialogue and providing
them with feedback on how their funds have been used” (N5). Three respondents (N2,
N6, and A1) whose organisations heavily depend on external funds (government and
private donations) mentioned that due to external pressure, they have to work to meet
the agendas of external funders. This is also highlighted in scholarly literature

(Froelich, 1999).
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The qualitative data also revealed that a NPO typically increases its cash inflow through
fundraising projects and continuous innovation to create new revenue streams, while it
typically controls cash outflows by reducing waste and termination of activities that do
not result in serving the customer/client. In addition, the researcher found that the
‘attractiveness of the mission’ is a factor that contributes to Financial Health, through
increased cash flows. For this reason, the researcher introduced a direct effect from

Mission to Financial Health in finalising her model (Figure 6.4).

6.4.5. Processes

The qualitative data generated from survey questions Q14 (the primary question), Q13
and Q15 surfaced three important process facets: Continuous Improvement; Design of
Safe, Efficient & Effective Processes; and Designing the Infrastructure, Technology and
Materials—the first two facets reflecting the incremental approach while the latter
reflecting the big-step quality improvement/innovation approach referred to in the

quality literature (Ciasullo & Troisi, 2013; Grigg & Mann, 2008).

Continuous improvement was found to capture the ongoing activity that develops over
time, in manifesting a better performing organisational culture; design of safe, efficient
and effective processes was found to capture the collaboration processes that encourage
the use and sharing of best practices for better performance; and, designing the
infrastructure, technology and material was found to capture the extent to which the
human resource, finance, and ICT systems have been designed to support continuous
improvement (and where relevant big-step) processes. Specifically, safety is crucial in
the healthcare context because faults may lead to severe consequences. It is also
highlighted the organisational improvements through collaboration processes that
encourage the use and sharing of best practices which ultimately improve the entire
sector growth. It is also important to design and invest in infrastructure, technology and
material, which is important to provide a high quality service to the customers/clients
and fulfil social responsibility. Achieving excellence in healthcare was found to be part
of the mission in case study organisations. Furthermore, it is clear that effective and
efficient processes cannot perform without the support of a suitable infrastructure and

supporting technology and material. Thus the construct Processes was modelled to
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capture the facets of Internal Business Processes, the label given in the BSC. Some

important quotes which support these facts are shown below.

We establish partnerships with other nonprofits within our sector to
strengthen ourselves as well as our sector. So we are big in sharing
resources. We provide free training to people belonging to our
partners to upskill them. So in the short term, we compromise our
competitive advantage in trying to lift our partners. In the long

term, we all benefit as the sector grows. (N4)

Without efficient and effective processes and resource capabilities, a
strategy cannot be delivered, and the performance suffers. We use
our processes to develop the capability to deliver on the strategy,
and without efficient processes, an organisation cannot perform at
the desired level. (A1)

We collaborate with other organisations in our sector, in certain
projects or, help them in kind towards their projects. That’s how we
work. We would like to work together, but when it comes to fund-

raising, we remain competitive! (N1)

We put systems and processes in place to ensure that we have the
right people doing rights things at the right time in right numbers.
We provide the right climate for our people to perform optimally; we
ensure that we have enough people to work in our projects. We
conduct performance reviews to identify people development needs
and we have reward systems to motivate people. So we get the best
people, the best skills and the best attitudes, combining into best
processes. We also have several other operational strategies to

improve our processes, but these are the key ones. (N6)
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6.4.6. Stakeholder Satisfaction

Stakeholder satisfaction pertains to how well the services fit into stakeholder
expectations. The coding of responses of the relevant questions that capture
Stakeholder Satisfaction (Q9, Q21 and Q22 were the main questions but several other
questions also provided information on Stakeholder Satisfaction indirectly) confirmed
that Clients, People (employees and volunteers), and the Donors are the three major
stakeholder groups the NPOs need to satisfy. This is consistent with the conceptual
model. All respondents mentioned that a high quality of support/service delivery is of
paramount importance for the success of their organisations and that quality of service
i1s more important in healthcare than in other nonprofit endeavours. The researcher
found that clients expect a safe, responsive and an exemplary service. One PM practical
problem in service delivery that was uncovered in the follow-up interviews was that
because the actual clients of the organisations are—in many instances—patients who
suffer from various disabilities (e.g. frailty, mental health problems), the clients
themselves are not in a position to express their satisfaction or otherwise with the
services provided by the organisation. This means that organisations have to rely on
feedback provided by the client’s family or their support person to gauge the
effectiveness of their services. Some quotes that justify the researcher’s findings on

client satisfaction are given below.

The families of patients that we look after want to know whether their
members are being well looked after. Our patients are old and frail.
They are unable to communicate with us, and therefore, by default,
their families become our clients. These families are important
stakeholders. Our goal is to improve our clinical performance to
minimise patient illnesses or rational harshness. We conduct several
internal and external audits to examine the effectiveness of our clinical
processes. | think, we have a very robust quality system. We maintain
a central register that monitors the progress of key activities on a
monthly basis. The register also records people responsible for each
activity. (N2)
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We conduct surveys involving the families of the people that we
support. We interview them to find out whether or not they are happy
with the support we provide to our clients. Often, we need to deal with
people who can communicate but not very effectively, because they 've
got either physical disabilities or intellectual disabilities. We use
trained staff to communicate with our clients to find out what they feel
about the support services that we provide. The feedback collected by
my staff comes direct to me or to the board. Sometimes we interview
our staff to check whether they have tweaked the feedback to please
us! We want honest feedback. (N6)

We directly measure subjective quality of life through quarterly client
outcomes assessments, and track this over time. This is a quality of
life tool developed in-house. The tool measures the overall quality of
life, as well as quality of life by each of eight life-domains, involving
41 measurement items in total. The findings of these assessments are
reported to each level of the organisation, but the content that is
reported to each level varies because information needs vary. For
example, what a support worker needs to know will be different to

what the board of directors want to know. (N3)

The researcher also found that the paid employees expect fair remuneration and growth
opportunities; paid employees and volunteers both expect a flexible, supportive and
caring organisation. They like to work for organisations that are willing to satisfy their
people. They want to work in organisations that value the contribution of their work.
The researcher admits that the case study did not cover interviews with staff. People
Recognition is an important aspect that emerged from the study (qualitative data).
Identifying high performing employees and rewarding them (both intrinsically and
extrinsically) for their performance creates a strong bond between the organisation and
the employee, which leads to increased levels of employee retention. The two quotes

from the respondents that support this proposition are given below:

We often aim for 85% staff satisfaction and 90% IT user satisfaction;

that reflects internal customer satisfaction. These are two of our KPIs.
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We believe that a satisfied worker is a motivated worker who
performers better, but also stays with the organisation longer. By
losing a key person, we lose the unique skill set that person brought to
the table. (N2)

We survey our staff to find out what they think about their own
performance through reflection, and the effectiveness of the training
given to them, and the benefits that they have been getting. We also
survey the effectiveness of the senior leadership in fulfilling the needs
and wants of the staff. (N6)

In regard to donors, the researcher found that donors expect a well performing,
empathic social service. In addition, the researcher found that NPOs achieve donor
satisfaction by designing their services around the needs of the community (or targeted
group), developing and implementing new service models, and collaborating with other
organisations to fulfil social responsibility. Key quotes on the donor perspective were:
“donors give us money for a specific purpose” (N2); “people come and would say
here’s my donation and I want it to go specifically to the oncology ward because my son
or the daughter or the nephew or the niece or the grandchild was treated at your
hospital for leukaemia or cancer and I support that cause” (N1); “financial donors
want to know whether donations are being used to purchase critical equipment or
establish services that will improve the healthcare that we provide” (A2). The
participants also conveyed the importance of providing performance information to their
donors to convince them how their contributions were used to achieve their mission. As
in the case of people, the researcher acknowledges that donors were not interviewed by

the researcher.

Due to different expectations of the three stakeholder groups, Client Satisfaction, People
Satisfaction, and Donor Satisfaction were represented as three separate constructs. It is
important to note that managing different and often conflicting stakes of multiple
stakeholders is inherently challenging (Elias, 2015; Knox & Gruar, 2007; Krashinsky,
1997). For examples of managing a complex Australasian stakeholder in a nonprofit

context (R&D) see Elias (2015).
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6.5. PRESENTING THE OPERATIONAL DESCRIPTIONS OF THE
UNDERLYING PM DIMENSIONS

Based on the analysis of qualitative data (Table 6.3) as well as the results that were

discussed in the previous section), the researcher provides the operational descriptions

of each concept (PM dimension in her model) as follows (Table 6.4).

Table 6.4: The Operational Descriptions of Each PM Dimension

Performance
Measurement Dimension

Operational Description

Mission

. A NPO exists to achieve social outcomes; social

profit should forefront

. Improving the experience of the community should be

highlighted in the mission

. Staff development should be highlighted in the

mission

. Need to pursue leadership in what a NPO does to

energise staff

Strategy

. Triple bottom line elements—donors, community,

and the environment—should be considered in
strategy planning

. Senior leadership involvement is important not only

for strategy planning but also for strategy
implementation

. Achieving social responsibility requires collaboration

with key stakeholders, pursuing continuous
improvement

. Organisational structure and resources are considered

in strategy implementation

. In operational planning, work has to be mapped to

people to motivate them to perform

People

. Senior leadership’s capability gives strength to the

organisation to drive its processes

. Decision making should be “business like”;

“nonprofit” means non-profit initiatively

. Creating a high performance work culture is as

important to a NPO as for a for-profit organisation
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Performance
Measurement Dimension

Operational Description

Organisational
Infrastructure

1. Information technology (IT) is vital for developing

new services and communicating with the
stakeholders

. Creating “brand awareness” and public awareness via

the information system is a critical organisational
capability

Financial Health

Investing in IT/infrastructure strengths the financial
position as this improves productivity, which in turn
attracts funding

Cost reduction (direct costs and overheads) improves
the financial position

Providing regular feedback to sources who provide
funding increases the chance of sustaining the
funding

Relationships with stakeholders who provide funding
is important for financial sustainability

Innovation initiative development of new services
attracts of new funding

Investing in IT/infrastructure strengths the financial
position as this improves productivity, which in turn
attracts funding

Processes

. Process improvement should be aimed at achieving

better outcomes for donors; utilising infrastructure,
technology and materials

. Process improvement should be aimed at achieving

better outcomes for clients; safe work processes are
part of this

. Operational strategies are as important as corporate

level strategies

. Support  processes are part of continuous

improvement

. New product development should take into account

the community and the funder requirements

. Processes should also include IT/technology

development

. Providing the resources and creating the right

organisational structure is vital in strategy
implementation

. The effectiveness of strategies need to be monitored

and ineffective strategies need to be replaced

181




Performance
Measurement Dimension

Operational Description

Client Satisfaction

Intense service audits usually result in client
satisfaction; sometimes donor satisfaction also
follows

Quality of life of clients needs to be
measured/audited to assess and improve their
satisfaction

Association to Client feedback on the services results
in their satisfaction

Client satisfaction needs to be measured regularly

People Satisfaction

Paid employees should be remunerated appropriately

Training improves employees’ satisfaction

Volunteer development programmes must not be
overlooked

Communicating strategic business plans to staff
motivate them intrinsically

Staff satisfaction need to be measured regularly

Recognition of employees and volunteers improves
their motivation and satisfaction

Donor Satisfaction

Processes designed around client needs usually result
in client satisfaction, which ultimately results in
donor satisfaction

Developing new service models results in donor
satisfaction (because this usually results in client
satisfaction)

Fulfilment of social responsibility requires
collaboration with other organisations

Note: The fifth operational description of the Financial Health (“fund raising

projects”) was isolated as a global measure of Financial Health. In the quantitative

questionnaire this operational description corresponds to question #4 (Q4). The

technical reason for having to have a global measure for Financial Health is given in

Chapter Eight (see section 8.2.4.1).

The 40 items listed in Table 6.4 (Q4 was excluded because it was identified as a global

measure of Financial Health) along with the descriptive information provided by the

researcher on each PM dimension (section 6.4) can be treated as the operational

182




definitions of each PM dimension (construct) in the researcher’s theoretical model.

This answers the second research question (RQ?2).

The themes (concepts) that the researcher identified were reconciled with the conceptual
model to refine and finalise it. This included modifying the labels of the constructs (PM
dimensions) of the conceptual model where appropriate, and adding new relationships
between the constructs. The researcher’s final theoretical model is shown in Figure 6.4.
Due to the availability of the operational definitions of the constructs and specified
theoretical relationships, the model becomes testable for the validity, through a
scientifically developed measurement instrument (section 6.6). In developing the

measurement instrument, the researcher achieves her second research objective.

Financial Client
Health Satisfaction
(5 potential (4 potential
Measures) Measures)
Um—
Mission Strategy People | Processes People
| Satisfaction
(4 potential (5potential 3 potentiall —> (8 potential _
Measures) Measures) Measures) | Measures) (6 potential
| Measures)
Organisational Donor
Infrastructure Satisfaction
(2 potential (3 potential
Measures) Measures)
Driver Enabler Resources Processes  Stakeholder Satisfaction

Figure 6.4: The final theoretical model

In a subsequent section (Table 6.6 in section 6.7), the researcher suggests suitable key
performance indicators (KPIs) for each operational description shown in Table 6.4.
These KPIs collected through the case study (the qualitative questionnaire) can be

treated as one of many practitioner-related outcomes of the study.
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6.6. DEVELOPMENT OF THE SURVEY ITEMS OF THE QUANTITATIVE
QUESTIONNAIRE/MEASUREMENT INSTRUMENT

Having developed the 40 operational descriptions of each PM dimension/construct
(Table 6.4), in this section, the researcher explains how these were translated to a form
that suits a quantitative questionnaire to collect numerical data. Basically, each
operational description summarised in Table 6.4 was translated into a format that can be
clearly understood by a senior-level manager. As a specimen translation, the nexus
between the first operational description of the first PM dimension (Mission) and the

corresponding statement in the survey questionnaire is shown in Table 6.5.

Table 6.5: A Specimen Translation to the Questionnaire Format

Operational Description The Corresponding Statement in the
(in summary format as per Table 6.3) Questionnaire

We support and provide community and
A NPO exists to achieve social outcomes; . _ _
) social services that effectively meet the
social profit should be at the helm.
needs of those we serve.

The 40 statements corresponding to the 40 operational descriptions of the nine PM
dimensions (constructs) formed the key items of the quantitative survey questionnaire.
Each statement invites a quantitative score from the respondent, based on the Likert
type scale being used to rate (indicate the level of agreement to the statement) each
statement. The composition of the questionnaire, the Likert type scale being used,
validation, testing and the survey administration have been described in section 4.6.2 in
Chapter Four. The following subsections describe the content of the questionnaire

items that were used to operationalise each PM dimension (construct).

6.6.1. Questionnaire Items that Capture Mission

The Mission is the heart of NPOs since these organisations are mission driven
organisations. The Mission of a NPO emphasises the reasons for the existence of the
organisation categorically. Four questionnaire items capture the Mission as four
operational descriptions are associated with Mission (Table 6.4). These four
questionnaire items reflect two subdomains: Social Profit and Organisational and

People Excellence. The main aim of the Mission of a NPO is social profit, which
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pertains to providing benefits to society. Social profit is created when the lives of
targeted group/society is improved (Emerson, Wachowicz, & Chun, 2000). Questions 1
and 5 (i.e. Q1 and Q5) of the questionnaire (Part two) capture social profit, while Q9

and Q13 capture Organisational and People Excellence.

6.6.2. Questionnaire Items that Capture Strategy

Five questionnaire items capture strategy (Table 6.4). These questionnaire items
represent two subdomains: Strategy Planning (Q16 and Q17) and Strategy
Implementation (Q18, Q24 and Q39). The questionnaire items under Strategy Planning
capture the things the senior leaders do to plan the strategies. The questionnaire items
under Strategy Implementation cover the things an organisation does to implement its

strategies.

6.6.3. Questionnaire Items that Capture People

Three questionnaire items capture the People dimension. The questionnaire items Q19
and Q29 capture leadership direction while Q30 captures staff training for a high

performing work culture.

6.6.4. Questionnaire Items that Capture Organisational Infrastructure

Two questionnaire items capture the Organisational Infrastructure. The questionnaire
item Q34 captures the IT and communications infrastructure while Q20 captures

marketing and promotion to create brand awareness.

6.6.5. Questionnaire Items that Capture Financial Health

As mentioned earlier, the qualitative data indicated that the financial health (wellbeing)
of healthcare NPOs depends on two key processes: processes directed at increasing
cash inflows and processes directed at monitoring and controlling cash outflows. In
addition, making the right investments in IT/infrastructure was found to be necessary to
improve financial health (see Table 6.4). The questionnaire items Q3 and Q12 capture
relationships with key stakeholders who provide cash inflows: funders, donors, and
sponsors. These relationships include providing them information and feedback on how

funding was sourced to achieve the mission and objectives of the organisation. The
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questionnaire items Q4 and Q14 also capture the cash inflow aspect through fundraising
projects and continuous innovation to create new revenue streams. The questionnaire
item Q15 captures monitoring and controlling cash outflows through reducing waste
and termination of activities that do not result in serving the customer; in a for-profit
organisation, such activities could be referred to as non-value adding activities. Finally,

Q2 captures investments in the IT/infrastructure.

6.6.6. Questionnaire Items that Capture Processes

As mentioned earlier, the qualitative data indicated that the processes put in place by
healthcare NPOs to achieve stakeholder satisfaction can be divided into three
subdomains: Continuous Improvement; Design of Safe, Efficient and Effective
Processes (which can be continuous or big-step process improvements); and Designing
the Infrastructure, Technology and Material to create the necessary support processes to
achieve stakeholder satisfaction (see the eight operational descriptions of Processes
shown in Table 6.4). The eight questionnaire items that capture Processes represent the
three Process sub-dimensions mentioned above as follows. The questionnaire items
Q10 and Q40 capture continuous improvement. The questionnaire items Q36, Q23, and
Q25 capture safe, efficient and effective processes needed to satisfy the stakeholder
requirements. The questionnaire items Q37, Q35 and Q31 capture the extent to which
the HR, finance and IT systems have been designed to support the continuous

improvement—and, where relevant, big-step improvement—yprocesses.

6.6.7. Questionnaire Items that Capture Client Satisfaction

As mentioned earlier, the qualitative data confirmed that the three stakeholders of NPOs
are the Clients, the People, and the Donors. The data also confirmed that each of these
stakeholders have their own set of expectations. Further, most of the healthcare NPOs
were found to be dealing with clients/patients with various disabilities (e.g. disabilities
associated with the very elderly and mental disabilities). The patients (external
customers) as well as their family/caregivers invariably expect high quality support and
services to the patients (external customers). The questionnaire items Q6, Q8 and Q26
capture the prevalence of the external customer audits and service quality reviews. The
questionnaire item Q32 captures the requirement of having to have efficient and

effective services that the organisation provides to their external customers.
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6.6.8. Questionnaire Items that Capture People Satisfaction

The qualitative data confirmed that even in a nonprofit context satisfaction of the
organisation’s people (paid employees and volunteers) is an essential requirement for
the sustenance of the organisation. Some NPOs were found to be facing difficulty in
attracting skilled people. The NPOs were found to be striving for the right balance
between monetary and non-monetary rewards for their people by providing
opportunities for their development and growth and fair remuneration. In addition the
NPOs seem to recognise the performance of their people, allowing them to be involved
in planning the high level activities of NPOs. The questionnaire items Q28, Q41, Q21,
Q33, Q7 and Q38 capture these people related aspects.

6.6.9. Questionnaire Items that Capture Donor Satisfaction

The qualitative data also found that NPOs endeavour to achieve donor satisfaction
(which is necessary for the financial sustainability of the organisation) by giving them
the confidence that their moneys are directed towards creating a well performing and an
empathic social service to the society. Typically, NPOs seem to be achieving this
objective (i.e. donor satisfaction) by: (a) designing their services around the needs of the
community (or targeted group); (b) developing and implementing new service models;
and (c) collaborating with other organisations to fulfil the responsibility to the
community (intended target group). The questionnaire items Q27, Q22 and QIl1

capture these donor related aspects.

6.7. THEORETICAL AND PRACTICAL IMPLICATIONS
6.7.1. Theoretical Implications of the Case Study Findings

The purpose of the case study was to gain theoretical and practical knowledge of what
set of dimensions constitute an integrated PM system for NPOs and how each
dimension could be operationalised. The conceptual model consisting of six PM
domains (Figure 4.4) forming tentative theoretical propositions was the basis of the case
study. The case study enabled the researcher to collect qualitative data to understand

what each PM dimension captures.
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The case study corroborated the six PM domains of the conceptual model but the
researcher was able to subdivide some PM domains resulting in a PM system consisting
nine domains: Mission, Strategy, Financial Health, People, Organisational
Infrastructure, Processes, Client Satisfaction, People Satisfaction, and Donor
Satisfaction (Figure 6.4). These PM domains were identified as separate themes (or in
some cases subthemes) that emerged from the qualitative data—that is responses given
by the respondents belonging to the nine case study organisations (Table 6.3). Some
PM domains consisted of subdomains and the nine PM domains in effect represented
sixteen subdomains. The PM domains and their subdomains were interpreted from a

measurement perspective in section 6.6.

One PM dimension that indicated a clear division of divergent subthemes is Stakeholder
Satisfaction. As mentioned earlier, Stakeholder Satisfaction represents the needs of
three distinct groups having divergent needs, which mean that from a measurement
perspective, Stakeholder Satisfaction represents three subdomains: Client Satisfaction,
People Satisfaction and Donor Satisfaction. Even though LeRoux (2009, p.163) asserts
that “resource dependence theory forms the basis for a competing model of stakeholder
management in which organisations can and do strategically place some stakeholders
interests over others because financial performance (revenue growth) is contingent upon
such a strategy” the study revealed that NPOs should pay attention to the requirements
of all three stakeholders.

Another PM dimension that indicated a clear division of distinguishable subthemes is
Organisational Capability, Infrastructure, and People Development. The qualitative
data implied that People as a resource can be distinguished from the Organisational
Infrastructure (the latter, for the most part, represents IT). The researcher also observed
that People and Organisational Infrastructure sub-dimensions tally with the Human
Capital and Information Capital subdomains belonging to the Learning and Growth

dimension of the BSC (e.g. see Kaplan & Norton, 2004).

On examination of the theoretical relationships between the nine PM dimensions
(Figure 6.4), the reader will observe that different aspects of the stakeholders (more
noticeably People and the Donors) appear on either side of Processes. For example the

researcher’s model includes a Financial Health dimension as well as a Donor
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Satisfaction dimension. The Financial Health dimension represents the processes
managers put in place to win donors. These processes are aimed at attracting more
funding (from the donors) as well as curb spending. In the nonprofit BSC these
processes would be subsumed under Internal Business Processes. The financial
perspective of the BSC traditionally represents metrics that satisfy the donor and
therefore, this perspective can be treated as being analogous to the Donor Satisfaction
PM dimension in the researcher’s model. Unlike the researcher’s model, the nonprofit
BSC does not explicitly model how managerial process lead to Donor Satisfaction.
Also, the BSC (the nonprofit version or the regular version) assumes that the
organisational learning notion embodied in the Learning and Growth perspective
results in requisite outcomes for the donors (the Financial perspective) and the
clients/customers (the Customer perspective). The BSC does not explicitly capture how
a NPO performs in the People dimension. An organisation may take several initiatives
to become a learning organisation, which in theory, should reward the People of the
organisation intrinsically as argued by Herzberg (1965) in his two factor theory.
However, in practice, the initiatives to create a learning organisation could result in
dissatisfaction of the People, which could have catastrophic effects on the organisation.
A direct check on people satisfaction enables managers to take corrective action more
readily. The researcher argues that by augmenting the nonprofit BSC, the researcher
makes the nonprofit BSC more interpretable both from a theoretical and a practical

standpoint.

6.7.2. Practical Implications of the Case Study Findings

The researcher observed that in generating the operational descriptions of PM
dimensions and their sub-dimensions (Table 6.4), the researcher was able to identify the
critical ingredients or factors that are required to ensure strategic success of NPOs. In
performance management, such factors are known as critical success factors (CSFs)
(Barrett, Balloun, & Weinstein, 2012; Oakland, 2004; Parmenter, 2015). The researcher
found that there is one-to-one correspondence between the 40 operational descriptions
provided by the researcher (Table 6.4) and the CSFs, because each operational
description evolved from a certain critical aspect (a critical factor) of strategic
performance, although the CSFs themselves have not been explicitly stated and labelled

in the previous sections.
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For the convenience of the practitioner, the researcher has labelled these CSFs now, in

Table 6.6. Healthcare managers in NPOs can use these critical success factors to

identify the suitable key performance indicators (KPIs) for their organisations, given

their strategic objectives.

The researcher has included a list of KPIs for each CSF,

based on the responses given by the respondents of the case study organisations. The

list of KPIs is not exhaustive and the KPIs listed by the researcher must be interpreted

with caution by the practitioner (the CSF is more robust than the KPI/s). The researcher

observes that quite a number of KPIs suggested by the researcher have been mentioned

in the literature (e.g. Grigoroudis et al., 2012; Gurd & Gao, 2007; Parmenter, 2015).

Table 6.6 : The Critical Success Factors and Suggested KPIs

PM Sub-dimension Critical Success Suggested KPIs
Dimension Factors based on Fieldwork*
Providing effect%ve Project index
community services
Social Profit ' N Number of ongoing
Improving the living of | programmes
the community Number of improvements
made to existing services
Mission Developing people and
teams to follow the Number of qualified
Organisational | organisation’s employees available (FTE)
and People philosophy
Excell Bei in th: . . .
xeetienee c::l?ri srelin I;S thee Client satisfaction index
unity . .
. Provider of ch
leader of the choice (Provider of choice)
Considering triple Number of initiatives
bottom line elements in | suggested based on the last
strategy planning survey
Senior leadership .
. . Management/Professionals
Strategy involvement in strategy experience (person years)
Planning planning P P Y
Collaborati ith
Strategy oabora m.g w.1 Number of joint projects
sector organisations to .
. . with other sector
achieve social .
i eqe organisations
responsibility
Cascading individual Nutmber of staff
Strategy and departmental «sh h )
Implementation operating plans to each workshops on the strategic

employee

plans
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PM Sub-dimension Critical Success Suggested KPIs
Dimension Factors based on Fieldwork>
Considerin
oL g Number of assessments on
organisational structure .
. organisational structure
and resources in
. . and resources
strategy implementation
Board of Strengthening the Number of qualified
Directors, senior leadership team | managers
Professionals ] — i
and the Senior | Delegating decision Number of new strategies
i makin for fund raisin
People Leadership g g
) ) Number of trainin
Creating a high g
Traini i programmes
raimning performing work .
Percentage of trained
culture .
(qualified) employees
) Percentage of budget
Infrastructure | Developing and 8 . 8
) ) Investment in IT and the
and implementing paper .
Oreanisational | LECMClOZY | jess initiatives communications
rganisationa infrastructure
Infrastructure . .
Markethg & | Creating brand Number of awareness
Promotion awareness and public campaigns (brand
awareness promotions)
Percentage reduction in
Monitoring and | Cost reduction operating expenses over
Controlling the previous period
Cash Outflows | Tnvesting in ROI on infrastructure and
infrastructure and IT IT
Providing regular
information and
. . o Number of publications
Financial Monitoring and | feedback to the key P
Health Increasing Cash | stakeholders
Inflows Maintaining good Number of engagements
relationships with the with the donors
key stakeholders Donor satisfaction index
. Identifying and
Right ] d y . g Number of new revenue
Investments Introducing new streams
services
Continuous Number of improvements
Continuous improvement of suggested for existing
Processes Improvement processes for donor services based on donor

outcomes

suggestions

Continuous

Number of improvements
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PM Sub-dimension Critical Success Suggested KPIs
Dimension Factors based on Fieldwork*
improvement of suggested for existing
processes for customer | services, based on client
outcomes surveys
Developing, reviewing
and updating the .

