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ORGANIZATIONAL COMMUNICATION AND PERFORMANCE
IN THE PUBLIC AND NONPROFIT SECTOR

Jiwon Suh, PhD
The University of Texas at Dallas, 2018
ABSTRACT

Supervising Professor: R. Paul Battaglio, Jr.

Organizational communication performance has been paid less attention in the field of public
administration research even though communication is one of the core elements of every
organization’s practices. The three separate studies that compose the dissertation have been
undertaken with a purpose of investigating the impacts of internal and external communication
on organizational performance in the public and nonprofit sectors. The first study examines the
effects of communication types on innovation and compares the public, nonprofit, and for-profit
sectors. The study finds that meeting with the executive director and the number of
communication channels utilized in an organization has a positive impact on innovation in the
nonprofit sector; however, there is no such impact in the public sector. The second paper
explores the different mediating impacts of internal communication on the SHRM-performance
relationship across the public, nonprofit, and for-profit sectors. Overall, major findings from the
study indicate that there exists substantial variation in the effects of SHRM and internal
communication on organizational performance across the three sectors. The results show that
internal communication only has significant mediating effects on organizational performance in
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the for-profit sector, but not in the public and nonprofit sectors. The third study focuses on
nonprofits, especially museums in the U.S. and investigates the effects of traditional and social
media communication usage on the financial performance. This study finds that the number of
Facebook engagements is positively associated with revenue diversification and equity ratio.
Furthermore, this paper also finds that the number of non-social media communication channels
and the number of social media channels is not associated with administrative cost ratio. These
results indicate that social media engagement with communities by nonprofit organizations may
improve long term financial performance without critically burdensome administration costs.
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CHAPTER 1
INTRODUCTION

Organizations must communicate with and listen to their stakeholders to gain necessary
supports and continue their businesses. Stakeholder model underscores the interdependency
between an organization and its stakeholders and expand the scope of interested parties by
including eight stakeholder groups: communities, employees, customers, governments, political
groups, investors, suppliers, and trade associations (Cornelissen, 2008). Organizations establish
communication strategies by which they respond the different interests of various stakeholders
and build a relationship with them (Cornelissen, 2008; Lindberg-Repo & Grönroos, 2004).
There is no overarching or umbrella theory in organizational communication because
communication occurs in a variety of forms depending on the subjects or stakeholders who
communicate (Putnam & Mumby, 2014; Ruck & Welch, 2012). Scholars argue that defining
organizational communication can be misleading due to the lack of objectivity and suggest
different ways of conceptualization regarding organizational communication (Deetz, 2001;
Wrench, 2013). One way of the conceptualization is dividing organizational communication into
two phenomena: micro-level (internal) and macro-level (external) (Deetz, 2001; Wrench, 2013).
Kalla (2005) defines communication within an organization as “integrated internal
communications, i.e., all formal and informal communication taking place internally at all levels
of an organization” (304). The research of internal communication mainly focuses on
communicative behaviors within an organization including management communication styles,
top management communication, and leader-follower interaction (Wrench, 2013). On the other
hand, the research of external organizational communication concentrates on the organizational
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behavior toward its environments including customers and other various stakeholders
(Cornelissen, 2008; Kent & Taylor, 2002; Lindberg-Repo & Grönroos, 2004).
Despite its critical roles, the effects of organizational communication have been less paid
attention, particularly, in the field of public administration research even though communication
is one of the core elements of every organization’s practices. Effective communication is
especially critical to the public sector. Unlike other sectors, public organizations are subject to
encounter a variety of stakeholders, including constituents, political parties, media, and other
interest groups. Also, new public management (NPM) and reinventing government proponents
suggest decentralizing, outsourcing, and privatization for effectiveness and efficiency in the
public sector (Battaglio, 2009). By doing so, the scope of stakeholders tends to be expanded. As
a result, public organizations must establish communication strategies and corresponding
channels, and public employees should possess communication and negotiation skills for better
handling with these various stakeholders.
This dissertation comprises three studies and addresses the roles played by organizational
communication in determining performance in public and nonprofit organizations. The first and
second studies focus on internal communication and compare three sectors whereas the third
study focuses on external communication in the nonprofit sector, particularly museums across
the U.S.
The first study in Chapter 2 focuses on the effects of internal communication channels on
employee-driven innovation and compares the public, nonprofit, and for-profit sectors. This
study utilizes five years of the Korean Workplace Panel Survey (KWPS) from years 2005 to
2013. The results show that internal communication influences employee-driven innovation in
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the for-profit sector, but that the effects are mixed in the nonprofit sector and that there is no
effect in the public sector. The findings report that meeting with the executive director and
having regular employee surveys significantly influences employee-driven innovation in the forprofit sector, but in the nonprofit sector meeting with the executive director and e-mail have
marginally significant effects on employee-driven innovation.
The second study in Chapter 3 investigates the mediating effects of communication on
the relationship between strategic human resource management (SHRM) and organizational
service related performance across the three sectors. After using structural equation modeling my
findings show that there exists substantial variation in the effects of mediating roles of internal
communication on organizational performance across the three sectors. I find that the mediating
effect of communication is only shown among for-profit organizations whereas there is no
mediating effect in the nonprofit and public sectors.
The third paper in Chapter 4 examines the impacts of external communication, including
social media, on museum financial performance across the U.S. For this study, multiple sources
were used to collect nonprofit museum data. Financial data were obtained from the National
Center for Charitable Statistics (NCCS), and external communication information was collected
from museums’ official websites and their social media pages. The results show that socialmedia engagement with communities is positively associated with long-term financial
performance, such as Revenue Diversification (RD) and Equity Ratio (ER). In addition, the
findings report that the number of communication channels and social media engagement does
not increase overhead costs.

3

The focus of this dissertation is to investigate the relationship between organizational
communication and performance. This dissertation finds that internal communication has
significant effects on organizational performance in the for-profit sector. However, the results
also show that the effects are marginal in the nonprofit sector and no effect in the public sector.
In addition, this dissertation finds evidence that external communication using social media is
beneficial to nonprofit organizations’ financial performance. The rest of the dissertation is
organized as follows. I first provide three separate papers, which are mentioned above. The final
chapter presents implications of the research and theoretical and practical contributions.
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2.1

Abstract
Innovation and internal communication are essential for any successful organization.

Although communication within organizations has long been studied in the for-profit sector, we
still know little about the impact of communication types on innovation in the public and
nonprofit sectors. To examine this question we leverage and construct a longitudinal dataset
using five years of the Korean Workplace Panel Survey (KWPS) from 2005 to 2013. Employing
media richness theory, this study finds that internal communication positively influences
innovation in the for-profit sector which, a finding consistent with prior studies. Similarly, in the
nonprofit sector, we find that meeting with the executive director and the number of
communication channels utilized in an organization has a positive impact on innovation.
However, we do not find that these communications have any impact in the public sector.
2.2

Introduction
Innovation has not only become vital and diffused throughout various business practices

in the for-profit sector, but has also in recent years received more attention in the public sector
(S. E. Kim & Lee, 2009; Moon & DeLeon, 2001; Walker, 2008). Government efforts to reinvent
bureaucracies have emphasized organizational innovation in order to enhance performance,
although despite these efforts they remain stereotyped as rule-oriented and constrained by red
tape (Battaglio & Condrey, 2007; Moon & DeLeon, 2001; D. Osborne, 1993; Sørensen &
Torfing, 2011). Scholars agree that innovation enables public and nonprofit organizations to
enhance efficiency, improve performance, deliver better services, and be more responsive to
customers (Frederickson, 1996; D. Osborne, 1993; Sørensen & Torfing, 2011).
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Innovation is also critical to the nonprofit sector. Nonprofit organizations are known as
“leading innovators in tackling social problems” (Dover & Lawrence, 2012, p. 991) and are
believed to exhibit greater propensities for innovation (McDonald, 2007; S. P. Osborne, Chew, &
McLaughlin, 2008). For instance, although social entrepreneurship is not an exclusive descriptor
of nonprofits the term has its roots in the nonprofit sector where it was coined to describe the
sector’s high level of innovation (Phills, Deiglmeier, & Miller, 2008). In addition, nonprofit
organizations are under pressure to adopt business-like approaches that may demand innovation.
Stakeholders and clients expect to see effective, accountable and well-performing nonprofit
organizations that exhibit continuous innovation (S. P. Osborne et al., 2008).
Research suggests that an organization’s internal communication facilitates continuous
change. However, the effects of communication on organizational innovation, specifically
employee-driven innovation, have not received as much attention in the public and nonprofit
sector research as they have in for-profit sector research (Dover & Lawrence, 2012; Windrum,
2008). Furthermore, little is known about the different effects of communication on innovation
across the three sectors, especially in an international context. In this sense, studies in Korea
context are noteworthy when considering Korean Confucianism and the relationship between
nonprofits and governments.
Major themes in the literature include examining the effectiveness of communication on
productivity (Clampitt & Downs, 1993), job satisfaction and turnover intentions (Gregson,
1990), job commitment (Putti, Aryee, & Phua, 1990) and understanding organizational strategies
(Al-Ghamdi, Roy, & Ahmed, 2007). Unlike in for-profit sector research, only a relatively small
number of studies on public and nonprofit organizations, such as law enforcement organizations

8

and hospitals, have examined the effects of communication (Pincus, 1986; Quinn & Hargie,
2004).
Kuchi (2006) argues that stakeholders understand organizational changes and direction
through communication. He notes, “the more stakeholders hear and learn about why and how an
organization is moving in a particular direction, the lesser conflicts there will be between
stakeholders and the organization’s understanding of programs and priorities” (Kuchi, 2006, p.
219). Employees understand their employing organizations’ strategies, gain knowledge and
information, and build trust with senior management via their organization’s internal
communication (Al-Ghamdi et al., 2007; Byrne & LeMay, 2006; Tkalac Verčič, Verčič, &
Sriramesh, 2012). Furthermore, internal communication serves a pivotal role not only in
innovation but also in organizational performance. Effective internal communication enhances
not only an organization’s reputation and credibility externally but also employee job satisfaction
and performance internally (Clampitt & Downs, 1993; Gregson, 1990; Mazzei, 2013; Pincus,
1986).
This study tests media richness theory and investigates what types of communication
media are effective for employee-driven innovation. Specifically, a comparison is made of the
different effects across the public, nonprofit, and for-profit sectors. Considering that nonprofit
and for-profit organizations are more flexible and less hierarchical than their public sector
counterparts (Chen, 2012; Feeney & Rainey, 2010), it is important to better understand the
different impacts of internal communication on employee-driven innovation in each sector. The
key questions that this investigation seeks to answer include: what are the different influences of
internal communication on employee-driven innovation across the public, nonprofit, and for-
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profit sectors? What types of communication media affect employee-driven innovation? Answers
to these inquiries will provide theoretical and practical implications regarding the critical roles
communication plays within an organization.
In this study, we first present a literature review that provides the theoretical background,
including sector dissimilarities, Korea context, and the relationship between communication and
innovation. Hypotheses are generated. Next, we discuss our methodology and the findings
respectively. Finally, we conclude with a discussion of the implications of our findings.
2.3

Literature Review
There is no overarching or umbrella theory of organizational communication because

communication occurs in a variety of forms depending on the subjects or stakeholders who are
communicating (Putnam & Mumby, 2014; Ruck & Welch, 2012). The general definition of
communication is “the process of transferring information and meaning between senders and
receivers, using one or more written, oral, visual, or electronic channels” (Bovée & Thill, 2010,
p. 4). More specifically, Kalla (2005) defines communication within an organization as
“integrated internal communications, i.e., all formal and informal communication taking place
internally at all levels of an organization” (p. 304).
Communication is a mechanism determining how receivers interpret the sender’s
message and their intended meaning (Bovée & Thill, 2010). Therefore, matching an appropriate
communication method with the contents a given message is essential for accurate interpretation
of the sender’s intended meaning. Moreover, the quality of the message is more important than
the quantity of messages. Farrell, Kadous, and Towry (2012) find that communication has an
impact on employee effort and allocations. Communicating qualitative information has more
10

effects on the allocations than communicating quantitative information. Hence, selecting
appropriate communication media in accordance with the message is critical for communication
quality and success.
2.3.1 Media Richness Theory
Media richness theory, introduced by Daft and Lengel (1984), proposes that different
types of communication media are used depending upon the complexity of the information
conveyed in order to reduce the uncertainty and equivocality generated by environments. They
define the term richness as “the potential information-carrying capacity of data”, in that “[t]he
face-to-face medium conveys the richest information while formal numeric documents convey
the least rich information” (Daft & Lengel, 1984, p. 196). This richness of information stems
from the face-to-face medium normally including both verbal and nonverbal communication
sending and receiving information simultaneously (Byrne & LeMay, 2006; Daft & Lengel,
1984). This makes it the most appropriate way to communicate organizational goals, strategies,
and other intangible information. In contrast, lean media is useful when clear and routine
information is being delivered (Byrne & LeMay, 2006; Daft & Lengel, 1984).
The theory lays out two distinct conceptual models which are defined as the vertical and
horizontal information models. The vertical information model explains how organizations
process information hierarchically. When top management must convey subjective, fuzzy, and
equivocal information rich media is used to refine the information such that it is more clear and
tangible. Even though all types of media are used at every level, rich media are more likely to be
used at the top level and lean media are more likely to be used at the lower levels. In turn,
horizontal information processing between departments is used for coordination (Daft & Lengel,
11

1984). Media richness is essential when organizations need to build common perspectives and
overcome any discrepancies in goals or values between internal stakeholders. For this reason,
less rich media can be used effectively but only once common perspectives are built. The vertical
information model suggests that sources of information are normally found at the top level of an
organization. When top management or an immediate supervisor need to convey information to
employees their choice of communication media is dependent on the information (Byrne &
LeMay, 2006).
Employees also perceive the information they receive differently than the top
management or supervisors who convey it. For instance, research has found employees desire
more and better communication (Ruck & Welch, 2012). Ruck and Welch (2012) argue that the
extent to which employees understand the contents of communications is more important than
the volume of information. Quinn and Hargie (2004) also find that employees feel a deficit in
terms of direct and open communication with senior management. Regardless of the amount of
information the mode of delivery, the level of understanding, and satisfaction are the critical
features that organizations must consider for successful internal communication (Ruck & Welch,
2012). In short, the research stresses the quality of communication as opposed to the quantity of
communication.
With respect to the relationship between communicators, trust is an essential factor that
leads to higher employee satisfaction in communication. Research has found that the quality of
information is related to the trust in top management and the satisfaction of information (Byrne
& LeMay, 2006). The literature also finds that how organizations communicate is dependent on
the characteristics of information. They find that employee “perceptions of quality of

