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ABSTRACT

Nonprofit programs deliver key social services to millions of people across the country
everyday, however, little is known about the ethical practices of these programs. This research
examines the relationship between a nonprofit program’s ethical practices and the programs’
measurable outcomes, such as changes in knowledge, attitudes, values, skills, behavior,
condition, or status of the participant as a result of their involvement with nonprofit programs.
An assumption of the study is that the achievement of the measurable outcomes found in a
nonprofit program is directly related to the extent that ethical practices are utilized within that
program. Ethical practices include role modeling, ethics development, ethics enforcement and
review, stewardship, transparency, and empowerment.

This study demonstrates that the ethical strategy Transparency influences the
achievement of program performance outcomes. Through a combination of quantitative and
qualitative analysis, this study attempts to illustrate the impact of transparency as well as
determine how it is incorporated in nonprofit programs based on interviews with nonprofit
program managers/directors.

Additionally, this study demonstrates that the capacity of a program’s processes is
negatively associated with the achievement of program performance outcomes. This finding
suggests the need for a greater level of transparency in program planning and performance
outcome measure development in order to ensure the program is mission driven and its

performance outcomes are meeting the needs of the community it serves.

il



I would like to dedicate this work to my husband, Bill, my sons Val and Spencer, and my
parents, John and Dottie Loudermilk.

v



ACKNOWLEDGMENTS

My appreciation goes to Dr. Mary Ann Feldheim whose advice, support, and attention to
detail has made this work possible. I will be forever grateful for her guidance and
encouragement throughout this entire process.

I would also like to acknowledge my other committee members, Dr. Eileen Abel, Dr.
Naim Kapucu, and Dr. Lawrence Martin for their guidance: Dr. Abel for her constant support
and encouragement and for reminding me that this is an interdisciplinary topic that can be
applied in other sectors; Dr. Kapucu for his detailed review of the methodology and data analysis
and for his patience in helping me become more comfortable with statistics; and Dr. Martin for
his expertise in measuring performance.

Finally, I would like to thank my family. I have to acknowledge that I would have never
been able to pursue this without my husband’s support. I am truly lucky to be able to share my
life with him. Thanks also to my parents for encouraging me to always do my best and for
supporting me no matter what. Thanks to my sisters, Kim, Michelle, and Tammie for
babysitting, encouraging phone calls, and for basically always being there for me. I know [ am

blessed to have each of you in my life.



TABLE OF CONTENTS

LIST OF FIGURES ...ttt sttt ettt et ettt e st e se et e eneenseeneenes ix
LIST OF TABLES ...ttt ettt sttt et st b e et e b et beebeenesanens X
CHAPTER 1: PROBLEM STATEMENT AND DESIGN COMPONENTS .......ccccoeiienieienne 1
INEEOAUCTION ...ttt ettt ettt b ettt e sttt ea e sbeebesbeesesatens 1
Significance of the RESEAICh...........ccouiiiiiiiiiic e s 3
Distinctive Characteristics of Nonprofit Organizations..............cceeeeeeieereeeiieenieenieeneeeeieeseeenns 4
Push For Performance Measures In The Nonprofit SEctor..........cccoeevvvieriieenciieeriieeiee e 6
Ethics and Nonprofit Organization Performance..............ccoeoieriieriieniienienieeieee e 7
Theory of Causal Relationship in the Model of Study ..........cccoeviiieiiiieiiieeeeee 10
Problem Statement .........cceeiiiiiriiiieiieeee et st 11
Objective 0f the RESCAICH ........eiiiiiiiciiceeeeee e e e 12
Initial Research HYpOotheSes. .......coouiiiiiiiiiiiieieeiiece ettt 12
ReSEarch QUESTIONS ... ...uiiiieiiiiie ettt ettt e ettt e e e et e e et e e e e eearaeeeeenaaeaeas 13
StUAY DESCTIPLION. ....c.eviiiieeiiieiieeiie ettt ettt e et et eebeesiteesbeessbeeseessbeenseessseenseesnseenseennns 13

A (1 1 e (0] Lo ey USRS 15
Population and Unit 0f ANALYSIS......cccieriieiiieiieeiiieeie ettt ettt eseeseaeens 15
Data COLECTION ..ottt ettt et sttt e et et e st e bt e s ieeenbeesaneens 16
Measurement/INStruMENTATION .........eoueerueriiriieieeieriee ettt 16
LD 1 N 1 =1 ) (PSSP 17
QUALILAtIVE INTETVIEWS ...eeuiiiiiiiie ettt ettt e et eeetaeeetaeeetbeeesaeeentseesaaeeenreeas 17
Definitions OF TEIMNS .....coiuiiiiiiiiieie ettt ettt et e st et e naeeens 18
NONPTOTIt PTOGIAM ... ..iiiiiiiiiieiie ettt ettt e et e et e e saaeenbeenenas 18
Program Performance OULCOMES ........c.eieiiiieriieeiiieeiee ettt e e e eeaeeetae e s e e eneeeenes 19
Ethical STrAt@EIES ...c.veeiuiieiieeiieiie ettt et ettt et e e te e st eesbeeseeeebeesabeenseessseensaens 19
Program Accountability Quality Scale (PAQS) .....vvveiieeieeee e 21
SUIMIMATY ...ttt ettt ettt e a e st e bt e et e e sbe e st e e sbeeeeneenbeesaneennaeenneenane 22
CHAPTER 2: REVIEW OF THE LITERATURE ........cooiiiiiiiieieeieeeeeeeete et 24
INETOAUCTION ...ttt e et e et e e et e e e beeeesbaeesssaeessseeensseeennseesnseeennnes 24
Values of the NONPIOfit SECTOT ....ccuiiiiiiiiiiie e e e e e 24
Ethical Srat@@Ies .......ceviriiiiiiiiiniieiietctee ettt st 27
Ethics deVEIOPIMENL........iiiiiiiiieiie ettt ettt ettt be e sseeebe e aeeesbeessaeensaens 29

