RESEARCH NOTE

No Longer Unmeasurable?
A Multidimensional Integrated Model
of Nonprofit Organizational Effectiveness

Jessica E. Sowa
University of South Carolina

Sally Coleman Selden
Lynchburg College

Jodi R. Sandfort
University of Minnesota

Few topics in nonprofit research and practice have received greater attention in recent
years than organizational effectiveness. In spite of this intellectual interest, little consen-
sus has emerged, either theoretically or empirically, as to what constitutes organizational
effectiveness and how best to measure it. In this article, we introduce a multidimensional
and integrated model of nonprofit organizational effectiveness (MIMNOE). The model
captures two prominent dimensions of organizational effectiveness, management effec-
tiveness and program effectiveness. In addition, to illustrate how this framework can be
used empirically, the article proposes a method of analysis that exploits the interrelation-
ships between the multiple dimensions in the model. MIMNOE is useful for both scholars
and practitioners because it requires attention not only to program outcomes, but also
equally to the factors that influence those outcomes.
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what constitutes organizational effectiveness and how best to measure it
(Forbes, 1998; Goodman, Pennings, & Associates, 1977; Rainey & Steinbauer,
1999)." Yet, questions of effectiveness have become increasingly important in
the world of practice, as government and philanthropic funders, clients, and
the public exert increased pressure on nonprofit organizations to demonstrate
their impact on complex social problems. Tools such as outcome measure-
ment, benchmarking, and quality systems are being adopted to build organi-
zational capacity and achieve greater effectiveness (Letts, Ryan, & Grossman,
1999; Salamon, 1997). These developments create an even greater imperative
for scholars to agree on common criteria that define effective nonprofit organi-
zations and provide frameworks that can facilitate the assessment of
effectiveness.

Although organizational effectiveness research is beset with controversy,
including debates about the primary factors that constitute organizational
effectiveness (Goodman et. al, 1977; Rainey & Steinbauer, 1999) and questions
about validity of measuring the construct at all (Goodman, Atkins, &
Schoorman, 1983; Hannan & Freeman, 1977; Steers, 1975), the topic perseveres
because of its substantive importance. Scholars of nonprofit organizations
have argued that the characteristics of these organizations, such as their
unique financial and legal status and their goals based on social values, make
discussions about how to conceptualize organizational effectiveness even
more complex (Au, 1996; Kanter & Summers, 1987; Ostrander & Schervish,
1990). In fact, several recent reviews of studies of nonprofit organizational
effectiveness detailed the various theoretical approaches utilized in the litera-
ture, examined research findings, and identified the myriad of conceptual and
empirical problems that still remain (Forbes, 1998; Herman, 1990; Herman &
Renz, 1999).

This article introduces a multidimensional and integrated model of non-
profit organizational effectiveness that builds directly on the work of previous
scholars. Itaddresses a shortcoming in some of the previous work—the lack of
deliberate distinction between levels and units of analysis in measuring orga-
nizational effectiveness (Jreisat, 1991, p. 16). The multidimensional, inte-
grated model of nonprofit organizational effectiveness (MIMNOE) captures
two distinct levels or dimensions of effectiveness—management effectiveness
and program effectiveness.” Both management and program effectiveness are
decomposed further into two subcomponents: capacity and outcomes.

STUDYING ORGANIZATIONAL EFFECTIVENESS—
MULTIPLE VIEWS COMPETE FOR PROMINENCE

Organization theory has produced a plethora of models exploring organi-
zational effectiveness; in fact, some scholars have stated that there are as many
models as there are studies of organizational effectiveness (Herman & Renz,
1999). Because the proposed model builds on the work of previous scholars,
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the article reviews briefly some of the criteria that have been employed in pre-
vious models of organizational effectiveness.

Some scholars focus on internal organizational factors when defining crite-
ria of effectiveness, such as its goals or procedures for accomplishing these
goals. The rational goal or purposive-rational model of organizational effec-
tiveness assumes that organizations are designed to achieve certain goals,
both formally specified and implicit. It focuses on the extent to which an orga-
nization reaches its goals as the key criterion of effectiveness (Etzioni, 1964;
Pfeffer, 1982; Price, 1972). Other scholars emphasize different internal mea-
sures when they develop a portrait of effectiveness, such as various measures
of organizational health (Argyris, 1964; Bennis, 1966; Likert, 1967).