. o Number of ongoing
strategies periodically, reviews on costs and
based on stakeholder revenues
feedback and the state
of the environment
Reviewing th .

ev1erng © . Number of reviews on
operational strategies operational strategies
based on PM P &
Developing the
Infrastructure, | organisational
Technolggly & | infrastructure and Number of currently
Materials technology to deliver developed IT services
quality services to the
clients
Designing key support | Number of cost saving
processes projects
Well Designed, | Identifying key value-
Safe, Efﬁcjient adding processes for iil;:;l:zzr?f rlzflc;urce
& Effective strategy implementation P
Processes Designing service
. sning Number of initiatives
delivery processes to
. completed from the most
satisfy stakeholder
. recent survey
requirements
Conducting service .
) . Number of internal and
audits to review the )
. . external audits
quality of services
. . ) . Number of quality of lift
e
. . u
Client Support & | of life of the clients .
. . Services most recent audit
Satisfaction — -
Obtaining clients’ Number of complaints
feedback p
Measuring the
satisfaction of the Client satisfaction index
clients
Skilled & Providing a fair
People . . .
) } Recognised | remuneration to paid Employee turnover rate
Satisfaction People
p employees
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PM Sub-dimension Critical Success Suggested KPIs

Dimension Factors based on Fieldwork*
Regular investment in Number of staff
the employees development programmes
Investing in volunteer | Number of training
development s programmes for volunteers
Communicating Number of staff
strategic plans with the | workshops on the strategic
employees plans
Rewarding employees | Percentage of performance
for their performance reviews completed on time
M ing th . .

e‘asunpg © Employee satisfaction
satisfaction of the )
index
employees
Designing work/
services around the Percentage of closed cases
needs of the community
High Quality of | Developing and ,
Support & . . Number of new service
Donor Ppo implementing new
. . Services . models

Satisfaction models of services
Collaborating with
other organisations to Number of collaborations/
fulfil social joint projects
responsibility

* Unless stated otherwise, the KPIs are for the review period (e.g. quarter)

Parmenter (2015) argues that critical success factors are the key to identifying effective
KPIs. The researcher agrees with Parmenter, based on her experience in the case study.
However, it is also important to note that an organisation may not use a KPI for each
CSF listed by the researcher and most certainly, the researcher has not mentioned the
KPIs as prescriptions for the practitioner (they are for indicative purposes only).
Managers are likely to identify more appropriate KPIs for their own organisations,
based on the CSFs listed by the researcher. However, the researcher contends that the
researcher’s model (operational descriptions and CSFs included) provides more
direction to the practitioner than the nonprofit BSC as to how performance measures
should be developed for each performance dimension. It is well documented in the

literature that the BSC does not provide much guidance to the practitioner as to how

CSFs could be identified, which is central for generating KPIs (Anand et al., 2005;
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Antonsen, 2014). The onus is passed on to the manager to develop strategy maps,
which in practice requires significant external help from consultants. A culture of an
organisation may not favour substantial external involvement and/or NPOs in particular
may view hiring external consultants as cost prohibitive. The researcher argues that by
augmenting the nonprofit BSC (this includes accommodating practitioner concerns), the
researcher makes the nonprofit BSC more interpretable and responsive both from a

theoretical and a practical standpoint.

6.8. CHAPTER CONCLUSION

In this chapter, the researcher presented the results of the qualitative phase of the study
(the case study). The qualitative data collected from the respondents belonging the case
study organisations enabled the researcher to elevate her conceptual model into a
testable theoretical model (Figure 6.4) consisting of nine PM dimensions. This model is
testable on two counts. Firstly, the qualitative data enabled the researcher to
operationally describe each PM dimension (Table 6.4). These operational descriptions
enabled the researcher to operationally define each PM dimension, by being able to
develop a quantitative questionnaire to capture each PM dimension. Secondly, the
qualitative data enabled the researcher to posit a definitive set of PM dimensions (nine
of them) hypothesised to be causally related, and because each PM dimension
(construct) can be captured quantitatively, the hypothesised causal relationships
themselves become testable. The model represents—with a greater deal of clarity—the
theory underlying the nonprofit BSC. The findings in this chapter answers the first two
research questions because the findings answer what set of PM dimensions constitute an
integrated PM system for NPOs (RQ1), and what the operational definitions are for
each PM dimension (RQ2). Consequently, the researcher was able to achieve the

following main outcomes:

1. Understand how the BSC’s performance dimensions (domains) should be
augmented and operationalised to predict and explain the strategic performance

of NPOs; and

2. Develop a PM instrument to test the validity of the BSC’s performance

dimensions (as augmented).
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The first main outcome mentioned equates to achieving the researcher’s first research
objective. The second main outcome mentioned equates to achieving the researcher’s
second research objective, once the PM instrument has been scientifically validated
using the quantitative data collected during quantitative phase of the study (see Chapter

Eight).

The researcher also discussed the implications of the findings of the case study from a
theoretical and practical standpoint (section 6.7). In particular, the researcher explained
how adding Financial Health as a separate PM dimension (construct) increases ones
theoretical understanding of the nonprofit BSC. Likewise, the researcher also explained
why, unlike the BSC, the researcher has included a separate PM dimension labelled
‘People Satisfaction’. The researcher also showed how the qualitative data enabled the
researcher to discover the CSFs, which help managers to develop KPIs for their own
organisation (a set of KPIs have also been suggested for each CSF). The next chapter
(Chapter Seven) displays and discusses the descriptive statistics of quantitative data

collected through the quantitative questionnaire.
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CHAPTER SEVEN

DESCRIPTIVE STATISTICS

The aim of art is to represent not the outward appearance of things, but their inward

significance

Aristotle

7.1. INTRODUCTION

The descriptive statistics of the data collected in the quantitative data collection phase
(the quantitative survey questionnaire) are presented and discussed in this chapter. The

content discussed in this chapter facilitates the discussions provided in the next chapter.

7.2. STATISTICS OF THE QUANTITATIVE STUDY

Out of the 1550 senior managers (930 from Australia and 620 from New Zealand) who
were invited to participate in the survey, 232 (15%) responded. This comprised of
121(13%) responses from Australia and 111(18%) responses from New Zealand (Figure
7.1). A higher New Zealand response rate could probably be attributable to the fact that

the survey was conducted by a researcher belonging to a New Zealand university.

Figure 7.1: Survey representation by country
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7.2.1. Response Pattern During the Survey Period

Figure 7.2 depicts the response pattern during the survey period. As evidence in Figure
7.2, the data were collected in two stages.”® The second stage was used purely to
increase the number of cases (responses) above 200 for reliability purposes, even
though the power analysis indicated that the minimum sample size (data pooled from
both countries) required for the study is 96 (section 4.6.1). The first stage of sampling
lasted 12 weeks: 8" November 2014 through to 5™ February 2015 (a longer duration
was allowed due to the summer holiday season in the region). The second stage of
sampling lasted two weeks: 26" August 2015 through to 10" September 2015. In the
first stage, a high response rate was observed in the first four weeks of the survey (8"
November 2014 through to 3" December 2014). This might be attributable to the fact
that the researcher solicited the recipients to respond to the questionnaire within two
weeks of receipt of the invitation to participate. A second peak was observed (see
Figure 7.2) from 11" January 2015 through to 5™ February 2015, which could be
attributed to the fact that a reminder was sent out to the original recipients after the
summer holidays. The third and final peak shown in Figure 7.2 (26th August 2015
through to 7" September 2015) correspond to the second stage of sampling, which

resulted in 25 additional observations.
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Figure 7.2: Response rate during the survey

¥ This does not mean that the New Zealand sample and the Australian sample were “snowball samples™;
a snowball sample is a nonprobabilistic sample that is built gradually (like a snowball) when it is
difficult to develop probabilistic samples (Cooper & Schindler, 2014).
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7.2.2. The Profile of the Survey Participants

Figure 7.3 depicts survey participants (respondents) by designation. Of the 232 who
responded, 72 were CEOs (31%), 66 were senior executives (28%), 18 were directors
(8%), while the remaining 76 (33%), categorised as “other”, were senior managers
responsible for performance monitoring. These results are not surprising because as in
the qualitative study, the researcher invited only the senior managers (two from each

NPO) to participate in the quantitative survey.

Figure 7.3: Participants by designation

7.2.3. Sector Representation

Figure 7.4 depicts respondents’ organisation by the relevant health subcategory.” The
subcategory classification for coding (the first survey question, as shown in
Appendix C) was based on the definition provided by Salamon and Anheier (1997).
This definition is also used in the International Classification of NPOs (ICNPO). In
keeping with the ICNPO, the category “other” was included as a response category to
cover all healthcare services that are not covered in the remaining four subcategories.
Figure 7.4 indicates that quite a number of organisations (41%) have declared

themselves as organisations providing “other” health services. This does not

%% Since the researcher invited two participants from each organisation to respond and it is not possible to
verify how many organisations (if any) were represented by how many respondents (i.e. one or two?), it
is not possible to report the actual number of organisations who participated in the survey in Figure 7.4.
The same reason apples to Figures 7.5 through to 7.8.

198



necessarily reflect a nonresponse bias.*” From the fieldwork in the qualitative phase of
the study (the case study) and in pilot testing of the quantitative questionnaire, the
researcher found that some organisations prefer to classify their service as “other”,
when in fact their service belonged to one of the main (the first four) categories
specified in the ICNPO. Therefore, the proportion under the category “other” in Figure
7.4 is probably a highly inflated figure.

Hospital &
Rehabilitation

Mental Health &

Nursing Homes Crisis.
3% Intervension

11%

Figure 7.4: Health subcategory wise responses

7.2.4. The Participants’ Familiarity with Performance Measurement Systems

Figure 7.5 depicts the proportion of respondents that use performance measurement
(PM) systems. Figure 7.5 indicates that more than half of the respondents (53%)
currently use a PM system (an in-house one or an established one such as the BSC) to
monitor the performance of their organisation (the corresponding survey question had

three categories: “Yes”, “No”, and “Unsure”).

Figure 7.6 provides information on respondents’ familiarity with PM systems. Figure

7.6 indicates that majority of the respondents (80%) have been familiar (“Very Much”

4 Unfortunately, the published descriptive statistics on healthcare NPOs in Australia and New Zealand
are not classified based on the ICNPO sub-classification. Therefore it is impossible to compare the
sub-category proportions of the population and the sample to judge any nonresponse bias. However, it
is hard to conceive that as high a proportion as 41% of NPOs in healthcare belong to the “other” sub-
category.
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or “Somewhat”) with PM systems, whether or not they currently use one. The
researcher assumed that familiarity with PM systems is not a prerequisite to qualify as a
participant in the survey because the survey does not require specific knowledge (on the
part of the respondents) on any specific PM system. The survey was meant to capture
certain aspects of strategy monitoring, strategic resource development and usage, good
governance, and mission achievement. The senior managers for whom the survey was

designed were assumed to be familiar with the area.

Figure 7.5: Use of a PM system Figure 7.6: Participants' familiarity with PM

systems

7.2.5. The Chronological Age of the Responds’ Organisation

Figure 7.7 classifies the age of the respondents’ organisation. This figure clearly shows
that the most of the organisations41 (73%) have been serving their clients for more than
20 years, suggesting that most respondents in the survey represented mature

organisations; this also increases the credibility and usefulness of the survey data.

*I'If a particular organisation has had a predecessor, the respondent was asked to cover the duration of
existence of the predecessor also, in counting the chorological age of the present organisation.
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H 10 years to less than 15 years
H 15 years to less than 20 years
5 years to less thanl0 years
H Less than 5 years

E More than 20 years

Figure 7.7: Age of the organisation

7.2.6. Funding Streams

Figure 7.8 depicts the level of government funding of the respondents’ organisation.
Approximately a quarter of the respondents (22%) indicated that their organisation does
not receive any government funding, which is bit surprising, given the importance of
“health” as a social good. Of the remainder, 30% indicated that their organisations
receive some government funding (ranging from 1% to 50% of the revenue), 35%
indicated that their organisation receives a sizable amount of government funding
(ranging from 51% to 90% of the revenue), while the remaining 13% indicated that they
receive more than 90% of their revenue from government funding. These figures
indicate that government funding is an important revenue stream for a sizable
proportion of NPOs providing healthcare in the community. Participants mentioned the
following sources as their sources of nongovernmental funding: philanthropy,
community funds, donations, event and fundraising, local councils, industry contracts,
sponsors, grants, revenue, and membership fees. It is quite possible that some of the
nongovernmental funding streams stated by the managers could have been subjected to
subjective interpretation.  According to Madden and Scaife (2010), the term
philanthropy is not a widely used term in Australia and New Zealand. Thus it is not
clear what exactly the respondents meant by philanthropy. Madden and Scaife assert
that the terms “giving” and ‘“charitable giving” are used frequently in Australasia to
cover all forms of philanthropy (all type of freely given goods including monetary
donations). Thus it is difficult to reliably distinguish between philanthropy and some of
the other forms of funding mentioned by the managers. Figure 7.8 suggests that the

level of government funding in both countries is similar.
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Figure 7.8: Level of government funding

7.2.7. Distribution of Paid Employees

Figure 7.9 depicts the distribution of paid employees within the organisations surveyed.
Since the number of paid employees is often used as a proxy to classify the size of an
organisation, the information in Figure 7.9 can be used to examine the size of the NPOs
that responded to the survey. According to the Australian Bureau of Statistics, the size
of an organisation can be classified into one of the following groups, based on the
number of paid employees: “small” (20 or less employees), “medium” (more than 20

but less than 200 employees), and “large” (more than 200 employees).

Figure 7.9 shows that 52% of the respondents represented small organisations (i.e.
NPOs that employed either no paid employees or 20 or less paid employees). Figure
7.9 also shows that 27% of the respondents represented medium size organisations and
the remaining 21% represented large organisations. However, it is important to note
that unlike the other two sectors, the nonprofit sector is characterised by a high degree
of volunteer labour force participation. Therefore, the number of paid employees may

not be a good proxy to categorise NPOs based on their size.
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Figure 7.9: Distribution of the paid employees

7.3. ANALYSIS OF INDIVIDUAL SURVEY ITEMS

As mentioned earlier, the statistical analysis of data to test the researcher’s hypotheses
was conducted using the partial least squares based structural equation modelling
(PLSBSEM) approach. This approach is not based on parametric assumptions (the
statistical significance of model parameters is examined using bootstrapping which is a
nonparametric procedure) and therefore, normality of the observations and even
independence, are not required to be tested in PLSBSEM (Chin, 1998). However, the
normal probability plots of responses for each survey (questionnaire) item indicated that
the data are approximately univariate normally distributed; the parametric assumptions
become necessary to examine the statistical significance of mean differences and
bivariate correlations. Further, there were no unusual observations that needed to be
removed for statistical analysis. Therefore, there was no necessity to clean the data
before the examination of the descriptive statistics of individual survey items and the
statistical analysis of data using PLSBSEM. However, since there were some missing
data, the researcher used a specific data imputation method (see Chapter Eight)
recommend for PLSBSEM, before Likert style responses (part two of the questionnaire)

were analysed. Thus, computation of the descriptive statistics of individual survey
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items in part two of the questionnaire was conducted via multiple imputations for

missing data.®

7.3.1. Individual Survey Item Scores

Figure 7.10 shows the mean (average) scores of survey items in the chronological order.
These have been calculated from the 223 responses available (9 were excluded as
mentioned in section 4.7.1). Five survey items have been colour coded in red to alert
the reader that these items were not supported by the data in the statistical analysis used
for testing the research hypotheses (details in Chapter Eight). The scope (in brief) of

each of the five items that were not supported by data is as follows:

Q10 Continual process improvement for better outcomes for the clients
Q30 Staff training to maintain a high performance work culture

Q31 Infrastructure/technology development to improve service quality
Q38 Staff workshops on strategic and business plans

Q39 Operating plans being traced back to each employee

The mean score of all the survey items except Q3, Q5 and Q20 are below 6.0, in the 1 to
7 Likert scale. To recollect the seven point scale used (details in Chapter Four), 7
indicated a strong agreement with the statement meant to cover a particular survey item;
6 indicated an agreement; 5 indicated a somewhat agreement; 4 indicated an
indifference (neutral) and so on. The reader should note that the researcher conducted a

statistical test to exclude method bias in the responses (details in Chapter Eight).

“2 The reader should also note that although the researcher has reported measures of central tendency and
dispersion in this section to two decimal places, because each survey item is based on a Likert scale
(the seven point scale was assumed to be interval), the reported central tendency and dispersion values
of the measures should not be treated as if they have come from a ratio scale.
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Note: Red colured bars indicate survey items that were not supported by data

Figure 7.10: Mean scores of survey items in the chronological order

Table 7.1 depicts the measures of central tendency (mean and median) and the
dispersion of each item. In Table 7.1, the survey items have been colour coded as
follows: red indicates highly scored items while blue indicates weakly scored items.
The highly scored items (>6) can be considered as areas of strength for the 223
organisations surveyed (on average) while the lowest scoring items can be considered as
areas that need most improvement (on average). Needless to say, each organisation will

have its own strengths and weaknesses.

Table 7.1: Measures of Central Tendency and the Dispersion

ftem Mean Median Star.lda}rd Max Min
Number Deviation
Q3 6.09 6 1.07 7 1
Q5 6.07 7 1.35 7 1
Q20 6.05 6 1.34 7 1
Q1 5.99 6 1.22 7 1
Q17 5.97 6 1.39 7 1
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ltem Mean Median Star'lda}rd Max Min
Number Deviation
Q27 5.97 6 1.06 7 1
Ql6 5.88 6 1.23 7 1
Q12 5.86 6 1.25 7 1
Q19 5.84 6 1.31 7 1
Q29 5.78 6 1.34 7 1
Q11 5.72 6 1.14 7 2
QI5 5.68 6 1.38 7 1
Q25 5.60 6 1.39 7 1
QI8 5.52 6 1.31 7 1
Q10 5.51 6 1.41 7 1
Q8 5.49 6 1.53 7 1
Q9 5.49 6 1.31 7 2
Q23 5.48 6 1.42 7 1
Q26 5.45 6 1.58 7 1
Q32 5.45 6 1.46 7 1
Q13 5.41 6 1.43 7 1
Q24 5.36 6 1.28 7 1
Q31 5.22 5 1.39 7 1
Q36 5.19 6 1.52 7 1
Q21 5.19 6 1.59 7 1
Q22 5.18 5 1.43 7 1
Q37 5.18 6 1.60 7 1
Q30 5.15 5 1.56 7 1
Q40 5.11 5 1.50 7 1
Q28 5.03 5 1.59 7 1
Q35 4.99 5 1.45 7 1
Q2 497 5 1.65 7 1
Q14 4.89 5 1.59 7 1
Q4 4.87 6 2.09 7 1
Q6 4.86 5 1.77 7 1
Q38 4.73 5 1.74 7 1
Q33 4.67 5 1.78 7 1
Q41 4.52 5 1.79 7 1
Q34 4.42 5 1.78 7 1
Q39 4.18 4 1.84 7 1
Q7 3.62 4 1.88 7 1

Note: As mentioned earlier, Q10, Q30, Q31, Q38, and Q 39 were not supported

by the data in the statistical analysis used for testing the research hypotheses.

Table 7.2 depicts the mean scores and the standard deviations of the survey items of the
Australian participants and New Zealand participants separately. It is evident that the
mean score of questionnaire item 7 is very low for both countries: 3.91 for Australia and

3.28 for New Zealand.
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approximately translate to “neither agree nor disagree” and “somewhat disagree” for
Australia and New Zealand respectively. The questionnaire item seeks the agreement
(or otherwise) to the following statement: “We use recognition schemes to reward our

employees for their performance”.

The low mean score for the above statement implies that on overage, the Australian and
New Zealand NPOs do not agree that recognition schemes need to be used to reward
their employees for their performance. This is quite unusual because reward and
recognition is regarded as an important requirement to motivate and retain people
(Armstrong, 2014; McDermott & O'Dell, 2001; Milne, 2007). Therefore it is necessary
to examine the response of a complementary questionnaire item to infer what might

have caused respondents not to agree with the aforementioned statement (on average).

Questionnaire item 33, which seeks agreement to the statement “we measure the
satisfaction of our employees on a regular basis”, can be considered as a questionnaire
item that complements questionnaire item 7. As evidenced in Table 7.2, questionnaire
item 33 secured mean scores of 4.82 and 4.48 for Australia and New Zealand
respectively; in terms of the Likert scale being used, these mean scores approximately
translate to a low level of agreement to “regular employee satisfaction measurement”.
One plausible explanation for low level of agreement to the statements given in both
questionnaire items (item 7 and item 33) mentioned above is that because the nonprofit
healthcare sector is characterised by high levels of voluntary labour force participation
rates, and because volunteers do not work for tangible rewards, managers may not see
any need in rewarding their volunteers extrinsically. It can be argued that volunteers are
intrinsically motivated (seeking psychological rewards) rather than extrinsically
motivated (seeking tangible rewards such as money, gifts and other benefits of tangible
nature) to perform (Bang & Ross, 2009; Bussell & Forbes, 2002). The researcher
wishes to mention that the objectives of the research, and therefore the research design,

do not allow her to conduct a substantive analysis on organisational behaviour in NPOs.

Table 7.2 shows that the mean scores for Australia are higher than the corresponding
New Zealand mean sources, except in the case of six questionnaire items (highlighted).
Similarly, there are greater numbers of highly scored questionnaire items (> 6) in the

Australian sample than in the New Zealand sample. However, the reader will note that
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the t-values for mean differences are not significantly higher than the critical t-value of
1.97, indicating that the differences between means scores for Australia and New
Zealand are unlikely to be of practical significance (possible exception could be
questionnaire item 7, which was discussed earlier) to seek any reason for the
discrepancies.” However, in the next chapter, as an extension to her model testing, the
researcher has fitted Australian and New Zealand data separately to her model to

examine whether or not there is any significant country effect on her hypotheses.

Table 7.2: The Mean Scores Based on Country

Australia NZ tf‘St?\iStiC
Noer | Mean | Standard || e | vean | Sanderd | pyirrence
Q1 6.00 1.27 Q1 5.97 1.18 0.18
Q2 5.08 1.61 Q2 4.84 1.70 1.07
Q3 6.13 0.97 Q3 6.05 1.18 0.49
Q4 5.10 1.97 Q4 4.61 2.21 1.68
Q5 6.04 1.41 Q5 6.09 1.28 -0.26
Qo6 4.94 1.72 Q6 4.77 1.85 0.66
Q7 3.91 1.85 Q7 3.28 1.85 2.46
Q8 5.54 1.49 Q8 5.43 1.59 0.48
Q9 5.42 1.37 Q9 5.57 1.24 -0.82
Q10 5.54 1.31 Q10 5.47 1.53 0.31
Q11 5.71 1.05 Q11 5.73 1.25 -0.11
Q12 5.90 1.18 Q12 5.81 1.33 0.5
Q13 5.49 1.30 Q13 5.31 1.56 091
Q14 5.03 1.40 Q14 4.72 1.78 1.36
Ql5 5.67 1.37 Q15 5.70 1.39 -0.16
Ql6 5.93 1.24 Ql6 5.81 1.22 0.67

* The t-value of mean difference exceeds the critical t value for six questionnaire items: Q7, Q19, Q20,
Q21, Q26, and Q38. This means that at 5% significance level there is a difference in the means scores
of these six measures (Australian mean being greater than the New Zealand mean). To the lay world
outside Australia and New Zealand, there is very little difference between the Australian culture and
New Zealand culture. However, trans-Tasman studies on culture suggest that Australians are more
positive about their performance relative to New Zealanders (Green & Power, 2006), which could
translate to a higher mean sore for Australia. In any case, a substantive analysis on the effect of any
trans-Tasman culture difference on performance scoring is beyond the scope of the study.
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Australia NZ ;"St?&StiC
Noer | Mean | Sandard | b ean | Sandard | pirence
Q17 6.08 1.34 Q17 5.85 1.44 1.21
Q18 5.66 1.17 Q18 5.36 1.44 1.64
Q19 6.02 1.13 Q19 5.64 1.47 2.07
Q20 6.22 1.22 Q20 5.85 1.44 2.03
Q21 5.41 1.42 Q21 493 1.74 2.18
Q22 5.24 1.36 Q22 5.10 1.51 0.69
Q23 5.53 1.32 Q23 5.43 1.54 0.47
Q24 5.41 1.22 Q24 5.30 1.35 0.62
Q25 5.75 1.27 Q25 5.42 1.51 1.68
Q26 5.66 1.54 Q26 5.22 1.60 2.04
Q27 5.96 1.07 Q27 5.99 1.05 -0.23
Q28 5.13 1.53 Q28 4.92 1.64 0.98
Q29 5.92 1.11 Q29 5.63 1.56 1.53
Q30 5.28 1.42 Q30 5.01 1.69 1.22
Q31 5.30 1.35 Q31 5.13 1.44 0.87
Q32 5.42 1.45 Q32 5.49 1.47 -.037
Q33 4.82 1.72 Q33 4.48 1.83 1.36
Q34 4.55 1.72 Q34 427 1.83 1.15
Q35 5.11 1.37 Q35 4.86 1.53 1.24
Q36 5.32 1.39 Q36 5.04 1.65 1.32
Q37 5.38 1.50 Q37 4.95 1.69 1.91
Q38 497 1.56 Q38 4.44 1.89 2.19
Q39 421 1.78 Q39 4.14 1.92 0.24
Q40 5.20 1.40 Q40 5.00 1.61 0.93
Q41 4.62 1.77 Q41 4.40 1.82 0.86

Figure 7.11 depicts the mean scores of the items based on the participants’ familiarity
with the PM systems. As evidenced from the figure, in general, the mean scores are
higher for the “Very Much” familiar category relative to “Somewhat” familiar category,
which in turn is higher than the “Very Little” familiarity category. This implies that on

average, the more the organisations that are familiar with PM systems, the more they
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tend to rate their performance highly in most of the assessment areas on strategic

performance.

