ABSTRACT
FITZGERALD, CLARE JENSEN. Understanding Performance Information Use by
Nonprofit Executives: An Empirical Analysis (Under the direction of Dr. Rajade Berry-
James).
Over the past two decades — in response to mounting pressure for accountability and
performance — the nonprofit sector has grown, professionalized, and broadened its range of
stakeholders. This has, in effect, complicated issues of accountability, and emphasized the
need for performance measurement within nonprofit organizations (LeRoux & Wright,
2010). While research related to performance measurement in nonprofits has escalated in
recent years, there remain “many significant gaps in the literature, particularly related to
performance-based management and performance information use” (LeRoux & Wright,
2010, p. 572-73). This study addresses this gap by investigating individual, organizational,
and environmental factors which influence performance information use by nonprofit
executives.

The study extends current performance information use research by grounding
hypotheses in organizational theory, exploring information use in a new context, validating a
new scale measuring support capacity, and comparing results across two operationalizations
of performance information use. Prior studies have almost uniformly explored purposeful
performance information use (i.e. use which is intended to improve an organization) in
medium to large size governments. This study includes an additional type of information use,
political performance information use. Political use is advocacy-based, geared at garnering
additional resources and legitimacy on behalf of an organization. As such, primary research
questions for this study are: What drives nonprofit executives to use performance

information, and are different drivers more likely to promote specific types of use?



This study utilizes an online survey to collect data. After contacting 1,496 individual
youth development organizations via email, the study yielded 260 useable responses for a
response rate of 17.4%. These responses were analyzed using multiple regression and
structural equation modelling. The results of the analyses show several interesting findings.
First, while the interaction of public service motivation and perceived social impact has a net
negative effect on political use, perceived social impact does mitigate the larger negative
influence of public service motivation. This interaction does not significantly impact
purposeful use. Second, of the forms of stakeholder involvement explored in this study,
activity level in a community partnership is the only consistently significant and positive
influence on both purposeful and political information use. Third, an exploratory
investigation of information use and performance shows that political information use
mediates the relationship between purposeful use and perceived organizational performance.
Combined, these findings demonstrate that nonprofit executives are unique in their
information use patterns, suggesting an acute need for contextually diverse research that

includes multiple operationalizations of information use.
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UNDERSTANDING PERFORMANCE INFORMATION USE BY NONPROFIT
EXECUTIVES: AN EMPIRICAL ANALYSIS

CHAPTER 1. INTRODUCTION

1.1 Introduction

While its origins date back at least half a century, performance management is the
most widely pursued public sector reform since the 1990s, the hay day of new public
management (Joyce, 2011). Today, this is reflected in the “unprecedented pressure that
public actors are under to perform, in a context where performance is defined by quantitative
indicators” (Moynihan et al., 2011, p. 141). While results-oriented reforms have become the
predominant model for public managers to follow, their success remains difficult to evaluate.
Studies linking performance management functions to improved performance remain scarce
despite prolonged academic attention and widespread support for results-oriented reforms
(Hanaway, 2014; Poister, 2010; Poister, Pasha, & Edwards, 2013).

Recognizing that measuring alone does not boost performance, scholars have instead
begun focusing on performance information use by public managers as a measure of
“assessing whether [performance oriented] reforms have been worth the effort” (Tantardini
& Kroll, 2015, p. 84). In this sense, managerial performance information use in day-to-day
operations demonstrates compliance with good data production routines and general support
for the reform (Dooren & Walle, 2008; Kroll & Vogel, 2014; Tantardini & Kroll, 2015).

Studying “use and non-use of performance data in decision-making has become a
highly relevant and fast growing research area” (Kroll, 2015a, p. 460). Still, despite this
increasing popularity, performance information use remains an “understudied variable
relative to its importance” (Moynihan, Pandey, & Wright, 2012a, p. 470). While there are

numerous studies seeking to establish variables which promote performance information use



in public organizations, most focus on variables with direct effects and sample almost
exclusively from medium and large sized governments.