Still other scholars focus on external factors in developing criteria of effec-
tiveness, emphasizing the relationship of an organization to its environment.
The system resource model, developed by Seashore and Yuchtman (1967),
defines organizational effectiveness through the survival of the organization,
“the ability to exploit its environment in the acquisition of scarce and valued
resources to sustain its functioning” (p. 393). Therefore, in this conception the
inputs into an organization are more important than their outputs because an
organization’s ability to maintain sufficient resources for survival is the most
important indicator of effectiveness. Another approach to conceptualizing
effectiveness focuses on organizations’ relationships with key external actors.
The ecological model or the participant satisfaction model defines organiza-
tional effectiveness according to organizations’ ability to satisfy key strategic
constituencies in their environment (Boschken, 1994; Connolly, Conlon, &
Deutsch, 1980; D’ Aunno, 1992; Keeley, 1978; Miles, 1980, Zammuto, 1984).

The organizational effectiveness research demonstrates, because organiza-
tions vary, that these organizational differences may lead to the appropriate
criteria for assessing effectiveness varying across them. Organizations with
clearly defined and easily measurable goals may be assessed using the ratio-
nal goal model. On the other hand, organizations with more ambiguous goals
may be better appraised using other factors, such as fiscal health, the ability to
attractand sustain resources, or the ability to satisfy key stakeholders. In addi-
tion, in selecting criteria, scholars exercise different value judgments about
what is most appropriate in determining organizational effectiveness
(Cameron & Whetten, 1983).

Several scholars have tried to address this conundrum of organizational
variation and different values associated with measuring effectiveness by
incorporating aspects of each of these models into comprehensive frame-
works that are argued to provide a more complete picture of what constitutes
organizational effectiveness (Cameron, 1981, 1982; Quinn & Rohrbaugh, 1981,
1983). Cameron (1978, 1981, 1982) developed a multidimensional approach
that attempts to reconcile the system resource, rational goal, internal process,
and participant satisfaction models. Quinn and Rohrbaugh (1981, 1983)
developed a spatial model of organizational effectiveness that attempts to
acknowledge the competing values that surround the assessment of
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organizational effectiveness, values such as internal focus versus external
focus and the balance between means and ends.

Multidimensional models of organizational effectiveness have gained
prominence among nonprofit scholars, with many studies using multidimen-
sional approaches and others arguing that the nature of nonprofit organiza-
tions demands frameworks that capture multiple dimensions of these organi-
zations (Cameron, 1982; Forbes, 1998; Herman & Renz, 1997, 1999; Kushner &
Poole, 1996; Ostroff & Schmitt, 1993; Rojas, 2000). It is to this movement that
the model presented in the following section seeks to contribute.

MIMNOE

MIMNOE builds upon debates in the organization theory and nonprofit
management research base that a multidimensional model represents a prom-
ising way to capture nonprofit organizational effectiveness. Scholars maintain
that developing frameworks or models for the assessment of effectiveness is
more fruitful than attempting to derive single measures that encapsulate the
construct (Cameron, 1982; Cameron, & Whetten, 1983). For example, Campbell
(1977) states,

Abetter way to think of organizational effectiveness is as a construct that
has no necessary and sufficient operational definition but that constitutes
a model or theory of what organizational effectiveness is. The functions
of such a model would be to identify the kinds of variables we should be
measuring and to specify how these variables, or components interre-
late—or should be interrelated. (p. 18)

This article wrestles with this challenge and considers both which factors
should be assessed and how they interrelate in order to form a model for
understanding nonprofit organizational effectiveness. Although this model
will not end the debate on this subject by providing the definitive statement, it
will illuminate new avenues for scholars and practitioners to research this
important and enduring topic.