Ethics enforcement and reVIEW .........cccuiiieiiiiiiiiiiiie ettt e aaeeeaaee s 31
TTANSPATEIICY ....eeeiiieeiiieeeiee et ettt e ettt e ettt e e bt e e s teeessaeeensseeesseeessaeensseesnsseesnsseennsneenns 31
SEEWATASIIP ...ttt 33
EMPOWETINENT .....ooiiiiiiiieciie ettt et e et e et eeeaaeesnbeeenaeas 34
Performance OUtCOME IMEASUIES ..........eeeruvieeiiiieeitiieeiieeeieeeeiee e st e e sreeeseaeeessaeessaeesaaeesnsaeeeans 35
Program DELails .........cccuiiiiiiiiieiieie ettt et taeebeesabeebaeenneens 40
Characteristics/DemOgIaphiCs ........ccceeieriiriiriiniiieeeee ettt 40
Capacity of Program PrOCESSES........ccuiiiiiiiriiieeiiieeiie et sit et stee e seeeeteeesebeeennveeeesee s 42
SUIMIMATY ..ottt sttt et e sa e st e bt e et e e sbe e st e e beeeeneenbeesaneenneeenneenene 44
CHAPTER 3: METHODS AND PROCEDURES ......cccooiiiiiiiieieieeeee et 46
INETOAUCTION ...ttt et e et e et e e e tbeesbaeeesbaeesssaeeessaeensseeennseesnseeennnes 46

vi



POPULALION ...ttt et ettt e st eebe e s it e eabeeesbeeabeeenbeenbeenseennseans 47

SOUTCES OF DIALA ...c..iiiiiiiee ettt et sttt e st e st esaee e b e e 47
Procedures and ANALYSES ........cccuiiriiiiiiiiiiieie ettt ettt e esbe e ens 49
Data COLECTION ..ottt ettt e st e e st e e bt e s seeebeesaeeens 49
Measurement/INStrUMENTATION .........evueeruirierieieeierie ettt sttt 50
ReSearch QUESTIONS ........uiiiiiiiiiie et e et e e e ettt e e et e e e e eearaeeeeeeaaeeaeas 51
Multiple Regression MOdeL..........oouiiiiiiiiiiiiieeiieee ettt et 53
Variables as Presented in the Hypotheses...........coovviiriiieeiiiciiic e 55
ATCRIVAL DAtA ..ottt sttt 57
Qualitative Research: The INterVIEWS.......cccviiiiiiiiiiiiciie e e 57
Construction of the Interview QUESTIONS ..........cccvuiieeiiieeiiie et ree e 58
INEETVIEW PrOtOCOL... ettt ettt 62
Data ANALYSIS ..eeeiieiiieeiie ettt ettt ettt ettt et e s e bt eebe e bt e sabe e taeeabeebeeenbeenseeenbeens 63
SUINIMATY ...teeeeeiiieee et e e e et e e e st e e e saabeeeessateeesenssseeeeansseeesannsaeeesanssseesssnssneeenn 64
CHAPTER 4: THE QUANTITATIVE APPROACH - RESULTS AND FINDINGS. ............... 65
INELOAUCTION ...ttt ettt et e at e et e st e et eesbbeebeebeesaeeans 65
UNIVATIiate ANALYSIS....ccouiiiiiiiieiiieeie ettt et ettt te et e s eeteeseaeebeeesbeeseesnseeseesnseenseas 65
Cross-Tabulation ANALYSIS........ccccuiieiiiieeiieeeiie ettt e e e et e et eeeeaeeesaeeeraeesnreeesnseeas 77
MUIEIVATIAE ANALYSIS....eeiuiiiiieiiieiieeie ettt ettt et e st e et e e beesbeesabeesaeenbeesseesnseesaesnseens 81
HYPOtRESIS ONEC ..ottt e s e e et e e s sbeeessbeeesnaeeesnseeennes 82
HYPOTESIS TWO ..ottt ettt ettt e e eseaeebeesabeenbeessbeensaennnaens 84
HYPOtheSiS TRICE .....eeeiiiieiieece e et e e et ee e ab e e eaaeeensaeeenes 86
HYPOThESIS FOUT ...ttt ettt et e ebe e taeentaesaaaens 88
HYPOtRESIS FIVE oottt et ettt e e e eeenseeenns 90
Testing for multicollinearity in hypothesis five........cccooiiviriiiiiiiiiinic 90
Testing for heteroscedasticity in hypothesis fivVe.......c.ccevvveeriiieiiiieiiececee e 91
HYPORESIS STX .ttt ettt sttt 94
HYPOThESIS SEVEN.....tiiiiiiiiiii ettt et be e te e ssbeesteeeebeesaaeesseensaesnsaens 96
Hypothesis Eight.......coooiiiiiii ettt e 98
Testing for heteroscedasticity in hypothesis €ight............cceeveviiiiiiiniiiiienieceeeee 98
Significance of the Control Variables...........coceeviriiriiniiiiiniiieiceccce e 100
SUIVIVING MOACIS.....cceiiiiiieiieiiecit ettt ettt et et e b e essaessbaessbeesseessseensaens 101
SUIMIMATY ...ttt ettt sttt ettt et e sae e st e esae e et e e sbe e sabeesbee e st ensnesaneenanens 101
CHAPTER 5: THE QUALITATIVE APPROACH ....c..cooiiiiiiiieieeeeeeeeee e 103
INETOAUCTION. ...ttt e et e e et eeetaeeesaaeeeaaeeeabeeessseeessseeensseeenseeennseeas 103
DIISCUSSION ...ttt ettt e s h e et esa e et esab e et e e sab e e bt e ebbeebeesabeenbeeenbeenaee 105
Transparency - Openness and HONEStY ........cooiiviriiiriiniiieniieeiceceseceeeeese e 117
Qualitative Discussion of Capacity of Program Processes and Outcome Relationship ..... 119
SUIMIMATY ...ttt s e et e et et e s et st esae e et e e s st e sabeesbne e st enseesaneenanens 124
CHAPTER 6: CONCLUSION ..ottt sttt sttt sa et snaesaeesesneens 126
INETOAUCTION . ...ttt et e e st e et eeeeaaeeeaseeesbeeesseeessaeesseeenseeesnseeas 126
Summary of Major FINAINGS ......ccccoooviiiiiiiiieiieeiieeecte ettt ebeesane e 126
IMPlications fOr PraCtiCe.........coiuiiiiiiiiieiie et 129
Implications for FUNAING AZENCIES.......cccueeruiiiiiiiieeieeriee ettt sae e seaeesee e 131
POlICY IMPLICALIONS ..ottt et et e sttt e st eesaeeensee e 132