Like government entities, nonprofits have experienced mounting pressure for
accountability and performance over the past two decades. As increasingly frequent
government contractors, the nonprofit sector has grown, become more professionalized, and
broadened its range of stakeholders. This has, in turn, complicated issues of accountability,
emphasizing the need for performance measurement (LeRoux & Wright, 2010). The pressure
on organizations to quantitatively demonstrate performance has come from internal and
external stakeholders leading a majority of nonprofit agencies to invest in some degree of
performance measurement (Carman, 2007; LeRoux & Wright, 2010; Morley, Vinson, &
Hatry, 2001). While research related to performance measurement in nonprofits has escalated
in recent years, there are “many significant gaps in the literature, particularly related to
performance-based management and performance information use” (LeRoux & Wright,
2010, pp. 572-73). This dissertation seeks to address this gap by investigating the
significance and relative importance of drivers of two kinds of performance information use
by nonprofit executives: use geared at organizational improvement, and use geared at
advocating on the organization’s behalf.

1.2 Conceptual Model

Among performance information use studies, one of the clearest findings is that the
level of leadership support for performance-oriented reforms positively effects performance
information use. In this dissertation, I control for leadership support as a way to understand
what else drives managerial performance information use in nonprofits. Specifically, 1

examine how executives’ public service motivation and perceived social impact,



organizational support capacity, developmental culture, and three types of stakeholder
involvement each influence performance information use.

Perceived social impact has been shown to have a positive influence on performance
information use in a recent study which surveyed nonprofits and government employees
(Moynihan et al., 2012a). The authors extend the findings to suggest a larger positive
associated between public service motivation and performance management. This study
includes both perceived social impact (PSI) and public service motivation (PSM) in an effort
test not only their relationships with information use, but their relationship with each other.

Studies show that governmental organizations with developmental or innovative
cultures use performance information “more intensely” (Kroll, 2015a, p. 472). While
nonprofit research has examined the relationship between organizational culture and
innovativeness (Jaskyte, 2004), the consequences of having a developmental culture on
performance information use have not been examined.

The degree and adequacy to which financial, personnel, and technical assistance
resources are uniquely dedicated to making performance measurement — termed support
capacity here — is not only a well-established driver of performance information use in
governmental contexts, it is often cited as a challenge for nonprofits hoping to implement
performance measurement and management systems (Carman & Fredericks, 2010;
Carnochan, Samples, Myers, & Austin, 2014; LeRoux & Wright, 2010). In this study, |
assess the degree to which adequate resource investment by a nonprofit influences
subsequent use by executives.

Studies from government show that when stakeholders care about performance, they

may encourage public managers to use performance information (Berman & Wang, 2000;



Bourdeaux & Chikoto, 2008; Ho, 2006; Kroll, 2015a; Moynihan & Hawes, 2012a; Moynihan
& Ingraham, 2004; Moynihan & Pandey, 2010). | suggest that, for nonprofit executives, the
role of stakeholders is particularly important because of their unique relationship with
donors, funders, and funding organizations. These dependent, arguably more coercive,
arrangements between stakeholder groups may alter the mechanisms which cause stakeholder
involvement to drive information use by governmental public managers. I use organizational
theory to examine if the support of performance-oriented reforms made by external, internal,
and partnership stakeholder groups encourages performance information use by managers.

Figure 1-1: The Conceptual Model

Individual Variables:
- Public Service Motivation
- Percerved Social Impact®

Orgamzational Variables: Purposeful Information Use
- Developmental Culture®
- Support Capacity

Environmental Variables: < Political Information Use
- Stakeholder Involvement

Control Variables:

- Leadership Support
- Goal Clarity

- Organizational Size

* denotes an interaction term between variables listed
1.3 Contributions
In addition to building empirical support for established performance information use
drivers in a new context, this research makes an important contribution by developing theory
on performance information use in nonprofits, particularly around the role of stakeholder

involvement and the relationship between public service motivation, perceived social impact,



and performance information use. Furthermore, although there are numerous studies on
performance information use, many do not offer theoretical support for their findings (Folz,
Abdelrazek, & Chung, 2009; LeRoux & Wright, 2010; Melkers & Willoughby, 2005). In
response to calls for the inclusion of organizational theory in nonprofit research, this
dissertation incorporates innovation theory as well as agency theory, stewardship theory, and
resource dependency theory in developing hypotheses around why managers use
performance information (Carman, 2011).