First, the model is hierarchical, as many organizations are fundamentally
hierarchical. Organizations have multiple levels that together form the whole
thatis the organization. With this framework, we argue that the primary levels
encompassing organizations are their management core and the programs
that they deliver, and, therefore, we posit that organizational effectiveness
comprises two primary and distinct levels: management and program. “Man-
agement” refers to organizational and management characteristics—those
characteristics that describe an organization and the actions of managers
within it. Measures of management encompass variables that tap capacity
(structure and process), as well as those that represent the outcomes of these
management systems and activities. “Program” refers to the specific service
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or intervention provided by the organization. It also has variables that relate
to the capacity (structure and process) of the program, as well as the outcomes
created by the intervention. Before delving more deeply into the specific mea-
sures included in this model, the next section explains the principles driving
it.

Principle 1: There are multiple dimensions of effectiveness, with the primary di-
mensions being management and program effectiveness.

In specifying multidimensional frameworks of organizational effective-
ness, scholars have generally differentiated dimensions along certain theoreti-
cal premises or assumptions. This model presented here is premised on the
idea that a fruitful distinction is between the effectiveness of the management
operations of an organization and the effectiveness of the programs that the
organization operates. Organizational effectiveness is more than the mere
outcomes of the programs it operates or the services it provides. It is as impor-
tantly a function of its management structures, how well they operate, and
their impact on the most crucial organizational resource, its employees. Man-
agement structures are especially important in nonprofit organizations be-
cause staff play an essential role in translating organizational inputs into
outputs (Hasenfeld, 1983). Improving management effectiveness may lead to
better program performance, as it provides a foundation for the sustainability,
improvement, and growth of programs (Letts et al., 1999). An effective organi-
zation needs to operate effectively at both the management and program lev-
els. An organization that is well managed and operated but delivers poor
programs is not fully effective, just as an organization that delivers well-run
programs but has an unhappy staff or poor overall organizational operations
is not fully effective.

Principle 2: Management effectiveness and program effectiveness are further com-
posed of two subdimensions, (a) capacity (processes and structures) and (b) out-
comes.

For each primary dimension, this framework proposes two additional
subdimensions of effectiveness (Herman & Renz, 1999; Scott, 1977). The first
encompasses capacity as measured by processes and structures and the sec-
ond includes outcomes. “Capacity” refers to how the organization or program
operates, the structures in place, and the operating processes that dictate and
direct employee action. “Outcomes” are the results produced by management
and program activities. Too often, outcomes alone become the indicators of
choice for representing organizational effectiveness. Yet, hidden behind those
outcome measurements are complex and diverse dynamics that may vary
across and within organizations and programs. To improve outcomes, organi-
zations need to understand how their structures and processes enable or
hinder those outcomes.
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Scholars often use multiple indicators of capacity and outcomes in research
about effectiveness; however, they usually examine indicators only within
one of the primary dimensions. For example, assessments of program, along
both capacity and outcome, are found in schools (Arum, 1996; Chalos &
Cherian, 1995; Ferguson, 1991) and job training programs (Hasenfeld &
Weaver, 1996; Heinrich, 1999). Assessments of management, along both
capacity and outcome, have occurred in public bureaucracies, state govern-
ments, and public health clinics (Ammar, Duncombe, Hou, Jump, & Wright,
2001; D"Aunno, Sutton, & Price, 1991; Ingraham & Donahue, 2000a, 2000b;
Ingraham & Moynihan, 2001).

Principle 3: Both objective and perceptual measures are needed to fully capture the
dimensions of effectiveness.

For each of the subdimensions within management effectiveness and pro-
gram effectiveness, researchers should collect two types of measures to under-
stand the constructs, objective and perceptual.’ Social constructionist theory
informs much recent work in organizational studies and teaches scholars and
practitioners about the impact of “meanings” made by staff, management,
and clients on how phenomena influence organizational operation (Herman
& Renz, 1999; Scott, 1995; Weick, 1995).* Including both objective and percep-
tual measures enables scholars to better capture the actual construct of
organizational effectiveness being studied. For example, merely having a
state-of-the-art management system does not necessarily indicate that it
functions effectively. An organization may have a sophisticated and inte-
grated information technology system but may continue to process forms
manually, such as program attendance sheets. By including perceptual mea-
sures alongside objective measures of the indicators of effectiveness, scholars
may examine the degree to which these structures, processes, and outcomes
align with the perceptions of those that participate in the organization on a
day-to-day basis and develop a more comprehensive understanding of any
possible organizational dysfunctions that may be reducing the effectiveness
of the organization.