vil



Implications for the FIeld..........cooiiiiiiiiiiiii e 132

5053V 17 15 (o) 1 IR U RS 133
Archival Data LImMItationsS. ...........cooiiuviiieiiiieeeeeeee e et et eeaae e e eeaeeeeeeeaaeeeeeeareeeeeeanees 134
Recommendations for Future ReSEarch..........ooovouvvviiiiiiiiii e 135
APPENDIX A: SURVEY INSTRUMENT ..ottt 140
APPENDIX B: PROGRAM ACCOUNTABILITY QUALITY SCALE (PAQS) .....ccccu....... 145
APPENDIX C: PILOT STUDY SURVEY INSTRUMENT .........coooiiiiiiiieeeeeeieee e, 150
APPENDIX D: COVER LETTER L......ouoiiiiiiiieeeeeeeeee e 155
APPENDIX E: COVER LETTER IL......cuvviiiiiiiieiceeee e 157
APPENDIX F: INSTITUTIONAL REVIEW BOARD APPROVAL FOR SURVEY............. 159
APPENDIX G: INSTITUTIONAL REVIEW BOARD APPROVAL FOR INTERVIEW...... 161
APPENDIX H: INFORMED CONSENT FOR INTERVIEWS .....cvvviiiiiieeee e 163
APPENDIX I: INTERVIEW QUESTIONS ..ottt et 165
APPENDIX J: TESTING FOR HETEROSCEDASTICITY AND MULTICOLLINEARITY
FOR HYPOTHESES 1, 2, 3, 4, 6, 7 wooee oottt etaee e e 167
APPENDIX K: OVERVIEW OF INTERVIEWS ......cooiiiiiieeeeeeeeeeeeeeeeeee e 176
APPENDIX L: MEASUREMENT INSTRUMENT / RESULTS QUALITY SCALE (MIRQS)
..................................................................................................................................................... 193
APPENDIX M: MULTIPLE REGRESSION OUTPUTS FOR EACH HYPOTHESIS........... 198
REFERENCES ... .o ettt ettt e e et e e s et a e e e e e aaeeeeeenaaeeesennaees 214

viil



Figure 1:
Figure 2:
Figure 3:
Figure 4:
Figure 5:
Figure 6:
Figure 7:
Figure 8:
Figure 9:

Figure 10:
Figure 11:
Figure 12:
Figure 13:
Figure 14:
Figure 15:

LIST OF FIGURES

Research Model
Model of Study
Model of Study Translated Into Research Model
Feldheim and Wang’s Ethics Enhancement Model
Model of Study Translated Into Research Model
Model of Study Translated Into Research Model
Number of Respondents According to Service Type
Data Scatterplot for Hypothesis Five
Data Scatterplot for Hypothesis Eight

Data Scatterplot for Hypothesis One

Data Scatterplot for Hypothesis Two

Data Scatterplot for Hypothesis Three

Data Scatterplot for Hypothesis Four

Data Scatterplot for Hypothesis Six

Data Scatterplot for Hypothesis Seven

X

11
15
28
43
55
69
92
99
169
170
171
173
174
175



Table 1:
Table 2:
Table 3:
Table 4:
Table 5:
Table 6:
Table 7:
Table 8:
Table 9:

Table 10:
Table 11:
Table 12:

Table 13:

Table 14:
Table 15:
Table 16:
Table 17:

Table 18:
Table 19:

Table 20:
Table 21:
Table 22:

Table 23:
Table 24:
Table 25:

Table 26:
Table 27:
Table 28:
Table 29:
Table 30:

Table 31:
Table 32:
Table 33:

LIST OF TABLES

The Seven Subscales of the PAQS Tool

Research Questions and Sources of Data

List of Regression Models’ Variables

Interview Questions and Explanation of Inclusion

Selection Criteria for Qualitative Interviews

Professional/Personal Characteristics of Managers/Directors of Each Program
Program Demographics