The preponderance of performance information use studies examine purposeful
performance information use: use which is meant to improve the organization (Moynihan,
2008). The conceptual differences between use types are discussed in the following chapter,
but it is important to note that this dissertation includes two operationalizations of
performance information use and, as such, endeavors to understand how and if the drivers
which promote purposeful use differ from those that drive political use, use geared at
advocating for an organization.

In addition to incorporating organizational theory, testing for indirect effects, and
operationalizing two dimensions of performance information use, this dissertation makes an
additional contribution by collecting data from nonprofit youth development organizations
across the United States: a distinct advantage among nonprofit performance measurement
and management studies which primarily investigate one to a few organizations, are limited
to a single state, or use a case study approach (Carman, 2007, 2009; LeRoux & Wright,

2010).



1.4 Chapter 1 Summary and Upcoming Chapter

Chapter 1 introduced the primary research questions of this dissertation: what drives
nonprofit executives to use performance information and, are different drivers more likely to
promote specific types of use, in this case purposeful and political? These questions are
important and timely as nonprofits continue to invest resources into performance
measurement and management while performance information use remains a relatively
under-researched area (Lee, 2014; LeRoux & Wright, 2010). Lastly, Chapter 1 outlined the
contributions of this dissertation to nonprofit and, more largely, public administration
research.

This dissertation is written in five chapters. Chapter 2 reviews literature related to our
primary research question, opening with a discussion of how performance measurement and
management differ. Following, | review current conceptualizations of performance
information use which serves to tease out the two performance information use types
examined in this study. | then position performance information use as an indication of
transition between performance measurement and management. After, a review of the
empirical literature on drivers of performance information use and background on
organizational theory yields testable hypotheses.

Chapter 3 outlines the proposed original survey with variable operationalization used
for data collection. It also includes specifics on data collection processes, including the
survey pre-test and refinement, study sample size and representativeness, as well as
descriptive statistics and scale and index development and validation for study variables.

Chapter 4 presents the analysis — stepwise and comprehensive multivariate regression

analysis and partial structural equation models — and a section on hypothesis testing results.



Chapter 5 completes the dissertation by offering initial results from a secondary
exploratory study of the relationship between performance information use and perceived
organizational performance as well as discussing larger implications of the findings from the
primary study of drivers of performance information use. This final chapter concludes by
outlining the contributions and limitations of this study and offering viable directions for

future related research.



CHAPTER 2. LITERATURE REVIEW

2.1 Performance Measurement vs Performance Management

Despite being confused or used interchangeably in practice and in literature,
performance measurement and performance management are not the same thing (Carnochan
et al., 2014; Hatry, 2006; McHargue, 2003). Performance measurement refers to “the regular
collection and reporting of information about the efficiency, quality, and effectiveness
of...programs” (Martin & Kettner, 1996, p. 3). Performance management is widely
understood as a system of internal organizational processes based on regular, formal tracking
of quantitative objectives geared towards results (Hatry, 2007; Melkers & Willoughby, 2005;
Speckbacher, 2003). In essence, performance measurement may occur in the absence of
meaningful performance management but effective performance management requires good
performance measurement.

From a theoretical standpoint, performance information — the data used to track
progress toward quantitatively defined objectives — plays an important role in helping
managers improve their organizational performance. Indeed, this is the essential logic behind
performance management systems. The well-known “Plan, Do, Study, Act” (PDSA) model
highlights this link between performance measurement and management (Deming, 1994a,
1994b; Kroll, 2015a). An iterative process of defining indicators, collecting data, analyzing
and reporting that data, and using data to make decisions, this model envisions effective
managers as both generating systematic performance information and comparing
organizational plans to documented organizational progress (Kroll, 2015a). While several
definitions of performance information exist (Dooren & Walle, 2008; Hatry, 2007;
Moynihan, 2008) most share two basic features: 1) data that are systematically collected and

reported by an organization that capture 2) more than just inputs (Kroll, 2015a).