Figure 7.12, Figure 7.13, and Figure 7.14 depict the mean scores of the items based

participant’s familiarity (“Very Much”, “Somewhat”, and “Very Little” respectively)

with PM systems by country. The Figure 7.12 indicates that with the exception of four

questionnaire items, the mean scores for Australia are higher for the “Very Much”

category relative to New Zealand (see the * marks in Figure 7.12). Conversely, with the

exception of five questionnaire items, the mean scores for New Zealand data are higher

for the “Somewhat” than for Australia (see Figure 7.13). It is easy to show (through the

two sample t- test) that none of the differences mentioned above are of any practical

significance. This implies that on average, participants who are familiar with the PM

systems, no matter to which Australasian country their NPO belongs, tend to rate their

performance highly in most of the assessment areas on strategic performance.
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Figure 7.11: Mean scores of survey items based on the participants’ familiarity of PM

systems
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Figure 7.12: Mean scores of survey items by country for participants who rated

themselves as being very much familiar with PM systems
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Figure 7.13: Mean scores of survey items by country for participants who rates

themselves as being somewhat familiar with PM systems
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Figure 7.14: Mean scores of survey items by country for participants who rated

themselves as being very little familiar with PM systems

7.3.2. Examination of Bivariate Correlations between Questionnaire Items

Table 7.3 depicts the bivariate correlations between questionnaire items. The survey
items in Table 7.3 have been rearranged (hence not in the chronological order) so that
items belonging to the same construct (performance dimension) becomes adjacent to
one another. Since items (measures) belonging to a conventional construct are being
viewed as manifestations of the construct, and items belonging to one construct are
required to be reliably distinguished from the items belonging to another construct (see
Chapter Five for technical details), in general, correlations between items belonging to a
particular construct are expected to be stronger (convergent validity) relative to the
correlations between items belonging to different constructs (discriminant validity)
(Campbell & Fiske, 1959; Chin, 1998; Gefen & Straub, 2005). This requirement is not
applicable when the meaning of the construct is formed as a composite of measures—
that is, in the case of a formative construct (Diamantopoulos et al., 2008; Petter, Straub,
& Rai, 2007). The construct Financial Health is modelled as a formative construct and
therefore the conventional psychometric properties such as convergent validity and

discriminant validity will not be applicable to Financial Health.
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Examination of the correlations of the questionnaire items that belong to the same
construct (Table 7.3) indicates that they are strong (with the exception of the items
belonging to the formative construct). However, the correlations in Table 7.3 indicates
that although the correlations between items belonging to the same construct are
stronger than the correlations between items belonging to different constructs (cross-
correlations) in general, there are quite a few strong cross-correlations. Prior studies on
PM systems also show similar results (e.g. He, Hill, Wang, & Yue, 2011; Jayamaha,
Grigg, & Mann, 2011; Saunders & Mann, 2005). Jayamaha et al. argue that relatedness
of measures in a PM system is a desired feature when an organisation implements
intervention programmes because such programmes are desired to be simultaneously be
affecting multiple measures belonging to different performance dimensions—thus
implying significant levels of inherent inter-correlations. Chapter Eight provides an

extensive analysis of the validity of the measurement scales.
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7.3.3. Aggregation of Questionnaire Item Scores to Examine Data at Performance

Dimension/Construct Level

The black square bullets in Figure 7.15 depict the average scores at PM dimension
(construct) level; the vertical bars in the figure depict the average scores for each
questionnaire item belonging to each PM dimension. For the purpose of this chapter,
the score of a PM dimension is taken as the arithmetic mean of the corresponding
questionnaire item scores, which means that all questionnaire items belonging to a
construct have been given equal weight.** The questionnaire items have been colour
coded to highlight the PM dimension to which each questionnaire item belongs. As
evident from Figure 7.15, the average score for the People Satisfaction dimension is less
than the average scores for other PM dimensions. The F test indicated that the
differences between the means are significant (F = 22.56, p < 0.001). The main
technical reason for the low average score for the People Satisfaction dimension is that
the lowest scoring questionnaire item (Q7- the use of recognition schemes to reward the

employees) belongs to this construct.

6 M L 5.94 540
5 | N .
“’ 4.60

(9]

Mission  Financial Strategy Org. People Processes Client People Donor
Health Infrastucture Satisfaction Satisfaction Satisfaction

Figure 7.15: Mean scores of survey items based aggregated at performance dimension
level

“ In PLSBSEM, weights for each item is estimated as part of the parameter estimation procedure to
compute the score of the construct as a weighted linear combination of its items.
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The square bullet points in Figure 7.16 depict the average scores at PM dimension level
for Australia and New Zealand separately; the vertical bars in the figure depict the
average scores for each questionnaire item belonging to each PM dimension, by
country. As evidenced from the figure, average scores of PM dimensions are higher for
Australia than for New Zealand, except for Mission and Donor Satisfaction, for which,
both countries have secured the same scores (at 2-dp). However, none of the apparent

differences mentioned above were found to be significant, based on the t-tests.

mmm Australia mm New Zealand

=i—-Mean (Aus.) ==Mean (NZ)

Mission Financial trategy  Org. People Processes Client People Donor
Health Infrastucture Satisfaction Satisfaction Satisfaction

PM Dimension

Figure 7.16: Mean scores of survey items aggregated at PM dimension level and by

country
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7.4. CHAPTER CONCLUSION

The descriptive statistics pertaining to Australian and New Zealand respondents and
their organisations were presented in this chapter. An important finding was the
similarity of the mean scores between Australia and New Zealand for most of the
questionnaire items and certainly for all of the PM dimensions. The next chapter covers

the quantitative data analysis and the resulting discussion.
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CHAPTER EIGHT

EMPIRICAL TEST RESULTS AND DISCUSSION OF THE
THEORETICAL MODELS

Argument is conclusive, but it does not remove doubt, so that the mind may rest in the sure

knowledge of the truth, unless it finds it by the method of experiment

Roger Bacon (c. 1214-1294)

8.1. INTRODUCTION

In Chapter Six, the researcher presented the results of the qualitative study (the case
study) and discussed the findings. This enabled the researcher to determine what set of
PM dimensions constitute an integrated PM system for NPOs (this relates to RQ1);
what their operational definitions are (this relates to RQ2); and what theoretical
relationships exist between the PM dimensions (this relates to RQ3). Having shown the
descriptive statistics of quantitative data in the previous chapter, the researcher presents
and discusses the results of the quantitative study in this chapter. The quantitative study
was designed to empirically test the researcher’s main theoretical model (see Chapter
Four). In so doing, the researcher validates the PM dimensions (via construct validity),
their operational definitions (again, via construct validity), and the hypothesised
theoretical relationships between the PM dimensions (via statistical conclusion
validity). Therefore, the results and the accompanying discussion provided in this
chapter support the findings in the Chapter Six, thus providing more robust answers to
RQI1, RQ2 and RQ3. In addition, in testing the ancillary model (the measurement
model for overall strategic performance) empirically, in this chapter, the researcher
estimates the weights that managers should assign to each PM dimension and its
subparts, in assessing the overall strategic performance of a NPO. Therefore, this

chapter also provides findings to answer the fourth research question (RQ4).

This chapter is organised as follows. Section 8.2 provides the results on measurement
validity of the constructs (PM dimensions) of the main model, under four subsections.

Section 8.2.1 covers the data screening procedures that the researcher adopted before
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proceeding with her data analysis. Section 8.2.2 provides evidence of absence of
‘method bias’ (Podsakoff et al., 2003), a key source of systematic error often associated
with self-administered surveys. Section 8.2.3 provides evidence of reliability of the
measurement scales used for each construct (PM dimension). Section 0 provides
evidence of validity of the constructs of the main model (i.e. validity of the operational
definitions of the PM dimensions). Section 8.3 provides evidence of statistical
conclusion validity associated with the hypothesised relationships between the
constructs (PM dimensions) of the main model. As mentioned in Chapter Four (section
4.6.3) and Chapter Five (section 5.4.2), the partial least squares based structural
equation modelling (PLSBSEM) technique was used to conduct tests on different facets

of validly.

Section 8.4 discusses the results for the main model from a theoretical perspective,
while section 8.5 discusses the results from a practical perspective. Thus sections 8.4
and 8.5 address the third research objective. Section 8.6 expands the results for the
main model by examining the hypothesised relationships by country (i.e. Australia and
New Zealand separately). This is to examine whether there seems to be a significant
country effect (Australia versus New Zealand) for the theoretical relationships. Section
8.7 covers the results and discussion for the ancillary model, and thereby addresses the
fourth research objective, by answering RQ4. Section 8.8 offers implications for
management practice and performance measurement, which also includes guidelines for
nonprofit practitioners to assess strategic performance of their organisations. Thus
section 8.8 also achieves the general research objective of the study. Section 8.9
provides a comparison between the researcher’s PM models and the BSC (as mentioned
earlier, the nonprofit BSC provided the basis for model development) and
organisational excellence models. This achieves the fifth and final research objective.
Finally, section 8.10 concludes the chapter through a brief summary, highlighting the
key findings.

219



8.2. RESULTS FOR MEASUREMENT VALIDITY
8.2.1. Data Screening

As the initial step of data analysis, as mentioned earlier, the data were screened to check
whether there have been any data entry errors: unusual characters being entered and/or
out of range values having been entered. The only characters that were acceptable were
integers from 1 to 7 for data cells containing responses for survey questions relevant to
the 7-point Likert scale. Next, the cells were examined to ascertain whether the missing
values have been appropriately represented (this facilitates identification of missing data
cells and imputation of data for missing data cells), and how many cases (data

records/rows) need to be discarded due to excessive levels of missing values.

The problem of missing data is typical in survey research on social and behavioural
sciences (Hair et al., 2014). Usually, a case (a data record) is deleted from the data file
if the number of missing values corresponding to the case (data record/row) exceeds
15%. Given that the quantitative survey questionnaire contained 41 survey items in the
Likert scale, 15% of missing values corresponds to six unanswered questions (survey
items) by a particular respondent (case). Thus if any case (data record/row) contained
seven or more unanswered questions, these were deleted. In addition, if there were to
be responses from a respondent (case) who has provided the exact same level of
agreement to all survey items (e.g. a 6, meaning “agree” in the Likert scale) such cases
were to be treated as ‘suspect’, warranting ‘case-wise data elimination’. Perhaps
unsurprisingly, there was not a single suspect case (a flat score or something close being
very flat) warranting deletion based on this criterion. As mentioned earlier (section
4.7.1), 9 cases were deleted, resulting in a usable sample size of 223. The data cells that
contained missing values were filled using the data imputation option “median of

nearby points” in SPSS (Gerber & Finn, 2013, pp.23-24).

After this screening, data were further examined using IBM SPSS 22 software for
univariate outliers (any z value > 3.0) and univariate normality (frequency distribution
histograms and normal probability plots in the form of Q-Q plots). There weren’t any
univariate outliers and the data were found to be approximately univariate normal based

on the frequency distribution histograms and the Q-Q plots.
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8.2.2. Testing for Absence of Common Method Bias

The common method bias, which is also known as the common method variance, is a
systematic error that results from “variance that is attributable to the measurement
method rather than to the constructs the measures represent” (Podsakoff et al., 2003,
p.879). To ensure that the responses do not suffer from common method bias, as
mentioned earlier, the researcher conducted Harman’s single factor test; this test
analyses the dimensions of the response items (in a survey questionnaire, all the
questionnaire items) to ensure that all the response items taken together, do not resolve

into a single dimension (Conway & Lance, 2010; Podsakoff et al., 2003).

According to the Harman’s single factor test, if the principal components analyses
(PCA) of the survey items extract only a single factor (component), the responses of a
survey are deemed to suffer from common method bias. The PCA analysis of the
survey data containing Likert style responses showed that 7 factors (based on the
Kaiser’s criterion of Eigenvalues > 1.0) are required to extract the variability of the
survey items. The Eigenvalues of these factors (components), for the un-rotated
solution were found to be 18.432, 2.149, 1.839, 1.468, 1.324, 1.243, and 1.074. This
demonstrated that it is unlikely that the survey has been affected by common method

bias.

8.2.3. Scale Reliability

Reliability (more precisely, internal consistency reliability) of a measurement scale is a
necessary condition for validity of a conventional construct (Nunnally & Bernstein,
1994), which in the researcher’s main model, applies to all but the formative construct
Financial Health. Scale reliability reflects the extent to which measurement items
(indicators) of a conventional construct relate to one another (i.e. inter-correlate) in
operationalising the construct (Hair et al., 2014; Nunnally & Bernstein, 1994). As
mentioned in Chapter Five, the measures that constitute the measurement scale of a
conventional construct are mere manifestations of the underlying concept embodied in
the construct (Nunnally & Bernstein, 1994). As such, the measures are required to be

co-varying (inter-correlate).
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There are two indicators that are commonly used to test the reliability: Cronbach’s
coefficient alpha (@) (Cronbach, 1951) and the composite reliability coefficient (p)
(Werts et al., 1974). Traditionally, Cronbach’s « provides conservative estimates of
reliability as the calculation assumes that all measures of a construct are equally
reliable, an assumption known as Tau equivalency; for this reason, PLSBSEM
researchers (Tau equivalency is not assumed in PLSBSEM) are encouraged to use p as
the primary measure of reliability (Chin, 1998; Hair et al.,, 2014). A reliability
coefficient estimate of 0.70 or higher (at least forp) is considered to be acceptable for an
established construct; for emerging constructs/concepts, a lower threshold of 0.60 is

acceptable (Hair et al., 2014; Nunnally & Bernstein, 1994).

Table 8.1 depicts the reliability coefficients of eight of the nine constructs of the main
model. Based on the rule-of-thumb cut-off values mentioned above, it is evident that
the reliability measures exceed the threshold value indicating scale reliability. It is
important to note that survey questionnaire item Q38 was excluded because inclusion of
Q38 reduces the composite reliability coefficient (p) of the construct People

Satisfaction, markedly.

Table 8.1: The Reliability Statistics for Conventional Constructs

Construct Cronbach’s o Con;ggfiiitceierr?:i?’gility AVE
Mission 0.70 0.81 0.52
Strategy 0.85 0.90 0.69
People 0.64 0.81 0.68
ﬁ}%g;‘iﬁﬁ?:l 0.73 0.86 0.75
Processes 0.92 0.92 0.67
Client Satisfaction 0.81 0.86 0.61
People Satisfaction 0.81 0.87 0.57
Donor Satisfaction 0.68 0.82 0.61
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8.2.4. Construct Validity

As mentioned in Chapter Five, construct validity establishes that a construct, as
operationalised by its measures, represents what it is supposed to represent (Bagozzi et
al., 1991; Messick, 1995). As such, construct validity is the premier indicator of
validity of the operationalisations of the constructs in a theoretical framework (Messick,
1995; Nunnally & Bernstein, 1994). In PLSBSEM, the construct validity is determined
through convergent validity and discriminant validity, based on the test scores, which
are observed scores of the measurement items (Chin, 1998; Fornell & Larcker, 1981;
Gefen & Straub, 2005). Convergent validity refers to the relatedness of measures to
their assigned construct while discriminant validity refers to the extent to which
measures (indicators) that do not belong to a particular construct can be discriminated
from that particular construct (Chin, 1998; Hair et al., 2014). The measure average
variance extracted (AVE), which indicates the proportion of variance a construct
extracts from its measures, on average (Chin, 1998), is used to examine the convergent
validity of a conventional construct, along with the factor loadings. An AVE > 0.50 is
considered to be indicative of convergent validity (Chin, 1998; Hair et al., 2014). As
evidenced from Table 8.1 the AVE values of the conventional constructs exceed the

threshold value, suggesting convergent validity.

The final criterion for completing the examination of the validity of a conventional
construct is the discriminant validity. The researcher examined the discriminant
validity using two methods: the Fornell-Larcker criterion (Fornell & Larcker, 1981) and
examination of the loading/cross loading matrix. Given that square root of AVE
indicates the average correlation between the measures and its assigned construct, the
Fornell-Larcker criterion establishes that a construct correlates more strongly with its
assigned measures than with the other constructs, implying the relatedness of the
measures to their assigned construct, relative to the other constructs (Fornell & Larcker,
1981). The discriminant validity is shown when the square root of the AVE of a
construct exceeds the correlations between the construct under examination and the
other constructs (Fornell & Larcker, 1981). It is clear that the correlations in Table 8.2
show discriminant validity. For example, the square root of AVE of the construct
Client Satisfaction is 0.78; however, the correlations between this construct and the

remaining constructs in the main model are much less than 0.78.
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Table 8.2: Latent variable Correlations for Discriminant Validity

58| 58| & g 2 | 28 % 2
=5 | 8% % © 85 3 835 3 5
i NI RIS AR RIS B
3 3 £ 3 A
/5] /5] E 5]
Client
Satisfaction 0.78 0 0 0 0 0 0 0
Donor
Satisfaction 0.59 0.78 0 0 0 0 0 0
Mission 0.63 0.69 0.72 0 0 0 0 0
Org. 058 | 053 | 043 | 086 0 0 0 0
Infrastructure
People 0.51 0.65 0.61 0.53 0.83 0 0 0
People 057 | 055 | 061 | 056 | 066 | 0.76 0 0
Satisfaction
Processes 0.69 0.74 0.67 0.64 0.75 0.72 0.82 0
Strategy 0.59 0.71 0.68 0.61 0.66 0.63 0.79 0.83

Note: The diagonal elements represent the square root of AVE of the construct, which

indicates the average correlation between the construct and its measures (Chin, 1998).

The second criterion for discriminant validity looks more directly at the correlation
between a measure and its assigned construct (loadings) relative to the correlations
between the measure and the remaining constructs (cross-loadings). The discriminant
validity of the measures is shown when their loadings exceed the cross-loadings (Gefen
& Straub, 2005). Table 8.3 depicts the loadings and the cross-loadings of the measures.
The loading and cross-loading pattern in Table 8.3 clearly demonstrates discriminant
validity. It is important to note that Q10, Q30, Q31 and Q39 were excluded, as
inclusion of these questionnaire items affects discriminant validity based on both

criteria.
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Table 8.3: Loadings and Cross-Loadings Based on the Reflective Model

S o = Construct
= % . 2 1 2 3 4 5 6 7 8 9
; E 8) 8 [«
oo L = =
= © 3 c [ [
§82 | g S| = 2 2| 8| 2
E35| 2 | o | ElSs| 5| 8| 8|8/ .88
e o= B = .o SE| G 8 = o%|c% | anm
= S [ D= c 8| 2 o o SE|L5| 9%
o* | & |os|Tx| = a 5 |ad|loa|ad
1 Q291084 1048 |0.59 |0.58 [0.64 |0.60 |0.64 |0.44 |0.54
Q191081 |0.39 [060 |043 |0.60 |048 [0.43 |040 |0.56
9 Q34 1048 |0.90 [0.57 034 |0.61 |0.61 [0.43 |048 |0.51
Q20 043 1083 |0.51 |041 [049 |043 |0.48 |0.53 |0.44
Q14 | 051 (052 [0.72 1045 [0.58 | 050 [0.58 [ 043 |0.54
Q2 053 1039 |063 042 |054 036 |036 |051 |0.52
3 Q15045 (039 |0.67 1043 [0.59 |0.63 |0.47 |0.38 |0.43
Q3 0.52 1047 1077 1057 056 061 |050 |0.51 |0.44
Q12 |0.58 [0.50 |0.82 [0.64 |0.63 |0.60 |0.65 |0.53 |0.46
Q1 031 |0.19 [0.37 066 |0.34 |0.37 |0.39 |0.38 |0.33
4 Q5 031 |026 |042 |0.70 {043 [041 043 040 |0.29
Q9 048 035 (057 072 044 |051 049 |046 |0.36
Q13 058 [0.39 [061 [0.79 |0.64 |0.62 |0.62 |0.55 |0.69
Q40 | 0.52 (042 |0.60 |0.52 |0.79 |0.55 [0.53 |0.54 |0.50
Q23 1059 |055 [0.67 |0.60 10.84 [0.74 |0.64 |0.61 |0.62
5 Q37 1072 [0.54 |0.62 |0.50 |0.80 |0.58 |[0.60 |0.53 |0.60
Q251058 [047 [0.62 | 058 |10.78 10.63 |0.64 |0.52 |0.55
Q36 |0.63 [0.63 |0.70 |0.54 |0.83 |0.71 |0.62 |0.59 |0.69
Q35 (060 |052 [0.68 |0.53 1084 [0.63 |0.59 |0.57 |0.57
Q16 {048 |0.52 [0.62 |0.57 |0.61 1085 |0.57 |0.53 |0.52
5 Q17 | 0.59 [0.51 [0.52 |0.52 [0.60 |0.80 |0.51 |0.39 |0.44
Q24 056 [0.44 | 068 |0.63 [0.70 |0.80 |0.67 |0.54 |0.53
Q18 | 0.55 [0.55 [0.64 |0.53 [0.71 1087 [0.59 |0.50 |0.60
Q27 1055 (045 [054 |0.58 [0.61 |0.53 ]0.80 |0.52 |0.32
7 Q221049 (049 [059 050 [0.62 |0.58 |0.78 10.53 |0.57
Q11 |047 [0.25 {054 1054 [047 |0.54 ]0.76 |0.29 |0.38
Q26 1040 [0.52 {053 1049 |0.57 |0.55 [0.45 10.83 |0.48
8 Q6 036 1030 |039 |0.50 [042 [028 042 1059 |0.32
Q8 037 047 (053 |047 (054 1053 [045 10.83 |0.46
Q32 046 (049 |0.59 054 |0.60 |047 [0.53 1085 [0.51
Q21 [053 (045 |051 (047 [0.56 |049 [046 | 031 |0.72
Q28 1053 [0.51 {057 |0.50 |0.61 |0.52 |0.43 |0.57 |0.83
9 Q41 [ 043 [0.27 {044 |0.51 [0.52 |045 (042 |038 |0.71
Q33 055 |051 [053 046 |0.61 |0.52 042 053 |0.81
Q7 043 1032 |038 |036 [040 037 |033 |0.34 |0.70

Note: The sequence of questionnaire items was randomised to prevent systematic
error (in general, consecutive questionnaire items do not capture the same construct).
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8.2.4.1. Assessing the construct validity of the formative construct

As the first step of assessing the construct validity of the formative construct Financial
Health, the researcher examined the convergent validity (predictive validity) of the
measures of the construct using redundancy analysis (Chin, 1998). This was achieved
by correlating the formative construct with its global measure (via PLSBSEM) by
determining the standardised path coefficient (standardised structural regression
coefficient) for the causal path created between the formative construct (predictor) and
its global measure (response). The global measure of Financial Health was taken as the
fourth questionnaire item (Q4) in part two of the questionnaire; this questionnaire item
examines projects aimed at raising funds (Revenue Increase). The questionnaire item
Q4 was treated as a global measure on Financial Health because although it is not an
element that forms the meaning of Financial Health, it is nonetheless expected to be
correlated markedly with Financial Strength, because most NPOs engage in fundraising
projects to boost their revenue. The rule of thumb cut-off value for the correlation
between a formative construct and its global measure is 0.8 to confirm the convergent
validity (Hair et al., 2014). The redundancy analysis showed that the standardised path
coefficient (hence the correlation) between the construct and its global measure is 0.853
(p < 0.001), which is well above the cut-off value (0.8) prescribed by Hair et al., thus

confirming the convergent validity of Financial Health.

As the second step of examining construct validity of the formative construct, the
researcher examined the collinearity of the measures of Financial Health (Q14, Q15,
Q3, Q12, Q2); since the score of the Financial Health (response) is obtained by
regressing Financial Health with its five predictors (the measures that form the
construct), collinearity examination of the measures becomes relevant (Hair et al.,
2014). The statistical software package IBM SPSS 22 was used to examine collinearity.
The collinearity statistics, namely the variation inflation factor (VIF) values of the five
measures of Financial Health were found to be 1.25, 1.53, 1.79, 1.58, and 1.51 for Q14,
Ql15, Q3, Q12, and Q2 respectively. This indicated that there is no significant

collinearity (because VIF < 5.0) involving the measures of the formative construct.

The final step of scrutinising the validity of Financial Health involved examining the

statistical significance and relevance of the weights of the measures. Since PLSBSEM
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is a nonparametric approach (Chin, 1998), as mentioned earlier, the statistical
significance of all model parameters is examined using a re-sampling method;
SmartPLS2 uses the resampling technique “bootstrapping” (Efron, 1979) to generate the
t values of the parameters for statistical significance (Hair et al., 2014). The statistical
significance of the weights was examined using the p values of the t statistics. Based on
the p values (0.000, 0.001, 0.000, 0.000, and 0.001 for Q14, Q15, Q3, Q12, and Q2

respectively), all measures were deemed significant and relevant at 5% level.

Now, having established the validity of all the constructs in the main model, the
researcher completes the validation of the PM dimensions (constructs) in her PM model,

including their operational definitions.

8.3. TESTING THE HYPOTHESISED THEORETICAL RELATIONSHIPS

A hypothesised theoretical relationship is supported by data, when it can be shown that
the relationship is statistically significant, given the specified level of significance,
which is 5% (statistical conclusion validity). In a PLSBSEM sense, this equates to
examining the statistical significance of the estimated structural regression coefficients
of the hypothesised relationships. In addition to statistical significate (a zero
relationship versus a nonzero relationship), examining the practical significance (the
magnitude of the relationship) is also important in quantitative social and behavioural
research (Bryman, 2012; Chin, 1998; Hair et al., 2014). In PLSBSEM, the practical
significance of a hypothesised relationship/s is examined by scrutinising the magnitude
of the estimated structural relationship/s (Chin, 1998; Hair et al., 2014). Therefore, the
estimated standardised regression coefficients of the hypothesised structural
relationships and the amount (proportion) of variability explained by the independent
latent variables (i.e. the R? of the dependent latent variables) become important. Figure
8.1 depicts the structural model, along with the following model parameters estimated

by the PLSBSEM algorithm:

e The standardised structural regression coefficients of the hypothesised
relationships and their statistical significance;

e The R?values of the dependent latent variables (constructs).
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The prerequisite for validating the hypothesised relationships in structural equation
modelling (SEM) approaches is an acceptable level of goodness of fit of the model to
data, overall (i.e. taking into consideration all the specified statistical relationships, as a
whole). Therefore the overall goodness of fit of the model, also known as the global

goodness of fit, is examined next.

Financial Health

R=0472

" Client Satisfaction

R=0524

 R=0.547

Donor Satisfaction

Note™p < 0.001, *p<0.01

Figure 8.1: Estimated structural model parameters and the significance of hypothesised

relationships

8.3.1. The Overall Goodness of Fit of the Model

As mentioned in Chapter Five, in any SEM approach, the researcher specifies two types
of statistical relationships: the relationships the measures of the constructs have with
their assigned constructs (this is known as the measurement model, which is also known
as the outer model in PLSBSEM) and the hypothesised relationships between the
constructs themselves (this is known as the structural model, which is also known as the
inner model in PLSBSEM). As mentioned above, and also in Chapter Five, in SEM, the
overall goodness of fit refers to a single metric (or parameter) that examines the
goodness of fit of all the specified statistical relationships to the data, as a whole.
Unfortunately, as mentioned earlier, there is no well-established global (single)
goodness of fit measure to conclude whether or not the model as a whole (the
measurement and structural models combined), is a good fit to data (Chin, 1998; Grigg
& Jayamaha, 2014; Hair et al., 2014). Thus in PLSBSEM, as mentioned in Chapter
Five, the quality of the overall model is assessed through assessment of the quality of
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the measurement model and the structural model separately (Chin, 1998; Hair et al.,
2014). In PLSBSEM, communalities (or loadings), composite reliability (p) and AVE
are used to test the goodness of the measurement model®’, while the coefficient of
determination (R?), predictive relevance (Q%), size and significance of the path
coefficients (standardised structural regression coefficients), f* effect sizes, and g effect
sizes are used to examine the goodness of the structural model (Chin, 1998; Hair et al.,
2014). The researcher observes that out of the above many different useful indicators
for assessing the structural model, only the R® and size/significance of the path

coefficients are reported and discussed in journal articles.

Since the structural model consists of a series of multiple regression equations, before
proceeding further, the researcher checked the structural model for collinearity issues.
The VIFs of all predictor constructs (Table 8.4) are below the threshold value of 5.0 for
the predictor constructs to be considered as collinear (Hair et al., 2014). Therefore, the
researcher argues that although there is strong correlation between the constructs, they
do not threaten model adequacy due to any collinearity. Moreover, the researcher
observes that past studies that examine the theoretical validity of the PM models (e.g.
Jayamaha et al., 2009; Saunders, Mann, & Grigg, 2008) report similar strong

relationships between constructs.