Index for Ethics Tools

Index for Empowerment

Index for Stewardship
Index for Transparency
Correlation between Program Processes (PAQS Score)
and Performance Outcome
Correlation between Tenure of Manager/Director
and Performance Outcomes
Relationship between Tenure of Manager/Director and Transparency
Relationship between Transparency and Performance Outcomes
Correlation between Program Budget and Performance Outcomes
Relationship between Percentage of Budget Spent on Fundraising
and Administrative Costs and Program Processes (PAQS Score)
Percentages of Program Processes (PAQS Score) and Performance Outcomes
Description of Performance Outcomes and Program Processes (PAQS score)
According to Focus Area/Service Type
Outcome and PAQS Score Chi-Square Test
Outcome and Transparency Chi-Square Test
OLS Regressions for Ethical Strategies and
Performance Outcomes
OLS Regressions for Role Modeling and Performance Outcomes
OLS Regressions for Ethics Development and Performance Outcomes
OLS Regressions for Ethics Enforcement and Review and
Performance Outcomes
Correlation Matrix for Hypothesis Five
OLS Regressions for Transparency and Performance Outcomes
OLS Regressions for Stewardship and Performance Outcomes
OLS Regressions for Empowerment and Performance Outcomes
OLS Regression for Program Quality (PAQS Score) and
Performance Outcome Relationship
List of Final Surviving Regression Models’ Variables
Selection Criteria for Qualitative Interview
Characteristics of Programs Selected for Participation in Qualitative
Interviews

48
56
61
62
67
68
71
72
72
73

74

75
76
76
77

77
78

80
81

83
&5
87

89
91
93
95
97

100
101
104

104



Table 34:
Table 35:
Table 36:
Table 37:
Table 38:
Table 39:
Table 40:
Table 41:
Table 42:
Table 43:
Table 44:
Table 45:
Table 46:
Table 47:
Table 48:
Table 49:
Table 50:

Perceptions of Role Modeling

Perceptions of Ethics Development

Perceptions of Ethics Enforcement and Review

Perceptions of Empowerment

Perceptions of Stewardship

Perceptions of Transparency

Subcategories of the Perceived Importance of Various Ethical Strategies
Subcategory and Performance Outcome Relationship

PAQS Score and Outcome Percentage Qualitative Table

PAQS, MIRQS, Performance Outcomes Scores

Correlation between Rigor and Achievement of Performance Outcomes
Correlation Matrix for Hypothesis One

Correlation Matrix for Hypothesis Two

Correlation Matrix for Hypothesis Three

Correlation Matrix for Hypothesis Four

Correlation Matrix for Hypothesis Six

Correlation Matrix for Hypothesis Seven

xi

105
106
107
108
109
111
114
116
121
123
123
168
169
171
172
173
175



CHAPTER 1: PROBLEM STATEMENT AND DESIGN COMPONENTS

Introduction

Today, nonprofit organizations in America deliver key social services to millions of
people across the country. Yet, little is known about how these organizations behave ethically
aside from the external scrutiny of reports to funding agencies and the Internal Revenue Service
(Jeavons, 2005; Salamon, 1999). Studies have examined how ethics employed by management
influence accountability in city governments and other types of organizations. However,
research has not been done on the relationship between ethics and outcomes in nonprofit
organizations, which is an area that needs to be studied based on the predominance of nonprofit
organizations providing social services. This research examines the relationship between a
nonprofit program’s ethical practices and the programs’ measurable outcomes, such as changes
in knowledge, attitudes, values, skills, behavior, condition, or status of the participant as a result
of their involvement with nonprofit programs. An assumption of the study is that the
achievement of the measurable outcomes found in a nonprofit program is directly related to the
extent that ethical practices are utilized within that program.

For this study ethical practices are operationalized in this research as ethics enhancement
strategies. According to Feldheim and Wang (2002), ethics enhancement strategies include role
modeling, ethics development, and ethics enforcement and review. In addition, this study
acknowledges other ethics enhancement strategies identified as transparency, stewardship, and
empowerment. The willingness of supervisors and employees to be open and expose their

actions to public scrutiny relates to transparency (Give.org, n.d.; Hurd, 2005; Jeavons, 2005;



Light, 2002; and Young, 2002). Stewardship focuses on the reinforcement of public service and
altruistic values and encouragement of employees to act on behalf of the best interests of the
client and program (Berman, 1999; Brower and Shrader, 2000; Dicke, 2002; Dicke and Ott,
2002; and Mason, 1992). Lastly, the manager’s views on employee empowerment and on
professional responsibility to the public are utilized to provide a multifaceted view of ethics
within the nonprofit programs (Berryhill and Linney, 2000; Boyd, 2000; Harley, Stebnicki, and
Rollins, 2000; Warner, 1997; Weick, 1984; and Weil, 1996).

To determine the relationship between ethical practices and outcomes, an explanatory
study was conducted. An explanatory design was chosen because it is the appropriate design to
use when investigating little-understood events, identifying significant categories of meaning, or
generating hypotheses for future study (Marshall and Rossman, 1999). The sample used in this
study is the 168 health and human service programs funded by Heart of Florida United Way
(HFUW) in Central Florida (Orange, Osceola, and Seminole counties). These programs are
administered by nonprofit organizations and are not unlike other nonprofit programs
administered throughout the country providing such services as shelter to the homeless,
prevention of teen pregnancy, counseling, literacy awareness, domestic violence prevention, and
elder care.