Figure 2-1: PDSA Management Cycle

Use Data
to Make
Decisions

Define
Indicators

Analyze &
Report

Kroll, 2015; Deming, 1994

The PDSA model and other models like it assume managers will act based on
performance reports, but scholars have shown that not all public managers do this (Radin,
2006; Sanger, 2013). This is problematic for two reasons. By not using performance
information to drive decisions, managers create organizational processes which support the
notion that creating data is a suitable end in and of itself (Kroll, 2015a). This renders the
“act” phase of performance management obsolete. However, it is precisely this “act” phase,
characterized by the use of performance information for decision-making, which is the real
hope and primary mechanism of organizational change in performance management doctrine.

2.2 Dependent Variable: Performance Information Use

2.2.1 Purposeful Performance Information Use

Central to this study is understanding what exactly constitutes performance
information use. Perhaps most famously, Robert Behn offered a list of eight performance
information uses or purposes: evaluation, control, budget, motivation, promotion,
celebration, learning, and improvement (Behn, 2003). He argued that managers should use
performance measurement because it may be helpful in achieving one or some of these eight

overarching managerial purposes. While the article is oft-cited and illustrative of the various



roles managers may play, these purposes do not lend themselves to operationalization chiefly
because they lack mutual exclusivity. The fact is, organizations might use information
achieve multiple or different ends.

Alternatively, nonprofit scholars found that while some nonprofit managers
understood performance measurement as a strategic management tool, others viewed it more
as a marketing and promotional tool while still others believed it to be a “resource drain and
distraction” (Carman & Fredericks, 2008, p. 51). Nevertheless, despite different views on the
value of performance measurement, two thirds of participants from that same study reported
using performance information for strategic planning purposes.

Meanwhile, Moynihan’s typology of performance information use distinguishes four

types:

Purposeful use describes when managers use data to promote efficiency and

effectiveness gains (Hatry, 2007; Moynihan, 2008)

e Passive use describes managers doing the minimum required to comply with
the procedural requirements of performance systems but not substantively
using data (Moynihan, 2008; Radin, 2006)

e Perverse use describes when managers use data in ways that are detrimental to
organizational goals even if some performance measures increase (Heinrich,
2007a, 2007b; Jacob & Levitt, 2003; Moynihan, 2008; van Thiel & Leeuw,
2002)

¢ Political use describes when managers employ data to advocate for the

legitimacy and resource needs of a program or organization (Moynihan, 2008)

10



Much literature has demonstrated the pervasive nature of passive performance information
use. This superficial or even symbolic use is common in many organizations as a way for
managers to show concern towards performance without meaningfully changing their
organizations (Moynihan & Lavertu, 2012; Sanger, 2013). This dissertation focuses more
squarely on substantive forms of performance information use by nonprofit executives. |
specifically build theory and examine factors driving purposeful and political use.

Of the four routine performance information use types, purposeful use maps most
directly onto the true hope of performance management doctrine — that data are used to
improve organizational performance (Hatry, 2007; Moynihan, 2008). Indeed, the
overwhelming majority of performance information use studies examine — both explicitly
and tacitly — purposeful performance information use. Some capture performance
information use by employing multi-item scales assessing very specific managerial behaviors
(Julnes & Holzer, 2001; LeRoux & Wright, 2010; Moynihan & Hawes, 2012a) while others
opt for perceptual measures. Those using perceptual measures maintain that, despite the
shortcomings of perceptual measures, evidence supports their inclusion. Even when
researchers measure different purposeful uses of performance information, they remain
unidimensional (Julnes & Holzer, 2001; Kroll, 2013; Moynihan et al., 2012a).

2.2.2 Political Performance Information Use

As mentioned previously, in addition to purposeful performance information use, this
study examines political performance information use. Political use occurs when agents
responding to management reforms use data to advocate for their program or organization
(Moynihan, 2008). While nonprofits experience pressures to perform not unlike those faced

by government entities, the existing narrow research focus on purposeful use in
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governmental settings fails to capture various types of use and their determinants, possibly
overlooking differences which may cause managers to use performance information
differently. Because of the contractual relationship between nonprofits and governments
(Witesman & Fernandez, 2013), the necessity of securing funding, and experience with
environmental resource scarcity (Modi, 2012), nonprofit managers are different from
government managers in the sense that the link between political performance information
use, resource acquisition, and ultimately performance, may be more direct. It is for this
reason that | include a less common type of information use, political performance
information use, in this study (Moynihan et al., 2012a).
2.3 From Performance Measurement to Performance Management