Principle 4: Amodel of organizational effectiveness should allow for organizational
and programmatic variations within a systemic structure.

The proposed approach for analyzing organizational effectiveness is both
stable and flexible, allowing researchers to customize the model to fit specific
programmatic contexts. The model assumes that certain management struc-
tures and processes transcend all programs operated by the organization, but
that the program level structures and processes may vary between programs.

The proposed indicators of management effectiveness are relatively stable.
In developing this model, we kept the number small to achieve parsimony in
the model; however, scholars could add additional measures to this model if
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desired. However, those suggested could be used by most scholars, regardless
of the differences among organizations, because they reflect management
structures, processes, and outcomes that transcend a particular organizational
type.

In contrast, measures of program effectiveness will generally vary depend-
ing on the nature of the programs operated by the organizations under investi-
gation. Mental health programs will look different than early childhood or
welfare-to-work programs. There also will be within-case variation, as many
organizations operate more than one program, requiring the need to select dif-
ferent measures to represent the dimension of program effectiveness for each
program or focusing exclusively on one program area.

To identify possible indicators, we drew measures from the many studies of
nonprofit organizational effectiveness or organizational operation.’ The fol-
lowing discussion addresses the suggested measures in more detail.

MANAGEMENT CAPACITY (STRUCTURES AND PROCESSES)

Generally, scholars find that more effective nonprofit organizations have
similar management practices, certain structures and processes that are gener-
ally accepted as the best practices within the field (Herman & Renz, 1998,
1999). For the sake of parsimony, this model collapses many of the multiple
measures of management structures and processes suggested in the research
on organizational effectiveness into a single, overall construct of management
capacity.

Objective indicators of management capacity. In examining the “black box” of
organizational effectiveness, scholars have maintained that the possession of
appropriate management capacity, having systems in place, certain structures
and processes that support the operations of the organization, is a critical indi-
cator of the effectiveness of an organization (Ingraham & Donahue, 2000a).
Management capacity may be composed of the following management prac-
tices and systems that seem most relevant for nonprofit organizations: a for-
mal mission statement, a strategic plan, the human resource systems, an inde-
pendent financial audit, and an information technology system or systems
(Herman & Renz, 1998; Stone, Bigelow, & Crittenden, 1999). A mission state-
ment articulates the organization’s reason for being and a strategic plan lays
outa coherent plan of activities to be undertaken in the fulfillment of that mis-
sion. An independent financial audit is an indicator of fiscal management, the
ability to report fiscal information in a reliable and consistent manner. With
reference to human resource systems and processes, as many nonprofit agen-
cies directly provide services using people as the conveyors of particular ser-
vice technologies, personnel represent their most critical organizational input.
As a result, human resource systems are particularly important because they
can encourage performance among those employees.
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Perceptual measures of management capacity. To enrich these objective mea-
sures encompassed in the construct of management capacity, researchers
should collect data about the degree to which organizational employees,
including both management and line staff, view the aforementioned systems
and practices reflected in the objective management capacity measure. Are
mission statements and strategic plans used? Are fiscal audits or training sys-
tems adopted merely because of pressure from the institutional environment
or because they truly serve the needs of the organization (Dimaggio & Powell,
1983; Meyer & Rowan, 1977)? To understand this construct and the causal
relationship it exerts on organizational outcomes, scholars and practitioners
need to understand how these systems and practices actually function in the
daily operation of the organization. Including a perceptual measure of man-
agement capacity, the staff evaluation of how well this management capacity
actually operates and serves the needs of the organization allows for scholars
to discover any possible disconnect between practices and perceptions.