Table 8.4: Collinearity Assessment

First set Second Set Third Set Fourth Set
(Predictors of (Predictors of |(Predictors of Organisational (Predictors of
Financial Health) People) |Infrastructure) Processes
Constructs | VIF [Constructs| VIF | Constructs VIF Constructs | VIF
Mission | 1.89 | Strategy | 2.21 |Financial Health | 2.21 People 1.39
Financial Organisational
Strategy | 1.89 Health 2.21 | Strategy 2.21 Infrastructure 1.39

Since the R® values associated with multiple regression depend on the research
discipline and model complexity, there’s no rule of thumb for acceptable R? values; a

higher R? value indicates that much of the variability of the dependent variable is

* The goodness of the measurement model was found to be satisfactory (these were examined in section
8.2).
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explained by the independent variables (predictors). In social sciences, a R? value
above 0.5 is considered to be a markedly strong relationship, and hence acceptable,
from a practical perspective (Hair et al., 2014). It becomes clear that all the R? values

(Figure 8.1) in the model thus become acceptable; also all the hypothesised
relationships appear significant both statistically (p << 0.05) and practically (the

estimated path coefficients are significantly greater than zero).

As the next step, although being regarded as an optional test, the researcher examined
the predictive relevance of the structural model using the ‘blindfolding procedure’
incorporated in SmartPLS software. This blindfolding procedure estimates a predictive
relevance measure for each endogenous® reflective construct*’, known as the Stone and
Geisser’s Q2 (Geisser, 1974; Stone, 1974). A brief description of Stone and Geisser’s
blindfolding algorithm is as follows (for details see Hair et al., 2014). Step 1: the
software would omit data in the every seventh observation in the data matrix (this
omission distance can be changed but the default is every seventh observation
traversing from left to right); Step 2: the software would impute this missing data using
the specified model to predict the blindfolded data; Step 3: the software would then
determine the error (actual values minus the imputed value) for each observation to
compute an error sum of squares; Q? would then be calculated using the formula
Q*=1- (error sum of squares associated with the omitted values)/(observed sum of
squares of the omitted values). The necessary and sufficient condition for predictive
relevance is Q° > 0 (Chin, 1998; Hair et al., 2014). This procedure does not apply for
formative endogenous constructs because the scores of a measure of a formative
construct cannot be predicted from the score of the formative construct because the
score of a construct cannot predict the score of a measure (Chin, 1998). The Q? values
(Table 8.5) of all the endogenous reflective constructs are above zero, thus confirming

predictive relevance on the endogenous constructs.

% As explained in Chapter 5, an endogenous construct is a construct that is being predicted (explained)
by other constructs (i.e. predictor construct).

*7" As explained in Chapter 5, a reflective construct is a construct that is modelled using conventional
wisdom; in the positivistic epistemology, which the researcher refers to as conventional wisdom, a
construct is believed to exist irrespective of the observer and that the measures are mere reflections
(manifestations) of the construct.
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Table 8.5: Predictive Relevance of Endogenous Reflective Constructs

Construct Q” value
Strategy 0.308
People 0.373
Processes 0.447
Client satisfaction 0.239
People Satisfaction 0.240
Donor Satisfaction 0.290
Organisational Infrastructure 0.255

Finally, the f 2and q2 effect sizes were examined for endogenous constructs that are
being predicted (explained) by multiple (two or more) constructs. In the researcher’s
hypothesised theoretical model (Figure 8.1), there are four such constructs: Processes,
People, Organisational Infrastructure, and Financial Health. The effect size f % in
relation to a predictor construct (independent variable) indicates the size of effect that
predictor construct has in predicting the endogenous construct, in terms of changing the
R? of the endogenous construct (details in Chapter Five). By the same token, effect size
g% indicates the size of effect that the predictor construct has in predicting the
endogenous construct, in terms of changing the Q? of the endogenous construct. In
terms of Cohen’s original classification of effect sizes (Cohen, 1988), f % and q2 values
0.02, 0.15, and 0.35 are taken as small, medium and large effect sizes respectively, for
the predictor construct under review. Table 8.6 depicts the effect sizes of the predictor
constructs that predict the four endogenous constructs mentioned earlier. It is evident
from the Table 8.6 that most of the f % and q2 effect sizes are close to (or exceed) a
medium effect size (= 0.15) and the ones that have smaller effect sizes are larger than
the 0.02 value, which is being regarded as the small effect size. Thus overall, the f 2 and
q2 effect sizes shown in Table 8.6 indicate that the predictors (independent variables)
associated with the hypothesised relationships are relevant (have a sizable effect), in a

statistical sense.
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Table 8.6: The Effect Sizes of the Predictors of the Relevant Endogenous Constructs

Response: Organisational .
Infrastructure Response: People
Predictor | f* Effect Size | q° Effect Size | f* Effect Size | q* Effect Size
Financial
Health 0.101 0.069 0.148 0.073
Strategy 0.085 0.057 0.102 0.056

Response: Processes

Predictor | f* Effect Size | g* Effect Size

People 0.579 0.277
Organisational 0214 0.145
Infrastructure

Response: Financial Health

Predictor | f* Effect Size | g* Effect Size

Mission Not applicable, being a

Strategy formative construct

As mentioned earlier, based on the parameter estimates (and their p values where
relevant) shown in Figure 8.1, all hypothesised relationships become statistically and
practically significant, based on the p values (<< 0.05) and the sizes of the path
coefficients (also the R? values) respectively. The fact that all path coefficients
(standardised structural regression coefficients) of the structural model being
significant, means that all ten hypotheses specified by the researcher (Figure 8.1) have
been supported by the data (the tenth hypothesis Hj has three subparts and as shown in
Figure 8.1, all three of them have been well supported by the data). Thus theoretical
validation of the PM model was completed within an Australasian nonprofit healthcare

context.

As regards the validity of the operational definitions of the 9 constructs of the model, as
mentioned earlier, 5 out of the 41 survey items (12%) were discarded on statistical
grounds. The researcher does not consider this as a serious issue, in the context of the
study. The researcher derived the operational definitions (the survey items in the
questionnaire) from a small sample study (qualitative data collection) and tried to

generalise these operational definitions across her sampling frame. Under this
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circumstance, it is not surprising that 12% of the survey items had to be deleted.
However, it is interesting to conduct more fieldwork to examine why certain key
measurement aspects are not generalisable across healthcare NPOs. For example, Q30
(staff training and creating a high performance work culture) was not supported by data,
as a performance measure of People. It could be quite possible that healthcare NPOs
that rely heavily on volunteer effort do not place human resource development high on
their agenda. Identifying why people work in NPOs as volunteers and what is required

for them to improve their performance, is beyond the scope of this study.

8.4. DISCUSSING THE RESULTS OF THE MAIN MODEL FROM A
THEORETICAL PERSPECTIVE

One of the most important outcomes of the study is adding clarity to the theory
underlying the BSC (the nonprofit version) through deductive reasoning. The BSC has
been criticised for lack of a unified theory (Anon, 2008; Kong, 2008; Nerreklit, 2000;
Williams & Lewis, 2008). The inventors of the BSC, Robert Kaplan and David Norton
asserted that causality, as far as the BSC is concerned, comes from the specific strategy
map (the linkages between the strategic objectives) of the organisation (Kaplan, 2008).
As the researcher found in her fieldwork (stage 1 data collection), strategic objectives
vary from organisation to organisation (also, some organisations were found to have
few strategic objectives while others were found to have several). While strategy maps
would be useful for individual organisations (as long as managers are able to develop
them) because these cause managers to view their organisation as a system, strategy
maps provide little insights for the generalisability of the BSC. In fairness to Kaplan
and Norton, they did acknowledge the theoretical and practical issues involving strategy
maps; as a remedy for these issues, Kaplan suggested that “one might even describe the
generic strategy map as a dumbed-down representation of causal linkages” to explain
the theoretical basis of the BSC (Kaplan, 2008, p. 1268). Also, in articulating the
nonprofit version of the BSC, Kaplan (2001) asserted that the strategy should be
quantified and measured. Similarly, he contended that the Mission of a NPO should be
“featured and measured” (p. 361); however, the BSC provides little guidance as to how

this could be accomplished. The researcher addressed these gaps in this study.
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By successfully examining the theoretical validity of the BSC to the nonprofit
healthcare sector, the researcher showed how to achieve the organisational Mission,
which results in satisfying the key stakeholders. The results validated the underlying
theory (presented as a series of hypotheses as depicted in Figure 8.1) that Stakeholder
Satisfaction results from managing the Processes efficiently and effectively by using the
organisational resources—specifically, the Financial Health, People, and Knowledge

Infrastructure, which are being driven by the organisational Strategy.

This study also brings clarity to the nonprofit BSC, because the researcher explains how
organisational Mission drives the Strategy (which in turn drives the system) to achieve
the stakeholder (Client, People, and the Donors) outcomes. Although the Mission has
been used in the nonprofit BSC to mean both the driver and the final outcome, the non-
profit BSC fails to answer what precisely the Mission represents (unless a strategy map
is juxtaposed upon the PM dimensions). The researcher has filled this gap through her
model, which is able to develop performance measures for the Mission itself as well as
the Strategy (details were given in Chapter Six). Measuring the Mission and Strategy
helps an organisation to improve the actual driving elements of performance

improvement, which in turn increases the ‘board accountability’ to the key stakeholders.

The greatest contribution the researcher makes to the existing body of knowledge, in
empirically validating her theoretical model, is that the researcher’s theoretical model
can be used as a tool to explain successful performance improvement (intervention) as
well as unsuccessful performance improvement. This is because the researcher’s
theoretical model explains how a NPO achieves Stakeholder Satisfaction, and thereby
the Mission. The research findings became even more valuable because it was found
that the explanatory constructs have high predictive relevance (explanatory power).
Another key theoretical contribution of the study is operationalisation of PM
dimensions. These operationalisations can be used by NPOs for self-assessment (e.g.
the quantitative questionnaire used in this study) or to design organisation specific

performance measures for each PM dimension (details in Chapter Six).
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8.5. DISCUSSING THE RESULTS ON THE MAIN MODEL FROM A
PRACTICAL PERSPECTIVE

The findings confirmed that the Mission drives both the Strategy (0.680) and the
Financial Health (0.381); the figures in parenthesis refer to the estimates of the
standardised structural regression coefficients. This implies the importance of the
Mission in strategic planning. The Mission is the starting point in strategic planning
(Bryson, 2011). As such, managers need to ensure that the Mission is subsumed in the
strategies being formulated. Further, the model implies that Strategy is fundamental to
organisational performance in that it is important to formulate the right strategies to
ensure that People are focused on delivering the Strategy. It is reasonable to assume
that the direct relationship between the Mission and the Financial Health would be
weaker in organisations that rely entirely on government funding, because the Mission
—> Financial Health link, as argued earlier (section 6.4.4), represent private donations
(philanthropy). This leads to an interesting consideration. There could be moderators
that affect the hypothesised causal relationships, which should be studied separately.
For example, for the link described above, the level of nongovernmental income
(donations and fees) could affect to what extent the Mission has a direct effect on the

Financial Health of a NPO.

The findings also suggest that the Strategy has a sizable positive effect on the following:
(a) Organisational Infrastructure (0.324), (b) People (0.282), and (c) the organisation’s
Financial Health (0.483). Of these three relationships, the latter being the strongest as
suggested by the standardised structural regression coefficients shown in parenthesis.
Thus, consolidating the financial position seems to be one of the key direct outcomes of
an effective Strategy of a healthcare NPO. Since the Organisational Infrastructure as
well as People include the strengths and weaknesses of the NPO’s capital—employees,
technology, skills, knowledge—that enable the NPO to carry out its processes
efficiently and effectively, it is justifiable that the Strategy has a sizable positive effect
on the said constructs (PM dimensions). This is because one role of the Strategy would
be to enhance the capital. Through the preceding fieldwork (the qualitative case study),
it was found that Australasian healthcare NPOs use their tacit knowledge (the
knowledge that the organisations assimilate over the course of its existence) to do things

better (i.e. improve processes). Human resources (People) are also a key resource for
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the NPOs (Laratta, 2010; Salamon & Anheier, 1997; Srikanthan & Dalrymple, 2003)
and the preceding fieldwork also found that NPOs do compete with the for-profit
organisations in attracting certain skilled people, hence the need to have an effective

strategy to attract such people.

In finding out how the Financial Health (which includes the cash inflows as well as cash
outflows, such as direct costs and overheads) works as an enabler in achieving
Stakeholder Satisfaction through Processes, it becomes clear from the estimates of the
standardised structural regression coefficients (Figure 8.1) that Financial Health has a
greater effect on Processes through People than through Organisational Infrastructure.
Needless to say, although NPOs are not profit oriented organisations, they nonetheless
have to have the financial infrastructure to continue serving their customers through its
People, by way of paying the employees (non-volunteers), meeting numerous
overheads, and enhancing organisational learning, through both People and the

Organisational Infrastructure (physical and information infrastructure).

In the model, in keeping with the systems perspective, the Processes act as a solitary
endogenous variable that predicts and explains Stakeholder Satisfaction (and thereby the
Mission). It becomes evident from the estimates of standardised structural regression
coefficients and the R® values (Figure 8.1) that satisfaction of all three stakeholder
groups (Clients, People, and Donors) are equally (approximately) strongly explained by
the Processes. This also seems to be consistent with the normative stakeholder theory,

which implies that no legitimate stakeholder should receive more priority than the other.

As regards process inputs, it seems from the standardised structural regression
coefficients that People have a stronger effect (0.566) on the Processes than the
Organisational Infrastructure does (0.343), which may reflect the intangible nature of
the service processes of healthcare NPOs. However, since Stakeholder Satisfaction was
operationalised in part by asking the respondents about the Processes that the NPO has
put in place to measure stakeholder satisfaction, it is possible that organisations that do
well in Processes also (to some extent) show up as doing well in satisfying the
stakeholders (and vice versa). This is an inherent limitation in a self-administered
survey. In designing the survey questionnaire, the researcher decided that it would be

more accurate to include some survey items that indirectly examine Stakeholder
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Satisfaction; the researcher sought responses for questions about Processes NPOs put in
place to measure Stakeholder Satisfaction, rather than relying solely on direct questions
on Stakeholder Satisfaction. In surveys, it is typical to include indirect questions (proxy
measures) instead of direct measures to obtain truer and more open responses from the

respondents (Fowler, 2013; Nardi, 2015).

The model and its associated parameter estimates (Figure 8.1) show to what extent the
Mission drives the system (through Strategy and Financial Health) to achieve mission-
related outcomes: Client Satisfaction, People Satisfaction, and Donor Satisfaction. The
Mission of any NPO is to create value for society (or any target group), by being both
efficient and effective in managing its Processes (McDonald, 2007). In fact, for NPOs,
Mission is the main reason for their existence (Kaplan, 2001). The model (more
technically, the measurement model) also operationalises the Mission; being able to
measure Mission is a significant practical contribution of the study. The social impact
is frequently used as a means to determine the extent to which a NPO creates value to
society (Dees, Anderson, & Wei-Skillern, 2004; Kaplan, 2001; Richmond, Mook, &
Jack, 2003). Clark, Rosenzweig, Long, and Olsen (2004) define social impact (social
return/social value creation) as “the portion of the total outcome that happened as a
result of the activity of an organisation, above and beyond what would have happened
anyway” (emphasis added). The researcher’s model, which takes a systems/process
perspective, agrees with this notion. This is because the researcher incorporated
operational descriptions for social impact (social profit) creation, under Mission (see
Chapter Six). The researcher observed that the corporate sector also put social impact
high on the agenda. For example, Emerson (2003) found that a number of corporate
CEOs emphasise the positive social impact created by their corporations, as a strategy

to increase the value of the corporation.

Since the researcher operationalised the constructs (PM dimensions) of her model (all
but the five questionnaire items were found to be valid), as mentioned earlier, these
operational descriptions/definitions can readily be used by a NPO to generate its own
performance measures (details were provided in Chapter Six). Unlike in the
researcher’s model, Mission and Strategy are not measured in the BSC directly. The

BSC measures performance further down the stream. The researcher believes that by
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being able to directly measure the Mission and the Strategy, NPOs can react to strategy

ineffectiveness more swiftly than otherwise.

8.5.1. Concluding Discussion on the Third Research Objective

In section 8.3.1, the overall goodness of fit of the model to the data was examined using
methods applicable to PLSBSEM; results indicated that the model, as a whole, fits the
data satisfactorily. Moreover, all of the hypothesised relationships in the structural
model were statistically significant and the dependent latent variables were well
explained by the independent (predictor) latent variables, in terms of R The third
research question (RQ3) asks: “How do the PM dimensions theoretically relate to one
another in explaining the achievement of strategic objectives of a NPO?” Through the
conceptual model and subsequent fieldwork (the case study involving qualitative data),
the researcher explained in the form of hypotheses how her PM dimensions
theoretically relate to one another in explaining the achievement of strategic objectives
of a NPO. In this chapter, the researcher showed that her model fits the data well and
that all her hypothesised relationships stay in contention (they were all statistically
significant, based on the p values). Therefore, through the results reported in this
chapter, the researcher reinforced her explanations of the proposed theoretical

relationships between PM dimensions to answer RQ3.

In addition, the results of the main model were discussed from theoretical and practical
perspectives in sections 8.4 and 8.5 respectively. With this, the researcher concludes
her discussion on the third research objective: to test the theoretical causal relationships
(i.e. the structural relationships) between BSC measurement domains and interpret the

results from a theoretical and practical perspective.

8.6. ANALYSING THE COUNTRY EFFECT ON THE HYPOTHESISED
RELATIONSHIPS

To people outside Australia and New Zealand, there is hardly any difference between
the two Tasman neighbours, in regard to people and social entities. However,
researchers (e.g. Avery, Everett, Finkelde, & Wallace, 1999; Felzensztein, Stringer,
Benson-Rea, & Freeman, 2014; Gandolfi, 2005; Trevor-Roberts, Ashkanasy, &
Kennedy, 2003) have attempted to identify differences between Australia and New
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Zealand on such factors as organisations, management practices, and behavioural
attributes of the leaders and their subordinates. Avery et al. (1999) show that New
Zealand leaders give more autonomy to their followers (subordinates) than their
Australian counterparts. Trevor-Roberts et al. (2003) hypothesised that although both
Australia and New Zealand are egalitarian societies, Australian leaders are more
assertive, individualistic, egotistical (confident and arrogant that they have done things
right), and adventurous (care less about rules) than their New Zealand counterparts.
Based on their survey data, the t tests for group differences were found to be small, but
statistically significant at 5% level. Gandolfi (2005) found that New Zealand senior
managers are more employee-centred than their Australian counterparts (albeit in
downsizing decisions). The generalisability of this study, however, is questionable
because the details of the case study (e.g. the number of participants, case study

protocol) were not reported.

Although descriptive statistics on the researcher’s survey data (Chapter Seven) did not
show significant mean differences between the two countries for most survey items, in
this section, the researcher examines to what extent country effect seems to moderate
(changes) the hypothesised relationships of her theoretical model (Figure 8.1), on the
strength of extant literature described above. However, because there is no strong
evidence in the literature to formulate a priori hypotheses on the nature of the country

effect for each relationship, the following twelve null hypotheses were posited.

Hci: Mission has an equal positive effect on Strategy in Australia as in New Zealand.
Hc,: Mission has an equal positive effect on Financial Health in Australia as in New
Zealand.

Hcs: Strategy has an equal positive effect on Financial Health in Australia as in New
Zealand.

Hc,: Strategy has an equal positive effect on Organisational Infrastructure in Australia
as in New Zealand.

Hcs: Financial Health has an equal positive effect on Organisational Infrastructure in
Australia as in New Zealand.

Hce: Strategy has an equal positive effect on People in Australia as in New Zealand.
Hc;: Financial Health has an equal positive effect on People in Australia as in New

Zealand.
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Hcg: Organisational Infrastructure has an equal positive effect on Processes in
Australia as in New Zealand.

Hcy: People have an equal positive effect on Processes in Australia as in New Zealand.
Hci0a: Processes have an equal positive effect on Client Satisfaction in Australia as in
New Zealand.

Hcion: Processes have an equal positive effect on People Satisfaction in Australia as in
New Zealand.

Hcio.: Processes have an equal positive effect on Donor Satisfaction in Australia as in

New Zealand.

The above hypotheses were tested using the same data set (n = 223) used to test the
main theoretical model. The Australian data (n = 117) and New Zealand data (n = 106)
were fitted to the main theoretical model separately, thus creating two statistical models,
to derive two sets of parameter estimates for each country. For ease of reference, these
two statistical models were named the Australian model (Figure 8.2) and the New

Zealand Model (Figure 8.3).

8.6.1. Results on the Australian Model

Prior to interpreting the parameter estimates (Figure 8.2), the researcher examined scale
reliability (Table 8.7) and construct validity (Table 8.8) information using the same
approach that was used earlier. The results in these two tables demonstrate reliability

and validity of the constructs that constitute the hypotheses, based on Australian data.

Table 8.7: Reliability Statistics of the Australian Model

Composite reliability

9

Construct Cronbach’s coefficient (p) AVE
Mission 0.69 0.81 0.52
Strategy 0.87 0.91 0.72
People 0.62 0.84 0.73
Organisational

Infrastructure 0.78 0.90 0.82
Processes 0.93 0.94 0.73
Client 0.83 0.90 0.67
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Construct Cronbach’s Comp05|.te. reliability AVE
coefficient (p)
Satisfaction
People
Satisfaction 0.80 0.86 0.56
Donor
Satisfaction 0.71 0.83 0.62

Table 8.8: Loading and Cross-Loading Information for the Australian Model to

Examine Construct Validity
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Figure 8.2: Parameter estimates in the Australian model

As shown in Figure 8.2, all path coefficients (standardised structural regression

coefficients) in the Australian model (Figure 8.2) but one (the path relationship:
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Financial Health — Organisational Infrastructure) appear significant. The reason for
appearance of a nonsignificant path was assumed to be the smaller sample size
(n=117). In any case, the R? values associated with the endogenous constructs indicate

the validity of the hypothesised structural relationships in the model.

8.6.2. Results on the New Zealand Model

The results in Table 8.9 and Table 8.10 demonstrate reliability and validity of the

constructs based on New Zealand data.

Table 8.9: Reliability Statistics of the New Zealand Model

Composite reliability

9

Construct Cronbach’s « coefficient (p) AVE
Mission 0.64 0.77 0.47
Strategy 0.84 0.89 0.68
People 0.48 0.79 0.66
Organisational

Infrastructure 0.69 0.86 0.75
Processes 0.91 0.93 0.69
Client

Satisfaction 0.82 0.88 0.66
People

Satisfaction 0.82 0.87 0.58
Donor

Satisfaction 0.63 0.80 0.58

243



Table 8.10: Loading and Cross-Loading Information for the New Zealand Model to

Examine Construct Validity
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Figure 8.3: Parameter estimates in the New Zealand model

As shown in Figure 8.3, all path coefficients (standardised structural regression
coefficients) in the New Zealand model (Figure 8.3) but one (the path relationship:
Strategy — Organisational Infrastructure) appear significant. Again, the reason for
appearance of a nonsignificant path was assumed to be the smaller sample size
(n=106). In any case, the R? values associated with the endogenous constructs indicate

the validity of the hypothesised structural relationships in the model.

8.6.3. Testing the Differences in Path Coefficients - the Australian Model versus
the New Zealand Model

Significance testing for differences in path coefficients (standardised structural
regression coefficients) for each hypothesised structural relationship (= 0 versus # 0) in
the two models (Figure 8.2 and Figure 8.3) enabled the researcher to test her twelve
hypotheses (Hc; through to HcCioc) on the country effect. The test statistic t for
difference for each hypothesised structural relationship was calculated (see equation
8.1) for significance testing under parametric assumptions, as prescribed in Rigdon,

Ringle, and Sarstedt (2010).
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_ kKaus-knz
t= (m-1)2+SE2 4, = [(n—1)2+SE2 7 1,1 (8.1)
(m+n-2) (m+n-2) m'n

Where k values (with country suffixes) represent the standardised structural regression
coefficients, SEs (with country suffixes) represent the standard errors, m and n represent
sample sizes for the Australian and New Zealand models respectively. The ‘degrees of
freedom’ of each test statistic (the t value calculated via equation 8.1 for each structural

relationship) is (m+ n -2).

Table 8.11 depicts the results on the twelve hypotheses on the differences in path
coefficients. It is evident from the p values corresponding to the t values for difference
in nine path relationships, that there is no evidence to reject the null hypothesis that
‘there is no difference in the path coefficients’, at 5% significance level (this is because,
p > 0.05). As such, these nine hypotheses are supported by data, in that the independent
(predictor) construct/s appears to have the same effect on the dependent construct
(response) for Australia as for New Zealand. For three path relationships however, this
was not the case (at 5% significance level)—the corresponding hypotheses being, Hcy,
Hcy, and Hejpa. The positive t values imply that path coefficients corresponding to these

three hypotheses are stronger for Australia.*®

Table 8.11: The Results on the Hypotheses

Test (2-tail) for difference | Hypothesis

Hypothesis Path Relationships in path coefficients supported?
t P

Hcy Mission — Strategy 0.441 0.660 Yes

Hc, Mission — Financial Health 2.582 0.011 No

Hcs Strategy — Financial Health 1.090 0.277 Yes
Strategy —

He, Org. Infrastructure 2.100 0.037 Ro
Financial Health —

Hes Org. Infrastructure 1577 0.116 Yes

Hcs Strategy — People 1.217 0.225 Yes

*¥ Strictly speaking, a one-tail t test for difference needs to be conducted.
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Test (2-tail) for difference | Hypothesis

Hypothesis Path Relationships in path coefficients supported?
t p
Hcy Financial Health — People 0.243 0.809 Yes
He Org. Infrastructure — 1.093 0276 Yes
Processes
Hcy People — Processes 0.150 0.881 Yes

Processes —
He1oa Client Satisfaction 2372 0.019 No

Processes —
Heao People Satisfaction 0.581 0.562 Yes

Processes —
Heoe Donor Satisfaction 0.987 0.325 Yes

The unsupported hypotheses are restated as follows:

Hc,: “Mission has an equal positive effect on the Financial Health in Australia as in

New Zealand”.

Hc,: “Strategy has an equal positive effect on the Organisational Infrastructure in

Australia as in New Zealand”.

Hcioa: “The Processes have an equal positive effect on Client Satisfaction in Australia

as in New Zealand”.