Each of the nonprofit organizations which administer the programs in this sample applied
and was accepted to be a HFUW agency and have agreed to abide by the standards set forth by
the HFUW. An organization which becomes a HFUW Agency must be: classified as 501 (¢) 3
by the Internal Revenue Service (IRS) and have been providing services for a minimum of one
year; must certify that it is in compliance with IRS regulations for tax-exempt organizations

regarding any expenses connected with lobbying and voting or legislative influence; must submit



either a copy of their audit or IRS form 990 and account for its funds in accordance with
generally accepted accounting principles; and must be governed by a voluntary board of
directors none of whom have a material conflict of interest (Heart of Florida United Way, n.d.).
In order to ascertain the ethical practices of the programs in the sample, several methods
were utilized. A survey was administered to program managers/directors to identify their
perception of their ethics enhancement strategies and the program’s policies. Interviews were
conducted with a sample of program managers/directors to gain further insight into the ethical
practices of their programs. In addition to the survey and interviews, program outcome data
submitted by each program to the HFUW was reviewed to determine whether or not the program
met its agreed upon performance outcome measures. The program data, specifically each
program’s logic model, indicators, and evaluation plan, was then analyzed using the Program
Accountability Quality Scale (PAQS). The PAQS is an instrument that scores the capacity of an
agency’s proposed measurement system (Poole, Nelson, Carnahan, Chepenik, and Tubiak,
2000). Finally, the data sets of perceived use of ethics enhancement strategies, program
outcomes, PAQS scores and other control variables such as program characteristics and
individual manager/director demographics were compared to determine if there is a relationship
between the use of ethics enhancement strategies and the achievement of identified program

outcomes.

Significance of the Research

Research has not been conducted on the impact of the ethical practices of nonprofit
programs on the achievement of their program outcomes. The public and the funding agencies

deserve to know that these programs are following their mission in an ethical manner and



achieving their identified outcomes. More and more, funding agencies are demanding a higher
level of ethical behavior and verification that the programs they fund are meeting their stated
outcomes (Jeavons, 2005; Grobman, 2005; Salamon, 1999). As mentioned earlier, outcomes are
changes in knowledge, attitudes, values, skills, behavior, condition, or status of the participant as
a result of their involvement with the nonprofit program. The relationship, however, between
ethical practices and outcomes in nonprofit programs has been assumed, but not substantiated.

Following a brief overview of the nonprofit sector, the rationale and assumptions of the
study will be discussed as well the methodology and the significance of this research. In

addition, the research questions and hypotheses for this study will be presented.

Distinctive Characteristics of Nonprofit Organizations

Nonprofit organizations are self-governing formal organizations that are separate from
government and serve the public interest. Although they may sell services, pay high salaries,
hold property, and engage in contracts, they do not distribute profits. In other words, nonprofit
organizations are allowed to make a profit; however, instead of providing the shareholders with
the dividends, these organizations must use the money for maintenance and operational expenses
(DeMartinis, 2004; Hammack, 2002; Herman, 1994; Salamon, 1999; Young, 2002).

Approximately 1.4 million organizations nationally are registered with the IRS as
“nonprofit” (Gronbjerg and Clerkin, 2005). The Philanthropy and Nonprofit Leadership Center
at Rollins College in Winter Park, Florida reported that as of April 2002, there were more than
50,000 nonprofit organizations within the state of Florida. These organizations employed
approximately 430,000 Floridians and held assets exceeding $63 billion (Philanthropy and

Nonprofit Leadership Center at Rollins College, 2002). According to Mark Brewer, Executive



Director of The Community Foundation of Central Florida, there are 3800 registered nonprofit
organizations in the central Florida area (personal communication, September 17, 2004). The
HFUW funds 168 programs in at least 75 nonprofits in the Central Florida community. Each of
these 168 programs serves the community by striving to meet their identified outcomes (Heart of
Florida United Way, n.d.).

In a time of government downsizing, privatization, and of diminishing federal
responsibility in human services and social policy, nonprofit organizations have become
increasingly important. They stand in the forefront of providing social services to a demanding
public. Practically every American has been touched in some way by the services or programs
of a nonprofit organization. Nonprofit organizations have proliferated and are now providing
services formerly provided by all levels of government. In fact, private giving to local nonprofit
social programs is one of the strengths of American society (Blau, 1995; Chopko, 1992; Gidron,
Kramer, and Salamon, 1992; Hammack, 2002; Herman, 1994; Kanter, 1999; Kramer, 2000;
Salamon, 1999; Weil, 1996).

Lester M. Salamon (1999) argues that the growth of the nonprofit sector is due in part to
the fact that many Americans are reluctant to have social welfare services provided
predominantly by the government and would prefer these services be provided by private
organizations and individuals. Another leading theory of nonprofit organizations is the “public
goods” theory. According to Gary M. Grobman (2005), this economic theory was proposed by
Burton Weisbrod and posits that nonprofit organizations were created because of a failure of the
government to provide sufficient public goods. Nonprofit organizations responded to the public
demand for a collective good and offered a wide variety of services for which people were

willing to pay for or support through contributions (Hammack, 2002; Herman, 1994). In fact,



Kevin P. Kearns (1996) suggests that because the nonprofit sector is now so vast in size and
diversity that many people do not even realize how much their lives are touched by nonprofit
organizations on a daily basis.

Many nonprofit organizations enjoy the IRS “tax-exempt” designation. Tax-exempt
status is bestowed upon these organizations because they serve the public benefit and provide
services that the government would otherwise have to provide. There are more than twenty
classifications of tax-exempt status. For the purpose of this study, the focus is on the 501 (c) 3
classifications. The mission of the organizations that are included in this classification must be
religious, charitable, scientific, literary, and educational, to foster national or international
amateur sports competitions, to test for public safety, or to prevent the cruelty to children or
animals. The 501 (c) 3 status allows for contributions made to organizations in this class to be
tax-deductible. In addition, 501 (c) 3 organizations must refrain from engaging in considerable
lobbying activities or in the promotion of a candidate for office (Blazek, 1996, DiMartinis, 2004;
Grobman, 2005; Herman, 1994; Weis and Gantt, 2004; IRS, n.d.).

The types of nonprofit organizations the HFUW funds are 501 (c) 3 organizations, and
each serves at least one of the purposes required by this IRS classification. These health and
human service organizations offer programs that provide services, benefits, or assistance
affecting health and welfare of the individuals and communities they serve (Heart of Florida

United Way, n.d.).