There are compelling reasons to believe that performance information use indicates
meaningful organizational change. Public and nonprofit management literatures hint at this
by stating that performance information use is the best indication of whether or not results-
oriented reforms are worth the organizational effort require to implement and sustain them
(Moynihan & Pandey, 2010; Tantardini & Kroll, 2015). In essence, these scholars contend
that “the [substantive] use of performance information suggests the type of purposeful and
goal-oriented behavior that elected officials and members of the public say they want from
bureaucrats” (Moynihan & Pandey, 2010, p. 850) and, in this way, is evidence of behavior
demonstrating essential components of performance management are being executed within
an organization.

Thinking back to the aforementioned PDSA model, the space wherein managers
substantively use information — which their organizations have systematically created,

tracked, and reported on — to improve their organization as somewhat embodying a transition
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from performance measurement to performance management. Today’s paradigm of
managing for results seems to transcend copious literature on the specifics of how to measure
those results (Gao, 2015) which effectively decouples the “act” phase from the phases
preceding it. Indeed both concepts, performance measurement and performance management,
have a shared goal in improving performance. While the tendency in the literature on
performance measurement and management has been to extoll their independence, it is
important to note that performance measurement is a prerequisite to performance
management (Fox, Yamagata, & Harris, 2014): measurement is but one component of a
larger, more holistic performance management approach (Poister, 2010; Sanger, 2008, 2013).

It is important, then, to establish the relationship between our dependent variable,
purposeful and political performance information use, and the related concepts of diffusion
and innovation. While the focus of this study is to explain the determinants of performance
information use by nonprofit managers, a brief foray into diffusion and innovation helps to
illustrate not only the processual nature of building a successful performance management
system, but also how performance information use can be positioned as a measure of
progress through the innovation process.

To clarify this point, | examine literature which focuses on the way that innovations —
in this case performance management — become standard practice within organizations.
While it was Everett Rogers’ work that first garnered great attention from academics and
practitioners across disciplines, innovation scholars have since developed more
comprehensive models of the innovation process, explaining how innovations go from being

new to standard operating procedure (Figure 2-2) (Singhal & Dearing, 2006).
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After innovations crystalize — be they ideas, technologies, or procedures — they may
disseminate. People and organizations, upon hearing of an innovation as a potential solution
to a previously identified problem, choose whether or not to adopt it. After adoption, an
organization endeavors to implement the innovation. Following an implementation period,
the innovation may institutionalize, becoming embedded within an organization and
rendering its previous ways of “doing business” unacceptable (Bingham & McNaught, 1976,
p. 5).

In recent years, social innovation has gained popularity as a research interest creating
a multitude of definitions for what a social innovation is:

e A new activity or service intended to meet an unsatisfied or emerging social
need delivered primarily through organizations with social characteristics
(Mulgan, 2006).

e “The institutionalization of a socially relevant idea or new model, such as the
formation of new organizations and the enforcement of new rules and so on,
and melding these with existing social structures in order that they become
part of the normal social practice” (Loogma, Tafel-Viia, & Umarik, 2012, p.
286).

e “A policy, program, or technology that is new to its potential users... [It] need
not be novel, but merely new to the innovating individual or organization”

(Goodman & Steckler, 1989, p. 63).

If we understand performance management as new-to-the-user rules made available to
existing social structures, organizations wanting to adopt performance management may

begin by implementing outcome and performance measurement (Lee, 2014; MacIndoe &
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Barman, 2013). Upon achieving a reliable measurement systems, managers and executives
may begin making meaningful use of performance information. | argue that it is substantive
performance information use that demarcates a shift from what is a measurement focused
performance management system to a mature performance management system and, as such,
a transition from adoption and early implementation to late implementation and early
institutionalization.