The implications of the unsupported hypotheses, which as mentioned above translate to
stronger path coefficients for Australia, are discussed in turn. However, the reader
should note that the differences in path coefficients for the two countries are small (at
1% significance level the three hypotheses are supported, implying no difference), and
therefore, may not have profoundly significant practical implications. For the
convenience of the reader, the parameter estimates associated with the unsupported

hypotheses are shown in Table 8.12.
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Table 8.12: Parameters Associated With Unsupported Hypotheses

Path Associated with the Hypothesis Path Coefficient (direct effect)
(the mediator causing an indirect effect, if (the indirect effect through the
present, is shown in square parenthesis) mediator shown in parenthesis)
Australia New Zealand
Hc,: Mission - Financial Health 0.478 0.250
[Strategy] (0.726*0.426 = 0.309) | (0.687*0.578 = 0.397)
Hc,: Strategy = Organisational Infrastructure 0.493 0.190
[Financial Health] (0.426*0.190 = 0.081) | (0.578*0.513 = 0.297)
Hc10a: Processes = Client Satisfaction 0.802 0.577
[None] (not applicable) | (not applicable)

Hc,: Mission = Financial Health

As shown in Table 8.12, Mission has a stronger direct effect on the Financial Health for
Australian healthcare NPOs (0.478) than for New Zealand healthcare NPOs (0.250).
There is no such a significant difference in the indirect effect of Mission on the
Financial Health, through the mediator ‘Strategy’ (0.309 for Australia and 0.397 for
New Zealand). Therefore, it is clear that both the direct effect and the total effect (direct
effect + indirect effect) of Mission on the Financial Health are higher for Australian
NPOs than for New Zealand NPOs. The direct effect of Mission on the Financial
Health, as mentioned earlier, signifies the Mission’s attractiveness to draw private and
nongovernmental funding (Dolnicar, Irvine, & Lazarevski, 2008; Mount, 1996; Smith,
Cronley, & Barr, 2012). Therefore, the researcher revisited the funding profile (Chapter
Seven) of Australian healthcare NPOs and New Zealand healthcare NPOs separately.
As observed in Chapter Seven (Figure 7.8), the level of government funding in both
countries is similar. Also, the researcher was not able to attribute any other reason from
her analysis of descriptive statistics (Chapter Seven), for a high direct and total effect
for Australian healthcare NPOs. It could be possible that the observed increase is
spurious. For example, the Australian managers could be over-confident that they have
well-aligned Missions that can draw funding, when in fact there might not be any
special mission-activeness in Australian NPOs over New Zealand NPOs. In any case,
given the importance of the Financial Health to a NPO and the Mission’s potential to
improve it, separate research must be undertaken to identify why the Mission seems to
have a stronger direct and total effect on the Financial Health for Australian healthcare

NPOs than for New Zealand healthcare NPOs.
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Hc,: Strategy = Organisational Infrastructure

As shown in Table 8.12, Strategy has a stronger direct effect on Organisational
Infrastructure for Australian healthcare NPOs (0.493) than for New Zealand healthcare
NPOs (0.190). However, the indirect effect of Strategy on Organisational Infrastructure
(through the mediator Financial Health) is much less for Australian healthcare NPOs
(0.081) than for New Zealand healthcare NPOs (0.297). Due to this compensation, the
total effect of Strategy on Organisational Infrastructure is not substantially higher for
Australian healthcare NPOs (0.574, being 0.493 + 0.081) than for New Zealand
healthcare NPOs (0.487, being 0.190 + 0.297). However, the difference seems to be
nontrivial still, suggesting that the Strategy to Organisational Infrastructure relationship
is stronger for Australian healthcare NPOs than for New Zealand healthcare NPOs. One
possibility for this discrepancy could be the relatively larger size of Australian
healthcare NPOs, as shown in Chapter Seven (see Figure 7.9). A future study may be

undertaken to examine any discrepancies more closely.

Hci0a: Processes = Client Satisfaction

The relationship between Processes and Client Satisfaction is not mediated by a third
variable. The path coefficients depicted in Table 8.12 clearly show that Processes are
more strongly related to Client Satisfaction in Australian healthcare NPOs than in New
Zealand healthcare NPOs. This is also evident from the R? values associated with
Client Satisfaction, being 0.643 (square of the path coefficient 0.802) and 0.344 (square
of the path coefficient 0.577) for Australia and New Zealand respectively. This is
indeed a marked difference. In an ideal world, and all other things being equal, this
difference should be attributable to the greater efficiency and effectiveness of the
Processes of Australian healthcare NPOs, relative to New Zealand healthcare NPOs. If
this was the main reason for the difference, then it pays for senior managers in New
Zealand to learn from their Australian counterparts why and how the Australian
healthcare NPOs are performing better in satisfying the clients. It is important to note
that process efficiency and effectiveness could be a function of economies of scale, with
larger NPOs, mostly found in Australia (see Figure 7.9 in Chapter Seven), being able to
utilise their resources better in the production of client services (Folland, Goodman, &

Stano, 2007; McWilliams & Siegel, 2001).
249



The above said, it could be possible that Australian managers, as mentioned earlier, are
somewhat coloured by their convictions, in that they could be overconfident that they
have done things right (Trevor-Roberts et al., 2003). In designing future research to
identify why Australian healthcare NPOs are seemingly better at satisfying the clients (a
stronger Processes > Client Satisfaction relationship), care should be taken to eliminate
any spurious effect such as the size of the NPO (economies of scale). Obtaining

independent data on Client Satisfaction could be considered in a future study.

8.7. RESULTS AND DISCUSSION OF THE EMPIRICAL WEIGHTS FOR THE
PERFORMANCE DIMENSIONS

In this section, as mentioned in the chapter introduction, the researcher sets out and
discusses her results on the ancillary model (the development of this model was covered
in section 4.8, Chapter Four) to achieve her fourth research objective of determining
empirical weights for each performance dimension (and its subparts) to enable NPOs to
assess their overall (strategic) performance. As shown in Chapter Four (see Figure 4.7
for example), the Overall Performance Index (OPI) was constructed using 6 dimensions
and 13 sub-dimensions: 1. Mission (1.1 Social Profit, 1.2 Organisational and People
Excellence); 2. Strategy (2.1 Strategy Planning, 2.2 Strategy Implementation);
3. Capabilities and People Development (3.1 Organisational Infrastructure, 3.2 People);
4. Financial Health (4.1 Cost Reduction Initiatives, 4.2 Revenue Increasing Initiatives)
5. Processes (5.1 Knowledge Management and Continuous Improvement, 5.2 Process
Design); and 6. Stakeholder Satisfaction (6.1 Client Satisfaction, 6.2 People

Satisfaction, 6.3 Donor Satisfaction).

The results in this section are limited to parameter estimates of the ancillary model.
Like in any other structural equation model, the quality of the ancillary model needs to
be assessed before model parameters could be interpreted. Appendix E shows the
results on ‘scale reliability’ and ‘construct validity’, using the exact same criteria that
were used to assess the quality of the researcher’s main model. Results in Appendix E
indicate that the quality of the ancillary model is satisfactory for the purpose of

interpreting parameter estimates.
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Figure 8.4: The hierarchical model on overall performance

As mentioned in section 4.8, testing the ancillary model and expressing the OPI as a
weighted linear combination of the constructs was accomplished by analysing the
regression coefficients (4;) estimated. Table 8.13 depicts the standardised regression

coefficients of the constructs and their subparts/items (also see Figure 8.4).

In establishing the scoring system, as mentioned earlier, 1000 points were assigned to
overall performance, to be consistent with scoring systems used in PM systems such as
the Baldrige Excellence Framework and the EFQM Excellence Model. The, 1000
points were apportioned across the six constructs (Figure 8.4) linearly, based on the
standardised regression coefficients (A;) estimated for respective constructs. Thus the

formula that was used to assign points to each construct is shown in equation 8.2 below.

6
Score for construct (measurement category) i=1000%* i/ Ji (8.2)

i=1

Once the score for each measurement category was determined, the category score was
apportioned across the respective measurement items (subparts) using the item weights
(wijj) estimated through the PLSBSEM procedure (Table 8.13), using a procedure similar
to what was used to apportion 1000 points across the six measurement categories.
Table 8.14 depicts the estimated scores for each category and measurement item, and
therefore, the scoring system to assess overall organisational performance. For the

convenience of the reader, the quantitative survey questionnaire items (survey

251



questions) that operationalise the constructs and their subparts are also shown in Table

8.14.

Table 8.13: Standardised Regression Coefficients of Constructs and Items

Constructs Standardised Regression Weights of the
(Measurement Categories) Coefficients (4;) Measurement Items (wj;)
Mission (i = 1) 0.140 (41) 0.783 | 0.902
Strategy (i = 2) 0.190 (A2) 094 | 0.929
82%’ei1ﬁzﬂtlt(‘fia3n)d People 0.158 (13) 0.884 | 0.853
Financial Health (i = 4) 0.180 (Aa) 0.894 | 0913
Processes (i = 5) 0.208 (4s) 0.959 | 0.961
Stakeholder Satisfaction (i = 6) 0.247 (4¢) 0.844 | 0.852 | 0.853

Table 8.14: The Summary Description of the Point Scoring System

Measurement Measurement Items Relevant Survey [Estimated Points
Categories (Subparts of the Construct) Questions Item |Category
1.1 Envisioning Social Profit QL, Q5 60
I Mission 1.2 Envisioning Organisational 125
Q9, Q13 65
and People Excellence
2.1 Strategic Planning Ql6,Q17 85
2. Strategy 170
2.2 Strategy Implementation Q24, Q18 85
3 Orgam‘s'at'lonal 3.1 Organisational Infrastructure| Q34, Q20 70
Capabilities 140
and People 5 5 po e Q29, Q19 70
Development
4 Financial 4.1 Cost Control Q2,Q15 80 60
Health 4.2 Cash Flow Increase Q3,Q12,Q14 80
5.1Continuous Improvement and
23, Q36, Q40 92 185
Knowledge Management Q23, Q36 Q
5.P
rocesses 5.2 Well Designed, Safe,
Efficient and Effective Q25, Q35, Q37 93
Processes
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Measurement Measurement Items Relevant Survey [Estimated Points
Categories (Subparts of the Construct) Questions Item |Category
6. Stakeholder ¢ ;.o Satisfaction Q6, Q8, Q26, Q32 72 | 220
Satisfaction
6.2 People Satisfaction Q7,Q21,Q28,Q33,Q41| 74
6.3 Donor Satisfaction Q11, Q22, Q27 74
Overall Performance 1000 1000

8.7.1. Discussion of Empirical Results on the Ancillary Model

Kaplan (2008) admitted that the BSC lacks an overall performance measure; in relation
to the for-profit BSC, Kaplan opined that an overall performance measure should be an
unbiased/balanced measure that can be used by shareholders for “executive
compensation”. Similar reasoning can be given for an overall performance measure for
NPOs, for the purpose of funding, governance, and accountability. This is because
major donors would be more concerned about the overall performance of their recipient
organisation, because the overall performance is a better indicator of the long-term
performance of a NPO than a single measurement category such as Financial Health
(Herman & Renz, 2004; Ritchie & Kolodinsky, 2003). One of the most important
practitioner related outcomes associated with developing and testing the ancillary model
is the introduction of the scoring system for NPOs. Since the performance measures of
a nonprofit BSC are unweighted, the BSC fails to explain how the measures, as a whole,
indicate how the organisation is progressing overall, in implementing its strategies. For
a NPO, this means that key donors (especially the government) are unable to gauge
easily how the leadership (the board of directors) is performing, to link funding to
performance. In keeping with “statistical thinking” (Hoerl & Snee, 2012), consolidating
(aggregating) each performance measure in a PM system on a rational basis, to
constitute an aggregate measure on performance (e.g. performance in the Strategy,
Overall Performance) will filter measurement error and common cause variation
(noise). As an example, a score related to a particular survey question on Strategy (say
Q16), is more prone to noise than an aggregated score for Strategy, which represents
five survey questions (see Appendix C). This is not to undermine the fact that managers
need to be able to distinguish random variation (as indicated by an individual

performance measure) from special cause variation, through statistical literacy.

253




Statistical process control tools such as run charts and control charts should not be

overlooked in performance monitoring.

The scores in Table 8.14 suggest that some constructs are more important than others.
For example, the final construct Stakeholder Satisfaction carries a weight (regression
coefficient) of 0.247, but Mission, which is the driver of performance (in the context of
the researcher’s main model), carries a weight of only 0.140. Thus, when empirically
distributing the total score (weight) of 1000 points allotted to the OPI, Stakeholder
Satisfaction gets 220 points but Mission gets only 125 points (empirical weights of all
PM dimensions and their subparts are given in Table 8.14). From a practical
perspective, the differences in empirical weights (hence the scores) estimated for the
constructs can be attributed to the breadth and depth covered in the constructs. For
example, it becomes clear from Table 8.14 that the number of survey questions assigned
to each construct differs considerably. Since Mission has a narrower domain (just four
survey items were required to cover Mission) than Stakeholder Satisfaction (as many as
twelve survey items were required to cover Stakeholder Satisfaction), it is reasonable to
believe that Mission would command less weight than Stakeholder Satisfaction, which
covers the satisfaction of three diverse groups of stakeholders. In addition, Stakeholder

Satisfaction itself covers achievement of the Mission.

Very little is known about causal factors that contribute to the success of NPOs.
Besides, there is substantial heterogeneity between NPOs. Under these circumstances,
use of alternative methods such as multi-criteria decision making techniques have
limited scope in developing a performance scoring system for NPOs. The researcher
believes that her approach of fitting a performance index model to empirical data
provides a useful and unbiased performance scoring system that NPOs can use as a
dashboard to monitor and improve their performance. One can also view the

researcher’s findings as further evidence of the robustness of the BSC.

The scoring system that the researcher developed is useful to NPOs for self-assessment
and performance improvement, because a scoring system keeps an organisation in
check. As described earlier, the researcher’s quantitative questionnaire can be used as
the starting point of self-assessing the score for each measurement item, category, and

overall performance (see Table 8.14). The reader should note that what is shown in
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Table 8.14 is an extremely condensed version of the questionnaire contents (the full
questionnaire is shown in Appendix C). One of the most important requirements in
self-assessment is to make a reliable assessment of each item being measured. The
reliability of assessment can be increased if the assessment can be made by the
management team, first individually, and then collectively, for moderation. It is well
known that self-assessment encourages continuous improvement, as it allows teamwork
in solving high-level (strategic) problems (Samuelsson & Nilsson, 2002). The
researcher’s scoring system is also useful for large donors such as government agencies
that provide substantial funding to NPOs. Large donors typically provide funding for
multiple beneficiaries, and the scoring system can be used to monitor the relative
performance (i.e. comparative benchmarking) of their beneficiaries. Moreover, a
scoring system will also force NPOs to become more accountable to their key

stakeholders.

The researcher believes that the scoring system that she developed and the
accompanying self-assessment questionnaire would help NPOs, because her work is
based on empirical research, rather than universal prescriptions. As such, the basis of
the findings is the researcher’s theory on nonprofit performance and confirmation by the
data, collected from a large number of NPOs in Australasia (albeit in healthcare).
Within a PLSBSEM framework, the researcher’s measurement model fitted the data
well—the AVE values of the measurement categories were high (see Appendix E).
Besides, in PLSBSEM, the variability of the second order construct (in the researcher’s
case, the OPI) is fully explained by its first order constructs (Chin, 1998; Hair et al.,
2014). This basically means that the researcher’s results will be generalisable, although

there will be exceptions (outlier organisations).
Having determined the empirical weights for each performance dimension (and its

subparts) to enable NPOs to assess their overall strategic performance, the researcher

has demonstrated that she has achieved her fourth research objective.
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8.8. IMPLICATIONS FOR MANAGEMENT PRACTICE AND
PERFORMANCE MEASUREMENT

The researcher’s PM system (the main model, the ancillary model and the
operationalisation of the constructs) helps managers of NPOs to align Mission, Strategy,
Strategic Resources (People and the Organisational Infrastructure) and Processes to
achieve the Missions of their NPOs, by being able to satisfy the key Stakeholders
(Clients, People and the Donors). This is because the PM system predicts and explains
how Mission and Strategy drives the system (Strategic Resources and the Processes) to
deliver Mission-related outputs and outcomes (researcher’s main model). The
researcher defined the constructs of her main model nominally as well as operationally.
The researcher’s main model contains nine constructs: Mission, Strategy (the two
drivers that drive the strategic resources); Financial Health, People, Organisational
Infrastructure (the three Strategic Resources that drive the Processes); Processes; Client
Satisfaction, People Satisfaction, Donor Satisfaction (the three multifaceted outcomes of
the Processes). The researcher’s models (the main model and the ancillary model) have
implications for management practice on two fronts.  The first is on the
operationalisation of the constructs (PM dimensions) and the second is on predicting

and explaining how performance can be improved. These are discussed below.

8.8.1. Operationalisation of the Constructs

Operationalisation of the two drivers Mission and Strategy are very important for NPOs.
In articulating the theoretical basis of the nonprofit BSC, Kaplan (2001) asserted that
the Mission offers a sense of purpose of the NPO, and therefore, the Mission should be
the starting point in PM. This implies that if the Mission is linked poorly to the
Strategy, and the Strategy is not well deployed in the organisation, the outcomes
(satisfaction of the key Stakeholders and thereby, achieving the Mission) are not going
to be outstanding. However, the nonprofit BSC does not operationalise Mission and
Strategy. The researcher’s model, however, does. Since the researcher’s model
operationalises Mission (questionnaire items Q1, Q5, Q9 and Q13), senior managers in
NPOs can measure how well the Mission is being approached and deployed in their
organisations. In particular, managers can examine to what extent the Mission achieves
the following: (a) strives for effective social services (QIl), (b) strives to create

independence, dignity and opportunities for clients to improve their living (Q5), (c)
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creates service leadership (Q9), and (d) creates people development to service the
clients (Q13). The role of senior management in a NPO, as far as PM is concerned, is to
design appropriate performance measures that capture these requirements, given the

Mission.

Similar to Mission, since the researcher’s model does operationalise Strategy
(questionnaire items Q16, Q17, Q18, Q24 and Q39), senior managers in NPOs can
measure how well the Strategy is being approached and deployed in their organisations,
through appropriate performance measures. The operational definition of Strategy
emphasises the following: incorporating stakeholder needs in strategy formulation
(Q16), Ileadership engagement (Q17), partnering and collaboration in social
responsibility (Q24), strategic resource identification and creating the organisational
structure to implement strategies (Q18), and matching operating plans to employees to
motivate the employees (Q39). Again, the role of senior management in a NPO, as far
as PM is concerned, is to design appropriate performance measures that capture these
requirements. While the need to have strategies to motivate people was something that
was identified in the fieldwork (the case study), this is well supported in the literature.
Over four decades ago, in their seminal work on job enrichment, Hackman and Oldham
(1975) articulated the concept “experienced meaningfulness of work™: designing work
in such a way that employees know how their work contributes towards achieving
organisational goals. The researcher observes that this is still one of the key factors that
motivates people to perform (e.g. see May, Gilson, & Harter, 2004; Peng et al., 2016;
Woods & Sofat, 2013).

The researcher’s three constructs that deal with strategic resources, namely Financial
Health (operationalised via Q2, Q3, Q12, Q14, and Q15), People (operationalised via
Q19, Q29, Q30), and Organisational Infrastructure (operationalised via Q20 and Q34)
help senior managers to devise performance measures to examine how strategic
resources are being used in their organisation. One could contend that the strategic
resource constructs in the researcher’s main model are actually embedded in the BSC
(nonprofit version or otherwise), and therefore, there is nothing new in these resource
constructs. For example, People and Organisational Infrastructure constructs can be
amalgamated as Learning and Growth, for practical purposes. Although amalgamating

constructs to reduce the number of PM dimensions, makes the model simple, this would
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come at the expense of losing the explanatory power. The BSC needs the strategy map
to provide this explanatory power. Managers in NPOs can avoid the difficult task of
drawing strategy maps to identify causality between strategic objectives, by using the
researcher’s main model (Bisbe & Barrubes, 2012). Drawing strategy maps does not
directly help managers in determining performance measures, because according to the
BSC, performance measures eventually come from strategic objectives (the
performance measure makes the strategic objective measurable). Kaplan’s assertions
that (in a nonprofit context) Strategy and Mission should feature in the BSC and that
Mission should drive the Strategy are embedded in an organisation’s strategy map, but
not in the implied theoretical relationships between the BSC’s PM dimensions. In the
researcher’s main model, the operational definitions of constructs (all the constructs
including the resource constructs) help managers in designing the performance
measures, in conjunction with the strategic objectives; as explained earlier (see section
6.7.2 in Chapter Six), the strategic objectives play a role in translating the critical
success factors (CSFs) into key performance indicators (KPIs). For example, coming
back to Q2, the first aspect of Financial Health, the senior managers of a NPO can ask
for themselves: “what would be a good KPI that reflects our investments in IT to create

a paperless culture to improve productivity?”

Another important ‘operationalisation related implication’ of the researcher’s main
model to management practice is that her model uses separate constructs to directly
capture satisfaction of the key stakeholders: Clients, People, and Donors. This makes
Stakeholder Satisfaction measurement mandatory, and reminds managers that
eventually, the signal (feedback) to improve Processes (also to better utilise strategic
resources) originates from the stakeholders (more precisely the level of satisfaction of

the stakeholders).

8.8.2. Predicting and Explaining how Performance can be Improved

The prediction and explanation aspect embodied in the researcher’s main model, and its
implication for management practice, was partially explained earlier (section 8.4). That
is, because the model explains (through causal linkages) how a NPO achieves
Stakeholder Satisfaction, and thereby the Mission, it can be used as a tool to explain

successful performance improvement as well as unsuccessful performance
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improvement. The model can be used to provide a clear picture about how their
strategic objectives are conveyed and communicated throughout the organisation,
without having to use a strategy map. In a BSC framework, the strategy map
accomplishes this goal but the issue is that preparing a strategy map becomes a
monumental task (unless external consultants are invited to perform this task) for many
NPOs, especially in the case of identifying causal connections between strategic
objectives (Atkinson, 2006; Banker, Chang, & Pizzini, 2011; Bisbe & Barrubes, 2012).
In the researcher’s model, causality comes from her theory, and the theory lies outside

the scope of causal maps.

The second benefit of the strong causal emphasis in the researcher’s main model is that
it facilitates feedback. Needless to say, if A causes B, then if the performance of B is
low, then this sends feedback to managers that A should be improved to improve B.
Therefore, in the researcher’s main model (also see her conceptual model), feedback
flows from right to left, starting from Stakeholder Satisfaction. In essence, the feedback
mechanism provides information on whether or not the organisation achieves its
Mission, by satisfying its key stakeholders. Thus, managers can make the necessary
interventions on a regular basis, by improving the Processes (the causes of Stakeholder
Satisfaction). To improve the Processes, managers need to improve the Financial
Health, People, and the Organisational Infrastructure. To improve these strategic
resources, the organisation (system) has to be driven by its Mission, via an effective
Strategy. This is essentially what the causal links in the researcher’s main model and

the implied feedback mechanisms indicate.

The model also reminds managers that there are three key stakeholders in NPOs and
that each stakeholder has their own expectations (this is why three separate constructs
had to be used to measure Stakeholder Satisfaction). An organisation needs to design
its Processes based on what works best for each stakeholder (via stakeholder feedback),
rather than being too preoccupied by serving the community or the donors alone. The
main model emphasises the importance of employee skills (via the construct People)
and the information system (via the construct Organisational Infrastructure) to deliver
the stakeholder outcomes. For example, in understanding the clients’ expectations
about quality, an effective service organisation has to excel in its Processes, which in

turn requires employee training and an effective information system to enhance
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organisational learning (Argote, 2012; Levitt & March, 1988). The researcher’s main
model also shows the importance of the Financial Health of the NPO to execute its

Strategy, and the role Mission plays in improving Financial Health.

8.8.3. Implication of the Ancillary Model

One of the most important benefits of the researcher’s ancillary model is that it provides
a scoring system for managers to quickly evaluate how the organisation is performing in
each performance dimension (construct or category), as well as overall, without having
to use performance measures (KPIs). As argued by the researcher earlier, aggregation
of performance indicated by each performance measure is problematic.  The
researcher’s survey questionnaire (Appendix C) can be used to collect the quantitative
data, and the scoring system can be used to self-assess the performance of a NPO, in
order to identify areas for improvement. One of the most important aspects in a self-
assessment is to make an accurate assessment of each PM item being measured. The
researcher believes that her approach of fitting a performance index model to empirical
data provides a useful and unbiased performance scoring system that NPOs can use as a
dashboard to monitor and improve their performance. From a practical perspective, by
making an accurate assessment of each PM item, an organisation can get an idea about
their strengths and weaknesses. Moreover, donors such as the government agencies that
provide substantial funding to NPOs can use the scoring system to monitor the relative
performance of their beneficiaries. It is also valuable for organisations to plan their
future improvements and related strategies. A NPO can use the following 2-step
procedure to obtain a representative score for each PM item (sub-dimension), category

(dimension), and the overall performance.

Step 1: The chairperson (or their representative) of the NPO requests the senior
managers to individually respond to the questionnaire (no collusion allowed in
step 1) using the questionnaire provided (Appendix C); the managers need to
be advised that the score of a measurement item (the subpart or sub-dimension
of the measurement category) will be calculated by taking the arithmetic mean
of the questionnaire responses pertaining to each item. For example, if a
manager assigns a 6 (Agree) to Q1 and a 5 (Agree) to QS5 in the Likert scale

being used, the score given by the manager for item 1.1 “Envisioning Social
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Profit” should be taken as 5.5 (see Table 8.14). It is important that the

chairperson should also respond to the questionnaire.

Step 2:  The chairperson (or their representative) collects the responses and determines
the consensus score for each item, through a consultation process (a meeting
could be called to agree upon on the consensus score, as it is highly unlikely

that all managers would give the same rating to the same questionnaire item).

Once the consensus scores for all 13 items (sub-dimensions) have been determined,
these scores can be converted to points by linear scale transformation, using the
following logic: a consensus score of 1 (Strongly Disagree) equates 0 points and a
consensus score of 7 equates to the (maximum) points assigned to the item (see Table
8.14). Therefore, if the consensus score for an item is N (in the 1 to 7 Likert scale), and
the (maximum) points assigned to that item is M, the point score X for that item is given

by the following equation (Eq 8.3).

_ M
(-1

« (N —=1) (8.3)

To demonstrate the use of equation 8.3, say if the consensus score for item 1.1 is 5.5 (in
the 1 to 7 Likert scale), then the points score for item 1.1 would be 45 points, being
(60/6)* (5.5 - 1). Once the score for each item has been computed, managers can
calculate the scores for the measurement categories and the Overall Performance. The

Overall Performance score would be the sum of all 13 item scores.

The next step would be to place the Overall Performance score in perspective (i.e. grade
the score), much the same way as an academic performance is graded using a rational
criterion. As similar to the guidelines given by the advocates of excellence models (e.g.
Brown, 2013; EFQM, 2013), overall scores in the proximity of 100%, 75%, 50%, 25%,
and 0% can be interpreted as Outstanding, Very Good, Good, Poor, and Unfathomable
respectively. An overall score of 100% (1000 points) is impossible to achieve, and so is
achieving 0% (zero points); a no score implies that the organisation being evaluated has
no performance management system (Brown, 2013). According to Brown, 500 points

(50%) is considered as above average performance (though 50% is the nominal middle
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point), meaning that for a large number of organisations, scoring beyond 500 points is a
difficult proposition (i.e. more technically, median and mode < 500 points). Brown also
contends that an organisation that scores between 75% and 100% are often sufficient to
win “quality awards” at national level. Brown also asserts that an organisation that
scores below 250 points (25%) should consider radical improvements, involving
substantial change management interventions for better outcomes. The important
feature of the self-assessment process is that without any special training, managers can
evaluate the strategic performance of their organisation. It is important to note that the
score 1s just a number, indicating a performance gap; how this gap should be bridged is
a managerial decision; the researcher’s other contributions—the main model,
operational descriptions of the PM dimensions, and the CSFs in particular—could help

managers in bridging performance gaps.

The researcher cautions that an organisation should not spontaneously react to a low
item score in the survey, as long as it has scored well in the other items belonging to the
same category (see Table 8.14). This is because a low score can sometimes be a
consequence of incomplete information. For example, an organisation should not be
overly concerned if they score low in Q6, as long as it scores well in the remaining
questions under Stakeholder Satisfaction. Therefore, in general, category scores will be
more robust than item scores, which in turn will be more robust than a single survey

questionnaire item score.