MANAGEMENT OUTCOMES

Management outcomes should capture how well the management capac-
ity, the structures and processes, work: the degree to which the employees of
the organization are successfully managed and the degree to which the man-
agement structures and processes generate sufficient resources to maintain
the operations of the organization (Hall, 1999; Rainey, 1997; Scott, 1998).
Therefore, for management outcomes, scholars and practitioners should
examine two key measures, financial health and employee satisfaction, using
both objective and perceptual indicators.

Objective measure of organizational financial health. The systems resource
model clearly establishes the importance of organizational financial health or
stability as an outcome of nonprofit management systems. Organizations
need resources in order to function effectively (Hall, 1999; Seashore &
Yuchtman, 1967). Fund-raising and other revenue generation, cost sharing,
and other staff efficiencies are all undertaken to bolster an organization’s fiscal
health. However, there are multiple ways to assess financial health, depend-
ing upon the research design being employed (Gronbjerg, 1993). Two possible
measures that have been used in the past include the stability of revenue
acquisition (measured through data collected on whether the organization
has a stable history concerning their primary funding sources) and whether
the organization maintains a financial surplus for emergencies.

Objective measure of employee satisfaction. In human resources management
research, employee satisfaction is often used as the primary indicator of the
effectiveness of management systems (Campbell, 1977; Davidson, 1998;
Delery & Doty, 1996; Fitz-enz, 1994; Markowich, 1995; Martinez, 1996; Ulrich,
1997). The most common objective measure of employee satisfaction is
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employee turnover. Lower turnover is indicative of a strong and more effec-
tive organization (Price, 1977). In part, this is because turnover creates high
organizational costs when an employee departs, such as the cost of recruiting
and training a new employee and the time needed to bring a new employee
through the learning curve (Cascio, 1982; Selden & Moynihan, 2000).

Perceptual measures of management outcomes. As was true in measuring man-
agement capacity, perceptual measures help assess the degree to which the
objective measures influence day-to-day organizational operations. Objective
measures of financial health are certainly influenced by management percep-
tion of whether the organization possesses sufficient resources to conduct
major operations, innovate, and weather emergencies. These perceptions
should be captured through self-reports from management concerning their
perceptions on their organization’s financial well-being. In addition, such as
in the study by Phillips (1996), employee job satisfaction, measured by the line
staff’s assessment of the satisfaction they have in conducting their duties and
their overall motivation for work is a commonly used perceptual measure of
management outcomes.

PROGRAM CAPACITY (STRUCTURES AND PROCESSES)

The effectiveness of the organization is also shaped by the effectiveness of
the programs operated by the agency, both in terms of how they are structured
and how they influence ultimate program outcomes. Many organizations, in
particular nonprofit organizations, are specifically designed to create demon-
strable changes in the lives of those they serve. Program capacity explores
both how well programs are designed and operated and how well they are
perceived as being designed and operated appropriately.

Objective measures of program capacity. Objective indicators of program
capacity should tap the fundamental structures and processes of the programs
being operated by the organization. The technology used by an organiza-
tion—how it transforms its inputs into outputs—is an integral piece of overall
program operations (Hall, 1999; Hasenfeld, 1983). Some organizations adopt
technologies, such as mental health interventions, based upon well-tested
models, whereas others develop programs by talking with other professionals
in the field or adopting approaches that seem to be used by many other agen-
cies. One measure of program capacity should tap this element, documenting
the programmatic integrity of the model being used or the appropriateness of
a theory of change. In addition, measures should be included concerning the
level of material resources provided to a program, including financial
resources and personnel resources. Lin (2000) has demonstrated that pro-
grams, although appearing to be fully implemented, may, in fact, reflect differ-
ent degrees of implementation, such as subverted, neglected, and abandoned
program implementation. Including a measure of program capacity into a
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model of organizational effectiveness should address possible problems that
have occurred during the implementation of particular programs.