To understand what drives managers to use performance information substantively is
to begin to understand what factors promote an implementation process well-aligned to what
innovation scholars might call a core component, or central doctrine, of performance
management (Singhal & Dearing, 2006; Tornatzky & Klein, 1982). To this end, | suggest
that substantive performance information use can be understood as a measure of performance
management implementation fidelity because it provides evidence that a primary mechanism
for organizational change via performance management — that managers substantively use

performance data — exists within adopting organizations.
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2.4 Drivers of Performance Information Use

As performance information use is a relatively new stream within public
management, there exists one systematic literature review to date on the subject (Kroll,
2015a). A particularly useful summary of findings, Kroll’s review contains findings from 25
empirical articles with a dependent variable characterized by purposeful performance
information use. Kroll categorizes performance information use drivers according to their
evidentiary base labelling variables important, promising, and insignificant and/or
inconclusive drivers of information use.

In this section, I first describe the limitations of the studies included in this systematic
literature review before identifying independent variables included in this study and
developing related hypotheses. | periodically refer back to this systematic literature review to
both clarify research contributions and explain the state of research around the drivers of
purposeful and political performance information use.

2.4.1 Limitations of these Studies

Kroll’s systematic literature review focuses on articles which explore purposeful
performance information use by managers published in public management and public
administration journals available through Web of Knowledge. JSTOR, and EBSCOhost
(Kroll, 2015a). The mean R-squared of models predicting performance information use was
39%, indicating that a substantial amount of observed variance has been accounted for in the
literature. It is important to note that of the 25 articles included in this systematic literature
review, only Moynihan et al.’s 2012 article on prosocial values and performance
management theory includes respondents from nonprofit organizations. To my knowledge, it

is also the only study to expressly examine political performance information use. All other
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study samples utilize state or local government representatives to understand determinants of
purposeful information use. See Table 2-1 for a list of included studies and essentials.

As for limitations, a sizeable proportion of this research comes from outside the
United States (e.g. Germany, Norway, Wales, Australia, and Taiwan) introducing reasons for
generalizability concerns. Furthermore, authorship is insular in this stream: three people
appear as major contributors in over 50% of the studies reviewed. Lastly, many studies
leverage secondary data stemming from various national survey endeavors spearheaded by
organizations like the Governmental Accounting Standards Board, the Government
Accountability Office, and the National Administrative Studies Project (Dull, 2009; Julnes &
Holzer, 2001; Moynihan & Pandey, 2010; Moynihan, Pandey, & Wright, 2012b), limiting the
amount of research based on data collections specifically tailored to assess performance
information use and making reliability and validity of used measures less certain.
Still other studies examine performance information use as related to a specific reform
initiatives like the Government Performance and Result Act, the UK’s Best Value reviews,
and various state benchmarking projects (Ammons & Rivenbark, 2008; Askim, Johnsen, &
Christophersen, 2008; Boyne, Williams, Law, & Walker, 2004; Yang & Hsieh, 2007). While
related data collections offer valuable insight, they may bias results by increasing the
likelihood that participating organizations have some degree of comfort with performance
measurement and management, and raise social desirability concerns experienced by
participants. Because performance measurement and management are timely and relevant at
the point of data collection, mangers may be more inclined to report information use than in

normal circumstances.
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Table 2-1: 25 Performance Information Use Articles

& Holzer, 2001

performance measures in
public organizations

=363

Author Title Method Analysis Level of Govt; Sample Size | Summary
Ammons & Factors influencing the use survey; case study local government; 15 cases Studies use of benchmarking
Rivenbark, 2008 | of performance data to interview data that identify system
improve municipal services maturity, data quality, and
managers’ attitudes as critical
factors
Askim et al., Factors behind survey oLS Norwegian local government; | Studies use of benchmarking
2008 organizational learning from n=138 data to change policies or
benchmarking routines that focus on network
and administrative
characteristics as well as
political factors
Berman & Wang, | Performance measurement survey; chi-square local (county) government; n | Examines outcomes of multiple
2000 in US counties interview =155 purposeful uses that point to
stakeholder involvement and
support capacity as critical
factors
Bourdeaux & Legislative influences on survey oLS state government; n = 124 Studies extent of effective
Chikoto, 2008 performance management performance information use,
reform finds that stakeholder
involvement and political
competition are important
B