Push For Performance Measures In The Nonprofit Sector

There has been growing skepticism from government leaders and the public about

whether or not the interventions of nonprofit social service programs have any discernible impact



on societal problems. People want to know that the nonprofit program they fund is being run
efficiently and delivering the agreed upon products and services to a community that is truly in
need. They want to see their donations make a real change that is sustainable, replicable, and
institutionalized that will transform their communities (Herman, 1994; Hurd, 2005; Kanter,
1999).

This push for societal impact has put pressure on nonprofit programs to develop
performance measurement systems with meaningful outcomes. Outcomes are defined as the
benefits or change an individual or population has incurred due to their participation in the
program activities of a nonprofit program. The purpose of these measurement systems is to
provide accountability, improve program quality, appropriately allocate resources, and market
successful programs (Evaluation Forum, 2000; Fine, Thayer, and Coghlan, 1998; Martin and

Kettner, 1996; Poole, et al, 2000; Reisman, 1994; United Way of America, 1996; Wolf, 1999).

Ethics and Nonprofit Organization Performance

With this push, as explained above, for performance measurement and meaningful
outcomes, nonprofit organizations are faced with the challenge of how best to ensure that their
programs are meeting their identified outcomes. Studies of performance outcomes and
productivity of government and private sector employees found that ethics interventions can
make a positive impact on organizational productivity (Bruce, 1994; Burke and Black, 1990). In
his research of public organizations, Donald C. Menzel (2001) argues that while promoting
ethical behavior is not the primary goal of an organization, effective public policies and

organizations can not exist without them.



Researchers suggest that the best-run organizations are similar in regard to ethical
practices in hiring, performance evaluation, and promotion decisions. These organizations are
action oriented, innovative, and encourage individuality of employees but insist on their
adherence to the core values of the organization, and they show improvements in responsiveness,
public consensus, stakeholder trust, elected official confidence level, and delegation of decision-
making power to lower level decision units. Leaders in organizations are challenged to create an
environment that encourages employees to act ethically everyday, not only in times of crisis
(Berman, 1999; Feldheim and Wang, 2002; Geuras and Garofalo, 2002; Hale, 1996; Peters and
Waterman, 1982; Wang, 2000).

The ethical practices listed above such as delegation of decision-making power, gaining
stakeholder trust, and responsiveness may enhance productivity, but do they help to ensure that a
program meets its performance outcome measures? From the literature, the link can be made
that the ethics interventions or strategies employed by the managers/directors of nonprofit
programs lead to the organization meeting its performance outcomes (Berman, 1999; Bruce,

1994; Burke and Black, 1990; Feldheim and Wang, 2002).

Ethical Strategies N Meeting performance outcomes

Figure 1: Research Model

The research model is a simple causal relationship based on the literature. The model
suggests that ethical strategies will ultimately lead to an increased ability to meet performance

outcome measures.



Moderating the model are the details of the program, which is operationalized as the

ability of the program to meet its performance outcomes based on the capacity of the program’s

processes as measured by the PAQS, the characteristics of the program, and the demographics of

the individual manager/director. As stated earlier, the PAQS is an instrument used by the

HFUW that scores the capacity of a program’s proposed measurement system. The PAQS was

created in an effort to build capacity in the area of developing performance measurement

systems. The intent of the PAQS is to identify the parts of a nonprofit program’s performance

measurement system that are flawed and which could potentially hinder the program’s ability to

meet its outcomes. The PAQS provides the type of assessment that “increases the likelihood that

a proposed measurement system will deliver what it promises” (Poole, et al, 2000, p. 16). The

PAQS scores seven areas of a program’s performance measurement system: resources;

activities; outputs; outcomes; goals; indicators; and evaluation plan. The following table

contains a description of each of these areas:

Table 1: The Seven Subscales of the PAQS Tool (Poole, et al, 2000, pgs. 17-18)

Subscale Definition

Resources Program ingredients (e.g., funds, staff, community support, participants)

Activities Methods used to accomplish program goals (e.g., classes, counseling,
training)

Outputs Units produced by a program (e.g., number and type of clients served,
number of policies developed, number of events planned)

Outcomes Short and immediate indicators of progress toward goals (e.g., improved
school-related behaviors, increased parental knowledge of child
development, improved family functioning)

Goals Long-term desired program effects (e.g., resilient community, economic
self-sufficiency, violence prevention)

Indicators Specific and observable terms to measure whether a program has

achieved an intended outcome (e.g., grades, attendance, discipline
reports, scores on family functioning scale, scores on knowledge of child
development test)

Evaluation Plan

A systematic method to generate reliable and valid data to measure
progress toward outcomes (e.g., measurement tools, data collection
procedures, sampling strategy)




Program characteristics include the overall agency budget, the program budget, the
percentage of fundraising and administrative costs to the program budget, and the type of service
provided. Individual manager/director demographics include years employed in the nonprofit

sector, years worked in the current organization, and education level.