It 1s important to note that the scoring system derived from the researcher’s ancillary
model for self-assessment should always be used in conjunction with the researcher’s
main model. This is because it is the main model that predicts and explains how
strategic objectives are achieved. In other words, the main model shows the causal
links between the PM dimensions. If the performance in one PM dimension is low, by
applying a causal-predictive logic, managers can identify what PM dimensions are
causing this low performance. For example, if a NPO is not performing well in the
Financial Health dimension, managers in that organisation will know that this has to do
with the Mission and Strategy, because it is these two PM dimensions that cause the
Financial Health (Figure 8.1). Managers should use appropriate performance measures
for each construct, using the operational descriptions and CSFs provided by the

researcher (see section 6.7.2 in Chapter Six), in conjunction with the strategic objectives
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of their organisation. The researcher does not insist that a NPO should have a
performance indicator to match each survey questionnaire item. The questionnaire
contained 41 survey items, of which Q4 should be excluded because it is the global
measure of Financial Health. In addition, Q10, Q30, Q31, Q38, and Q39 should also be
excluded due to reliability and validity reasons mentioned elsewhere. The remaining 35
questionnaire items become candidates for generating performance measures. Based on
the strategic objectives of the NPO, managers can combine some questionnaire items on

a rational basis to reduce the number of performance measures for their organisation.*’

In summary, the self-assessment method prescribed by the researcher (the scoring
system) and the main model will help a NPO to: (a) identify (or at least look for) best
practices for improvement, (b) identify the current trends in performance management
practices, (c) engage in benchmarking for planning, implementing and reviewing its
strategies, and (d) establish better stakeholder relationships to achieve the Mission.
With this, the researcher concludes her discussion on explaining how she achieved the
general research objective (i.e. developing guidelines for practitioners in NPOs to help

them assess the strategic performance of their organisations).

8.9. COMPARING THE RESEARCHER’S PM MODEL WITH THE
NONPROFIT BSC AND ORGANISATIONAL EXCELLENCE MODELS

Kaplan (2001) argues that a NPO should include its Mission in designing their
scorecard, since Mission reflects the long-term objectives of the NPO. The researcher’s
main model is consistent with Kaplan’s assertion. Both the nonprofit BSC and the
researcher’s model give top priority to organisational Mission since NPOs are mission
driven organisations; that is, Mission is the reason for the existence of NPOs and not
maximising the wealth (net benefits of future returns) of the shareholders, as in the case
of profit making organisations. In the nonprofit BSC, the Mission is posited to drive the
Strategy rather than the shareholder objectives (Kaplan, 2001), but neither the Mission
nor the Strategy is measured explicitly. In the researcher’s model, both Mission and
Strategy are explicitly measured. Essentially, the researcher’s main model is more
explicit on the nonprofit BSC’s notion that the Mission drives the organisational

Strategy, which in turn drives the system inputs: all the tangible and intangible

% The BSC envisages about 3 to 5 measures in each PM dimension, thus about 15 to 25 performance
measures in total (Lawrie & Cobbold, 2004).
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resources. The BSC labels these resources and Learning and Growth but the researcher
uses three PM dimensions to reflect an organisation’s human capital (the People
dimension), organisational capital (the Organisational Infrastructure dimension), and

the financial capital (the Financial Health dimension).

One of the prominent features of the current version of the BSC is the strategy map.
The strategy map shows how each strategic objective is causally related to one another
to achieve, in the case of a NPO, the Mission. Placing each strategic objective in the
appropriate BSC dimension and generating performance measures for each strategic
objective occurs as the strategy map is being developed. Kaplan (2008) argued that by
including the strategy map, the BSC becomes more directly involved in strategic
planning. Stated alternatively, Kaplan contends that the BSC becomes an important
consideration in strategic planning. While the researcher does not dispute this—and
also acknowledges that a strategy map promotes systems thinking—the literature review
(e.g. Banker et al., 2011; Bisbe & Barrubes, 2012) as well as her fieldwork (the case
study) found that designing strategic maps is very challenging and many NPOs do not
use them. A NPO could invite external consultants to help them in preparing a strategy
map and other requirements of the BSC, but there is no evidence to show that NPOs
actually use external consultants for this type of activity. The organisational culture and
financial pressures may prohibit most NPOs from hiring external consultants for
strategic-level activity. The researcher’s model avoids the use of a strategy map. As
argued by the researcher earlier, strategy maps do not directly help managers in
designing performance measures because performance measures come from the
strategic objectives, which in turn come from strategic planning. If the practitioners do
not use strategy maps in strategy planning, they become less useful. This is why a
generalisable theory linking PM dimensions (along with the operational definitions of

PM dimensions) was developed by the researcher (her main model) in the first place.

The literature shows that measuring success of NPOs is challenging, because success
should be captured through the satisfaction of stakeholders, including donors, staff,
volunteers, and clients who may have different expectations (Balser & McClusky, 2005;
Kendall & Knapp, 2000; Maclndoe & Barman, 2013). The researcher’s study
confirmed this. To accommodate the BSC framework for NPOs, Kaplan (2001)

expanded the definition of the customer (for the nonprofit BSC) to cover both donors as
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well as the clients of the organisation; achieving customer results (customer
satisfaction) was seen as achieving the Mission. The researcher’s PM model looks at
the Mission achievement through satisfaction of 3 key stakeholders: clients, employees,

and donors (the researcher developed measures for all three of them).

The researcher’s PM model shows the links between Mission, Strategy and the
remaining elements of the system (inputs, processes, and outputs). While the BSC
emphasises the importance of aligning organisational Mission with Strategy, which in
turn feeds (via the strategy maps) the remaining elements of the system embedded in the
PM dimensions, the BSC does not provide a clear causal connection between these
elements. Therefore, the researcher’s model can be considered as an extension of the
BSC for NPOs. The researcher’s PM model also plays the role of an organisational
performance theory, because it explains how the organisation adds value to the
community or the targeted group, since it measures Stakeholder Satisfaction (hence
mission achievement) by aligning the organisational Mission, Strategy, Resources
(Financial Health, People, and the Organisational Infrastructure) and Processes to one

another.

The BSC’s Internal Process perspective is operationalised through two sub-dimensions:
Critical Processes and Innovation Processes (Kaplan, 2001). Apart from these sub-
dimensions, the researcher’s PM model captures the third sub-dimension Continuous

Improvement, which reflects the incremental approach in the quality literature.

The BSC’s Learning and Growth perspective arises from two sub-dimensions: People
and Systems (Kaplan, 2001; Kaplan & Norton, 2004). The parallel concept embodied
in the researcher’s main model ‘Organisational Capability, Infrastructure, and People
Development’ (in the opinion of the researcher, this is a better representation of BSC’s
Learning and Growth perspective) is operationalised through two dimensions: People
and Organisational Infrastructure. All of the features of the researcher’s model
mentioned provide further evidence that the contributions of the researcher’s study

come from the extension of the nonprofit BSC.

The EFQM Excellence Model and the Baldrige Excellence Framework are the dominant

organisational excellence models (Al-Tabbaa et al., 2013; Grigg & Mann, 2008) used
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by organisations (NPOs included). Both excellence models emphasise the importance
of People and consider people as an Enabler of Results through process improvement
(Neely, 2007; NIST, 2015; Paton, 2003; Srikanthan & Dalrymple, 2003); thus these
models highlight the importance of employee contribution for organisational success
and sustainability (Al-Tabbaa et al., 2013; Neely, 2007). Similar to excellence models,
the researcher’s PM model also considers the people to be a major strength of the
organisation and highlights the importance of their development and satisfaction. One
difficulty that managers face in adopting excellence models in NPOs is the Customer
criterion. This criterion should be modified to ‘Stakeholders’, to be more applicable to

the sector (Al-Tabbaa et al., 2013).

A more apparent difference between the researcher’s PM model and the excellence
models is in the Driver. The researcher’s PM model posits the Mission as the driver of
performance. As mentioned earlier, the study was guided by the conceptual model, for
which the nonprofit BSC (Kaplan, 2001) provided a significant theoretical basis.
According to Kaplan, the strategy of a NPO is driven by the Mission, and without a
Mission, there is no such thing as a NPO. In contrast, the strategy of a profit making
organisation (e.g. growth, market share), according to Kaplan and those who embrace
the shareholder view, is driven by shareholder interests, which, the leadership is
supposed to safeguard—as their agents—implying that Leadership is the driver of a for-
profit organisation. The excellence models (originally developed for for-profit
organisations, but, later extended to NPOs) take the position that Leadership drives the
system to achieve the results (Collier & Evans, 2015), which is consistent with the for-
profit BSC. Closer examination of the operational descriptions of the Mission implies
that the researcher is also representing some aspects of Leadership under the label
Mission. For example, consider the fourth operational description of Mission and Core
Values: “...pursue leadership in what an NPO does to energise staff”. This is what
could be considered as “transformational leadership”, which is essential for
contemporary organisations (Bass, 1990; Haley, 2014). In his exhaustive review of PM
systems, Evans (2004) argued that the difference between the BSC and excellence
models is only in the semantics. Thus, proponents of excellence model can argue that
whether Leadership or Mission should be the driver of a NPO could be in the semantics.
Yet another difference between the researcher’s PM model and excellence models is in

the operational definitions and the points scoring system. Excellence models do not
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distinguish between for-profit and NPOs. They use the same constructs (PM
dimensions), same framework (theory), and same scoring system across for-profit and
NPOs. The researcher questioned the validity of this stance. The PM system developed
by the researcher is meant for NPOs only (however, the scoring system and the
operational descriptions of the constructs were derived from data collected from the

healthcare sector).

By comparing researcher’s model with the nonprofit BSC and excellence models, the

researcher has achieved her fifth research objective.

8.10. CHAPTER CONCLUSION

Arguably, this chapter is one of the most important chapters of the thesis, because it is
in this chapter that all research questions have been comprehensively answered (RQ1
through to RQ3 were partially answered in Chapter Six). In this chapter, the researcher
presented the test results of her main theoretical model and the ancillary model and
discussed these results from a theoretical and practical standpoint. In testing her main

theoretical model empirically, the researcher was able to achieve the following.

v Confirm the validity of the PM dimensions (constructs) of her model.

v Confirm the validity of the operational definitions of the PM dimensions.

v' Show that the twelve hypothesised relationships (these predict and explain
strategic performance of a NPO) were supported by the data.

Confirming the validity of the PM dimensions (section 8.2) demonstrated that the PM
dimensions in the integrated PM framework developed by the researcher, are valid.
This answered RQ1. Confirming the validity of the operational definitions of the PM
dimensions (developed through the qualitative study) demonstrated that these
operational definitions were supported by data.® This answered RQ2. Showing that
the twelve hypothesised relationships were supported by the data basically equates to
showing that the researcher’s hypotheses stay in contention. This in effect answered

RQ3. In addition, interpretation of the results on the hypothesised paths (more

% The exceptions are Q10, Q30, Q31, Q38 and Q39. These items should not be included in the
operationalisation of the constructs.
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technically the path coefficients) also provided further evidence of the validity of the

researcher’s main model.

Since RQ1, RQ2, and RQ3 are tied to the first research objective (Figure 8.5), and the
fact that the researcher answered these research questions comprehensively, means that
the researcher was able to achieve the first research objective successfully. Likewise,
since RQ3 is directly tied to the third research objective and the fact that the researcher
was able to answer this research question comprehensively, means that the researcher

was able to achieve the third research objective successfully.

Confirming the validity of the ancillary model (section 8.7) paved the way to estimate
the weights managers need to assign to each PM dimension and its subparts, in
assessing the overall strategic performance of their NPOs. This answered RQ4 and in
effect, the researcher was able to achieve the fourth research objective (Figure 8.5). In
discussing the practical aspects of the weights, the researcher explained how her scoring
system can be used by managers to improve the performance of their NPOs through
self-assessment, to identify strengths and weaknesses. Based on the scoring system and
the researcher’s main model, the researcher proposed guidelines for nonprofit
practitioners to assess the strategic performance of their organisations. Through this,
the researcher was able to achieve her general research objective. Finally, the
researcher achieved the fifth research objective based on the findings associated with
research objectives 1, 3 and 4 in conjunction with the literature (details in section 8.9;

also see Figure 8.5).
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Research Questions Answered

Research objectives Achieved

RQ1: What set of PM

dimensions constitute an

integrated PM system for NPOs?

Objective 1: To determine how the

RQ2: What are the operational

BSC’s  performance  dimensions

(domains) should be augmented and

 operationalised to predict and explain

the strategic performance of NPOs.

definitions  of  these PM E-

dimensions? i Objective 3: To test the theoretical
i causal relationships (i.e. the structural

RQ3: How do the PM i relationships) between BSC
i
i

dimensions theoretically relate to
one another in explaining the
achievement of

obiectives of a NPO?

strategic

measurement domains and interpret

RQ4: What weighing should

managers give to each PM
dimension and its subparts in
assessing the overall strategic

performance of a NPO?

the results from a theoretical and

practical perspective.

Objective 4: To determine empirical

weights for each  performance

dimension (and its subparts) to enable

NPOs to assess their overall strategic

performance.

Literature

Objective 5: To compare and contrast
the researcher’s PM framework with the
existing PM frameworks—in particular
the BSC, which enabled the researcher

to initiate her theory development.

é

General Objective: To develop guidelines for practitioners in NPOs to help

them to assess the strategic performance of their organisations.

Figure 8.5: Research questions answered and research objectives achieved

The next chapter (Chapter Nine), which is the final chapter of the thesis, provides a
summary of the research, explaining basis of the aims and objectives of the study and
how each objective was achieved. The new knowledge contribution and further research

directions are also covered in the final chapter.
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CHAPTER NINE

CONCLUSIONS AND RECOMMENDATIONS FOR
FURTHER RESEARCH

Diagnosis is not the end, but the beginning of practice.

Martin H. Fischer

9.1. INTRODUCTION

As highlighted by the researcher, the nonprofit sector is becoming an increasingly
important sector in a developed economy. The managers of nonprofit organisations
(NPOs) need effective performance measurement (PM) systems to manage their
organisations and be accountable to their key stakeholders. The existing PM systems
for NPOs, including the balanced scorecard (BSC), formed the basis of this study. The
study, more precisely the fieldwork, was confined to the nonprofit healthcare sector.
The aim of the research was to develop and test a generalisable PM system that could be
used by healthcare NPOs to assess their strategic performance. The knowledge gaps
identified through the literature review led the researcher to frame four research
questions linked to the research aim; the research questions corresponded to five
research objectives. The purpose of this chapter is to demonstrate how each research
question was answered, what transpired, and how each research objective was achieved,

highlighting directions for further research.

The rest of this chapter is organised as follows. Section 9.2 highlights the knowledge
gaps, the research questions and the objectives as well as the specific method that was
used to achieve the research objectives. Section 9.3 explains what was achieved (and
how) under each research objective. Section 9.4 justifies the original contribution (new
knowledge) of the study. Finally, section 9.6 highlights future research directions, in

the light of the limitations of the researcher’s study.
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9.2. KNOWLEDGE  GAPS, RESEARCH QUESTIONS, RESEARCH
OBJECTIVES, AND THE MIXED METHODS APPROACH

The literature review indicated that although the BSC provided a reasonable theoretical
basis on nonprofit performance management (see section 3.4.1) relative to other
process-based PM models, there are several knowledge gaps that can be filled within a
single research study. These gaps relate to both theory and the practice of the BSC in

the nonprofit sector.

9.2.1. The Basis for the Research Questions and Objectives

From a theoretical standpoint, the nonprofit BSC was found to be driven by shareholder
considerations rather than stakeholder considerations; exclusion of workforce outcomes
(particularly people satisfaction) as a performance dimension was found to be the most
notable omission on the stakeholder front. The BSC was also found to be lacking
clarity on implied causal relationships between its performance dimensions.”’ In
addition, the researcher found that the BSC fails to explain how the measures as a whole

indicate how an organisation is progressing overall, in implementing its strategies.

Having to formulate strategy maps to implement the BSC, lack of clarity on how
performance measures should be developed, limiting the number of PM dimensions to
four (or five when the Mission is also included) and limiting the number of performance
measures to a smaller number, were found to be the problems from a practitioners’

standpoint (details in section 3.6).

Having identified these knowledge gaps, the researcher proposed the following four

research questions (for details see section 3.6).

RQ1. What set of PM dimensions constitute an integrated PM system for NPOs?

RQ2. What are the operational definitions of these PM dimensions?

' As mentioned in Chapter One, the researcher uses the terms performance dimensions and PM
dimensions interchangeably. In the context of this study, these dimensions can also be treated as
constructs of the researcher’s theoretical model (Figure 9.2).

271



RQ3. How do the PM dimensions theoretically relate to one another in explaining the

achievement of strategic objectives of a NPO?

RQ4: What weighting should managers give to each PM dimension and its subparts in

assessing the overall strategic performance of a NPO?

Thus the overall research question of the study was:

What are the performance dimensions that underpin PM in a NPO and how
are these dimensions causally related?

The above research questions (these relate to the theory gaps related to the nonprofit
BSC) coupled with the practitioner related problems outlined above can be mapped to
the research objectives set out by the researcher (section 1.4.2 in Chapter One). For the

convenience of the reader, the research objectives are restated as follows.

Objective 1: To determine how the BSC’s performance dimensions (domains) should
be augmented and operationalised to predict and explain the strategic

performance of NPOs.

Objective 2: To develop a scientifically validated performance measurement
instrument to test the validity of the BSC’s performance dimensions (as

augmented).

Objective 3: To test the theoretical causal relationships (i.e. the structural relationships)
between BSC measurement domains and interpret the results from a

theoretical and practical perspective.

Objective 4: To determine empirical weights for each performance dimension (and its

subparts) to enable NPOs to assess their overall strategic performance.

Objective 5: To compare and contrast the researcher’s PM framework with the existing
PM frameworks—in particular the BSC, which enabled the researcher to

initiate her theory development.
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The general objective of the study was to develop guidelines for practitioners in NPOs

to help them to assess the strategic performance of their organisations.

9.2.2. The Mixed Methods Approach

Figure 9.1 depicts the logical flow of the research. This figure indicates the links
between the research questions and research objectives as well as the major links
between the nine chapters of this thesis. As depicted in Figure 9.1, the researcher used a
mixed methods approach (an exploratory sequential design) to achieve the research
objectives. The researcher derived a conceptual model from the extant literature to
underpin the nonprofit BSC’s proposition that the Mission of a NPO drives its strategy
to develop and deploy its Strategic Resources (Financial, People and the Infrastructure)
to enable its Processes to deliver outcomes to Clients and Donors. In finalising the
conceptual model, the researcher treated Clients, Donors and People as the key
stakeholders, whose needs need to be satisfied to achieve the Mission of a NPO (the
fieldwork validated this). The conceptual model (details in section 4.4 in Chapter Four)
formed the theoretical basis of data collection. Data collection consisted of a qualitative

phase (a case study) and a quantitative phase.

The qualitative phase involved nine nonprofit healthcare organisations (six from New
Zealand and three from Australia), each represented by a senior manager. The
researcher collected qualitative data (via a questionnaire followed up by an interview to
gain further information) on the constructs underpinning the conceptual model to: (a)
provide initial answers to RQ1, (b) answer RQ2 (although the quantitative study in the
subsequent phase provided further confirmation), and (c) posit a testable model to
answer RQ3. In effect, objectives 1 and 2 were achieved via the analysis of results

generated from the qualitative phase (see Figure 9.1).

The quantitative phase involved numerical data collected via a Likert type survey
questionnaire administered to a sample of nonprofit healthcare organisations across
New Zealand and Australia; the survey questionnaire was developed from the results
obtained from the qualitative study; that is, from the operational descriptions of the
constructs (PM dimensions) of the researcher’s final model. The survey data (n = 223)

enabled the researcher to test the theoretical models to answer RQ3 and RQ4 as well as
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address the remaining research objectives. The next section summarises how each

research objective was achieved.

274



SLT

mHOHQwQO SISA] AU} UaaM]2q SHUI[ AU} Se [[9M SB SIOAIIID _.DO [oJeasal pue wGOEmDS—u [OJB3Sal oY) UsoM1aq SHUI] Y [, :T'6 o4 3@. =

annalgo Jessusb syl +

G pue ¢ ‘¢ saAnslqo (yB13 481deyD)

uoIssnasIq 7% S)Nsay

(uanaes aa1dey))
s1e1s aAndiuosag

1
_
_
_
_
_
_

\

SEYNIRE] [ Te)

Apms  eanemuend

~

(an14 131deyD)
Sa|qeldeA juale]
Buinjonu| BullspoN
[e213SIIIS UO 84njeds)i]

y

(4no4 a81deyd)
ABojopoyra N

(om1 asrdey))

uone.aadQ 11j0aduoN
uo aanjeJall]

1X81U0D a1edyljesH
1joaduop ueisejeaIsny

—>

G aAnaslgo

({OdN ® Jo 9ouewiojrad o1393ens

¥ 8Anoslqo

[[eI2A0 oy Surssasse ur syredqns sy pue
uoISuWIp JAd Yoed 03} 9AI3 s1oSeuewr

pimoys  SunySwm ey pOYH

O
o
>
~—+
=
—~
0O<¢
> o
5=
B
= K
— o
UI1
= =
=
2 o
N—r
Py
@D
<.
D
=
N
—~~
Q3
D =
£
@D
[
oS
S o
D S5
N




9.3. FINDINGS FOR EACH RESEARCH OBJECTIVE

The conclusions of the findings under each research objective are as follows.

9.3.1. Findings on Objective 1

Objective 1: To determine how the BSC’s performance dimensions (domains)
should be augmented and operationalised to predict and explain the strategic

performance of NPOs.

Objective 1 was achieved successfully by answering the first research question (RQ1),
although findings on the next two research questions (RQ2 and RQ3) were also
indirectly used to achieve objective 1 (see Figure 9.1). The conceptual model
developed from the literature to underpin the nonprofit BSC consisted of six PM
constructs: Mission, Strategy, Economic Health, Organisational Capabilities and People
Development, Processes, and Stakeholder Satisfaction. The qualitative data—the
written responses provided by the respondents in nine case study NPOs plus the verbal
responses provided by them in the interviews—synthesis enabled the researcher to gain
a fuller understanding of the phenomenon being studied (understanding the theoretical
underpinnings of the nonprofit BSC), as well as operational descriptions of the
underlying constructs. The constructs of the refined model developed through the
qualitative study (Figure 9.2) are the PM dimensions that constitute an integrated PM
system for NPOs.

Financial Health

Client Satisfaction

Donor Satisfaction

Figure 9.2: The finalised theoretical model on strategic performance
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However, the validity of the constructs of the refined model (the final model) was tested
in the next phase through the quantitative study using the partial least squares based
structural equation modelling (PLSBSEM) approach. The theoretical model (Figure
9.2) was found to be a good fit to the data and the constructs were shown to pass the
psychometric tests on construct validity and scale reliability (details in section 8.3 in
Chapter Eight). For example, the operational descriptions/definitions of the constructs
(performance dimensions) were found to be empirically valid, in terms of the
convergent validity and discriminant validity (details in section 8.2 in Chapter Eight).
In nontechnical language, this means that the constructs have been operationalised
correctly. The implications of these findings were summarised later (section 9.3.3).
Based on the above evidence, the researcher argues that objective 1 has been achieved
by augmenting the nonprofit BSC into a testable theoretical model (Figure 9.2) via the
qualitative study and testing the validity of the model via the quantitative study.

9.3.2. Findings on Objective 2

Objective 2: To develop a scientifically validated performance measurement

instrument to test the validity of the BSC’s performance dimensions (as

augmented).

Needless to say, to develop a scientifically validated PM instrument to test the validity
of the BSC’s augmented PM dimensions (achieving objective 2), it becomes necessary
to operationalise the PM dimensions (answering RQ2). As mentioned earlier, the
qualitative study enabled the researcher to explore the rich information pertaining to the
researcher’s final model (Figure 9.2). As mentioned elsewhere (section 4.5.4 in Chapter
Four and section 6.3 in Chapter Six), the qualitative data were processed by coding and
analysing the data using the software ‘Interview Streamliner’. Through this exercise,
the researcher was able to identify the related qualitative information on each theme
(construct/domain/PM  dimension) and subtheme (sub-construct/subdomain/sub-
dimension) to isolate the operational descriptions for each construct (PM dimension) in
the final model. For the convenience of the reader, the operational descriptions of the

constructs provided in Chapter Six are reproduced in Table 9.1.
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Table 9.1: Operational Descriptions of Each PM Dimension

Mission

5. A NPO exists to achieve social outcomes; social profit should forefront

6. Improving the experience of the community should be highlighted in the
mission

7. Staff development should be highlighted in the mission

8. Need to pursue leadership in what a NPO does to energise staff

Strategy

6. Triple bottom line elements—donors, community, and the environment—
should be considered in strategy planning

7. Senior leadership involvement is important not only for strategy planning but
also for strategy implementation

8. Achieving social responsibility requires collaboration with key stakeholders,
pursuing continuous improvement

9. Organisational structure and resources are considered in strategy
implementation

10. In operational planning, work has to be mapped to people to motivate them to
perform

People
4.  Senior leadership’s capability gives strength to the organisation to drive its
processes

5. Decision making should be “business like”; “nonprofit” means non-profit
initiatively

6. Creating a high performance work culture is as important to a NPO as for a for-
profit organisation

Organisational Infrastructure

3. Information technology (IT) is vital for developing new services and
communicating with the stakeholders

4. Creating “brand awareness” and public awareness via the information system is
a critical organisational capability

Financial Health
7. Investing in IT/infrastructure strengths the financial position as this improves
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productivity, which in turn attracts funding

8. Cost reduction (direct costs and overheads) improves the financial position

9. Providing regular feedback to sources who provide funding increases the
chance of sustaining the funding

10. Relationships with stakeholders who provide funding is important for financial
sustainability

11. Innovation initiative development of new services attracts of new funding

Processes

9. Process improvement should be aimed at achieving better outcomes for donors;
utilising infrastructure, technology and materials

10. Process improvement should be aimed at achieving better outcomes for clients;
safe work processes are part of this

11. Operational strategies are as important as corporate level strategies

12. Support processes are part of continuous improvement

13. New product development should take into account the community and the
funder requirements

14. Processes should also include IT/technology development

15. Providing the resources and creating the right organisational structure is vital in
strategy implementation

16. The effectiveness of strategies need to be monitored and ineffective strategies
need to be replaced

Client Satisfaction

5. Intense service audits usually result in client satisfaction; sometimes donor
satisfaction also follows

6. Quality of life of clients’ needs to be measured/audited to assess and improve
their satisfaction

7. Association to Client feedback on the services results in their satisfaction

8. Client satisfaction needs to be measured regularly

People Satisfaction

7. Paid employees should be remunerated appropriately

8. Training improves employees’ satisfaction

9. Volunteer development programmes must not be overlooked

10. Communicating strategic business plans to staff motivate them intrinsically
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11. Staff satisfaction need to be measured regularly

12. Recognition of employees and volunteers improves their motivation and

satisfaction

Donor Satisfaction
4. Processes designed around client needs usually result in client satisfaction,

which ultimately results in donor satisfaction

5. Developing new service models results in donor satisfaction (because this

usually results in client satisfaction)

6. Fulfilment of social responsibility requires collaboration with other

organisations

The operational descriptions were then transformed into a self-administered survey
questionnaire (survey instrument) for quantitative data collection (see Appendix C for
the full questionnaire) to test the validity of the performance dimensions (constructs) of
the final model. The researcher then went on to further describe the scope of each
performance dimension (details in section 6.6 in Chapter Six) in the model and discuss
the implications of the findings in the qualitative phase of the study from a theoretical as
well as practical standpoint. A very important practical contribution of the qualitative
phase of the study is finding a set of critical success factors (CSFs) for each
performance dimension; a set of key performance indicators (KPIs) on each CSF was

also suggested by the researcher (see Table 6.6 in Chapter Six).

For these reasons, the researcher concludes that RQ2 has been answered and research

objective 2 has been successfully achieved.

9.3.3. Findings on Objective 3

Objective 3: To test the theoretical causal relationships (i.e. the structural
relationships) between BSC measurement domains and interpret the results from a

theoretical and practical perspective.