Perceptual indictors of program capacity: The belief of program efficacy. As is true
for management capacity, or processes and structures, staff perceptions of
program elements are integrally related to how they are carried out each day.
In research about organizational effectiveness, scholars should probe staff
beliefs about the efficacy of their programs. Do they believe that their daily
work is reasonably able to affect the desired program outcomes? Do they feel
capable—in both knowledge and resources—of carrying out the tasks they
have been assigned? Again, although the specific way of operationalizing this
construct will depend upon the program under investigation, it is important
that scholars tap staff beliefs about program process, because these beliefs
integrally shape their day-to-day actions (Sandfort, 1999, 2000).

PROGRAM OUTCOMES

Considerable scholarly and practitioner attention is focused on assessing
program outcomes. Much of the field of program evaluation, for example,
tries to discern the “impact” of programmatic activity on numerous indica-
tors. Two sets of program outcomes are often measured, one related to the pro-
gram theories of change and one related to customer evaluations of the
outcomes of the programs.

Objective indicators of outcome measures related to specific program theories of
change. For objective measures of program outcomes, there will be variation in
the measures depending on the nature of the services produced by the organi-
zation. Primarily, most program outcome measures should capture the degree
to which the program achieves its purposes. For example, outcomes of interest
in the context of a job training program includes measures such as the percent-
age of clients who worked or the average amount of client earnings (Hill,
2003). Therefore, although these outcome measures will vary, they should
generally tap into the most important aspects of the service technology under-
lying the program processes in order to demonstrate whether these processes
are effective.

Perceptual measure of program outcomes: client satisfaction. Clients are an
important source of information regarding their perceptions of the program.
Inquiring whether clients are satisfied with programs will allow for compari-
son with the objective measures of how well the programs actually served the
clients, allowing for exploration into the degree to which the clients have suffi-
cient understanding of the program and the degree to which it suits their
needs.

The next logical step after operationalizing the constructs is to select a
method that allows one to both measure the constructs and examine the causal
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relationships between those constructs. The next section discusses the final
principle that guides this choice.

Principle 5: The analytical method used to assess nonprofit organizational effec-
tiveness should capture multiple levels of analysis and model interrelationships
between the dimensions of organizational effectiveness.

A model of organizational effectiveness requires an appropriate analytical
method to help analyze its key aspects. Multilevel structural equation model-
ing (SEM), a technique increasingly employed by organizational scholars, of-
fers that method for the proposed model. It addresses some of the
shortcomings of other methods that have been employed in prior studies of
organizational effectiveness. Generally, in research examining organizational
effectiveness, the methods employed focus on a single level of analysis—ei-
ther organization or program. Although some researchers acknowledge that
organizations are arranged hierarchically, many of the methods used by schol-
ars generally focus on the linear relationships between determinants and indi-
cators of effectiveness, often failing to reconcile the hierarchical relationship
that exists (Forbes, 1998; Heinrich & Lynn, 1999, 2001a, 2001b). In these stud-
ies, the typical approach to analyzing organizational effectiveness is to either
disaggregate data to the individual (e.g., client) level or to aggregate data to
the organizational level (e.g., nonprofit organization). Neither approach is ap-
propriate—one leads to disaggregation bias and the other to aggregation bias
(Kaplan & Elliott, 1997). When disaggregating, the individuals within the or-
ganization will have the same values on the organizational level variables.
This violates the assumption of independence of the error terms that leads to
biased coefficients. When aggregating the data, details within organizations
are sacrificed. This often leads to relationships appearing stronger than they
are (Kaplan & Elliott, 1997). Therefore, there is the need for multilevel hierar-
chical modeling that allows for the examination of variation at different levels
of the hierarchy. Most recently, a group of scholars have attempted to address
the hierarchical nature of organizational effectiveness in public organizations
with hierarchical linear modeling (HLM; Heinrich & Lynn, 1999, 2001a, 2001b;
Hill, 2003).