12

information from the supervisor were more strongly related to satisfaction in rich media than
lean media” (Byrne & LeMay, 2006, p. 166). From the findings, they conclude that organizations
use lean media when they communicate corporate-wide information and use rich media for jobrelevant and specific information.
2.3.2 Communication and Innovation
Innovation is an action intended to enact change and is a phrase often used
interchangeably with change or creativity (Crossan & Apaydin, 2010; Lewis, 2014). Damanpour
(1991) defines innovation as “adoption of an internally generated or purchased device, system,
policy, program, process, product, or service that is new to the adopting organization” (p. 556).
Crossan and Apaydin (2010) expanded the term as “production or adoption, assimilation, and
exploitation of a value-added novelty in economic and social spheres; renewal and enlargement
of products, services, and markets; development of new methods of production; and
establishment of new management systems. It is both a process and an outcome” (p. 1155).
The innovation process generally includes adoption or generation, implementation, and
routinization, with each phase involving communication (Crossan & Apaydin, 2010; Lewis,
2014). First, organizations initiate an innovation process when they decide to adopt a new one
from outside the organization or when they generate a new idea, product, or service internally
(Crossan & Apaydin, 2010). The occurrence of adoption or generation is preceded by external
and internal changes in environments spur organizations to initiate innovation, especially when
they are pressured by social factors (Damanpour, 1991; Lewis, 2014). For example, Flanagin
(2000) finds that the perception of social and institutional pressures shapes an organization’s
innovation adoption. In other words, organizations often have to change constantly because of
13

environmental forces whether they want to or not. If organizations adapt to change, they are
more likely to survive in turbulent environments (Kuchi, 2006). Demands for innovation are
often generated by key stakeholders through communication (Lewis, 2014). More specifically,
Lewis argues that “communication plays an important role in creating social pressure, framing
opportunities and crises, and spreading opinions and attitudes about the need for change” (Lewis,
2014, p. 508).
The next phase of the innovation process, implementation, requires effective
communication (Adams, Bessant, & Phelps, 2006). Communication is utilized when
implementers announce, persuade, explain, and support new practices, share information with
stakeholders, and manage the procedures (Lewis, 2014; Lewis, Laster, & Kulkarni, 2013).
Damanpour (1991) found from a meta-analysis that internal communication has a positive
relationship with organizational innovation, and argues that internal communication helps
organizations to disperse diverse information. Amabile (1998) also found similar results
suggesting that the mode of communication used at the top management and team level is the
key factor determining whether a project team achieves successful innovation. In addition,
formal and informal communication helps organizations reframe employee perceptions about
their organizations thereby reducing resistance to change (Reger, Gustafson, Demarie, &
Mullane, 1994). Once a new practice is judged as successful, the practice becomes routinized
and stabilized (Lewis, 2014).
2.3.3 Dissimilarities across public, nonprofit, and for-profit sectors
The dissimilarities between the public, nonprofit, and for-profit sectors are widely
understood by researchers, though there are some conflicting results (Kearns, 1994; Lee &
14

Wilkins, 2011; Rainey & Bozeman, 2000). While a significant amount of research has examined
the differences between the public and the for-profit sector or between the for-profit and the
nonprofit sector, studies examining the differences between the public and the nonprofit sector
are more recent. The research agrees that external environments, organizational structures and
processes, work context, and job characteristics vary across the sectors (Blank, 1985; Mirvis &
Hackett, 1983; Rainey & Bozeman, 2000; Wright, 2001).
The public and the nonprofit sector are somewhat similar to each other in terms of the
values that they pursue, which also serve to distinguish them both from the for-profit sector. In
the public and the nonprofit sector, goals are more ambiguous and complex leading to difficulties
in measuring outcomes (Houston, 2006; Rainey & Bozeman, 2000). In particular, the ambiguity
of public values, complex goals, and the demands of transparency stemming from publicness
cause difficulties to innovating in public organizations (Bozeman & Bretschneider, 1994;
Rainey, 2014). Complex goals in public organizations ultimately result in an unavoidable
preponderance of rules and red tape in public agencies (Bozeman & Bretschneider, 1994; Rainey
& Bozeman, 2000). Chen (2012) points out that “rule constraints in the public sector often stem
from the demand for accountability, constitutional checks and balances, and the regulations
attached to the merit system” (p. 15). The resulting degree of formalization and red tape are
commonly perceived as the cause of organizational inefficiency and ineffectiveness (Rainey &
Bozeman, 2000). Furthermore, these constraints and personnel inflexibility contribute to public
employees having negative attitudes toward their jobs (Chen, 2012).
Nonprofit organizations do not have such internal rules and constraints (Chen, 2012).
Rather, the constraints that nonprofit organizations encounter stem from legal framework.
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Nonprofit organizations are exempt from federal taxation, and in both the U.S. and Korea they
cannot distribute profits to their trustees, board members, or directors for their personal
enrichment (Bennett, 2001; P. S. Kim, 2002). These legal constraints however do not have
negative effects on organizational culture and employee job attitudes. Chen (2012) found that
nonprofit employees are more likely to show positive work attitudes than public sector
employees. Another study argues that employees in the nonprofit sector have more autonomy
and that their tasks are more challenging and diverse than those in the other two sectors (Mirvis
& Hackett, 1983).
In addition, employees in the three sectors differ inherently in some ways. Employees in
the public and nonprofit sector are more likely to be motivated by intrinsic rewards than workers
in the for-profit sector. Employees working at private firms are more likely to be interested in
economic rewards including salaries, bonuses, and other fringe benefits (Chen, 2012; Crewson,
1997; Lee & Wilkins, 2011; Rotolo & Wilson, 2006; Wright, 2001). Public servants in contrast
are substantially different from their counterparts in the for-profit sector. While public
organizations are influenced by executive, judicial, and legislative officers they are in fact run by
non-elected administrators whose decisions and actions heavily depend on “their capabilities,
their orientations, and their values” (Mosher, 1982, p. 3). Public service motivation (PSM) helps
explain different types of motivation to better understand what motivates public service
employees (Perry, Hondeghem, & Wise, 2010). Once people enter public organizations, they are
also influenced by organizational environments that reinforce their PSM (Wright, 2001). Lee and
Wilkins (2011) suggest that participation in volunteer activities is the distinctive difference
between public and nonprofit sector employees.
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Fundamental differences across the three sectors shape their distinctive cultural
dissimilarities, including different styles of communication (Garnett, Marlowe, & Pandey, 2008).
Garnett, Marlowe and Pandey (2008) argue that “an organizational culture that reflects an
organization’s underlying values and orientation (e.g., task, change, or loyalty) is widely seen as
setting the climate and tone for communication, particularly for internal and interpersonal
communication” (p. 271). They found that task orientation, feedback, and upward
communication have positive relationships with organizational performance in mission-oriented
organizations but had the opposite effect in rule-oriented cultures (Garnett et al., 2008).
According to them, “rule-oriented cultures are focused primarily on compliance, missionoriented cultures are focused on outcomes” (Garnett et al., 2008, p. 271). Their view is that
communication plays a role in conveying the importance of rules rather than in highlighting
performance in the presence of red-tape and constraints. Similarly, Pandey, Coursey, and
Moynihan (2007) contend that the existence of red tape in the public sector hinders efforts to
construct a performance-oriented culture. They found from their interview that respondents
highlighted the importance of communication to change from a rule-oriented to a goal-oriented
culture.
In sum, organizational communication, particularly internal communication, reflects an
organization’s culture, characteristics, values, and orientation even though the underlying
principles of communication are the same regardless of organization (Garnett et al., 2008). In the
public sector, the three key communication differences are severity, centrality, and visibility.
These unique characteristics are inherent, as government communications have a much wider
audience and have a more serious impact than the communications occurring in the other two
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sectors (Garnett et al., 2008). Public organizations use formal and scrutinized communication
methods more than the other two sectors. However, nonprofit organizations may use informal
communication more often than the public sector because nonprofits are mission-driven
organizations, less hierarchical and less constrained by rules (J Steven Ott & Dicke, 2001).
The different organizational cultures, structures, and attributes across the sectors may
also influence organizational innovation (Lewis, Hamel, & Richardson, 2001). Amabile (1998)
posits six categories of managerial practice that affect creativity in organizations: challenge,
freedom, resources, work-group features, supervisory encouragement, and organizational
support. Scholars contend that individual or group autonomy has a positive impact on successful
innovation (Adams et al., 2006; Amabile, 1998; Corder, 2001; Subramanian & Nilakanta, 1996).
Damanpour (1991) argues that a low formalization of rules serves to induce innovative behavior
among employees. Furthermore, centralization has been shown to be negatively related to the
employee discretion at work (Damanpour, 1991; Subramanian & Nilakanta, 1996). Centralized
power mitigates employee commitment, thereby hampering the individual and organizational
level of innovation. Thus, highly rigid and formalized public organizations, coupled with riskaversive public manager behavior, tend to quell innovation. Sørensen and Torfing (2011) state
that “the public sector is commonly associated with rule-bound, bureaucratic silos characterized
by red tape, inertia, and stalemate” (p. 846).
By the same token, the sense of freedom or autonomy in nonprofit organizations may
encourage employees to increase intrinsic motivation and innovate (Mirvis & Hackett, 1983).
Nevertheless, nonprofit organizations tend to be slow in adopting innovation due to the lack of
resources, including organizational capabilities in human capital and financial support (Amabile,
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1998; Damanpour, 1991; Hackler & Saxton, 2007; Subramanian & Nilakanta, 1996; Zorn, Grant,
& Henderson, 2013). It is widely accepted that the amount of resources available to an
organization is positively associated with the organization’s level of innovation (Damanpour,
1991; Subramanian & Nilakanta, 1996). Nonprofit organizations often experience severe
resource deficits, whereas for-profit organizations are relatively more capable of investing their
abundant resources into innovation (Finn, Maher, & Forster, 2006; Lewis et al., 2001).
Furthermore, Hackler and Saxton (2007) demonstrated the lack of capacity, willingness to use,
and strategic use of new technology, even though adopting new technology is essential for
nonprofit organizations to enhance their fundraising capabilities, performance, and eventually
their sustainability. Like public organizations, nonprofit organizations also “tend to be
significantly more risk-adverse than for-profit organizations, due to such factors as their more
complex structure of responsibility” (Hull & Lio, 2006, p. 59).
2.3.4 South Korea Context
Confucian culture is deeply rooted in Korea where people tend to respect government
officials and obey rules and authorities (S. Kim, 2009). Such Korean attitudes of deference to
superiors in conjunction with conservative bureaucratic structures of governments lead
organizations to rely heavily on strong leadership. Kim and Lee (2009) argue that the success of
government innovation is significantly tied with “new leaders’ willingness to take risks for new
projects, and their fresh perspectives” (p. 359) in Korea. Furthermore, rigid human resource
management, such as closed recruiting and a rank-in-person system, exacerbates institutional
inflexibility that in turn perpetuates a highly rule-bounded organizational culture (S. Kim, 2009).
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Further, organizational communication is inclined to be downward rather than upward in Korea
governments.
Korean Confucianism has also affected the nonprofit sector. This philosophy
fundamentally emphasizes fulfilling duties rather than exercising rights, thus hampering the
growth of self-help based organizations (Bidet, 2002). Bidet (2002) points out that
“Confucianism promotes the creation of organizations strictly controlled from the top to down
(i.e., by the state or the elite)” (p. 136). In addition, up until the 1980s, Korean nonprofits were
suppressed by authoritarian regimes due to the sector’s roles as watchdogs. The Korean National
Assembly’s passage of the Act of Assistance for Nonprofit Civil Organizations in 2000 (H.-R.
Kim, 2000; P. S. Kim, 2002) reflected a change in this attitude to one of acceptance and
embrace. Owing to such a short history, we can expect that nonprofits in Korea are still not yet
free from governmental influences and are therefore institutionally less flexible than for-profit
firms. Most nonprofit organizations are highly dependent on governments financially and
institutionally (Bidet, 2002; P. S. Kim, 2002). This is a unique feature of nonprofits in Korea that
contrasts them from self-help based organizations in Europe (Bidet, 2002).
2.4