Objective 3 was achieved successfully by comprehensively answering the third research
question (RQ3), using quantitative data (the 223 survey responses). The respondents of

the quantitative study were senior managers representing a sample of healthcare NPOs
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in Australia and New Zealand (see Chapter Seven for the display of descriptive
statistics) and therefore, the data, which are of a strategic planning nature, can be treated
as reliable and trustworthy. The statistical analysis also showed that the data are
relatively free from common method bias (details in Chapter Eight). The quantitative

data tested the following hypotheses.

H1: Mission has a positive effect on Strategy.

H2: Mission has a positive effect on Financial Health.

H3: Strategy has a positive effect on the Financial Health.

H4: Strategy has a positive effect on Organisational Infrastructure.
HS5: Financial Health has a positive effect on Organisational Infrastructure.
Hé6: Strategy has a positive effect on People.

H7: Financial Health has a positive effect on People.

HS: Organisational Infrastructure has a positive effect on Processes.
H9: People have a positive effect on Processes.

H10a: Processes have a positive effect on Client Satisfaction.
H10b: Processes have a positive effect on People Satisfaction.

H10c: Processes have a positive effect on Donor Satisfaction.

For the convenience of the reader, the statistical analysis results involving the

hypothesised causal paths of the main model are reproduced in Figure 9.3.
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Financial Health

__ R'=0472

87" Client Satisfaction

R=0524

& -
0.740 People Satisfaction

 RP=0.547

Donor Satisfaction

Note™p < 0.001, “p<0.01

Figure 9.3: The structural relationships between constructs and parameter estimates

As evidenced from the parameter estimates shown in Figure 9.3, all the specified
hypotheses are supported by data. In addition, the results also indicate that the
hypothesised relationships are relatively strong. For example, H1 is supported by data
because the standardised path coefficient (structural regression coefficient)
corresponding to H1 (= 0.680) is statistically significant (p < 0.001). In addition, H1
implies a relatively strong relationship because 46.3% (R2 = 0.463) of the variability of
the Strategy is explained by the Mission.

The researcher highlighted that although the founder of the nonprofit BSC asserted that
the Strategy should be quantified and measured and that the Mission of a NPO should
be “featured and measured” (Kaplan, 2008, p. 361), the BSC does not provide direct
guidance as to how this could be accomplished (details in section 8.4 in Chapter Eight).
This is because, as argued by the researcher, the BSC places great emphasis on drawing
strategy maps (these maps explain how strategic objectives causally relate to achieve the
Mission), which in practice, is not tenable in most situations. The researcher argued
that her model directly addresses the difficulties of quantifying and measuring Strategy

and Mission because her model features these concepts as measurement domains.
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The practical implications of the parameter estimates were also discussed by the
researcher in detail (section 8.5 in Chapter Eight). The researcher argued that People
are more important for the Processes than the Organisational Infrastructure (a
standardised regression coefficient of 0.566 versus a standardised regression coefficient
0.343). On a similar vein, the researcher argued that the Financial Health is more
important for People management and development than for Organisational
Infrastructure management and development. The researcher also showed that the
Processes of a NPO seem to satisfy the three key stakeholders equally because the
standardised path coefficients and the R? values associated with Client Satisfaction,
People Satisfaction and Donor Satisfaction were not practically very different. This
also seems to be consistent with normative stakeholder theory, which implies that no

legitimate stakeholder should receive more priority than any other.

Thus the researcher concludes that her model was found to be acceptable both
theoretically (a good fit to the data) and practically (hypothesised relations between
constructs) within an Australasian nonprofit healthcare context and that the third

research objective were achieved satisfactorily.

9.3.4. Findings on Objective 4

Objective 4: To determine empirical weights for each performance dimension (and

its subparts) to enable NPOs to assess their overall strategic performance.

Objective 4 was achieved successfully by answering the fourth research question (RQ4).
First, a hierarchical measurement model containing the six constructs (reducing the nine
constructs of the main model to six constructs through rationalisation) was posited to
represent the Overall Performance of a NPO. The Overall Performance was represented
as an index named the Overall Performance Index (OPI) by linearly combining the six
predictor constructs via the corresponding standardised regression coefficients (see the
A; values shown in Figure 9.4). The six constructs (categories) were in turn represented
as a linear combination of their constituents (items) through the weight parameters wij,
as shown in Figure 9.4. The unknown parameters (A; and wij) were then estimated via
the PLSBSEM technique by fitting the hierarchical model to quantitative data that were

used to test the researcher’s main model (Figure 9.2). Since the parameter estimates
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were found to be statistically significant (p < 0.001) and consistent (> 0), the researcher
went on to convert the parameter estimates to nominal points by treating the overall
performance to be equal to 1000 points. The points (weights) thus estimated for each
performance dimension (category) and its subparts (items) are reproduced in Table 9.2

for the convenience of the reader (for details see section 8.7 in Chapter Eight).

Overall Performance Index (OP)

[1000]

Stakeholder Satisfaction

WIL

Lo J[12 J[an 22 ] [ J[ 52 J[a0 J[e2 J[ 5t ][ 52 [[er J[ 62 |[ 63 ]
[601 [65] [85] [85] [70] [70] [80] [80] [92] [93] [72] [741 74

Figure 9.4: The hierarchical model on overall performance

Table 9.2: The Point Scoring System

Measurement Measurement Items (Subparts Estimated Points
Categories of the Construct) Item | Category
1.1 Envisioning Social Profit 60
. Mission 1.2 Envisioning Organisational 65 125
and People Excellence
2.1 Strategic Planning 85
2. Strategy 170
2.2 Strategy Implementation 85
3. Organisational 3.1 Organisational Infrastructure 70
Capabilities and People 140
Development 3.2 People 70
4.1 Cost Control 80
4. Financial Health 160
4.2 Cash Flow Increase 80
5.1Continuous Improvement and
92
Knowledge Management
5. Processes 185

5.2 Well Designed, Safe, Efficient

: 93
and Effective Processes
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Measurement Measurement Items (Subparts Estimated Points
Categories of the Construct) Item | Category
6. Stakeholder Satisfaction 6.1 Client Satisfaction 72 220
6.2 People Satisfaction 74
6.3 Donor Satisfaction 74
Overall Performance 1000 1000

The researcher argued that her approach of fitting a performance index model to
empirical data provides a useful and unbiased performance scoring system that NPOs
can use as a dashboard to monitor and improve their performance. In addition, the
researcher showed that the government agencies and other major donors who provide
substantial funding to NPOs can use the scoring system to monitor the relative
performance of their beneficiaries. On the strength of these findings (more details in
section 8.7 in Chapter Eight), the researcher argues that RQ4 has been comprehensively

answered and thereby, the fourth research objective has been achieved satisfactorily.

9.3.5. Findings on Objective 5

Objective 5: To compare and contrast the researcher’s PM framework with the
existing PM frameworks—in particular the BSC, which enabled the researcher to

initiate her theory development.

Objective 5 was successfully achieved by the researcher by gaining knowledge in
answering the research questions. By synthesising the extant literature and answering
the research questions, the researcher was able to gain a full understanding of her model
to compare it with the existing PM frameworks, including the BSC (details in section
8.9 in Chapter Eight). A brief summary of the salient features of the researcher’s PM

model is given in this section.

In the researcher’s model, the Mission is posited to drive the Strategy and both Mission
and Strategy are explicitly featured and measured. The accessory that the BSC uses to
feature the Strategy and Mission (and also to ensure that the Mission drives the
Strategy) is the strategy map. The researcher’s model avoids the use of strategy maps.

The fieldwork as well as the literature indicated that drawing strategy maps is a difficult
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proposition for NPOs, and that in many instances, it is untenable to make strategy maps
a prerequisite for developing a PM system for NPOs. The researcher addressed this
problem by developing a generalisable theory from the nonprofit BSC; in the
researcher’s causal model (Figure 9.2), nine PM dimensions (constructs) are featured in
a causal predictive manner to explain the strategic performance of a NPO, whereas in
the BSC, the causal connections between the PM dimensions are (at best) implied.
Moreover, through fieldwork, the researcher was able to operationally describe/define
each PM dimension comprehensively. In addition, the operational descriptions of each
PM dimension were topped up with CSFs (and a sample of KPIs for each CSF) to make

the application of the researcher’s PM framework more user-friendly.

The researcher’s model makes stakeholder satisfaction more explicit; the model posits
that Processes result in Client Satisfaction, People Satisfaction, and Donor Satisfaction.
Unlike the BSC, the researcher’s model makes People Satisfaction (i.e. the satisfaction
of employees and volunteers gain from their work) an explicit performance outcome of
a NPO. The BSC values the intrinsic motivational needs of the People and that is why
Learning and Growth feature as the driver of Processes in the BSC. However, the BSC
does not make explicit checks and balances as to what extent People are actually
satisfied by their work. One can argue that the BSC does not preclude inclusion of
measures on people-related outcomes, such as employee turnover and occupational
health metrics, under the Learning and Growth dimension or the Internal Business
Processes dimension. However, the inclusion or exclusion of such metrics remains
entirely at the discretion of the user. Besides, inclusion of metrics on the satisfaction of
people under the Learning and Growth dimension or Internal Business Processes
dimension ignores the fact that satisfaction results from the organisational activities
(Processes) delivering value to the stakeholders. Thus the researcher argues that her
model is more aligned to the stakeholder view of corporate governance than the BSC.
The BSC has never been a model that fully aligns with stakeholder theory. In fact, as
shown by the researcher elsewhere, the regular BSC (the for-profit version) is aligned
with the shareholder view or at best, the instrumental view of stakeholders; the
nonprofit BSC, of course, downplays the emphasis on financial metrics, as creating
long-term shareholder value does not apply in a nonprofit context. However, in
augmenting the nonprofit BSC, the researcher ensured that she preserved the spirit of

the BSC in not trying to overemphasise stakeholder theory.
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The researcher also provides a wider definition on Processes than the BSC’s Internal
Business Processes dimension. This is because, in addition, the critical processes and
innovation processes (the two subdomains of the Internal Business Processes dimension
of the BSC), the researcher treats continuous improvement as an explicit subdomain in
operationalising the Processes. This brings the researcher’s nominal definition and the
operational definition of Processes more in line with contemporary quality management

theory.

The researcher observes that organisational excellence models such as the Baldrige
Framework and the EFQM Excellence Model take a similar stance on Stakeholders and
Processes as the researcher; however, these models are promulgated by their custodians
as universal solutions for organisations—a single theory (model) on performance
excellence and a single scoring system (weighting of performance dimensions and sub-
dimensions in determining the overall performance), no matter what the organisation is
(e.g. for-profit, government, or nonprofit). = The researcher sees performance
measurement in this fashion as treating PM models as ‘Lycra’. The researcher showed
that for-profit performance management and nonprofit performance management
diverge in some respects (e.g. what drives the system, what sets the strategies, and the

differences in the governance structures).

In summary, the researcher’s PM model shows clear links between the Mission,
Strategy and the remaining elements of the system (inputs, processes, and outputs),
which is not clearly delineated in the BSC. The researcher’s PM model also plays the
role of an organisational performance theory, because it explains how the organisation
adds value to the community or the targeted group, since it measures stakeholder
satisfaction (hence mission achievement) by aligning the organisational Mission,
Strategy, Resources (Financial Health, People, and the Organisational Infrastructure)
and Processes in a causal predictive manner; equally importantly, the researcher
validated her model empirically, for the populations to which then model is meant to be
generalisable (i.e. nonprofit healthcare organisations). Given these findings, the

researcher concludes that the fifth research objective has been achieved.
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9.3.6. Findings on the General Objective

General Objective: To develop guidelines for practitioners in NPOs to help them to

assess the strategic performance of their organisations.

Finally, the general research objective was achieved by the researcher by being able to
accomplish two primary tasks: (a) by developing CSFs for each PM dimension of the
researcher’s PM model to help managers develop KPIs for their own organisation, and
(b) by prescribing how the researcher’s quantitative survey questionnaire and the

scoring system can be used for strategic decision making.

In Chapter Six (see section 6.7.2 for details), the researcher showed that each
operational description that the researcher provided for each PM dimension of her
model, neatly translates into a CSF (thus 40 CSFs for the 40 operational descriptions
belonging to the 9 PM dimensions); this made generation of KPIs more straightforward
than through strategy maps, as prescribed in the BSC. In addition, the researcher
mentioned that the exemplar KPIs shown can also be used by managers, although the
researcher highlighted that the CSFs are more robust than the KPIs and therefore, it is
desirable for managers to develop their own KPIs from the CSFs given by the

researcher.

In Chapter Eight (see section 8.8.3 for details), the researcher showed how a NPO could
conduct a self-assessment to assess its strategic performance, using the researcher’s
quantitative questionnaire and the scoring system (see Table 9.2). The researcher
recommended several steps for nonprofit practitioners to follow to obtain a
representative score for each PM item in each PM dimension to assess the overall
strategic performance of their organisation. The researcher cautioned that an
organisation should not spontaneously react to a low item score as long as it has scored
well in the other items in the same category. This is because a low item score can
sometimes be a consequence of incomplete information. The researcher also
highlighted that because the scoring system (and thus by default, self-assessment
guidelines) has been derived from the researcher’s hierarchical model on overall
performance (Figure 9.4), which in turn is linked to the researcher’s main model (Figure

9.2), the self-assessment guidelines and the scoring system should always be used in
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conjunction with the researcher’s main model. It is the main model that predicts and

explains how strategic objectives are achieved.

9.4. JUSTIFYING THE ORIGINAL CONTRIBUTION

The theoretical and practical contribution of the study was stated at the beginning of this
thesis (section 1.6 in Chapter One). In the current section, the researcher justifies the

statements made earlier on the original contribution.

9.4.1. The Theoretical Contribution

The primary theoretical contribution of the study comes from the augmentation of the
theoretical underpinnings of the nonprofit BSC and testing the researcher’s model

empirically.

9.4.1.1. Theory Development

As mentioned elsewhere, the nonprofit BSC posits that the Mission of a NPO drives its
Strategy to develop and deploy its strategic resources (Financial, People and the
Infrastructure) to enable its Processes to deliver outcomes to Clients and Donors.
Although the nonprofit BSC contends that the Mission and Strategy should feature in
the BSC and that these should be quantified, neither the Mission nor the Strategy
appears as performance dimensions (constructs) in the scorecard. In the nonprofit BSC,
the Strategy is represented by the strategic objectives and the notion that the Mission
should drive the Strategy is embedded in the strategy map, which, in nonprofit
management, is a difficult causal diagram to construct (without hiring external
consultants). The researcher therefore represented the underlying theory of the
nonprofit BSC by incorporating Mission and Strategy as constructs (performance
dimensions) to circumvent the need for strategy maps. These are not the only new

constructs that the researcher added to improve the clarity of the nonprofit BSC.

The Learning and Growth dimension of the nonprofit BSC (the driver of the Process
dimension) was represented by the researcher as two separate dimensions—
Organisational Infrastructure and People—and the Financial Health was represented as
a dimension to reflect managerial action (cash inflow improvement interventions as well

as cost control interventions) that is required for the development and management of
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People and the Organisational Infrastructure. Stated alternatively, Organisational
Infrastructure and People serve as inputs to the Processes and the Financial Health
serves as the input to Organisational Infrastructure and People. On the other hand, the
researcher represented Donor Satisfaction as an outcome of the Processes. From the
fieldwork, the researcher identified three organisational initiatives that create an impact
on the Donors (see the three operational descriptions of Donor Satisfaction shown in
Table 9.1). A user of the nonprofit BSC may consider the Financial perspective
(dimension) of the BSC as a mixture of what the researcher defines as the Financial
Health dimension and Donor Satisfaction dimension (two related but separate
dimensions). Finally, the researcher highlights that Processes should deliver not only
outcomes for the Donors and the Clients but also or the People of the NPO, if they are
to achieve the Mission. The nonprofit BSC considers only the Donor outcomes (how
the organisation looks to its financial donors) and Client outcomes (how the
organisation looks to its clients) explicitly.  Development of the operational
descriptions/definitions for the constructs (performance dimensions) of the researcher’s
main theoretical model (Figure 9.2) for the nonprofit healthcare sector, and specifying
the causal hypotheses involving the performance dimensions are all part of new

knowledge.

Development of the hierarchical model (sometimes referred to as the ancillary model) to
capture the overall performance of a NPO and to explain how each performance
dimension and its subparts contribute to overall performance is also part of researcher’s

theory (new knowledge) development.

9.4.1.2. Theory Testing

Testing the researcher’s models (the main model and the ancillary model) through large
sample quantitative data (from the nonprofit healthcare sector) is the other important
theoretical contribution made by the researcher. This is unique because the study is the
first of its kind that attempts to examine the statistical generalisability of any PM
framework across the nonprofit sector in Australasia. The researcher’s causal
hypotheses (the main model) were well supported by the data and the unknown
statistical parameters estimated via the researcher’s ancillary model (Figure 9.4) enabled

the researcher to demonstrate to the academia that her ancillary model is tenable.
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In concluding section 9.4.1, the researcher justifies that her work contributes to the
growing body of literature on the adaptability of the BSC and helps academia to expand
their current knowledge on the theoretical basis of the BSC dimensions. The academic

publications that have resulted from the study so far, have been listed elsewhere.

9.4.2. The Practical Contribution

The study resulted in multiple practical contributions. Firstly, the researcher’s PM
framework (the main theoretical model) can be used as a tool by the practitioners to
understand or explain successful strategy implementation versus unsuccessful strategy
implementation. This is because the researcher’s PM framework explains how strategic
outcomes are caused. Secondly, the PM instrument (the quantitative questionnaire)
developed by the researcher to test her models can be used by the practitioners to self-
assess how their organisation is performing in each PM dimension. The numerical
information on overall performance generated from the PM instrument (i.e. performance
feedback) in conjunction with the scoring system developed by the researcher help
managers to take corrective action when needed. In addition, unlike the nonprofit BSC,
because the Mission and Strategy are directly measured in the researcher’s models,

nonprofit managers can react to strategy ineffectiveness more swiftly than otherwise.

The final practical contribution comes from the guidelines provided by the researcher on
how to use the researcher’s findings (e.g. the CSFs, the quantitative questionnaire and

the scoring system) to improve the strategic performance of a (healthcare) NPO.

9.5. METHODOLOGICAL LESSIONS LEARNT

The study resulted in exposing the researcher to several important methodological
aspects, which can be regarded as methodological lessons learnt from the research. For
the benefit of researchers conducting similar research, these are as follows.

» In survey research, timing of launching the questionnaire is very important.

» Although it is desirable to obtain responses from a wider net of respondents of

an organisation—top level managers, middle level managers, lower level
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managers and the frontline workers— awareness (or the lack of it) of strategic

issues limited the data collection to managers at the very highest level.

» It is necessary to make a compromise between what is ideal and what is possible

(the issue of using the Likert scale in PLSBSEM is a classic example).

» Top managers in the nonprofit sector are very responsive/supportive of research

pertaining their organisations; they do not seem to resist interviews.

» The researcher’s background has a significant impact on selecting the research

paradigm and the relevant methodology.

Some of the above points are elaborated briefly for clarity.

The researcher realised that collecting large sample data in the December to February
period is not ideal in Australia and New Zealand. This is due to the summer vacation in
the Southern Hemisphere during this period. Although the researcher did not postpone
data collection to March and beyond due to tighter timeframes, she had to nonetheless
collect additional data subsequently (see Figure 7.2) to make the sample size adequate.
Thus, in the end, there was no real advantage in launching the questionnaire in early
summer (late November/early December). If possible, large sample data collection
should be planned in the March to August (no later than September) period in the

Southern Hemisphere.

The researcher also learnt that it is necessary to make optimum (the best) decisions in
selecting the right research technique/s. For example, the Likert scale used in the
questionnaire is an ordinal scale (a Likert scale is always ordinal) but the researcher had
to treat that scale as ‘interval’ as other researchers do, in order to conduct PLSBSEM;
since there are no known PLSBSEM software packages that specifically handle ordinal
data, a justifiable approximation was needed. Under these circumstances, as prescribed
in the literature, ordering of response choices was carefully done (e.g. selecting the
meaningful midpoint “neither agree nor disagree”) to make the interval approximation

tenable.

292



Prior to undertaking the doctoral study, the researcher worked as a lecturer in
engineering mathematics and statistics in a leading university in Sri Lanka. In addition,
her prior postgraduate training was on financial mathematics. The researcher realised
that this background had a significant impact on shaping the research inquiry. In
retrospect, what the researcher has done was what positivism always advocates:
operationalise the concepts, formulate the hypotheses, and test the hypotheses (albeit

within a mixed platform).

9.6. LIMITATIONS AND FURTHER RESEARCH DIRECTIONS

Any good theory—even Newtonian physics—operates within a specific scope and a
boundary within which the theory is supposed to be generalisable; the characteristics
that define the scope and the boundaries of a theoretical contribution is known as the
delimitations. In addition, any study is associated with certain uncontrollable factors
that impose limitations to the study (some uncontrollable factors are negated through
assumptions). Several future research directions can be recognised, based on the

findings, limitations and delimitations of the research.

The generalisability of the findings of the study is restricted to the Australasian
nonprofit healthcare sector, because the researcher collected qualitative data (for
operationalisation of the constructs) and quantitative data (for theory testing and
parameter estimation) from that sector only. Also, the researcher assumed that there are
no situational factors (e.g. the between-country/cultural differences, sub-sector
differences, and the organisation size differences within the nonprofit healthcare sector)
that affect the hypothesised causal relationships (Figure 9.3) and the points scoring
system (Table 9.2) developed by the researcher. In reality, there may be situational
factors that affect (moderate) the researcher’s findings. Another limitation of the study
is that the researchers’ PM framework and the PM instrument could not be tested for
practical usability/validity in a longitudinal type of a study. Finally, the study does not
examine in any great detail - how the findings can be used in public sector performance

management. The future research directions therefore are as follows.
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9.6.1. Enhancing the Generalisability

The nonprofit sector is a very diverse/heterogeneous sector, which, for the purpose of
classification, has been divided into twelve main activity groups (the international
classification of NPOs), as shown in Chapter Two. There could be differences within
an activity group and, more so, between the activity groups, in regards to performance
management. Out of the twelve main activity groups, the researcher selected the
activity group “health” to set the context of the study. To enhance the generalisability
of the findings and to identify any sectorial differences (i.e. between activity group
differences) on performance management, future research may be undertaken to fit the
researcher’s models (the main model and the ancillary model) to data collected from

other activity groups and other countries within the Anglo-Saxon cultural cluster.

9.6.2. Studying Potential Moderating Effects

The researcher’s model does not consider any moderating factors that may affect the
theoretical relationships specified in her models. There could be situational factors that
could moderate the hypothesised relationships. Thus, further research may involve
identifying certain factors and their effects on the hypothesised relationships. The
moderating factors could be, as mentioned earlier, the size of the organisation (e.g.
medium versus large), the level of nongovernmental financial income (low versus high),
the proportion of paid employees (or volunteers), and the type of service (activity
group/subgroup could be used as a proxy). The moderation factors should be selected
cautiously because the model becomes more and more complex (e.g. theory testing

wise) as one adds each moderating factor.

9.6.3. A Longitudinal Study for Enhancing the Practical Usability

As mentioned earlier, due to resource constraints (mainly the time available), the
researchers’ project deliverables (PM framework, the PM instrument, and the scoring
system) could not be implemented in NPOs to test their practical usability. Thus future
research could be directed towards understanding what gains NPOs achieve by applying
the researcher’s practical contributions to achieve mission-related outcomes.
Performance measurement and management is a social process, and therefore the
attitudes and values of the People, Clients and the wider community can affect the

effectiveness of a PM system. Practical implementation of the researcher’s findings in a
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panel type study (a longitudinal study), helps other researchers to identify how best the
findings of this study work in practice, and what else is needed to make the findings

more useful to the practitioner.

9.6.4. Adapting to the Public Sector

Both the public sector and the nonprofit sector provide social goods. Typically, the PM
fraternity treat performance management in both sectors as being similar. However,
there are differences between the two sectors and this may mean that the findings of this
study could be less useful to the public sector. For example, the concept “charitable
giving” is not applicable to the public sector (under normal circumstances) and the
streams of revenue creation and the profile of people in the public sector could be quite
different from the nonprofit sector. Therefore, future studies may be directed towards

identifying the applicability of the researcher’s key findings to the public sector.
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APPENDIX A: THE SEMI-STRUCTURED QUESTIONNAIRE USED IN THE
CASE STUDY
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Performance Measurement in Australasian Nonprofit Healthcare Organisations: An Exploratory Survey

I'm writing to request your valuable input into my PhD research project. | am Ishani Soysa, a doctoral
student (PhD) from Massey University, Palmerston North. My supervisors are Dr. Nihal Jayamaha and
Asspciate Prof. Migel Grigg. My aim is to develop a performance measurement framework that can be
easily customised to suit individual non-profit healthcare organisations, given their missions, strategic
goals and objectives.

This guestionnaire is designed as a part of my research work, mainly aiming to gain insights about the
stakeholder environment, strategic goals and objectives and the organisational processes that are used
by community healthcare nonprofit organisations to deliver value to the stakeholders. Through this |
hope to develop a model that will be subsequently tested using survey data collected from Australian
and Mew Zealand nonprofit organisations ([community healthcare).

All the data collected from this questionnaire will be used for my PhD relseardn only and the anonymity of
the respondents and their organisations will be preserved at all times. Please look through the questions
carefully, and provide your responses as descriptively as you can, where necessary. Do please use the
additional blank pages (pages 7 and 8) that | have provided for your comments. | would greatly appreciate
your participation in my study. In return for the valuable data that you provide me by way of responding
to this guestionnaire, | will send you a copy of my final complete performance measurement instrument

and an executive summary of my interim findings.

This research is conducted in accordance with Massey University Human Ethics Committee guidelines on
low risk research. If you have any queries on completing the questionnaire do not hesitate to contact me.

| look forward to hearing from soon.

Thanking you,
Yours faithfully,
r-'r M _IE'u. . LE_
J
Ishani Soysa
Email: |.Soysa@Massey.ac.nz Tel: (06)3569099, Ext 85696
Te Kunenga School of Enginearing and Advanced TechnologyPivat Bag 11-222, Palmersion Nofn 4842 New Zasiand T +64 5 350 5526
ki Pirehuros F+54 5 350 5604 'WaW. MEaCIE
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Performance Measurement in Australasian Nonprofit Healthcare Organisations: An Exploratory Survey

Instruction for completing the survey and Key definitions

+  Answer each question by filling in the space provided.
+  Please type as many words as you need to (from question 4 onwards) in the space provided; the
sentences scroll upwards once the space is being populated.

. Please use the space provided in pages 8 and 9 for any additional comments that you would like to make.

Key definitions

Mission o A mission is the purpose of a company or organization, its reason for
existance. The mission statement should guide the actions of the organisation,
spell out its overall gozal, provide a path, and guide dedision-making. It provides
“the framework or context within which the company's strategies are

formulated.” It's like a goal for what the company wants to do for the world.

Vision - An aspirational description of what an organization would like to achieve or
accomplish in the mid-term or long-term future. It is intended to serves as a

clear guide for choosing current and future courses of action.

Stakeholders © A group, organisation, member or system that affects or can be affected by an
organisation's actions. Eg. Customers, Employees, Donors, Legislative

bodies, Community, etc.

Processes - An activity or set of activities that will accomplish a specific organisational

goal.

Performance The process of defining, monitoring, and using objective indicators of performance
Measurement: of the organisation and its programmes on a regular basis. It involves creating a simple,
but effective and efficient system for determining whether the organisation meet its

objectives.
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Performance Measurement in Australasian Nonprofit Healthcare Organisations: An Exploratory Survey

Part One: Basic Information and Background about You and Your Organisation

1. Towhich category mentioned below does your organisation belong to? Select only one category.

Hospitals and rehabilitation O Mursing homes O
Mental health and crisis intervention O Support and ancillary services O
Other health services O Please spacify ..o

2. How long has your organisation (including any predecessorys if applicable) been in operation?
Less than 5 years O

5 years to less thanl0 years O
10 years to less than 15 years O

15 years to less than 20 years O
More than 20 years O

3. What is your designation?

Director O CEDO Senior Executive o Other O

If other, Please specify e e

4. ‘What are the major responsibilities of your position?