Although HLM addresses the hierarchical relationship, it is limited in its
ability to estimate more complex models, especially those involving recipro-
cal causation or structural equation models (measurement models). To dem-
onstrate some of these problems, let us take, for example, a nonprofit organi-
zation that among other human services is providing early care and education
services for 3- and 4-year-olds. One measure of the outcomes of these particu-
lar programs would be the quality of the services being provided in the class-
room, with classroom quality being a composite measure of multiple indica-
tors of quality. So, for example, one significant problem with HLM is that it
doesnotallow researchers to create nonadditive measurement models of mul-
tiple indicators of early education classroom quality across different
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dimensions, including but not limited to space and furnishings, personal care
routines, language-reasoning, activities, interaction, and program structure
(Scarr, Eisenberg, & Deater-Deckard, 1994). Instead, in HLM a single compos-
ite for each dimension of program quality would be included in the model, or
an overall composite measure of classroom quality encompassing all
dimensions would be included in the model.

Multilevel structural equation models, however, combine the full strength
of SEM with multilevel or hierarchical modeling because they allow for esti-
mation of multilevel path analysis wherein within-group-level parameters
are modeled as a function of between-group variables following their own
path models (for a thorough discussion of the methods and estimation, see
Kaplan & Elliott, 1997). Unlike HLM, multilevel SEM also addresses the prob-
lem of measurement error in the variables; that is, it ignores “that many of the
variable are themselves related directly and / or indirectly to desired outcomes
and that the endogenous outcomes may be simultaneously related to each
other” (Kaplan & Elliott, 1997, p. 6). This approach is particularly useful for
analyzing data from complex research designs where data are collected from
different units of analysis within the hierarchical structure. For example, in
doing research in an educational setting similar to the one mentioned in the
previous paragraph, one may collect data at multiple levels—from clients
(students and parents), classrooms, and schools (centers and organizations).
Students are nested within classrooms and classrooms are nested within
schools or nonprofit organizations, requiring the modeling of these different
levels of the hierarchical structure in order to capture a comprehensive picture
of organizational effectiveness.

Again, for example, scholars examining early care and education programs
delivered by nonprofit human service organizations, seeking to examine the
provided framework for organizational effectiveness provided in this article,
would need to collect data at multiple levels in order to develop the most com-
plete picture of organizational effectiveness: at the organizational level, site
level (sometimes the same as the organization), employee, classroom, and cli-
ent level (child or parent). For management outcomes, scholars generally
would focus on examining two levels of analysis—organizational and
employee. Program measures focused on studying these early care and edu-
cation programs would be collected at the client level, such as child outcomes
(cognitive and social skills) and client satisfaction. Once scholars have mea-
sured each concept adequately (conceptually and statistically), they can then
examine the relationship between management outcomes and program
outcomes, controlling for other factors that might influence each.

As argued earlier, SEM provides many advantages. First, it enables
researchers to measure latent variables, such as program and management
outcomes, using multiple indicators. Alternatively, a study could use additive
indices or include large numbers of independent variables in its estimation
equations. This is of particular concern when one’s sample size is limited. Sec-
ond, researchers can estimate models using both latent variables and
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observed variables, such as board and staff characteristics, and examine the
relationships between them. Third, SEM allows researchers to determine the
percentage of a dependent variable that is explained at each level. For exam-
ple, we may find that 30% of the variance in program outcomes is explained at
the site level and 20% is explained at the employee level. This information may
prove invaluable when considering organizational and programmatic
changes and their impacts.

SEM allows for a more in-depth examination of the phenomenon of organi-
zational effectiveness. In studying nonprofit organizations and their charac-
teristics, both conceptual models need to be more comprehensive and meth-
odological tools need to be more sophisticated. Organizations are complex
entities; to fully capture their realities, the field should use methods that tap
and address those complexities.

A NOTE ON THE IMPLEMENTATION OF THIS MODEL

A complex conceptual model requires a purposeful data collection strategy
to help address design and logistical issues or challenges that may arise. This
section addresses briefly some ways to manage these challenges in order to
use the proposed model to its full potential. First, when implementing this
model, researchers will need to grapple with the sampling frame; although
generally random sampling is ideal, putting together a population of non-
profit organizations in a selected location from which to randomly sample
may prove to be both theoretically and practically prohibitive. Therefore, this
article recommends that scholars consider nonrandom sampling methods
that may allow for a clearly defined sample of organizations along particular
criteria, such as purposive sampling or sampling for heterogeneity or homo-
geneity (Tashakkori & Teddlie, 1998). For example, organizations could be
selected along particular traits such as size or subgroup of the nonprofit sector,
such as health or arts, or based on the nature of the organization itself, such as
community action organizations. Accordingly, as the model also calls for
examining the programs within organizations, and organizations may oper-
ate many programs, a program sampling strategy should also be developed.
One such strategy is to select the three largest programs in an organization
based on revenue share of the total operating budget to examine.