Hypotheses: Relationship Between Communication and Innovation
What are common elements that can be identified as constituting major components of

employee-driven innovation? As shown previously, employee-driven innovation is more likely
to be continuous and incremental rather than episodic and demands organizations’ cultural
support. Continuous innovation can be achieved in the presence of employee attitudes and
willingness conducive to innovation (Lin, 2007). Internal communication has been found to be
critical to this. The pertinent finding stems from an empirical study which found that innovators
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in nonprofit organizations tend to communicate more with internal stakeholders such as paid
staff and board members than external stakeholders (Lewis, Richardson, & Hamel, 2003).
2.4.1 Communication with Top Management
Communication with top management is critical not only for enhancing the relationship
between top management and employees but also for helping employees to better understand
their employing organizations. It is so important because top management uses communication
as a way of delivering important organizational policies, values, and orientation (Putti et al.,
1990). Researchers point out that top management activities related to communication enhance
employee commitment to the organization (Putti et al., 1990). Pincus (1986) found that
communication with top management is highly correlated with job satisfaction and job
performance.
As media richness theory suggests, the face-to-face medium is the most effective form of
communication. Top management efforts promoting a social interaction culture may encourage
employee-driven innovation (Lin, 2007). Lin (2007) argues that social interaction culture is more
important than extrinsic rewards for knowledge sharing. Nonprofit and for-profit organizations
are more likely to have a social interaction culture than the public sector since they are more
flexible and less constrained by red tape. In particular, communication with top management is
easier in nonprofit organizations because they are less hierarchical than the public sector, at least
in the U.S. In contrast, it is difficult to build a good relationship between top executives and
employees in public organizations due to the rapid turnover of appointed leaders (Mosher, 1982).
However, in Korea, this may not hold true because of Confucian cultural norms regarding
deference to superiors.
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In addition, informal communication may take place more frequently in the workplace
than formal communication (Kalla, 2005). Informal communication is more likely to happen in
face-to-face interaction (Quinn & Hargie, 2004). The research found that respondents prefer
more informal verbal interaction than formal communication (Quinn & Hargie, 2004). Informal
verbal communication is more useful when the contents of the communication are delicate or
serious matters with regard to employees. This study hypothesizes that face-to-face
communication between employees and top management is likely to enhance employee-driven
innovation, but that the impacts differ depending on sector.
Hypothesis 1a: Meeting with top management has a positive relationship with employeedriven innovation in nonprofit and for-profit organizations.
Hypothesis 1b: Meeting with top management has no relationship with employee-driven
innovation in public organizations.
2.4.2 Communication as a Medium of Information Sharing
Due to technological development, the use of electronic communication, such as e-mail
or intranet systems, has been increasing significantly within organizations because it is
convenient and easy to use (Ruck & Welch, 2012). As Daft and Lengel (1984) suggest, such lean
media deliver clean and solid information effectively. This is important because when employees
have enough information then they are able to use the information for innovation. Moreover, top
management plays a role in encouraging employees to share knowledge. Research has found that
support from top management affects knowledge sharing processes while organizational rewards
do not have any impact (Lin, 2007). That is to say, “perceptions of top management
encouragement of knowledge sharing influence employee willingness to share knowledge” (Lin,
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2007, p. 326). Department meetings which encourage the sharing of information can be
perceived as support from top management. However, the lack of technological support among
nonprofit organizations for communication methods hinders their ability to exploit information
sharing communications (Corder, 2001). Corder (2001) contends that these disadvantages can be
overcome by giving employees discretion over technology and found that nonprofit
organizations with such discretion surpass the performance of public organizations. Based on the
dissimilarities across the sectors, hypotheses are as follows:
Hypothesis 2a: Information sharing communication has a positive relationship with
employee-driven innovation in nonprofit and for-profit organizations.
Hypothesis 2b: Information sharing communication has no relationship with employeedriven innovation in public organizations.
Hypothesis 3a: The number of communication channels has a positive relationship with
employee-driven innovation in nonprofit and for-profit organizations.
Hypothesis 3b: The number of communication channels has no relationship with
employee-driven innovation in public organizations.
2.4.3 Upward Communication
Robson & Tourish (2005) contend that an upward flow of information is essential for
healthy organizations. Employee surveys and hotlines are ways to listen to employee attitudes
and opinions. As Ott and Dicke (2001) point out, nonprofit organizations may enjoy more
upward communication due to their less hierarchical culture. However, public employees may
have difficulty expressing their opinions to senior administrators, especially in the Korean
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context where hierarchy is more important. The public sector may prefer to use downward
communication because of its rule-oriented culture (Garnett et al., 2008).
Hypothesis 4a: Upward communication has a positive relationship with employee-driven
innovation in nonprofit and for-profit organizations.
Hypothesis 4b: Upward communication has no relationship with employee-driven
innovation in public organizations.
2.5

Data and Method
Leveraging five years of the Korean Workplace Panel Survey (KWPS), this study

examines the effects of internal communication on employee initiated innovation and compares
the different effects found for the public, nonprofit, and for-profit sectors. The survey has been
conducted biennially since 2005 (2005, 2007, 2009, 2011, and 2013) by the Korea Labor
Institute, a government-funded policy research body (Korea Labor Institute, n.d.). The Korea
Labor Institute included general private firms with 30 or more employees, but excluded
agricultural, forestry, fishery, and mining industries. All the public agencies with 20 or more
employees were included in the survey as well as nonprofit organizations with 30 or more
employees. A stratified sampling technique was used with five regions, twelve industries, and
four organizational size categories for selecting samples for the for-profit and nonprofit sector.
All public organizations were comprised the target sample population. As a result, the total
number of samples was 1,749 organizations for 2005, 960 of which remained in the 2013 data
(retention rate: 54.9%).
A two-stage survey method was employed. In-advance contact was made by phone call to
check the organization’s basic information and identify the representative who would be
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responsible for completing the survey, to whom the survey packet and supporting information
were then mailed (Korea Labor Institute, n.d.). The sample size for one year is 870 organizations,
which encompass all three sectors: for-profit (N=670), nonprofit (N=101), and public (N=99).
Schools and hospitals are excluded from the dataset for two reasons. First, they are sector-mixed
subfields between the public and nonprofit sector in Korea. Second, they are coded together and
distinguished from others in the survey. It is impossible to re-code them into either the public or
nonprofit sector. All the units are strongly balanced for the five years such that the total sample
size is comprised of 4,350 organizations. The survey questions were asked to an HR manager or
HR senior professional in each organization. Confirmatory factor analysis and year fixed effect
models were utilized for the results.
2.5.1 Dependent Variable
The dependent variable is a Likert-type survey scale ranging from 1=”very low” to
5=”very high”. The survey items measure perceptions of the extent of organizational employeedriven innovation with the following statement. “What is the extent of your organizational
employee-driven innovation by comparing with the average in the same industry?” In the survey,
the term ‘employee-driven innovation’ represents a general concept that could include anything
that is perceived as innovation driven by employees. Missing values were replaced with the
neutral answer “similar to the average”. The mean value was 3.27 out of 5.
2.5.2 Independent Variables
Organizational internal communication variables are constructed by measuring
communication channels that are used internally at all levels within an organization (Kalla,
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2005). The internal communication includes nine observed variables which are 1) meeting with
the executive director, 2) senior director regular field trips and communication with employees,
3) hotline for direct communication with senior directors, 4) sharing business information
through regular meetings within departments, 5) regular employee surveys to identify employee
opinion/attitudes, 6) regular newsletter for providing business information, 7) bulletin board
system (online/offline) for providing internal/external information, 8) sharing information via
regular e-mail, and 9) intranet system for sharing information that all employees can access.
These nine communication channels cover the internal communication types that are
traditionally used in organizations (Ruck & Welch, 2012).
We inquired about all nine types of communication channels in the survey consistently
over the course of the project, but did not distinguish between formal and informal
communication due to the limited information in the survey. Specifically, respondents were
asked whether their organization operated with a given communication channel (1=operate,
0=otherwise). Hypothesis 1 requires testing for the first two communication types: 1) meeting
with an executive director and 2) senior director regular field trips and communication with
employees. Hypothesis 2 requires testing for the five types of information sharing
communication: 1) meeting within the department, 2) newsletter, 3) bulletin board, 4) e-mail,
and 5) intranet. Hypothesis 3 requires testing for the number of communication channels that
organizations operate and hypothesis 4 requires testing for two types of communication: 1)
hotline and 2) employee survey.
Internal communication was analyzed in three ways. First, these nine variables were
tested for to analyze each of their independent effects on employee innovation. Second, a single
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predicted factor was constructed and used to analyze the summed effect of all independent
variables on innovation. Lastly, the number of internal communication channels in participating
organizations was tested to demonstrate its effects on employee-driven innovation with a
Cronbach’s alpha of .69. Collinearity diagnostics results confirm that there is no multicollinearity issue among the nine independent variables.
2.5.3 Control Variables
Model 2 and Model 3 include various organizational characteristics. Model 2 includes
four organizational HR characteristics: improvement proposal (organizational policy that allows
employee proposals of work improvement), multifunctional training (formally implemented
training programs for employee multi-functions), regular HR assessment, and the level of work
autonomy. Three survey questions measure the first three HR practices by asking whether the
respondent’s organization operates with them (1 = operate, 0 = otherwise). The fourth HR
practice, the level of work autonomy, was measured with four survey questions which inquired
about the level of work autonomy the respondent’s organization allowed for choice of task
performance methods, task performance pace, new hiring decisions, and training decisions. All
responses were given on a scale of 1, “not at all,” to 4, “to a great extent.” One predicted factor
derived from these questions was constructed (Cronbach’s alpha = .79, .84, .85, .81, and .80
respectively from 2005 to 2013). Model 3 includes these four HR characteristics along with
demographic characteristics: Seoul (1 = located in Seoul, 0 = otherwise), organization size, the
percentage of female employees, and the percentage of part-time employees.
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2.5.4 Models
The models seek to test the relationship between internal communication and employeedriven innovation by utilizing five years of panel data. Three equations of year fixed effect
regression models are used to specify each the models. Model 1 only includes independent
variables, while Model 2 and Model 3 include organizational characteristics as control variables.
(1) Year Fixed Effect Regression with each communication channel
𝐼𝑛𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛𝑖𝑡 = 𝛽0 + 𝛽1 𝑀𝑒𝑒𝑡𝑖𝑛𝑔 𝑤𝑖𝑡ℎ 𝑒𝑥𝑒𝑐𝑢𝑡𝑖𝑣𝑒 𝑑𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑖𝑡
+ 𝛽2 𝑆𝑒𝑛𝑖𝑜𝑟𝑑𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠 𝑓𝑖𝑒𝑙𝑑 𝑣𝑖𝑠𝑖𝑡 𝑖𝑡 + 𝛽3 𝐻𝑜𝑡𝑙𝑖𝑛𝑒𝑖𝑡
+ 𝛽4 𝑀𝑒𝑒𝑡𝑖𝑛𝑔 𝑤𝑖𝑡ℎ𝑖𝑛 𝐷𝑒𝑝𝑡𝑖𝑡 + 𝛽5 𝐸𝑚𝑝𝑙𝑜𝑦𝑒𝑒 𝑠𝑢𝑟𝑣𝑒𝑦𝑖𝑡 + 𝛽6 𝑁𝑒𝑤𝑠𝑙𝑒𝑡𝑡𝑒𝑟𝑖𝑡
+ 𝛽7 𝐵𝑢𝑙𝑙𝑒𝑡𝑖𝑛 𝑏𝑜𝑎𝑟𝑑𝑖𝑡 + 𝛽8 𝐸𝑚𝑎𝑖𝑙𝑖𝑡 + 𝛽9 𝐼𝑛𝑡𝑟𝑎𝑛𝑒𝑡𝑖𝑡
+ 𝛽10 𝐼𝑚𝑝𝑟𝑜𝑣𝑒𝑚𝑒𝑛𝑡 𝑝𝑟𝑜𝑝𝑜𝑠𝑎𝑙𝑖𝑡 + 𝛽11 𝑀𝑢𝑙𝑡𝑖𝑓𝑢𝑛𝑐𝑡𝑖𝑜𝑛𝑎𝑙 𝑡𝑟𝑎𝑖𝑛𝑖𝑛𝑔𝑖𝑡
+ 𝛽12 𝐻𝑅 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡𝑖𝑡 + 𝛽13 𝑊𝑜𝑟𝑘 𝑎𝑢𝑡𝑜𝑛𝑜𝑚𝑦𝑖𝑡 + 𝛽14 𝑆𝑒𝑜𝑢𝑙𝑖𝑡
+ 𝛽15 𝑂𝑟𝑔 𝑠𝑖𝑧𝑒𝑖𝑡 + 𝛽16 𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑓𝑒𝑚𝑎𝑙𝑒𝑖𝑡
+ 𝛽17 𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑝𝑎𝑟𝑡𝑡𝑖𝑚𝑒𝑖𝑡 + 𝜀𝑖𝑡
(2) Year Fixed Effect Regression with the predicted factor
𝐼𝑛𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛𝑖𝑡 = 𝛽0 + 𝛽1 𝑃𝑟𝑒𝑑𝑖𝑐𝑡𝑒𝑑 𝑓𝑎𝑐𝑡𝑜𝑟𝑖𝑡 + 𝛽2 𝐼𝑚𝑝𝑟𝑜𝑣𝑒𝑚𝑒𝑛𝑡 𝑝𝑟𝑜𝑝𝑜𝑠𝑎𝑙𝑖𝑡
+ 𝛽3 𝑀𝑢𝑙𝑡𝑖𝑓𝑢𝑛𝑐𝑡𝑖𝑜𝑛𝑎𝑙 𝑡𝑟𝑎𝑖𝑛𝑖𝑛𝑔𝑖𝑡 + 𝛽4 𝐻𝑅 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡𝑖𝑡
+ 𝛽5 𝑊𝑜𝑟𝑘 𝑎𝑢𝑡𝑜𝑛𝑜𝑚𝑦𝑖𝑡 + 𝛽6 𝑆𝑒𝑜𝑢𝑙𝑖𝑡 + 𝛽7 𝑂𝑟𝑔 𝑠𝑖𝑧𝑒𝑖𝑡
+ 𝛽8 𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑓𝑒𝑚𝑎𝑙𝑒𝑖𝑡 + 𝛽9 𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑝𝑎𝑟𝑡𝑡𝑖𝑚𝑒𝑖𝑡 + 𝜀𝑖𝑡
(3) Year Fixed Effect Regression with the number of internal communication channels
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𝐼𝑛𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛𝑖𝑡 = 𝛽0 + 𝛽1 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑐ℎ𝑎𝑛𝑛𝑒𝑙𝑖𝑡 + 𝛽2 𝐼𝑚𝑝𝑟𝑜𝑣𝑒𝑚𝑒𝑛𝑡 𝑝𝑟𝑜𝑝𝑜𝑠𝑎𝑙𝑖𝑡
+ 𝛽3 𝑀𝑢𝑙𝑡𝑖𝑓𝑢𝑛𝑐𝑡𝑖𝑜𝑛𝑎𝑙 𝑡𝑟𝑎𝑖𝑛𝑖𝑛𝑔𝑖𝑡 + 𝛽4 𝐻𝑅 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡𝑖𝑡
+ 𝛽5 𝑊𝑜𝑟𝑘 𝑎𝑢𝑡𝑜𝑛𝑜𝑚𝑦𝑖𝑡 + 𝛽6 𝑆𝑒𝑜𝑢𝑙𝑖𝑡 + 𝛽7 𝑂𝑟𝑔 𝑠𝑖𝑧𝑒𝑖𝑡
+ 𝛽8 𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑓𝑒𝑚𝑎𝑙𝑒𝑖𝑡 + 𝛽9 𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑝𝑎𝑟𝑡𝑡𝑖𝑚𝑒𝑖𝑡 + 𝜀𝑖𝑡
2.6