Theory of Causal Relationship in the Model of Study

The model of study is based on the research model shown in Figure 1 and suggests that
the use of ethical strategies combined with the details of the program will impact the ability of
nonprofit programs to meet performance outcome measures. This causal relationship is
supported by theories on ethical practice, which suggest that ethical people are more productive
(Bruce, 1994) and that an organization’s performance is positively impacted by the ethical
climate of that organization (Menzel, 2001). Mary Ann Feldheim and XiaoHu Wang (2002)
found that the ethics enhancement strategies of role modeling, ethics development, and ethics
enforcement and review increase the workers’ willingness be accountable, which will result in
increased accountability and, possibly, the increased potential of meeting program performance
outcomes. The current research builds on the work of Feldheim and Wang (2002) by studying
the impact of their ethics enhancement strategies as well as the ethical strategies of transparency,
stewardship, and empowerment on the achievement of performance outcomes. Figure 2 provides

a visual display of the model of the study.
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Ethical Strategies
1) Role Modeling
2) Ethics
Development
3) Ethics Enforcement
and Review
4) Transparency Percentage of
5) Stewardship Performance
6) Empowerment Outcomes

Met

Program Details
e Program Characteristics
e Manager/Director
Demographics
e Capacity of Program’s
Processes

Figure 2: Model of Study

Problem Statement

To what extent do managers/directors of nonprofit programs funded by the HFUW
demonstrate ethical practices and are these practices directly related to improving the
achievement of program outcomes? In the literature there are numerous studies of how
organizational leaders view ethics, ethical strategies employed by organizations, and on how to
improve performance outcomes (Berman, 1999; Bruce, 1994; Burke and Black 2001; Chandler,
1999; Drucker, 1990; Feldheim and Wang, 2002; Gueras and Garofalo, 2002; Hale, 1996;
Hardina, 2004; Hurd, 2005; Menzel, 2001; Mertins, Burke, Kweit, and Pops, 1998; Peters and
Waterman, 1982; and Wang, 2000). However, little is known about the relationship between

ethical practice and the achievement of performance outcomes in nonprofit organizations.
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Objective of the Research

This research focuses on the relationship of the ethical strategies employed by nonprofit
program managers and/or directors and the achievement of a program’s identified outcomes and
attempts to add to the paucity of research on the relationship between ethical practice and the
achievement of performance outcomes in nonprofit programs taking into account the details of

the program. From the literature, the following hypotheses were developed:

Initial Research Hypotheses

Ha, - Program performance outcomes are influenced by the ethical strategies employed
by the manager/director (Berman, 1999; Bruce, 1994; Burke and Black 2001; Chandler,
1999; Drucker, 1990; Feldheim and Wang, 2002; Gueras and Garofalo, 2002; Hale, 1996;
Hardina, 2004; Hurd, 2005; Menzel, 2001; Mertins, Burke, Kweit, and Pops, 1998; Peters
and Waterman, 1982; and Wang, 2000).

Ha, - Program performance outcomes are influenced by the ethics enhancement strategy
Role Modeling employed by the manager/director (Bruce, 1994; Feldheim and Wang,
2002; Hudson, 2005; Jeavons, 2005; and Wang, 2000).

Ha3 - Program performance outcomes are influenced by the ethics enhancement strategy
Ethics Development employed by the manager/director (Burke, 1999; Chandler, 1999;
Feldheim and Wang, 2002; Irvin, 2005; Menzel, 2001; Salopek, 2001; and Wang, 2002).

Ha, - Program performance outcomes are influenced by the ethics enhancement strategy
Ethics Enforcement and Review employed by the manager/director (Feldheim and Wang,
2002; Menzel, 2001; and Springer, 2005).

Has- Program performance outcomes are influenced by the ethical strategy Transparency
employed by the manager/director (Give.org, n.d.; Hurd, 2005; Jeavons, 2005; Light,
2002; and Young, 2002).

Hag - Program performance outcomes are influenced by the ethical strategy Stewardship
employed by the manager/director (Berman, 1999; Brower and Shrader, 2000; Dicke,
2002; Dicke and Ott, 2002; and Mason, 1992).

Ha; - Program performance outcomes are influenced by the ethical strategy
Empowerment employed by the manager/director (Berryhill and Linney, 2000; Boyd,
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2000; Harley, Stebnicki, and Rollins, 2000; Warner, 1997; Weick, 1984; and Weil,
1996).

Hag— The capacity of a program’s processes as measured by the PAQS score is
associated with its performance outcome measurement score (Fredericksen, 2003;
Herman and Renz, 2004; Kearns, 1996, Martin and Kettner, 1996, Morley, Vinson, and
Hatry, 2001; Poole, et al, 2000; and Reisman, 1994).

To test the hypotheses, the following research questions will be answered by the study:

Research Questions

1) Do ethical strategies affect the achievement of performance outcomes of nonprofit
programs?

2) Does the ethics enhancement strategy Role Modeling affect the achievement of
performance outcomes of nonprofit programs?

3) Does the ethics enhancement strategy Ethics Development affect the achievement of
performance outcomes of nonprofit programs?

4) Does the ethics enhancement strategy Ethics Enforcement and Review affect the
achievement of performance outcomes of nonprofit programs?

5) Does the ethical strategy Transparency affect the achievement of performance outcomes
of nonprofit programs?

6) Does the ethical strategy Stewardship affect the achievement of performance outcomes of
nonprofit programs?

7) Does the ethical strategy Empowerment affect the achievement of performance outcomes
of nonprofit programs?

8) Is there a relationship between a program’s PAQS score and the achievement of
performance outcomes?

Study Description

This research examines the relationship between ethical strategies and the achievement of

performance outcomes taking into account the details of the program. In this study, ethical
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strategies act as the independent variable, percentage of performance outcomes met is the
dependent variable, and the control variables are the program details -- defined as program
characteristics, manager/director demographics, and capacity of the program’s processes. Figure
3 displays the independent, dependent, and control variables for this study. Earl Babbie (2007)
defines dependent variable as “a variable assumed to depend on or be caused by another” (p.
G3). In this study, percentage of performance outcomes met is the dependent variable because it
is hypothesized that the achievement of performance outcomes depends on the
manager/director’s use of ethical strategies. It is important to note that the programs in this study
are responsible for deciding what their performance outcome measures will be. These
performance outcomes may be based on a national benchmark, baseline data, or industry
standard, or they may be based on nothing and simply made up.