5. How often do the senior organisational leadership (e.g. the board of directors) formally meet to

discuss/review major issues, strategy and policy?

1|Page

321



Part Two: Specific Questionnaire ltems
*

G (i) Do you have a formal mission statement? Yes O Mo O

(i} Ifyes, what is it?

*
7. Who are the major stakeholders of your organisation? Please mention them in rank order

with (i) being the highest rank (for equal priority use the word “and” to join more than one
stakeholder).

8. What does each stakeholder identified above expect from your organisation?

9. How do you take into account stakeholder expectations in your strategic planning processr

*See glossary

2|Page
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10. What progress do you want to 58 in your organisation in 5+ years' time?

11. What high level goals has your organisation established to ensure that it achieves its mission?

12. What strategic objectives has your organisation established in order to measurs/monitor
progress towards its high level goals? Attempt to list as many strategic objectives as necessary (it is not
uncommaon to have as many as ten or even more strategic objectives for an organisation, for

the purpose of performance monitoring).

3|Pa
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13. What specific strategies do you formulate and implement to ensure that your organisation
remains economically sustainable? In particular, how do you ensure that donorsfagencies

remain interested in providing funding to your organisation?

E
14. List the processes that your organisation has put in place to achieve each of the strategic

objectives that you identified in 12 and 13 above [List by each strategic objective)

Strategic objective Processes

Processzes_Row 8
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15. How does your organisation check/ensure that the strategies that it implements are effective?

16. How do you make your paid employees and volunteers aware that their efforts contribute 1o

achieving the strategic objectives of the organisation?

17. What are the strengths of your organisaion that enables it to achieve its strategic objectives?

B
L=}
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18. Are you currently using a performance measurement system 1o measure organisational
performance?

Yes O

Mo, but planning to use O
Mo, not planning to use O

If the answer to the above question is “yes" is it an in-house performance measurement system
or a published performance measurement system (e.g. the balanced score card invented by

Robert Kaplan and David Norton, the performance prism invented by Andy Meely)?

In house O

Published O please state the name of thesystemy
Other O please state the name of thesystem

19. What are the most important performance measures for your organisation? (List as many as

necessary)

20(iy Are you able to identify limitations in some of the performance measures [or the
performance measurement system as a whole) that you currently use?

Yes O HnO

(ii) [Ifyes, what are they?
Measure MNoticed Limitation
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Measure Moticed Limitation

21. How does your organisation fulfil its social responsibility?

22. How does your organisation verify/validate that it delivers the expected sodal impact to the

target community ? (e g. actual assessment of change in subjective quality of life over time)

| appreciate your time and effort in providing me the responses.

THANK ¥YOU FOR PARTICIPATING IN THIS STUDY.

If you are willing to participate in a face to face interview or a telephone interview (just in case
the researcher needs darification on some of the responses) which may take up to

1hour at most, please tick the box below to indicate your preferred mode of communication.

J|Page
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Additional Comments:
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APPENDIX B: INVITATION (EMAIL) TO PARTICIPANTS: QUANTITATIVE
QUESTIONNAIRE

MASSEY UNIVERSITY

COLLEGE OF SCIENCES
TE WAHANGA PUTAIAO

Dear Sir/Madam,

A Questionnaire to Better Understand the Performance Measurement Dimensions

for Australasian Nonprofit Healthcare Organisations

I am Mrs Ishani Soysa, a doctoral student (PhD) from Massey University, Palmerston
North, New Zealand. I’m writing to you because you are identified as a valuable person
who can provide me with important data for my PhD research project, by way of
responding to my questionnaire. The link to my questionnaire is shown at the end of this

email.

My aim is to develop and test a performance measurement framework that can be easily
adopted by nonprofit healthcare organisations, given their missions, strategic goals and
objectives. The questionnaire is a major component of my PhD as it collects data to test
my performance measurement framework empirically. I am collecting data from
directors and senior executives in Australia and New Zealand, who are responsible for

the governance of nonprofit healthcare organisations.

All the data collected from this questionnaire will be used for my PhD research only and
the anonymity of the respondents and their organisations will be preserved at all
times. This is why I am using Google Forms, which will ensure that I only receive the

responses, but not the details of the respondent.

I am more than happy to send an executive summary on the findings of this survey to
you. The executive summary will be ready by the end of the year (2015). Should you
require the executive summary, do not hesitate to contact me via email at your

convenience.
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This research is conducted in accordance with Massey University Human Ethics
Committee guidelines on low risk research. If you have any queries on completing the

questionnaire do not hesitate to contact me.

I would be grateful if you could support my research by way of responding to my

quantitative questionnaire, within the next 2 weeks.

Please visit the following link to response to the questionnaire.

https://docs.google.com/forms/d/11Cod411 MLcnmKBCGfbg-
V3ZVEhYRKUKmmGQqE16BZ8YA/viewform?usp=send form

Thanking you in advance for your support.

Yours faithfully,
Ishani Soysa

,gec{_gq o -2-8B
J

BSc (Hons), MSc (Hons)

Doctoral Researcher

School Of Engineering & Advanced Technology
Massey University

Email: L.Soysa@Massey.ac.nz

Tel: (06)3569099, Ext 85696

{‘5 MASSEY THEENGINE @

UNIVERSITY OF THE NEW L J
WP 7% EUmANSA K FCRANVRSA NEW ZEALAND @
UNIVERSITY OF NEW ZEALAND «

MASSEY UNIVERSITY - THE ENGINE OF THE NEW NEW ZEALAND

Neow Zealand is emerging with a new confidence on a global stage, As a country we have the desire,
innovation and creativity to take on the best the world has to offer. Through our students, staff and alumni,
Massey is the engine that is making a practical contribution to turning the wheels in this exciting new
chapter in New Zealand. http//www.engine.ac.nz
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APPENDIX C: THE ONLINE SURVEY QUESTIONNAIRE

A Questionnaire to Better Understand the Performance Measurement Dimensions for
Australasian Nonprofit Healthcare Organisations

All the data collected from this questionnaire will be used for my PhD research only and the
anonymity of the respondents and their organisations will be preserved at all times. This is why |
am using Google Forms, which will ensure that | only receive the responses, but not the details of
the respondent.

Please look through the questions carefully, and attempt to answer all the items. It will take about
25-30 minutes of your valuable time to answer all the questionnaire items. The questionnaire
consists of two parts. Part One of the questionnaire covers the general information about the
respondent and their organisation while Part Two covers 42 statements related to overall
organisational behaviour. | am seeking your level of agreement — which can range any where from
"strongly disagree (=1)" to "strongly agree (=7)", depending on your perception — to each of these
statements.

Part One: Basic information and background about you and your organisation

Please click only one box for each question below

1. Which category mentioned below does your organisation belong to?
i© Hospitals and rehabilitation

i) Mental health and crisis intervention

i© Mursing homes

i© Support and ancillary services

i@ Other:

2. How long has your organisation (including any predecessor/s if applicable) been in operation?
™ Lessthan 5years

™) 5years to less than10 years

i™ 10years to less than 15 years

™) 15years to less than 20 years

i) More than 20 years

3. What is your designation?
i Director

) CEO

i Senior Bxecutive

i@ Other:
4. In Which country does your organisation based?

i) Awustralia

™ Wew Zealand
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5. How familiar are you with performance measurement systems for strategic planning?
™ Wery Much
i@ Somewhat

i Very Little

6. Does your organisation use a performance measurement system for strategic planning and/ or
for performance monitoring?

& Yes
® No

@ Unsure

If you answered ‘no’ or ‘unsure’, go to question 8. If ‘yes’, go to question 7

7. If the answer to question 6 above is yes, for how long have you been using a performance
measurement system?

i@ More than 15 years
i@ 10to 15 years

i) 5to9years

) Lessthan 5years

i@ Mot applicable

8. How many paid employees work in your organisation?

9. Approximately what percentage of funding do you receive from the government and other
sources?

{Mote: Other category may include a variety of sources and total should equal to 100 Eg. Government - 60% and
Other - 40%)

Part Two: Questions relating to your Performance Measurement System

Please indicate your level of agreement by clicking the most appropriate box to each statement in this section (1=
Strongly disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neither disagree nor agree, 5 = Somewhat agree, 6 =
Agree, and 7 = Strongly agree)

1 We support and provide community and social services that effectively meet the needs of those
we serve.

1T 2 3 4 5 & 7

Strongly Disagree @ @ © @ @ @ @ Strongly Agree
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2. We invest in our infrastructure and IT.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ @ © @ @ Strongly Agree

3. We maintain good relationships with the key stakeholders (e.g. funders, contractors, sponsors,
and donors) from whom we get our eurrent and future revenue.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ © @ @ @ Strongly Agree

4. We organise projects to raise funds.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ © @ @ @ Strongly Agree

5. We strive to create independence, dignity and unlimited opportunities for our community (or
targeted group) to improve their living.

1 2 3 4 5 6 7

Strongly Disagree @ @ © @ © @ @ Strongly Agree

6. We attempt to measure the quality of life of our clients.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ © @ @ @ Strongly Agree

7. We use recognition schemes to reward our employees for their performance.

1 2 3 4 5 6 7

Strongly Disagree @ @ © @ © @ @ Strongly Agree

8. We review our services with our clients to collect their feedback

1 2 3 4 5 6 7

Strongly Disagree @ @ @ © @ @ @ Strongly Agree

333



9. Qur organisation is the recognised leader in all matters related to our targeted group.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

10. We evaluate and improve our processes continuously to achieve better outcomes for our
clients.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

11. We collaborate with other organisations to fulfil our social responsibility.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

12. We provide regular information and feedback to the key stakeholders from whom we get our
current revenue.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

13. We develop our staff to provide services to our clients efficiently and effectively.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

14. We are continuously innovating new services so as to create new contracts and new streams
of revenue.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

15. We constantly endeavour to reduce direct costs and overheads.

1T 2 3 4 5 & 7

Strongly Disagree @ & @ @ @ @ @ Strongly Agree
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16. Our strategies are formulated based on the requirements of the stakeholders, the
environment and the community needs.

1 2 3 4 5 & 7

Strongly Disagree @& @& @ & @ & & Strongly Agree

17. Our senior leadership team and the board of directors are significantly invelved in planning
the strategies for the organisation.

1 2 3 4 5 &6 7

Strongly Disagree @ @& @ & @& @& @ Strongly Agree

18. Our strategies are implemented by identifying the resources and the organisational structure
needed to implement our strategies.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ @ © @ @ Strongly Agree

19. Business oriented decision making, meaning outcome oriented decision making is important
for the sustainability of our organisation.

1 2 3 4 5 6 7

Strongly Disagree @& @ @ @ @& © @ Strongly Agree

20. “Brand awareness” and growing knowledge and interest of the public about the services
provided by our organisation is important for the sustainability of our organisation.

1 2 3 4 5 &6 7

Strongly Disagree @ @& @ & @& @& @ Strongly Agree

21. We provide fair remuneration to our employees.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ @ © @ @ Strongly Agree

22. We develop and implement new models of services.

1 2 3 4 5 & 7

Strongly Disagree @& @& @ & @ & & Strongly Agree
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23. We develop, review and update our strategies periodically based on stakeholder feedback,
and the state of the environment.

1T 2 3 4 5 6 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

24. We manage our partnering and collaboration processes thoroughly to ensure the achievement
of social responsibility.

1T 2 3 4 5 &6 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

25. We design our service delivery processes to satisfy our stakeholders’ requirements.

1T 2 3 4 5 6 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

26. We use internal and/or external audits to check the quality of services that we are offering.

1T 2 3 4 5 6 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

27. We design our work/services around the needs of the community or the targeted group.

1T 2 3 4 5 6 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

28. We invest in our employees regularly (e.g. Benefits, trainings, etc.).

1T 2 3 4 5 6 7

Strongly Disagree @ @ @© @© © @© @© Strongly Agree

29. The ability of the senior leadership team including the board of directors gives strength to our
organisation.

1T 2 3 4 5 6 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree
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30. We provide training to our staff to maintain a high performance work culture.

1T 2 3 4 5 & 7

Stn}ﬂgl}l‘ DiSEgrEE |:::| |:::| |:::| |:::| |:::| I:::I I:::I StrDrlghl'.ﬂ.grEE

31. We developed organisational infrastructure and technology to deliver quality services to our
clients.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @© @ @ @ Strongly Agree

32. We measure the satisfaction of our clients on regular basis.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @ @ @ @ Strongly Agree

33. We measure the satisfaction of our employees on regular basis.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ @© @ @ @ Strongly Agree

34. We have a fully integrated IT platform and/or a communiecation infrastructure.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @© @ @ @ Strongly Agree

35. Our strategies are implemented by identifying the key processes required to implement each
strategy.

1T 2 3 4 5 & 7

Strongly Disagree @ @ @ @© @ @ @ Strongly Agree

36. We develop, review and update our strategies periodically based on performance
measurement.

1 2 3 4 5 6 7

Strongly Disagree @ @ @ @© @ @ @ Strongly Agree
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37. Our key support processes such as HR, Finance, and IT support are designed to support the
key service processes.

1 2 3 4 5 & 7

Strongly Disagree @ @ © © © @ @ Strongly Agree

38. We hold staff workshops on strategic and business plans to get them inveolved in the business
affairs of our organisation.

1 2 3 4 5 6 7
Strongly Disagree @ @ @ @ @ @ @ Strongly Agree
39. Individual and deparimental operating plans are traced back to each employee to enable the

organisation and the employee see the link between his/her work and the strategic goals of the
organisation.

1T 2 3 4 5 & 7

Strongl‘_,f DiSagr&& |:::| |:::| |:::| |:::| |:::| |:::| I:::I Strongl}r.ﬁ.gree

40. We evaluate and improve our processes continuously to achieve better outcomes for our
funders, contractors, sponsors, and donors.

1 2 3 4 5 6 7

Strongly Disagree @ @ © © © @ @ Strongly Agree

41. We invest in the development of our volunteers.

1 2 3 4 5 6 7

Strongly Disagree @ @ © © © @ @ Strongly Agree

| appreciate your time and effort in providing me the responses.

THANK YOU FOR PARTICIPATING IN THIS STUDY.
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APPENDIX D: MASSEY UNIVERSITY HUMAN ETHICS APPROVAL - LOW RISK

o

MASSEY UNIVERSITY
TE KUNENGA KI FUREHUROA

3 Sepiember 2013

[shani Soysn
3288 College Street

West End
PALMERSTON MORTH 4410

Dear Ishani
He: Performance Measurement in Avustralasian Non-Profit Organisations
Thank yoo for your Low Risk Notification which was received on 12 Auwgost 2003,

Your project bas been recorded on the Low Risk Database which is repaned in the Annunl Repan of the Massey University
Fuman Frhics Commitiees.

The low nsk ootification for this project is valid for a maximum of three years.

Please notify me il siluations subsequently ocour which cause you (o reconsider your initial cthical analvsis that it is safe 1o
proceed without approval by one of the University's Human Ethics Commitiees,

Please note that travel underinken by studerts must be approved by the supervisor and the relevani Pre Vice-Chancellor and
be in accordance with the Policy and Procedures for Course-Relsted Student Travel Overseas. In addition, the supervisor
must advise the University's Insurance Officer.

A reminder W include the following statement on all public documents:

“Thix profect hos been evaiiaied by peer review and jedged to be fow risk. Conseguently, it has not been
reviewed by owe of the Universin's Human Eticy Commifiees.  The rexearcher(s) nomed above are
responsible for the ethical conduer of this research,

I vt feave aity conceris aboet the conduct of this research that you wish jo raise with someone other than e
researcliens), please condnct Profesior Jobe O°'Nedi, Dircctor (Resegrch Ethics), telephone 06 350 5249, e-
mail heemanethicsmassey.acnz”,

Flease note thai if a sponsoring organisation, funding authority or a journal in which you wish to publish requires evidence of
commitiee approval (with an approval member), you will have 1o provide a [ull application o oae of the University’s Human
Ethics ;‘A.h:umitlms. You should also node that such an approval can only be provided prios 10 the commencement of the
TESCANCTL

Yours sincerely
J O 'WAM

John G O'MNeill (Professor)
Chair, Homan Ethles Chalrs® Committee and
Director (Research Ethics)

co Dir Mihal Jayamaha Assoc Prof Migel Grigg
School of Engincering and Advanced Technology School of Engincering and Advanced Technology
PMN3AZL PFN321

Prof Don Cleland, HoS
School of Engineering and Advanced Technology
PN4SH

Accredited by the Health Research Councdl

Nesenrch Ethics Offlce

Wassay Unvmrsaty, Privabe Bag 11322, Palmerston Nonh 3042, New Teslend T «BUGI6055T5 +548 3505573 F +64 6 350 5622
E humanethicefrascerncn:  animalsthiceEmaseey s re  (eildmatgey 4c. 07 Winiw, MEESEYLAC. NT



APPENDIX E: QUALITY ASSESSMENT OF THE ANCILLARY MODEL

This appendix shows the results on ‘scale reliability’ (internal consistency reliability)
and ‘construct validity’ in respect of the constructs belonging to the ancillary model.

The results indicate that the constructs are reliable (in terms of internal consistency) and

valid (in terms of convergent and discriminant validities).

Table E1: The Reliability Statistics of the Constructs

Construct

AVE

Composite reliability

Cronbach’s ¢

coefficient (p)
Capability 0.75 0.86 0.67
Financial Health 0.82 0.90 0.78
Overall Performance Index 0.63 0.96 0.95
Mission 0.71 0.83 0.61
Stakeholder Satisfaction 0.72 0.89 0.81
Processes 0.92 0.96 0.91
Strategy 0.87 0.93 0.86

Observations: All AVE values > 0.50; all p values > 0.70 and all Cronbach’s o > 0.60;

Conclusion: The constructs (more technically, the scales) are reliable
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Table E2: Latent Variable Correlations for Discriminant Validity

. Financial .. Stakeholder

Construct | Capability Health Mission Satisfaction Processes | Strategy
Capability 0.87 0 0 0 0 0
Financial
Health 0.73 0.90 0 0 0 0
Mission 0.58 0.69 0.84 0 0 0
Stakeholder | ) ;¢ 0.80 0.76 0.85 0 0
Satisfaction
Processes 0.77 0.82 0.65 0.84 0.96 0
Strategy 0.73 0.75 0.70 0.75 0.79 0.93

Note: The diagonal elements represent the square root of the AVE values of the

constructs.

Observations: High values in the diagonal elements indicate convergent validity (these
figures show that the measures are highly correlated with their assigned construct) and
the pattern of correlations relative to the figure in the diagonal elements show that the
measures show discriminant validity, based on the “Fornell and Larcker criterion”

(Fornell & Larcker, 1981).

Conclusion: The measures seem to be producing valid constructs, based on the

“Fornell and Larcker Criterion” (Construct is being shown).
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Table E3: Loadings and Cross-Loadings for the Ancillary Model

First Oder Constructs

Sub-domains Financial Stakeholder

It ili issi KENOI

(Items) Capability Health Mission Satisfaction Processes | Strategy
People 0.88 0.68 0.55 0.67 0.72 0.67
Organisational 0.85 0.59 0.45 0.64 0.61 0.60
Infrastructure
Cost Reduction 0.62 0.89 0.56 0.66 0.74 0.64
Budget 0.71 0.91 0.69 0.77 0.74 0.71
Increase
Social Profit 0.34 0.44 0.78 0.52 0.44 0.47
Organisational
& People 0.60 0.70 0.90 0.74 0.64 0.69
Excellence
People 0.69 0.67 0.61 0.84 0.74 0.60
Satisfaction
Donor 0.67 0.71 0.68 0.85 0.71 0.75
Satisfaction
Client 0.57 0.65 0.64 0.85 0.68 0.56
Satisfaction
Process Design 0.74 0.78 0.60 0.78 0.96 0.74
Continuous 0.73 0.79 0.65 0.82 0.96 0.78
Improvement
Strategy 0.68 0.74 0.67 0.75 0.79 0.94
Implementation
Strategy 0.69 0.65 0.64 0.66 0.68 0.93
Planning

Observations: The lodgings are high (> 0.70), showing convergent validity; loadings > cross-

loadings, suggesting discriminant validity.

Conclusion: The measures seem to be poducing valid constructs based on observed

correlations (Construct Validity is being shown).

References:

Fornell, C., & Larcker, D. F. (1981). Evaluating structural equation models with
unobservable variables and measurement error. Journal of Marketing Research
18(1), 39-50.
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APPENDIX F: THE AUTHOR’S PUBLICATIONS RELATED TO
DOCTORAL RESEARCH: THE DRC 16 FORMS

DRC 16

MASSEY UNIVERSITY
GRADUATE RESEARCH SCHOOL

STATEMENT OF CONTRIBUTION
TO DOCTORAL THESIS CONTAINING PUBLICATIONS

{To appear at the end of each thesis chapter/section/appendix submittad as an article/paper or collected as
an appendix at the end of the thesis)

We, the candidate and the candidate’s Principal Supervisor, certify that all co-authors have
consented to their work being included in the thesis and they have accepted the candidate’s
contribution as indicated below in the Statement of Originality.

Name of Candidate: H_ IShani Buddika Soysa

Name/Title of Principal Supervisor: Dr Nihal Jayamaha

MName of Published Research Output and full reference:

Soysa, . B., Jayamaha, M. P., & Grigg, N. P. (2016b). Operationalising performance
dimensions for the Australasian nonprofit healthcare sector. TOM Joumnal, 28(6),
forthcoming.

In which Chapter is the Published Work: Chap‘tEr’ Six

Please indicate either:

* The percentage of the Published Work that was contributed by the candidate: 85%,
and / or

+ Describe the contribution that the candidate has made to the Published Work:

Lit review, methodology, entire fieldwork, results and discussion were solely candidate's
contributions; so is the writing; the first draft of the paper and revisions in the second round
of the review of the paper were done by the candidate. Supervisors (the coauthors) were
playing only a supporting role (e.g. methods verification, few tidying up work), as advisors.

Ishani Soysa &+ - 21 July 2016
Candidate's Signature Date

Mihal Jayamaha ----n--—-I T—}T— 21 Ju|'y’ 2016
Principal Supervisor's signature Date

GRS Version 3 16 September 2011
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MASSEY UNIVERSITY
GRADUATE RESEARCH SCHOOL

STATEMENT OF CONTRIBUTION
TO DOCTORAL THESIS CONTAINING PUBLICATIONS

(To appear at the end of each thesis chapter/section/appendix submitted as an article/paper or collected as
an appendix at the end of the thesis)

We, the candidate and the candidate’s Principal Supervisor, certify that all co-authors have
consented to their work being included in the thesis and they have accepted the candidate’s
contribution as indicated below in the Statement of Originality.

Name of Candidate: H. IShani Buddika Soysa

Name/Title of Principal Supervisor: Dr Nihal Jayamaha
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Nigel Peter Grigg
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Abstract

Purpose - The purpose of this paper i to develop a performance measurement (PM) framework for
Auvstralasian nonprofit organtsatons (NFPOs) involved in healthcare, and operational descriptions for
each PM dimension within this framework.
Design/methodologyviapproach — Lierature relating o the balanced smrecard and ather PM
frameworls was examined to develop an initial conceptual mode, and this model was substantially
improved by collecting qualitative data from nine Australian and New Zealand healthcare NPOs uzing
a case study approach.

indings - The study identifies nine causally related PM dimensions: mission, stratepy, organisaticnal
capahilities, infrastructure and people development (people and infor mation), financial health, processes,
and stakeholder satisfaction (dients, people, and donors) The study also recormised that *Mesion” and
“Strategy™ should be PM dimensions and that healtheare NPOs should fomis on satisfying its people, not
anly donors and clienta Additionally, 41 operational desaiptions are developed for each of these
dimen=ions and can enable detaled PM items to be derived by organisations
Originality/valae — The sudy is the firat study that has been undertalien to develop a PM frameworl
for the Australasian NPOe to a levd that it can be readily used by the practitioners (following
custamization to their own spedfic context). The developed mode alan serves as a basiz for futire
quantitative academic research aimed at testing and empirical validation of the conceptal modd.

Keywords Performance meazurement, Case study, Balanced scorecard, Monprofit sector
Paper type Besearch paper

1. Introduction

All organisations exist to achieve certain high-level objectives. In the case of nonprofit
organisation (NPO), most of the objectives relate to serving the target communities to
make some positive impact on them. No matier to which sector an organisation belongs
{for-profit, public, nonprofit), it needs to measure how it i3 performing in achieving its
sirategic objectives (Douglas of al, 2010, Frver ef aol, 2007) A performance
measurement (PM) system can be defined as a “set of metrics used to quantify both the
efficiency and effectiveness of actions” implemented to achieve the sirategic goals of an
organisation MNeely f al, 2006, p. 1229). The theoretical framework of a FM system
facilitates the generation of performance metrics along predefined measurement
dimensions. For each PM dimension, managers need to determine the appropriate set of
measures to gauge the organisational performance (Kennerley and Meely, 2002) and the
measures themselves should possess the following features: they should be derived
from the sirategy (Anthony and Govindarajan, 2007; Neely ef al, 2005), they, as a
whole, should be capable of providing a balanced view of performance (Kaplan and
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Abstract:

In this paper we theorise and empirically validate the nonprofit version of
the balanced scorecard (BSC) using Austrzlasian nonprofit healthcare
organisations (NPHOs) as the sampling frame. We used 232 valid
responses (collected via a questionnaire that captures the conceptual
domain of the 9 constructs of our model) to test our hypotheses using
partial least squares based structural equation modelling (PLSBSEM). Our
study brings clarity to the nonprofit BSC as we explain how crganisational
Mission drives the Strategy (which in tum drives the system) to achieve
the stakeholder (Client, People, and the Donors) outcomes. Our
hypotheses (which are ground in the literature) were supported by the data
and we discussed the implicaticns of the findings from a theoretical and
practical standpoint to guide future research.
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Validating the Balanced Scorecard Framework for Nonprofit Organisations: An

Empirical Study Involving Australasian Healthcare

Abstract

In this paper we theorise and empirically validate the nonprofit version of the balanced
scorecard (BSC) using Awmstralasian nonprofit healthcare organisations (WPHOs) as the
sampling frame. We used 232 valid responses (collected via a questionnaire that captures the
conceptial domain of the © constructs of our model) to test our hypotheses using partial least
squares based structural equation modelling (PLSBSEM). Our study brings clanity to the
nonprofit BSC as we explain how orgamsational Mission drives the Strategy (wluch in furn
drives the system) to achieve the stakeholder (Client, People. and the Donors) outcomes. Our
hvpotheses (which are ground in the literature) were supported by the data and we discussed
the implications of the findings from a theoretical and practical standpoint to gmde fiture

research.

Kev words: Performance measurement (PM). Balanced Scorecard (BSC). Nonprofit

healthcare organisations (NPHOs). Australasia. Structural equation modelling (SEM)

1. Introduction

It 1s hard to know in which direction an organisafion is heading. unless its goals become
measurable. Therefore, no matter to which sector an orgamisation belongs—private, public,
of nonprofit— it 1s useful to have a robust measurement svstem to gauge how it is performing
in achieving its goals. Managers use a performance measurement (PM) svstem such as the
balanced scorecard (BSC) to develop performance measures fo suit their orgamsations to

examine the efficiency and effectivensss of the organisational strategies as well as to convey

353