Results
Table 2.1 reports descriptions of the variables from each of the three sectors. Overall, it

shows that the public sector ranked second in employee-driven innovation while having the
highest average number of internal communication channels and the highest average of HR
practices. Specifically, the mean values of the number of internal communication channels differ,
with the public sector exhibiting the highest average (4.90) while the nonprofit sector exhibited
the lowest average (2.99). The for-profit sector’s average lay in between (3.41). Among the
demographic organizational characteristics, 53 percent of the public organizations are located in
the capital city, Seoul, whereas only 31 percent of the for-profit and 21 percent of the nonprofit
organizations are located in Seoul. The average organization size demonstrates that public
organizations are the largest among the three sectors while nonprofit organizations are the
smallest. The nonprofit sector reports the highest average percentage of female employees.
Public organizations also have the highest averages in terms of improvement proposal (75
percent), multifunctional training (48 percent), and regular HR assessment (95 percent) whereas
nonprofit organizations operate with only 45 percent, 26 percent, and 59 percent respectively.
Likewise, public organizations exhibited the highest average work autonomy (11.21).
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Table 2.1. Descriptive Statistics
For-Profit
(N=3,350)

Nonprofit
(N=505)

Mean
3.29

S.D
0.63

Min
1

Max
5

Mean
3.14

S.D
0.54

Min
2

Max
5

0.51

0.50

0

1

0.62

0.49

0

1

0.57
0.24
0.56
0.19
0.17
0.53
0.26
0.37
3.41

0.49
0.43
0.50
0.40
0.38
0.50
0.44
0.48
2.15

0
0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
1
9

0.53
0.21
0.50
0.12
0.11
0.42
0.17
0.30
2.99

0.50
0.41
0.50
0.33
0.31
0.49
0.37
0.46
2.01

0
0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
1
9

0.61
0.30

0.49
0.46

0
0

1
1

0.45
0.26

0.50
0.44

0
0

1
1

HR assessment

0.74

0.44

0

1

0.59

0.49

0

1

Work autonomy

10.38

2.06

4

16

10.33

2.09

4

16

0.31
381.91
0.24
0.01

0.46
717.70
0.21
0.07

0
5
0
0

1
12967
0.98
0.85

0.21
247.19
0.38
0.01

0.41
406.94
0.28
0.05

0
8
0
0

1
3226
0.98
0.46

Employee innovation
Communication Type
Meeting with executive
director
Senior director field visit
Hotline
Meeting within Dep.
Employee survey
Newsletter
Bulletin board
E-mail
Intranet system
Number of
comm. channels
HR characteristics
Improvement proposal
Multi-functional training

Demo. characteristics
Seoul
Organization size
Percentage of female
Percentage of part-time

Table 2.1. (Continued) Descriptive Statistics

Employee innovation
Communication Type
Meeting with executive
director
Senior director field visit

Mean
3.26

Public
(N=495)
S.D
Min
0.58
1

Max
5

Mean
3.27

All
(N=4,350)
S.D Min
0.62
1

Max
5

0.73

0.44

0

1

0.55

0.50

0

1

0.56

0.50

0

1

0.57

0.50

0

1

30

Hotline
Meeting within Dep.
Employee survey
Newsletter
Bulletin board
E-mail
Intranet system
Number of
comm. channels
HR characteristics
Improvement proposal
Multi-functional training
HR assessment
Work autonomy
Demo. characteristics
Seoul
Organization size
Percentage of female
Percentage of part-time

0.42
0.73
0.32
0.33
0.71
0.37
0.73
4.90

0.49
0.44
0.47
0.47
0.46
0.48
0.45
2.39

0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
9

0.26
0.58
0.20
0.18
0.54
0.26
0.41
3.53

0.44
0.49
0.40
0.39
0.50
0.44
0.49
2.22

0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
9

0.75
0.48
0.95

0.43
0.50
0.22

0
0
0

1
1
1

0.61
0.32
0.74

0.49
0.47
0.44

0
0
0

1
1
1

11.21

1.71

4

16

10.47

2.04

4

16

0.53
742.83
0.29
0.01

0.50
1380.41
0.18
0.04

0
10
0.004
0

1
10118
0.93
0.42

0.32
407.34
0.26
0.01

0.47
805.35
0.23
0.06

0
5
0
0

1
12967
0.98
0.85

Year fixed effect regression results in Table 2.2 show the differences in each internal
communication’s effect in each of the three sectors. First, in the for-profit sector, the
communication type ‘meeting with an executive director’ has a significantly positive relationship
with employee-driven innovation in Model 1 (.0559) and approaches statistical significance in
Models 2 and 3 (.0411 and .0409 respectively). The variable approaches statistical significant
(p< .10) in model 3 (.0963) for nonprofit organizations. However, there is no such relationship in
the public sector. Second, the ‘regularly conducted employee survey’ variable has a significant
positive association with innovation in all three models in the for-profit sector, but no significant
relationship in the nonprofit and public sector. Third, in the nonprofit sector, sharing information
via regular e-mail has a significant positive relationship with employee-driven innovation in
model 1 and model 2 (.1453 and .1472 respectively), but the effects disappear in model 3. There
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is no such effect in the other two sectors. Fourth, among the control variables, we found that
multifunctional training and work autonomy have significantly positive relationships with
employee-driven innovation in the for-profit and public sector. However, it does not have any
impact in nonprofit organizations. The same results appear in Table 2.2, 2.3, and 2.4. Lastly, the
regular HR assessment variable has a significant positive association with innovation in the forprofit sector, but the effects do not appear in the nonprofit and public sector as shown in all the
models in Tables 2.2, 2.3 and 2.4.
Table 2.3 shows the relationship between the predicted factor of internal communication
and employee-driven innovation. The overall communication impacts positively on innovation in
for-profit organizations whereas there is no such effect in the nonprofit and public sector. The
effects of the number of the internal communication channels are also examined in Table 2.4.
The results show that it has a significant positive relationship in all three models for for-profit
organizations. In the nonprofit sector, it has a significant positive relationship in model 1 (.0322)
and model 2 (.0296), but the effects disappear in model 3. In addition, there is no such effect
found in any of the three models for the public sector. Combining models with sector interaction
also confirmed the same results as shown in Table 2.2, 2.3 and 2.4.
In sum, the results report that internal communication channels have positive effects on
organizational innovation in the for-profit sector, but that the effects are mixed in the nonprofit
sector and that there is no such effect in public organizations. Interestingly, multifunctional
training and work autonomy have been found to have significant impacts on organizational
innovation in the public sector yet no communication effects were found to exist. The results
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suggest very different work contexts and characteristics pertaining to organizational innovation
between public and nonprofit organizations.
Table 2.2. Year Fixed Effect Regression with each communication channel
For-profit Sector
Employee Innovation

Model 1
(b/se)

Model 2
(b/se)

Model 3
(b/se)

Meeting with executive director

0.0559*
(0.0241)

0.0411+
(0.0242)

0.0409+
(0.0243)

Senior director field visit

0.0070
(0.0258)

0.0121
(0.0256)

0.0122
(0.0256)

Hotline

0.0141
(0.0295)

-0.0038
(0.0292)

-0.0035
(0.0292)

Meeting within Dep.

0.0117
(0.0239)

0.0059
(0.0235)

0.0061
(0.0236)

Employee survey

0.0854**
(0.0329)

0.0737*
(0.0323)

0.0734*
(0.0323)

Newsletter

0.0576
(0.0392)

0.0499
(0.0387)

0.0504
(0.0388)

Bulletin board

0.0419
(0.0267)

0.0347
(0.0265)

0.0348
(0.0265)

E-mail

0.0185
(0.0337)

0.0069
(0.0336)

0.0070
(0.0336)

Intranet system

0.0068
(0.0312)

-0.0028
(0.0306)

-0.0034
(0.0308)

-0.0036
(0.0273)

-0.0039
(0.0273)

Multi-functional training

0.0985**
(0.0284)

0.0984**
(0.0285)

HR assessment

0.1392**
(0.0326)

0.1395**
(0.0326)

Work autonomy

0.0372**
(0.0117)

0.0374**
(0.0117)

Communication Type

HR characteristics
Improvement proposal

Demo. characteristics
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Seoul

-0.0180
(0.1010)
0.0000
(0.0000)

Org Size
Percentage of female

-0.0188
(0.1712)

Percentage of part-time

-0.0901
(0.1887)

Year fixed effect included
N
r2

Yes

Yes

Yes

3350
0.0139

3350
0.0320

3350
0.0321

Note: + p<0.10, * p<0.05, ** p<0.01

Table 2.2. (Continued) Year Fixed Effect Regression with each communication channel
Nonprofit Sector
Employee Innovation

Model 1
(b/se)

Model 2
(b/se)

Model 3
(b/se)

Meeting with executive director

0.0891
(0.0539)

0.0888
(0.0547)

0.0963+
(0.0549)

Senior director field visit

0.0399
(0.0551)

0.0389
(0.0543)

0.0456
(0.0545)

Hotline

0.0480
(0.0608)

0.0435
(0.0636)

0.0502
(0.0637)

Meeting within Dep.

0.0012
(0.0620)

-0.0054
(0.0640)

0.0001
(0.0640)

Employee survey

0.0439
(0.1159)

0.0336
(0.1154)

0.0292
(0.1162)

Newsletter

-0.0601
(0.1147)

-0.0574
(0.1179)

-0.0805
(0.1153)

Bulletin board

0.0423
(0.0581)

0.0343
(0.0567)

0.0138
(0.0584)

E-mail

0.1453+
(0.0856)

0.1472+
(0.0855)

0.1387
(0.0885)

Intranet system

-0.0826
(0.1143)

-0.0801
(0.1120)

-0.0686
(0.1096)

Communication Type
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HR characteristics
Improvement proposal

0.0310
(0.0702)

0.0456
(0.0722)

Multi-functional training

0.0844
(0.0659)

0.0764
(0.0661)

HR assessment

-0.0170
(0.0580)

-0.0313
(0.0605)

Work autonomy

-0.0138
(0.0278)

-0.0183
(0.0273)

Demo. characteristics
Seoul

-0.0008
(0.1179)
0.0002
(0.0001)

Org Size
Percentage of female

0.4158
(0.3622)

Percentage of part-time

1.0891
(0.6869)

Year fixed effect included
N
r2

Yes

Yes

Yes

505
0.0545

505
0.0602

505
0.0779

Note: + p<0.10, * p<0.05, ** p<0.01

Table 2.2. (Continued) Year Fixed Effect Regression with each communication channel
Public Sector
Employee Innovation

Model 1
(b/se)

Model 2
(b/se)

Model 3
(b/se)

Meeting with executive director

0.0159
(0.0593)

-0.0214
(0.0598)

-0.0223
(0.0610)

Senior director field visit

-0.0078
(0.0689)

-0.0057
(0.0677)

0.0007
(0.0682)

Hotline

0.0885
(0.0808)

0.0744
(0.0816)

0.0731
(0.0838)

Meeting within Dep.

0.0149
(0.0740)

0.0174
(0.0741)

0.0109
(0.0740)

Communication Type
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Employee survey

-0.0171
(0.0878)

-0.0351
(0.0854)

-0.0374
(0.0867)

Newsletter

0.0394
(0.0725)

0.0170
(0.0725)

0.0199
(0.0733)

Bulletin board

0.1117+
(0.0655)

0.0936
(0.0663)

0.0946
(0.0661)

E-mail

-0.0802
(0.0695)

-0.0743
(0.0702)

-0.0798
(0.0698)

Intranet system

-0.0085
(0.0708)

-0.0157
(0.0721)

-0.0057
(0.0722)

0.0846
(0.0728)

0.0811
(0.0738)

Multi-functional training

0.1463*
(0.0586)

0.1546**
(0.0584)

HR assessment

-0.1363
(0.1088)

-0.1427
(0.1100)

Work autonomy

0.1015**
(0.0384)

0.0962*
(0.0374)

HR characteristics
Improvement proposal

Demo. characteristics
Seoul

0.0638
(0.1747)
-0.0000
(0.0001)

Org Size
Percentage of female

-0.6957
(0.5066)

Percentage of part-time

0.3421
(0.7020)

Year fixed effect included
N
r2

Yes

Yes

Yes

495
0.0364

495
0.0727

495
0.0801

Note: + p<0.10, * p<0.05, ** p<0.01
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Table 2.3. Year Fixed Effect Regression with the predicted factor
For-profit Sector
Employee Innovation

Model 2
(b/se)
0.0510**
(0.0161)

Model 3
(b/se)
0.0510**
(0.0160)

-0.0033
(0.0274)

-0.0036
(0.0274)

Multi-functional training

0.0995**
(0.0283)

0.0993**
(0.0284)

HR assessment

0.1383**
(0.0328)

0.1386**
(0.0329)

Work autonomy

0.0378**
(0.0116)

0.0381**
(0.0117)

Predicted factor

Model 1
(b/se)
0.0715**
(0.0161)

HR characteristics
Improvement
proposal

Demo. characteristics
Seoul

-0.0260
(0.1036)

Org size

0.0000
(0.0000)

Percentage of female

-0.0124
(0.1702)

Percentage of part-time

-0.0859
(0.1930)

Year fixed effect included
N
r2

Yes

Yes

Yes

3350
0.0110

3350
0.0295

3350
0.0296

Note: + p<0.10, * p<0.05, ** p<0.01
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Table 2.3. (Continued) Year Fixed Effect Regression with the predicted factor
Nonprofit Sector
Employee Innovation

Model 2
(b/se)
0.0607
(0.0428)

Model 3
(b/se)
0.0546
(0.0428)

0.0300
(0.0680)

0.0465
(0.0707)

Multi-functional training

0.0901
(0.0692)

0.0822
(0.0698)

HR assessment

-0.0316
(0.0597)

-0.0456
(0.0611)

Work autonomy

-0.0086
(0.0280)

-0.0115
(0.0277)