In addition, as mentioned earlier, to implement this model scholars will
have to tailor their instruments and data collection methods to the particular
organization. One way to accomplish this may be to conduct a brief telephone
interview with the executive director of the selected organizations in order to
gain the appropriate information to adjust the instruments for particular pro-
grams. Ultimately, program outcome measures will need to be standardized
for comparison within and across organizations. Moreover, this interview
could be used to develop a dissemination strategy of the instruments with the
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executive director to ensure that appropriate respondents receive and
complete the instruments.

Finally, with such a sample, scholars should develop a method for encour-
aging the participation of these nonprofit organizations. One such way may
be to incorporate a method of information sharing or feedback to enable the
organizations to use the information to benchmark themselves for future per-
formance improvement. Scholars could provide the participating organiza-
tions with summary measures of the sample or access to the raw data for their
particular organization.

CONCLUSION

This article addresses the challenge of assessing nonprofit organizational
effectiveness by proposing a model that is founded on five principles. In
detailing these principles, we are in agreement with Herman’s (1990) observa-
tion that “methodological issues are inevitably bound up with theoretical and
paradigmatic issues” (p. 304). Given the complexity of the topic, organiza-
tional effectiveness should be conceived of and modeled as a multilevel, mul-
tidimensional, and structurally integrated concept. Multilevel SEM technique
offers the potential to move beyond simple linear examinations of effective-
ness and its determinants to a better understanding of the complicated interre-
lationships between possible endogenous and exogenous variables.

A model of organizational effectiveness will be most effective to scholars
and practitioners when it reflects an understanding of effectiveness as multi-
dimensional, integrated, and at least partially socially constructed. The model
proposed in this article is structured yet flexible, and it can be reproduced
across organizations, across programs, and over time. It distinguishes
between management effectiveness and program effectiveness and the inter-
relationship between the two dimensions of effectiveness. MIMNOE should
provide scholars with some additional illumination into the complicated
endeavor of assessing nonprofit organizational effectiveness.

Notes

1. Scholars often use the concepts organizational performance and organizational effectiveness
interchangeably, in general not clarifying whether there exists a conceptual difference between
the terms. We have selected organizational effectiveness to refer to the overall performance of an
organization based on its prevalence of usage in the nonprofit literature.

2.Itisimportant to note that with presentation of anew model, itis often argued that there may
be other models that are equally viable. In this article, we are not arguing that our model exists as
the sole framework on which to measure nonprofit organizational effectiveness. We believe, how-
ever, it is a useful way of viewing nonprofit organizational effectiveness that contributes to the
academic debate surrounding this topic.
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3. Although some might argue that there are no objective measures, we distinguish the mea-
sures based on observation of the actual presence or absence of process and structure as objective
and the measures based on staff perceptions or beliefs of these factors as perceptual.

4. In addition, we do not include measures of all possible external stakeholder perceptions in
our model; the only external stakeholders we are including are the clients of the organization. As
demonstrated by Herman and Renz (1997), stakeholders often have very different perceptions
than the perceptions of the employees and clients of an organization as to what constitutes both
effective practice and effective outcomes. Therefore, due to the different values that are often
operating with stakeholder assessments of organizational effectiveness in comparison to the val-
ues operating within the organization itself and within the client groups that the organization
serves, we believe thatitis most useful to view stakeholder assessment of organizational effective-
ness as a separate process that should be treated apart from an assessment of effectiveness based
on the management and program operations of an organization.

5. Determining which are the best indicators to select is an almost impossible task to perfect, as
there are numerous measures that have been argued to be important for assessing effectiveness.
Campbell (1977), in an early examination of this topic, specified 30 different variables that had
been used as indices of effectiveness.
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