Babbie (2007) defines independent variable as, “a variable presumed to cause or
determine a dependent variable” (p. G5) Ethical strategies act as the independent variable in this
study because this study presumes that manager/director’s use of various ethical strategies causes
the program to achieve their program performance outcomes.

Finally, Babbie (2007) defines control variables as, “a variable that is held constant in an
attempt to clarify further the relationship between two other variables” (p. G11). Program
details is the control variable in this study because it helps to clarify the relationship between
ethical strategies and program performance outcomes by holding constant the various program

and manager/director demographics and the capacity of the program’s processes.
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Independent Variable/
Ethical Strategies
1) Role Modeling
2) Ethics Development
3) Ethics Enforcement

and Review

4) Transparency

5) Empowerment Dependent

6) Stewardship Variable
Percentage of
Performance

Outcomes Met

Control Variables
e Program Characteristics
e Manager/Director
Demographics
e (apacity of Program’s
Processes

Figure 3: Model of Study Translated Into Research Model

Methodology

This section will briefly describe the methods and procedures utilized in determining the
ethical strategies employed by program managers and/or directors of the nonprofit programs

surveyed and how those strategies relate to the achievement of program outcomes.

Population and Unit of Analysis

The population of this study consists of the nonprofit programs funded by the HFUW.
These programs are self-selected in that they voluntarily submitted a grant proposal to the
HFUW, and were funded based on their application. These 168 programs are situated within
nonprofit organizations that meet the general standards set forth by the HFUW in order to

receive funding (Heart of Florida United Way, n.d.).
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Data Collection

Following a pilot study comprised of 15 nonprofit programs funded by the HFUW, a
cover letter explaining the purpose of the study and the survey instrument was mailed to the
managers/directors of the remaining 153 nonprofit programs selected to be in the study on March
24,2006 with a return date of April 11, 2006. In order to yield a higher return rate, a second
mailing was sent out on May 8, 2006 with a return date of May 26, 2006.

In addition, archival data located at the HFUW office was analyzed. This data includes
each program’s PAQS scores and their outcome information as reported in annual reports.
Limited demographic information (agency budget, program expenditures, and type of services) is
also included in the archival data.

Finally, interviews were conducted with purposively selected survey participants.
Information gathered during the interviews - examines the relationship between ethical strategies

and performance outcomes in nonprofit programs.

Measurement/Instrumentation

Data was collected using the survey instrument (Survey of Ethics Enhancement
Strategies in Nonprofit Programs in Florida) (APPENDIX A). The survey was designed to
measure respondents’ use of ethical strategies. In addition questions related to demographics of
the respondent, such as current position, number of years with the agency, education level, and

program service area were asked.
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Data Analysis
All questions excluding those related to demographics were asked using a Likert scale: 5
= Strongly Agree; 4 = Agree; 3 = Neutral; 2 = Disagree; 1 = Strongly Disagree, 0 = Don’t know

9% ¢¢

or can’t say. Indexes of “Role Modeling”, “Ethics Development”, “Ethics Enforcement and
Review”, “Transparency”, “Stewardship”, and “Empowerment” were utilized to determine how
different ethical strategies impact a program’s outcomes. Respondents received both a score for
each index and an overall score.

The researcher then collected the PAQS score for each program and determined whether
or not program outcomes were met for the agencies that return the surveys. Each program was
given a numerical score based on their performance outcome data. Using multiple regressions,
the researcher analyzed the data using SPSS 13.0 for Windows. Multiple regression is the
appropriate statistic to use in this analysis because it allows for the comparison of the predictive

ability of the independent variables on a dependent variable. It also helps in model specification

and theory building (Pallant, 2001).

Qualitative Interviews

In an effort to enhance the quantitative part of the study a qualitative study in the form of
interviews was also conducted. Seven interviews (nearly 9% of the total number of survey
participants) were conducted with purposefully selected survey participants. Participants were
chosen to participate in the interviews based on their performance outcomes and PAQS score.
Program and agency budget as well as percentage of administrative costs were also considered
when selecting participants for the interviews. Therefore, the interviews conducted had a

diversity of programs represented with respect to the capacity of their program processes,
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performance outcomes, budget size, and administrative costs. The interviews were analyzed
using the Grounded Theory approach.

In addition to the interviews, an in-depth review of archival data located at the HFUW
was conducted by the researcher. The review included each interview participant’s logic model
and evaluation plan in order to determine why each program either achieved or did not achieve

their stated performance outcomes.

Definitions of Terms

Nonprofit Program
For the purpose of this research, nonprofit programs are those whose purpose is religious,
charitable, scientific, testing for public safety, literary, educational, or prevention of cruelty to
children or animals. In addition, the program must be funded by HFUW. The HFUW funds
programs that meet the following criteria:
» Agency must have a substantial presence in Orange, Osceola, or Seminole county,
and the agency must have been providing services for a minimum of one year.
» Agency must have the classification of 501 (c) 3 by the Internal Revenue Service.
» Agency must certify that any expenses connected with lobbying and voter or
legislation influence is in compliance with Internal Revenue Service regulations
for tax-exempt organizations.
» Agency must account for its funds in accordance with generally accepted

accounting principles and submit either a copy of their audit or IRS form 990.
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» An active and responsible governing body (Board of Directors) whose members
volunteer their time and have no material conflict of interest must govern agency

(Heart of Florida United Way, n.d.).

Program Performance QOutcomes

For the purpose of this study outcomes are defined as “changes in participant knowledge,
attitudes, values, 