Predicted factor

Model 1
(b/se)
0.0672
(0.0409)

HR characteristics
Improvement
proposal

Demo. characteristics
Seoul

-0.0491
(0.0633)

Org size

0.0001
(0.0001)

Percentage of female

0.3995
(0.3717)

Percentage of part-time

1.0696
(0.6637)

Year fixed effect included
N
r2

Yes

Yes

Yes

505
0.0389

505
0.0450

505
0.0614

Note: + p<0.10, * p<0.05, ** p<0.01
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Table 2.3. (Continued) Year Fixed Effect Regression with the predicted factor
Public Sector
Employee Innovation

Model 2
(b/se)
0.0137
(0.0290)

Model 3
(b/se)
0.0142
(0.0299)

0.0936
(0.0742)

0.0901
(0.0749)

Multi-functional training

0.1545**
(0.0576)

0.1623**
(0.0576)

HR assessment

-0.1194
(0.1070)

-0.1259
(0.1090)

Work autonomy

0.0998**
(0.0376)

0.0953*
(0.0368)

Predicted factor

Model 1
(b/se)
0.0393
(0.0294)

HR characteristics
Improvement
proposal

Demo. characteristics
Seoul

0.0327
(0.1589)

Org size

-0.0000
(0.0001)

Percentage of female

-0.6844
(0.4949)

Percentage of part-time

0.3280
(0.6974)

Year fixed effect included
N
r2

Yes

Yes

Yes

495
0.0238

495
0.0623

495
0.0692

Note: + p<0.10, * p<0.05, ** p<0.01
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Table 2.4. Year Fixed Effect Regression with the number of internal communication channels
For-profit Sector
Employee Innovation

Model 2
(b/se)
0.0223**
(0.0069)

Model 3
(b/se)
0.0223**
(0.0069)

-0.0034
(0.0274)

-0.0037
(0.0274)

Multi-functional training

0.0996**
(0.0283)

0.0994**
(0.0284)

HR assessment

0.1385**
(0.0328)

0.1389**
(0.0329)

Work autonomy

0.0377**
(0.0116)

0.0380**
(0.0117)

Number of communication channels

Model 1
(b/se)
0.0312**
(0.0069)

HR characteristics
Improvement proposal

Demo. characteristics
Seoul

-0.0241
(0.1030)

Org size

0.0000
(0.0000)

Percentage of female

-0.0136
(0.1699)

Percentage of part-time

-0.0871
(0.1924)

Year fixed effect included
N
r2

Yes

Yes

Yes

3350
0.0110

3350
0.0296

3350
0.0297

Note: + p<0.10, * p<0.05, ** p<0.01
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Table 2.4. (Continued) Year Fixed Effect Regression with the number of internal communication
channels
Nonprofit Sector
Employee Innovation

Model 2
(b/se)
0.0296+
(0.0173)

Model 3
(b/se)
0.0280
(0.0173)

0.0266
(0.0678)

0.0426
(0.0704)

Multi-functional training

0.0891
(0.0690)

0.0808
(0.0696)

HR assessment

-0.0303
(0.0595)

-0.0444
(0.0610)

Work autonomy

-0.0098
(0.0281)

-0.0130
(0.0278)

Number of communication channels

Model 1
(b/se)
0.0322+
(0.0165)

HR characteristics
Improvement proposal

Demo. characteristics
Seoul

-0.0530
(0.0635)

Org size

0.0001
(0.0001)

Percentage of female

0.4142
(0.3692)

Percentage of part-time

1.0619
(0.6486)

Year fixed effect included
N
r2

Yes

Yes

Yes

505
0.0409

505
0.0467

505
0.0635

Note: + p<0.10, * p<0.05, ** p<0.01
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Table 2.4. (Continued) Year Fixed Effect Regression with the number of internal communication
channels
Public Sector
Employee Innovation

Model 2
(b/se)
0.0057
(0.0128)

Model 3
(b/se)
0.0060
(0.0132)

0.0936
(0.0743)

0.0901
(0.0749)

Multi-functional training

0.1548**
(0.0578)

0.1626**
(0.0578)

HR assessment

-0.1190
(0.1069)

-0.1254
(0.1089)

Work autonomy

0.0998**
(0.0376)

0.0953*
(0.0367)

Number of communication channels

Model 1
(b/se)
0.0174
(0.0129)

HR characteristics
Improvement proposal

Demo. characteristics
Seoul

0.0323
(0.1586)

Org size

-0.0000
(0.0001)

Percentage of female

-0.6851
(0.4959)

Percentage of part-time

0.3279
(0.6971)

Year fixed effect included
N
r2

Yes

Yes

Yes

495
0.0238

495
0.0622

495
0.0691

Note: + p<0.10, * p<0.05, ** p<0.01
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2.7

Discussion
Continuous innovation driven by employees in the workplace is essential for the public

and nonprofit sector. Since the 1990s, the need for change became the dominant theme in the
public sector, with growing demands for innovation resulting in the contracting out of some jobs,
privatization, and deregulation that together comprised dramatic and revolutionary changes
(Frederickson, 1996; Sørensen & Torfing, 2011). The radical and episodic type of innovation
may be effective, but gradual and incremental innovation is more likely to generate institutional
changes without backfiring (Battaglio & Condrey, 2007; Frederickson, 1996). In the nonprofit
sector, innovation has been perceived as a characteristic inherent to the sector due to the
distinctive work of the sector. The nonprofit sector historically addresses public needs and social
problems that cannot be addressed by the public or for-profit sector due to market and
government failure (Dover & Lawrence, 2012; Salamon, 1987). Therefore, nonprofits must be
entrepreneurial and constantly change to survive.
Given that internal communication encourages employees to continuously innovate by
shaping organizational culture, this study investigates the effects of internal communication on
employee-driven innovation and compares its impacts on the public, nonprofit, and for-profit
sectors. Overall, the results show that internal communication influences employee-driven
innovation in the for-profit sector, but that the effects are mixed in the nonprofit sector and that
there is no effect in the public sector. Meeting with the executive director and having regular
employee surveys influences employee-driven innovation in the for-profit sector as
hypothesized.
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However, contrary to our expectations, internal communication only marginally
influences employee-driven innovation in nonprofit organizations. Among nine types of
communication, only meeting with the executive director and e-mail have marginally significant
effects on employee-driven innovation. In addition, the number of communication channels is
only marginally associated with innovation. As expected, the results show that internal
communication has no effect on employee-driven innovation in the public sector. From the
findings, we argue that the effects of rich media on innovation seem to appear only in the forprofit sector due to the both sectoral and cultural distinctions. The application of media richness
theory should be considered with contexts although rich media is indispensable for successful
employee-driven innovation due to its ability to deliver sophisticated information.
Indeed, measuring the benefits of communication is relatively more difficult than
measuring costs that may cause public and nonprofit organizations to be reluctant to implement
communication strategies (Garnett et al., 2008). But, why do communication strategies that lead
to innovation in the for-profit sector not work in the public or nonprofit sectors? Do rules and
regulations in the public sector stifle innovation? The different cultural contexts and work
characteristics of public and nonprofit organizations may explain the very different findings. The
findings report that the public sector has no communication effect on employee-driven
innovation while having the highest average number of internal communication channels. Public
organizations might use such communication channels more often in higher levels of hierarchies
than with lower level employees. Furthermore, Considering the Korean Confucian culture of
hierarchical and top-down control in government and nonprofits in Korea, rigid organizational
culture obstruct open and flexible communication for innovation in these two sectors. The
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significant effect of autonomy on innovation found in the public sector lends some credence to
this explanation.
Interestingly, the perception of autonomy is highest in the public sector. The regression
results also report that work autonomy has a significant impact on public organizations’
employee-driven innovation whereas there is no such effect among nonprofits. These results
seem contrary to the expectations set out in the literature that nonprofits tend to utilize work
autonomy more than public sector organizations (Mirvis & Hackett, 1983). Nonprofit employees
might be insensitive to work autonomy, thinking naturally that autonomy should be given to
them. Yet, public employees might appreciate more work autonomy. As shown the positive
effects of work autonomy, constraints and rules in public organizations may obstruct the utility
of communication strategies, but having a certain level of work autonomy appears to be a
premise for better innovation.
Resource constraints and their effects on innovation in nonprofits can be translated in two
ways. Nonprofit organizations heavily rely upon governmental grants and benefactor donations.
As a result, they tend to avoid the risk of failure inherent to innovation (Hull & Lio, 2006). This
risk-adverse behavior may subvert employee attempts to innovate. Moreover, a lack of financial
resources in a nonprofit may slow adoption of innovations (Finn et al., 2006; Lewis et al., 2001).
On the other hand, their inherently entrepreneurial characteristics might lead to greater
flexibility. Also, their lack of financial resources may force them to be innovative. Both of these
scenarios are plausible when applied to nonprofits, suggesting that more attention should be paid
to the factors that lead to greater innovation.

45

This study also has practical implications for the operations of public and nonprofit
organizations. The results of this study show the importance of communication between
employees and top management. Our findings suggest that meeting with the executive director
has significant effects on innovation in all the three models for the for-profit sector and in model
3 for nonprofits. Although employee desires for given types of communication may differ, the
results indicate that the relationship between employees and top management is critical for
employee-driven innovation. Public and nonprofit senior managers should build a
communication strategy that involves listening to employee opinion and establishing trust with
employees via the utilization of upward and rich communication media rather than just
distributing information by lean media. Such communication strategy guides employees to better
understand the organizational level of strategies and increase morale, leading them to be more
confident when they challenge to innovation. This advice is further supported by a separate study
which also found that employees desire a connection with senior management (Quinn & Hargie,
2004).
The results also indicate the importance of upward communication channel that enable
senior directors to listen to employee opinions. Conducting a regular employee survey may
deliver a cultural message to employees that organizations are paying attention to their voices. In
fact, organizations express the need for more and better communication and stress information
flow from the bottom to the top of their hierarchies (Robson & Tourish, 2005). Robson and
Tourish (2005) argue that “the absence of adequate upward communication may blind managers
to the full nature of their problems” (p. 213). Our results show that having employee surveys has
a significantly positive relationship with innovation in the for-profit sector, despite public
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organizations having the highest average of implementation. Having such a communication
channel does not guarantee its effectiveness. As such, upward communication must be
substantive, not perfunctory.
This study has several limitations. First, this study conducts a relatively simple
comparison of the three sectors that does not distinguish specific subfields or scopes of work
within each sector. Some organizations in one sector may have more in common with
characteristics found more in other sectors. For example, if a nonprofit organization delivers a
public service on behalf of a public agency and receives grants solely by that public agency, the
organization’s characteristics may be more similar to those of a public sector organization than to
those of a nonprofit sector organization. Another possible example is that a technology-oriented
organization might be more likely to encourage innovation. Therefore, this study can be
considered a starting point for future research. Such future studies should focus on exploring
specific fields within sectors. Second, this study utilizes the survey in a Korean context.
Applying these results to other contexts should be done with caution. Hence, future studies may
investigate the same research questions by selecting other contexts such as the United States or
Europe and compare, in particular, how the extent of dependency on governments generate
different impact on innovation in the nonprofit sector. Third, our data has limited information.
The internal communication data only reflects whether organizations implement communication
channels. Communication effects may differ depending on an organization’s hierarchical levels,
gender distribution, or presence of other types of demographic groups. In addition, employeedriven innovation is captured by only one question which does not explicitly define the term
‘employee-driven innovation’ in the survey. Respondents might have interpreted the meaning
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differently. Furthermore, measures of organizational reforms such as decentralization or
outsourcing are not included. Controlling for these variables could be critical to measuring
organizational innovation, and should be examined more deeply in future studies. Also, nonprofit
organizations may prefer to use informal communication channels rather than formal
communication channels. We would have been able to capture these effects if we had included
other types of informal communication channels. Finally, given that we found work autonomy
and multifunctional training to have significant effects for the public sector, it may be that
different work contexts may cause different results between public and nonprofit organizations.
Fleshing out these intricacies represents a promising future research agenda.
Communication is a form of human interaction (Lin, 2007). Ruck and Welch (2012) also
demonstrated that traditional face-to-face communication is the preferred channel. Therefore,
sharing information and knowledge via simple electronic systems may not have the same impact
on employee-driven innovation (Eimhjellen, 2014). Rather, these forms of communication
supplement other richer mediums such as the face-to-face communication channel. Another
study supports the argument that communication through the Internet strengthens face-to-face
interaction in voluntary organizations (Eimhjellen, 2014). Hence, public and nonprofit
organizations would be well served in developing balanced communication channels and
encouraging their employees to actively use them.
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3.1

Abstract
Strategic Human Resource Management (SHRM) emphasizes alignment between human

resources management practices and organizational strategies to accomplish organizational
goals. Although its critical roles of communication between SHRM and organizational
performance, we still know little about the mediating roles of internal communication. To
investigate this question, current study uses five years of data from South Korea and finds that
there exists substantial variation in the effects of mediating roles of internal communication on
organizational performance across the three sectors. We find that communication has a
mediating impact only in the for-profit sector whereas there is no mediating effect in the
nonprofit and pubic sectors.
3.2

Introduction
The success of organizations is ultimately measured by whether they accomplish their

goals. Strategic management emphasizes the importance of activities as a means of achieving
such organizational missions and goals. Scholars agree that strategic management is a process of
aligning organizational response to environmental challenges (Brown, 2010). To accomplish
this, organizations establish strategies and foster coherence among functions and practices such
as those associated with human resource management. The concept of Strategic Human
Resource Management (SHRM) underscores alignment between human resources management
practices and organizational strategies. The literature emphasizes that in order to achieve
organizational goals every human resource management function should align with
organizational strategies and coordinate with other functions (Delery & Doty, 1996; Perry, 1993;
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Wright & McMahan, 1992). Since organizational strategies are subject to changes in the
environment, HR practices have to be flexible enough to fit changing strategies (Akingbola,
2013). Indeed, HR practices are dynamic functions, not static.
To ensure alignment and cope with constant changes in organizational strategy, HR
managers must constantly communicate with internal stakeholders regarding such changes.
Communication is an integral part of ensuring employees understand HR practices, follow and
lead successful changes and, ultimately, enhance organizational performance (Bowen & Ostroff,
2004; Den Hartog, Boon, Verburg, & Croon, 2013). In fact, scholars have found that
communication has a positive impact on productivity, job satisfaction, and job commitment
(Clampitt & Downs, 1993; Farrell, Kadous, & Towry, 2012; Pettit, Goris, & Vaught, 1997;
Pincus, 1986; Putti, Aryee, & Phua, 1990; Schuler & Blank, 1976; Varona, 1996).
Yet, we still know very little about the effects of internal communication on
organizational service performance in the public and nonprofit sectors due, in part, to the
‘performance predicament’ (Garnett, Marlowe, & Pandey, 2008; Pandey & Garnett, 2006).
Indeed, measuring the outcome of communication is harder than measuring costs. In particular,
existing research falls short in detailing the influence of internal communication as a mediating
factor between SHRM practices and organizational performance. Furthermore, little is known
about how communication may differ by sector and if these differences play a role in the SHRM
- performance relationship.
Like the literature on communication, a systematic understanding of the connection
between SHRM and organization performance is also wanting. Clarity is needed given that the
adoption of SHRM is less prevalent among public and nonprofit sectors as opposed to the for-
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profit sector (Den Hartog et al., 2013; Gould-Williams, 2004; Guo, Brown, Ashcraft, Yoshioka,
& Dong, 2011). While Delaney and Huselid (1996) examined the relationship between
progressive HRM practices and measures of organizational performance by studying for-profit
and nonprofit organizations, they did not compare the two sectors. Rodwell and Teo (2004)
found that in both the for-profit and the nonprofit sectors, the adoption of SHRM increased
organizational performance. However, the authors limited their data to the health service
industry. Another study examined specific organizational factors that influence the extent of
SHRM adoption in the nonprofit sector, but did not investigate the effects of SHRM itself (Guo
et al., 2011).
Notwithstanding the critical role of HR departments as operators of SHRM, they are
often perceived as supporters rather than initiators within an organization. Organizations tend to
view HR functions as a financial burden on overall resources (Becker & Huselid, 2009; Pynes,
2008) – a misleading perception of the strategic role of human capital. Ultimately, resources that
are associated with SHRM are necessary for integrated functional improvements. The
organizational level of strategic planning and its implementation cannot be done without
adequate human capital. In this context, this paper seeks to investigate the different mediating
effects of communication on the relationship between SHRM and organizational performance.
Accordingly, this study's key research question explores the different mediating impacts
of internal communication on the SHRM-performance relationship across the public, nonprofit,
and for-profit sectors. The rest of this article is organized as follows. We begin with a literature
review that provides theoretical background, including an outline of the different communication
patterns in public and nonprofit organizations and a description of the Korean context of this
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study’s data. This is followed by hypotheses, methods, and findings. The last section includes
conclusions with theoretical and practical implications.
3.3

Literature Review

3.3.1 Strategic Human Resource Management and Organizational Performance
Unlike traditional human resource management (HRM), strategic human resource
management (SHRM) highlights how human resource management should align with an
organization’s strategies to achieve organizational goals (Guo et al., 2011; Wright & McMahan,
1992). Wright and McMahan (1992) define strategic human resource management as “the
pattern of planned human resource deployments and activities intended to enable an organization
to achieve its goals” (298). Basically, SHRM is different from the traditional human resource
management in several aspects. The traditional management focuses more on individual HR
functions such as recruiting, compensation, and training. Each different function is isolated from
other functions within the organization, so every function evolves individually. As such,
traditional human resource management is referred to as a micro-oriented management (Delery
& Doty, 1996; Wright & McMahan, 1992).
SHRM is a macro-perspective based approach which matches HR management to an
organization’s ever-changing strategies. SHRM focuses on organizational performance and HR
management systems rather than individual performance or isolated HR management practices
(Becker & Huselid, 2009). SHRM takes a behavioral theory perspective, employed by scholars
and practitioners as a means for explain the mediator effect on the relationship between strategy
and firm performance (Wright & McMahan, 1992). As such, SHRM has its root partly in the
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contingency perspective (Delery & Doty, 1996). Scholars argue that the extent to which SHRM
practices influence organizational performance depends on the level of alignment between
internal and external contingencies (Colakoglu, Hong, & Lepak, 2009; Lepak & Snell, 2002).
Organizations must coordinate their internal contingencies with external contingencies such as
the economy, policy, industry, and various demands from different stakeholder groups
(Colakoglu et al., 2009; Ridder & McCandless, 2010). Colakoglu, Hong, and Lepak (2009) cite
strategy, technology, culture, and structure as the main categories of internal contingency. In
short, strategic changes within an organization require changes in human resource management
in order to adapt to changes effectively (Pynes, 2008).
SHRM attempts to improve organizational end products such as services and
manufactured goods (Lengnick-Hall & Lengnick-Hall, 1999; Lengnick-Hall, Lengnick-Hall,
Andrade, & Drake, 2009; Mesch, Perry, & Wise, 1995). Buller (1988) classified eight high
performance for-profit firms into one of four categories depending on the alignment between the
firm’s strategic planning and human resource functions. He found that in firms exhibiting
significant alignment between their organizational strategies and their HR functions the HR staff
members and other managers perceive each other as strategic partners. In this type of
organization, HRM functions are viewed as important and HR staff members are involved
proactively in the strategic decision-making process.
SHRM also plays a central role in public and nonprofit organizations. Pynes (2008)
contends that utilizing SHRM is the best way to improve organizational service quality in the
public and nonprofit sectors. When HR managers are highly involved in the planning of
organizational strategies they better understand the type of human resources those strategies need
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and in turn are better able to proactively recruit and deploy qualified personnel accordingly.
Furthermore, the extent of an HR department’s engagement has a direct impact on employee
behaviors (Pynes, 2008). Gould-Williams (2004) supports this argument that highly committed
HR practices have positive effects on employee commitment and satisfaction, and that adverse
effects are associated with turnover intention in the public sector.
3.3.2 HR Department and Communication Roles
As organizational strategies change, an HR department changes how it hires, deploys,
trains, and evaluates employees accordingly. By extension, the HR practices adopted by an
organization under a given organizational strategy should not be the same as those adopted by
other organizations implementing different strategies (Delery & Doty, 1996). According to the
contingency perspective, there is no specific SHRM practice that is commonly agreed upon by
scholars. Rather, the practices are often identified in different ways depending on the scholars’
perspective. For example, Guo and his colleagues (2011) point out that a unique context exists in
the nonprofit sector wherein three SHRM practices have been widely adopted: encouraging and
allowing flexibility in work schedules and working arrangements; using the mission and values
of the organization to attract employees; and establishing internal communication practices that
consistently reach all employees with valuable information.
The SHRM perspective asserts that every human resource management function should
vertically align with organizational strategies (Delery & Doty, 1996; Gratton & Truss, 2007;
Perry, 1993; Wright & McMahan, 1992). Gratton and Truss (2007) argue that “HR policies and
practices that make up an organization’s people strategy should reflect, reinforce, and support the
organization’s business aims and objectives” (391). The SHRM behavioral perspective
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hypothesizes that employee skills and motivation will be enhanced by aligning policies and
practices to better fit organizational strategies (Bowen & Ostroff, 2004). After vertical
alignment, each HR policy should be aligned horizontally with other organizational functions
(Gratton & Truss, 2007; Wright & McMahan, 1992). In particular, HR managers should work
closely with line managers who are directly involved in implementing organizational strategic
decisions (Gratton & Truss, 2007). To maintain such vertical and horizontal alignments, HR
managers need to be able to grasp each employee’s capabilities and continuously update records
to manage them effectively (Pynes, 2008).
Consequently, HR departments play a critical in implementing organizational strategy.
Gratton and Truss (2007) stress the importance of HR implementation, as HR managers who
possess strategic knowledge and skills can contribute to the organizational strategy building
processes. HR senior managers should participate as both strategy initiators and partners (Beatty
& Schneier, 1997). HR managers are thus a vital conduit for communicating with various people
vertically and horizontally within an organization. Some scholars even view HR practices as a
form of communication (Bowen & Ostroff, 2004). HR departments must communicate with
other departments in an effort to align HR policies and practices – an important aspect
contributing to employee appreciation for organizational practices, policies, and decisions. Thus,
SHRM supports employees awareness of the linkages between organizational practices and
individual tasks (Den Hartog et al., 2013). These complex HR practices require the high-quality
communication skills of HR managers (Den Hartog et al., 2013; Pynes, 2008).
In sum, SHRM is closely related to communication within an organization (Croucher,
Gooderham, & Parry, 2006; Pynes, 2008). The form and content of communication is equally
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important. Using multiple channels of communication enhances the impact of communication by
facilitating the cognitive ability of employees to process communicated information (Garnett,
1992). An organization chooses the number of communication channels it utilizes based on what
its HR strategies necessitate. For example, a face-to-face meeting is appropriate when a HR
department changes a policy that affects an individual employee significantly.
However, core contents in communication must be consistent regardless of the type of
media channel. Nishii and Wright (2007) suggest that “the communications that are derived from
HR practices must be internally consistent with other forms of organizational communication
(e.g., supervisory, written, leader verbal messages, etc.) in order to achieve maximum effect”
(27). Also, both quantity and quality of communications are pivotal. Employees are motivated
and satisfied when they perceive that a sufficient amount and high quality of managerial
information is given (Z. S. Byrne & LeMay, 2006; Den Hartog et al., 2013).
3.3.3 Communication in Public and Nonprofit Organizations
Communication is a form of human activity which requires previously agreed upon rules
consensually shared within an organization (Cushman, King, & Smith, 1988; Jones, Watson,
Gardner, & Gallois, 2004). The rules reflect shared expectations between two parties engaged in
the communication and transfer of symbolic information (Cushman et al., 1988). Established
expectations and consensus are essential for interpreting communications by the end users –
individual receivers (Bovée & Thill, 2010). Receivers can only interpret messages from senders
according to their intended meaning when the two parties share these common rules (Bovée &
Thill, 2010; Cushman et al., 1988). For example, technical or bureaucratic jargon frequently used
within public organizations is often misinterpreted by people outside the agency (Garnett, 1992).
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Sectoral differences may also influence shared communication parameters. Despite the
blurring of once sharp sector differences, a certain level of distinction exists between
organizations in the public, nonprofit, and for-profit sectors. The multi-dimensional view of
‘publicness’ advanced by Bozeman (1987) assumes that every organization is influenced to some
extent by political and economic authority. According to this view, government organizations are
heavily influenced by political authority, private firms are heavily influenced by economic
authority, and nonprofit organizations are subject to both political and economic influence in
equal measure (Bozeman, 1987; Rainey, 2014). Different levels of publicness drive differences
in work characteristics and culture that in turn influence communication behaviors in public and
nonprofit organizations.
Political authority exerted by citizens and governmental institutions engenders distinct
work characteristics and internal communication patterns within public organizations. Germane
to communication in public organizations is the dynamic interaction between employees and
their supervisors. Top administrators, political appointees, and elected officials in public
organizations are thought to be susceptible to political issues and shifts in public opinion.
Political environments require more involved communication with subordinates to coordinate a
quick response (Garnett, 1992). However, the prevalence of mistrust between political
appointees and civil servants, hierarchical organization, and labyrinthine rules and procedures all
serve to hinder effective internal communication between the upper and lower echelons of public
organizations (Garnett, 1992; Mosher, 1982). In addition, the consequences of government
communication are more serious and far reaching given the extent such activities affect the lives
of a nation’s entire citizenry (Garnett et al., 2008). As opposed to the more fluid communication
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channels engendered by competition in the private sector, government is subject to a number
political and legal hurdles that often confines communication downward and focused on goal
attainment (Bozeman, 1987). Constitutional checks and balances, oversight by other
governmental agencies, interest group politics, and regulations exert political power in an effort
to control government agencies (C. Chen, 2012). For these reasons, communication in
governments tends to be centralized, constrained, rule-bounded and scrutinized (Garnett et al.,
2008). In this type of organizational culture, communication is more likely to focus on
compliance (Harris & Nelson, 2008).
On the other hand, nonprofit organizations are influenced by both economic and political
authority (Bozeman, 1987). Various stakeholders, including donors, communities, citizens, and
governments demand diverse outcomes from nonprofits, which rely heavily on private
contributions and government grants (Ott & Dicke, 2001). Consequently, stakeholders are
increasingly keen to hold nonprofit organizations accountable; particularly, the management of
their daily operations. Nonprofits are often challenged by the dual pressure of accountability and
the search for scarce funding sources. To achieve better outcomes in the face of constrained
resources employees often seek to cooperate with others within an organization. Thus, nonprofit
employees are more likely to value consensus when it comes to internal communication patterns.
The value of consensus to an organization is strongly linked to promoting an organizational
culture of compromise (Harris & Nelson, 2008). Furthermore, nonprofits are less hierarchical
and more flexible in terms of human resource functions than their public counterparts (C. Chen,
2012; Feeney & Rainey, 2010; Ott & Dicke, 2001). Thus, nonprofits often prefer to use an
informal type of communication such as a casual meeting in the hallway or instant messages.
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For-profit organizations are viewed as performance oriented or competitive culture
(Harris & Nelson, 2008; Sarros, Cooper, & Santora, 2011). Opposed to the public sector, forprofit firms are less likely long-lived wherein employees are more likely to prefer higher wages
and benefits (Bozeman, 1987; Mirvis & Hackett, 1983). In this culture, employees tend to focus
on individual achievements and self-motivation (Harris & Nelson, 2008). Consequently, internal
communication in the for-profit sector often focuses on individual performance, particularly in
sales-oriented organizations.
Communication choices thus reflect the unique rules that are embedded in organizational
culture (Harris & Nelson, 2008; Rainey, 2014). Harris and Nelson (2008) note that “[a]ll
organizations have cultures and there is a symbiotic relationship between an organization’s
communication processes, culture, and environment” (80). From the publicness viewpoint,
communication styles exerted in public and nonprofit organizations are different from those in
for-profit organizations. Hence, Figure 3.1 depicts the predicted relationship and we hypothesize
as below.
Hypothesis 1. Internal communication has a significantly positive mediating effect in the
relationship between SHRM practices and organizational performance in for-profit
organizations.
Hypothesis 2. Internal communication has a marginally positive mediating effect in the
relationship between SHRM practices and organizational performance in nonprofit
organizations.
Hypothesis 3. Internal communication has no mediating effect in the relationship between
SHRM practices and organizational performance in public organizations.
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Figure 3.1. Conceptual Model
3.3.4 The Korean Context
Confucianism has been identified as one of the most influential cultures in Korea for
centuries (G.-M. Chen & Chung, 1994). Confucian culture and related communication patterns
affect most organizations to some extent in Korea regardless of sector. One Confucian principle
is that in a hierarchical relationship people should obey rules and superior authority, and adhere
to specific patterns of superior-subordinate communication (G.-M. Chen & Chung, 1994; S. Kim,
2009). According to Chen and Chung (1994), “subordinates use honorifics and become more
restrained when talking to superiors” in a Confucianist culture (101). In this culture, downward
communication is predominant and subordinates are subject to listen. In contrast, members of
individualistic culture in most western countries are inclined to talk more directly (Gudykunst &
Matsumoto, 1996).
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Another principle of Confucianism is that groups should behave as a family and that the
family system should uphold and exhibit paternalistic leadership, loyalty, commitment, and
harmony within a group (G.-M. Chen & Chung, 1994). According to this ideal, once in a group
members should be highly motivated by group goals as opposed to individual objectives.
Members are also subject to frequent contacts with other members which in turn builds trust and
consensus similar to the family. Consequently, internal communication tends to be nonconfrontational, avoiding conflicts within a group (G.-M. Chen & Chung, 1994).
Since the Financial Crisis of the late 1990s Korean for-profit firms have recognized that
their current HRM systems are unable to cope with rapid changes in the increasingly global
business environments (Bae & Lawler, 2000). As a consequence, for-profit organizations have
restructured their human resource management to be more flexible and performance-oriented
(Bae & Lawler, 2000). In contrast, public organizations within Korea have continued to abide by
the norms of Confucian culture: highly rule-bound and downward communication patterns (S.
Kim, 2009). People tend to respect government authority, and public employees are inclined to
perceive their job as prestigious, resulting in a preference for job security and seniority over
lucrative offers in the for-profit sector (S. Kim, 2009). Thus, Koreans in public organizations are
generally predisposed to a highly rigid human resource management system that emphasizes a
degree of rule-bounded organizational culture (S. Kim, 2009). On balance, Korean public
employees are inclined to prioritize hierarchical order (goal compliance) over performance – a
characteristic that does not necessarily negate organizational productivity (See Garnett et al.
2008).
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Korean nonprofits are not free from governmental control. Historically, nonprofits in
Korea were suppressed by authoritarian regimes until the 1980s. Even still they remain highly
dependent on government institutional and financial support (H.-R. Kim, 2000). Lack of
financial capacity and high dependence on government assistance may drive nonprofits to focus
more on compliance than collaboration in their relationship with governments, further
exacerbating their lack of independence (Choi & Yang, 2011). Furthermore, nonprofit employees
may have to focus more on compromising with each other in order to overcome financial
constraints instead of focusing on organizational performance, thereby pulling even more
resources and attention away from organization goals.
3.4

Data and Method
This study uses five years of Korean Workplace Panel Survey (KWPS) data from 2005 to

2013 to examine the mediating effects of internal communication in the relationship between
strategic human resource management practices and organizational performance. In particular,
this study compares the public, nonprofit, and for-profit sectors. The survey has been biennially
conducted since 2005 by the Korea Labor Institute which is a government-funded policy
research body (Korea Labor Institute, n.d.). In order to conduct the panel survey, the Korea
Labor Institute sampled industries from all three sectors except agricultural, fishery, forestry, and
mining industries. For-profit firms with 30 or more employees, nonprofits with 30 or more
employees, and public agencies with 20 or more employees were selected. Then, a stratified
sampling technique was applied with four categories of organizational size, twelve industries,
and five regions to construct a sample of for-profit firms and nonprofits. All public agencies in
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South Korea were included in the sample. A total number of 960 samples remained in 2013
(retention rate: 54.9%) from 1,749 organizations in 2005.
Current paper’s sample size for each year is 870 organizations, including for-profit
(N=670), nonprofit (N=101), and public (N=99) organizations. We exclude schools and hospitals
since they are sector-mixed subfields in Korea. All units are strongly balanced for five years
which came up with 4,350 observations. All the survey questions were answered by an HR
manager or HR senior professional in each organization. Confirmatory factor analysis and a full
structural equation model were used. Since this paper examines the effects of strategic human
resource management and communication on organizational performance over five years and
does not model changes over time, neither a growth curve model nor a cross-lagged model were
used. Instead, we investigate each year and compare the results over time.
3.4.1 Strategic Human Resource Management
The perception of organizational strategic human resource management was measured
using four items that reflect the extent of SHRM adoption (Pynes, 2008). For each question, all
respondents were asked to evaluate the extent of SHRM in their organization using a scale of 1,
“not at all,” to 5, “to a great extent.” The first question asked the extent to which human resource
practices are connected to organizational strategies. The second question asked the extent to
which the director of the human resource department contributes to organizational strategy
building processes. The third question asked for the respondent’s perception of the extent to
which other departmental employees consider the human resource department their business
partner and as initiators of innovation. The last question asked the extent to which the human
resource department is perceived to support their organization’s strategic goals. The Cronbach’s
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alpha is .79, .83, .83, .87, and .87 respectively from 2005 to 2013. Moreover, we applied two
covariances between the model’s four independent variables as shown in Figure 3.2.
3.4.2 Internal Communication Channels
The latent communication variable is derived from nine observed variables and used to
measure the mediating effect of communication These nine observed variables are 1) meeting
with an executive director, 2) senior directors’ field trip, 3) hotline, 4) regular meeting within
departments, 5) employee survey, 6) regular newsletter, 7) bulletin board system, 8) sharing
information via e-mail, and 9) intranet system for sharing information. The nine survey questions
asked whether the respondent’s organization operates these communication channels (1=operate,
0=otherwise). The Cronbach’s alpha is .69, .64, .70, .71, and .67 respectively from 2005 to 2013.
There is no covariance between variables.
3.4.3 Service/Product Performance
Since service or manufactured goods are the end-products that every organization
provides to their clients, they are used as proxy measures of organizational performance. The
success of public and nonprofit organizations is ultimately measured by whether they
successfully deliver services, their primary mission (Sawhill & Williamson, 2001). Given that
the quality of service delivery depends on an organization’s capabilities and professions, we
chose perception of organizational service/product performance as the dependent variable.
We acknowledge the limitations associated with subjective measures of performance
such as the one we employee here. However, while a more objective measure would be
desirable, we adopted subjective measures for reasons. Organizational performance is a
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complicated multidimensional concept that can be diverse depending on organizational goals and
stakeholders (Amirkhanyan, Kim, & Lambright, 2014; Andersen, Boesen, & Pedersen, 2016).
Therefore, in order to conduct apple-to-apple comparison across the different three sectors, it is
necessary for us to use a subjective measure of interior experience and perception of
performance in order to add to “important pieces in the total performance puzzle” (Andersen et
al., 2016, p. 859). The literature also argues that employee self-reports provide a global view of
organizational performance while objective measures capture a partial view of holistic
performance (Andersen et al., 2016; Moynihan & Pandey, 2005).
We measure perceptions of performance by constructing a two-factor unit from two
questions in the survey. First, every respondent was asked how their organization’s
service/product quality compared to that of the respondent’s own rough estimate of their
industry’s average. The second question asked for the respondent’s perception of their
organization’s service/product innovation by comparing it with the average in their industry.
Subjects responded using a scale of 1, “very low,” to 5, “very high.” The Cronbach’s alpha for
each year was .69, .71, .72, .76, and .68 respectively from 2005 to 2013.
3.4.4 Control Variables
Our model also includes a number of organizational demographic characteristics.
Organization size was measured by the number of regular permanent employees. Organization
age was also included. Moreover, we also considered whether or not the organization is located
in the capital city, Seoul (1=located in Seoul, 0 = otherwise). Organizations in the Seoul
metropolitan area may have more access to financial or informational resources. Lastly, the
percentage of women employees and the percentage of part-time employees were also included.
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3.4.5 Model Specification
The hypotheses that are stipulated in the previous section were tested by using STATA
14. Initially, the Sobel test was used to verify the mediating effects of communication in the
relationship between SHRM practices and organizational performance. To confirm the test
results, full structural model with maximum likelihood estimation was utilized as shown in
Figure 3.2. Including the five control variables, two equations are specified as follows:
(1) 𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑐𝑎𝑡𝑖𝑜𝑛 = 𝛼1 𝑆𝑡𝑟𝑎𝑡𝑒𝑔𝑖𝑐 𝐻𝑢𝑚𝑎𝑛 𝑅𝑒𝑠𝑜𝑢𝑟𝑐𝑒 𝑀𝑎𝑛𝑎𝑔𝑒𝑚𝑒𝑛𝑡 + 𝜀1
(2) 𝑆𝑒𝑟𝑣𝑖𝑐𝑒 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 = 𝛽1 𝑆𝑡𝑟𝑎𝑡𝑒𝑔𝑖𝑐 𝐻𝑢𝑚𝑎𝑛 𝑅𝑒𝑠𝑜𝑢𝑟𝑐𝑒 𝑀𝑎𝑛𝑎𝑔𝑒𝑚𝑒𝑛𝑡 +
𝛽2 𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑐𝑎𝑡𝑖𝑜𝑛 + 𝛽3 𝑂𝑟𝑔 𝑠𝑖𝑧𝑒 + 𝛽4 + 𝑂𝑟𝑔 𝑎𝑔𝑒 + 𝛽5 𝑆𝑒𝑜𝑢𝑙 + 𝛽6 𝑅𝑎𝑡𝑖𝑜𝐹𝑒𝑚𝑎𝑙𝑒 +
𝛽7 𝑅𝑎𝑡𝑖𝑜𝑝𝑎𝑟𝑡−𝑡𝑖𝑚𝑒 + 𝜀2
3.5

Analysis and Findings
Table 3.1 summarizes the variables across the three sectors. The average values of the

responses to the strategic human resource management questions are 3.58 (For-profit), 3.52
(Nonprofit), and 3.72 (Public), showing that public organizations exhibit the greatest extent of
SHRM practices. Among the nine types of organizational communication, newsletter (18%) was
the least used communication channel, and employee survey (20%) was the next least used, in all
three sectors. On the other hand, meetings within departments (58%) and senior director field
visits (57%) are the most popular communication channels in all three sectors. Thirty-one
percent of for-profit, 21 percent of nonprofit, and 53 percent of public organizations responded
that they are located in Seoul province. As a percentage of the workforce female employees
comprise 24% (For-profit), 38% (Nonprofit) and 29% (Public) respectively.

74

Org. size
Ɛ3

Connection

Ɛ4

Contribution

Org. age

Percent of
female

Partner
Ɛ1

Ɛ6

Percent of
PTE

Service
quality

Ɛ16

Service
innovation

Ɛ17

SEVC

SHRM
Ɛ5

Seoul

Support
Ɛ2

COMM

CEO
meeting

Ɛ7

Field
visiting

Ɛ8

Hotline

Ɛ9

Dept.
meeting

Ɛ10

Survey

Ɛ11

Newsletter

Ɛ12

Bulletin
board

Ɛ13

E-mail

Ɛ14

Intranet

Ɛ15

Note: SHRM = Strategic Human Resource Management; SEVC = Service Performance; COMM = Internal Communication
Figure 3.2. Full Structural Model
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Table 3.2 reports the Sobel test results for each year. This test verifies if mediating effect
is statistically significant by testing a null hypothesis that the mediating effect is equal to zero
(Hayes, 2009; Jose, 2013). The results in Table 3.2 show that communication has a significant
mediating effect in the relationship between strategic human resource management and
organizational service performance in the for-profit sector for all five years. In contrast, there is
no such result in the other two sectors. To confirm the Sobel test results, then, we constructed the
full structural model for the investigation (Figure 3.2).
Table 3.3 reports the full structural model fit for each year. With the two covariances
within the model’s four independent variables about strategic human resource management and
no covariance within organizational communication, overall values satisfy the acceptable levels
of indices. First, the relative chi-square (𝜒 2 ) fit indices divided by degrees of freedom are 3.09,
2.75, 2.52, 2.67, 2.14 from 2005 to 2013 respectively. Only the value of 2005 is slightly higher
than the acceptable range of between 1 and 3 (Carmines & McIver, 1981). The root mean square
error of approximation (RMSEA) values are .049, .045, .042, .044, and .036 from 2005 to 2013
respectively. These values of all five years (< .05) indicate good fit (Acock, 2013; B. M. Byrne,
1998). Also, the comparative fit index (CFI) values are .876, .905, .922, .929, and .948 from
2005 to 2013 respectively. The .875 value in 2005 is slightly less than the acceptable level of .9
(Acock, 2013; B. M. Byrne, 1998). Overall, the indices demonstrate that the model fits the data.
The next step involves comparing the three sectors by testing two models, an equal
loadings model and an equal loadings and errors model, in order to identify the more appropriate
model for the data. As a result, we chose the equal loadings model which provides better fit for
our group comparison model. Table 3.4 reports the direct, indirect, and total effects of measures

76

for each sector. As an independent variable, SHRM can have indirect effects on organizational
service/product performance through communication. It has significantly positive indirect effects
through communication in the for-profit sector in four years except for 2007. The standardized
coefficients of indirect effects are .113 (p < .001), .109 (p < .001), .095 (p < .01), and .081 (p <
.05) from 2005 to 2013 respectively. According to MacKinnon (2008), the effect size of the
mediation can be measured by ratio index which is calculated by the equation: indirect effect (a *
b) / total effect (c). This ratio index yielded values of 0.481 (2005), 0.527 (2009), 0.30 (2011),
and 0.24 (2013), suggesting that 48.1%, 52.7%, 30%, and 24% of the total effect was explained
by the indirect path through communication for each year. These findings indicate that the
internal communication has a partial mediating effect in the relationship between strategic
human resource management and service/produce performance. Partial mediation is more likely
to happen than perfect mediation in the social sciences (Jose, 2013). Despite the significant
results in the for-profit sector for four years, the indirect effects of SHRM on organizational
service/product performance were not significant for the nonprofit and public sectors in all years.
3.6

Discussion
Attention has been paid to Strategic Human Resource Management (SHRM) as a means

of improving organizational performance by aligning HR practices with organization strategies.
To implement SHRM successfully, HR managers play a central role by aligning human capital
resources (Perry, 1993; Pynes, 2008). Despite such importance, HR departments are frequently
excluded from organizational strategic planning and implementing processes in public and
nonprofit organizations (Pynes, 2008). Scholars agree that HR departments should take on a
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Table 3.1. Descriptive Statistics
For-Profit (N=3350)
Strategic Human Resource
Management (SHRM)
HR practices connection
HR director contribution
HR Dep. as partner
HR Dep. support
Communication (COMM)
Meeting with executive director
Senior directors' field visit
Hotline
Meeting within Dep.
Employee survey
Newsletter
Bulletin board
E-mail
Intranet system
Service/product performance (SEVC)
Service/Product quality
Service/Product innovation
Demo. characteristics
Organization size
Organization age
Seoul
Percentage of female
Percentage of part-time

Nonprofit (N=505)

Mean

S.D

Min

Max

Mean

S.D

Min

Max

3.51
3.51
3.62
3.69

0.86
0.78
0.70
0.64

1
1
1
1

5
5
5
5

3.38
3.47
3.60
3.64

0.91
0.78
0.72
0.63

1
1
1
1

5
5
5
5

0.51
0.57
0.24
0.56
0.19
0.17
0.53
0.26
0.37

0.50
0.49
0.43
0.50
0.40
0.38
0.50
0.44
0.48

0
0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
1
1

0.62
0.53
0.21
0.50
0.12
0.11
0.42
0.17
0.30

0.49
0.50
0.41
0.50
0.33
0.31
0.49
0.37
0.46

0
0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
1
1

3.62
3.45

0.66
0.63

2
1

5
5

3.45
3.31

0.59
0.56

2
1

5
5

380
24
0.31
0.24
0.01

715
16
0.46
0.21
0.07

5
0
0
0.00
0.00

12967
109
1
0.98
0.85

248
27
0.21
0.38
0.01

407
21
0.41
0.28
0.05

8
0
0
0.00
0.00

3226
108
1
0.98
0.46
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Table 3.1. (Continued) Descriptive Statistics
Public (N=495)
Strategic Human Resource
Management (SHRM)
HR practices connection
HR director contribution
HR Dep. as partner
HR Dep. support
Communication (COMM)
Meeting with executive director
Senior directors' field visit
Hotline
Meeting within Dep.
Employee survey
Newsletter
Bulletin board
E-mail
Intranet system
Service/product performance (SEVC)
Service/Product quality
Service/Product innovation
Demo. characteristics
Organization size
Organization age
Seoul
Percentage of female
Percentage of part-time

All (N=4350)

Mean

S.D

Min

Max

Mean

S.D

Min

Max

3.70
3.65
3.73
3.78

0.80
0.77
0.68
0.62

1
1
2
2

5
5
5
5

3.51
3.52
3.63
3.69

0.86
0.78
0.70
0.64

1
1
1
1

5
5
5
5

0.73
0.56
0.42
0.73
0.32
0.33
0.71
0.37
0.73

0.44
0.50
0.49
0.44
0.47
0.47
0.46
0.48
0.45

0
0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
1
1

0.55
0.57
0.26
0.58
0.20
0.18
0.54
0.26
0.41

0.50
0.50
0.44
0.49
0.40
0.39
0.50
0.44
0.49

0
0
0
0
0
0
0
0
0

1
1
1
1
1
1
1
1
1

3.39
3.33

0.62
0.58

1
2

5
5

3.58
3.42

0.65
0.62

1
1

5
5

743
22
0.53
0.29
0.01

1380
16
0.50
0.18
0.04

10
0
0
0.00
0.00

10118
108
1
0.93
0.42

406
24
0.32
0.26
0.01

804
16
0.47
0.23
0.06

5
0
0
0.00
0.00

12967
109
1
0.98
0.85
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Table 3.2. Sobel Test Results (Ho: mediating effect = 0)
For-profit
2005
2007
2009
2011
2013

Nonprofit

Public

Test Statistics

p-value

Test Statistics

p-value

Test Statistics

p-value

3.7868
2.1643
4.1981
3.8886
3.3300

0.00015
0.03044
0.00003
0.00014
0.00087

1.0649
1.1197
1.0381
0.6148
0.0765

0.28693
0.26282
0.29923
0.53871
0.93902

0.0497
0.6358
1.1675
0.7088
1.4891

0.96039
0.52492
0.24301
0.47843
0.13645

Table 3.3. Model Fit Statistics
Acceptable levels

2005
(N=870)

2007
(N=870)

2009
(N=870)

2011
(N=870)

2013
(N=870)

χ2/df

Between 1 and 3

3.09

2.75

2.52

2.67

2.14

Root mean square error of
approximation (RMSEA)

<.08

0.049

0.045

0.042

0.044

0.036

Comparative fit index (CFI)

>.9

0.876

0.905

0.922

0.929

0.948

Standardized root mean square
residual (SRMR)

<.08

0.056

0.058

0.052

0.054

0.051
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Table 3.4. Direct, Indirect, and Total Effects in For-profit, Nonprofit, and Public Organizations

1

2005
2

3

1

2007
2

3

1

2009
2

3

Direct effect
SHRM → SEVC (c)

0.122+

0.147

0.319*

0.293***

0.108

0.271*

0.098+

0.120

0.241+

SHRM → COMM (a)

0.421***

0.172

0.312*

0.506***

0.187

0.303*

0.376***

0.429**

0.152

COMM → SEVC (b)

0.267**

0.262+

-0.048

0.086

0.228

0.098

0.290***

0.183

0.224

Total indirect effect (a * b)

0.113***

0.045

-0.015

0.044

0.043

0.030

0.109***

0.079

0.034

Total effect (c + a * b)

0.235***

0.192

0.304*

0.337***

0.150

0.301*

0.207***

0.199

0.275*

Indirect effect

Note: 1 = For-profit, 2 = Nonprofit, 3 = Public; SHRM = Strategic Human Resource Management; SEVC = Service Performance; COMM =
Internal Communication; + p<0.10, * p<0.05, ** p<0.01, *** p<0.001
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Table 3.4. (Continued) Direct, Indirect, and Total Effects in For-profit, Nonprofit, and Public Organizations

1

2011
2

2013
2

3

1

0.222***

0.293*

0.126

0.256***

0.003

0.050

SHRM → COMM (a)

0.466***

0.339*

0.274*

0.507***

0.228

0.394**

COMM → SEVC (b)

0.204**

0.016

0.234

0.159*

-0.075

0.303

Total indirect effect (a * b)

0.095**

0.005

0.064

0.081*

-0.017

0.119

Total effect (c + a * b)

0.317***

0.299*

0.190

0.337***

-0.014

0.169

3

Direct effect
SHRM → SEVC (c)
Indirect effect

Note: 1 = For-profit, 2 = Nonprofit, 3 = Public; SHRM = Strategic Human Resource Management; SEVC = Service Performance; COMM =
Internal Communication; + p<0.10, * p<0.05, ** p<0.01, *** p<0.001
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larger role as an equal partner at the executive level of strategy initiation (Beatty & Schneier,
1997; Pynes, 2008).
In light of the fact that communication is essential for successful HR practices, this study
investigates the mediating effects of communication on the relationship between SHRM and
organizational performance. In particular, this article compares its impacts across public,
nonprofit, and for-profit organizations using five years of panel data from South Korea. Overall,
major findings from the study indicate that there exists substantial variation in the effects of
mediating roles of internal communication on organizational performance across the three
sectors. We find that the mediating effect of communication is only shown among for-profit
organizations whereas there is no mediating effect in the nonprofit and public sectors.
Why does internal communication not work in the public and nonprofit organizations?
What differences between the sectors drive these disparate communication effects? The results
indicate that public and nonprofit organizations may experience difficulties adopting and
utilizing SHRM. According to Pynes (2008), public organizations “may be reluctant to spend
additional resources on employees, fearing a backlash from its elected officials and citizens” (p.
47). Nonprofits may also fear that their stakeholders would not be happy to see them use
stakeholder donations on employees.
Considering that for-profit firms are more likely to focus on their organizational
performance in everyday tasks, the results found in this paper have significant implications for
public and nonprofit management. Specifically, results show that nonprofit organization behavior
in Korea seems to be closer to that of the public sector. It is possible that Korean nonprofits are
influenced by political authority much more than their counterparts in other western countries
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due to the impact of Confucian culture and government dependency. The high level of
publicness in the two sectors may negatively affect organizational usage of internal
communications conducive to organizational performance. Red tape and constraints may hinder
the efforts of public agencies to align their communications and performance by shaping
organizational culture. The literature has found that rules and procedures have a negative impact
on results-oriented culture and performance and communication has no positive effect on
performance in rule-oriented cultures (Garnett et al., 2008; Verbeeten & Speklé, 2015).
While the existence of publicness is inevitable in both public and nonprofit sectors, other
organizational factors can minimize the negative impacts on performance. Public organizations
have reformed HR management over the last three decades to enhance organizational
productivity and overall performance (Battaglio & Condrey, 2007). This movement underscores
flexibility in human resource management which involves government agencies adopting at-will
employment, contracting out, and privatization (Battaglio, 2009; Battaglio & French, 2016).
Battaglio and French (2016) suggest that at-will employment may enhance employee attitudes
and that increasing flexibility in HR practices may improve performance by shaping
organizational climate. Considering the current rigid HR system, exemplified by rank-in-person
systems in Korea’s public sector (S. Kim, 2009), flexible HR practices are innovative and worthy
of consideration.
Efforts to enhance performance inevitably entail internal communication with employees.
Thus, communicating clear goals with employees leads them to focus more on their own
individual performance. Aligning organizational goals with individual goals can be achieved by
effective internal communication. The research also suggests that using communication as a way
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to foster goal clarity can improve performance (Pandey & Garnett, 2006; Pandey & Wright,
2006). Moreover, it is noteworthy that building a relevant IT system for communicating
organizational strategies and performance can be critical (Hackler & Saxton, 2007).
Needless to say, this paper has limitations. First, our dataset has limited information.
Despite the importance of the level of red tape and constraints, we do not have such variables in
the data set. Moreover, the extent of flexibility in HR practice is not measured either. Further
exploration with such information is needed. Second, this study simply compares the three
sectors and does not distinguish specific subfields. Given the fact that each subfield may have
specific characteristics, the results would be more accurate if this study could incorporate them.
Third, although this study examines nine types of organizational communication media, we do
not have every communication type. For example, video conferences utilizing Skype, which
have been increasingly adopted by many organizations in the era of globalization, were not
included. International nonprofit organizations in particular often use this type of communication
channel. Thus, we would have been able to capture more meaningful results with more external
validity if we had included other types of communication media.
We conclude by noting the practical implications of this paper for public and nonprofit
service performance. Although communication is indispensable for successfully managing
human resources, HR managers in the public and nonprofit sectors seemingly do not fully
understand how to use communication for organizational performance. Leaders in both sectors
still perceive the role of HR departments as that of a mere supporter, not a proactive initiator.
Additionally, organizations often suffer from a lack of professional knowledge among their HR
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managers such that they are not able to manage human capital and related information (Pynes,
2008).
Therefore, first, top leaders should understand the mechanisms governing the
relationships between SHRM, communication, and performance. Doing so would allow them to
effectively invest in their HR managers’ capabilities and in HR systems thereby better aligning
HR practices and policies with organizational strategies. Second, top management and HR
departments should establish communication strategies for the purpose of improving
organizational performance. Employees will not understand what HR departments do if they are
not informed. Last, when HR managers communicate they should emphasize the support of
organizational strategies and the importance of partnerships between HR departments and frontline departments. Such activities show that HR departments support employees, thereby helping
them establish trust, induce positive employee attitudes, and eventually enhance overall
organizational performance.
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4.1

Abstract
Nonprofit organizations should communicate with their communities and key

stakeholders for financial and non-financial support. However, it is questionable whether
administrative spending on the operation of communication channels is legitimate and that
communication influences an organization’s financial performance. To investigate these
questions analysis is conducted on museum communication channels, including social media and
various financial indicators. This study finds that the number of Facebook engagements is
positively associated with revenue diversification and equity ratio. Furthermore, this paper also
finds that the number of communication channels and the number of Facebook engagements is
not associated with administrative cost ratio. These results indicate that social media engagement
with communities by nonprofit organizations may improve long term financial performance
without critically burdensome administration costs.
4.2

Introduction
Financial performance is essential for the survival and sustainability of nonprofit

organizations. In order to gain financial resources and support with which to continue service
delivery, nonprofit organizations must satisfy different demands from various types of
stakeholders (Keating & Frumkin, 2003; Pfeffer & Salancik, 1978). Nonprofits satisfy these
demands by establishing communication strategies that build trust with interested parties and
retain dedicated donors (Kent & Taylor, 1998). In other words, effective communication
improves the financial health of a nonprofit organization by keeping its financial support stable.
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For these reasons, nonprofit organizations must establish and implement communication
strategies.
However, organizational communication also incurs an administrative cost.
Organizations spend on the hiring of professionals or training staff to manage communication
strategies. In particular, newly developed communication channels such as social media demand
specific skills and knowledge that may command a higher salary than other types of jobs.
Research has found that one of the biggest barriers to social media adoption in the nonprofit
sector is a lack of human resources (Briones, Kuch, Liu, & Jin, 2011). Considering that
communities prefer to see nonprofit organizations spend donations on services and not on
administration, nonprofit organizations may be reluctant to fully develop communication
strategies (Sloan & Grizzle, 2014).
Thus, by examining organizational communication and its impacts on financial health,
current study improves our understanding of how communication benefits the nonprofit sector.
In fact, the effects of organizational communication with communities, including through social
media, on financial performance have not as of yet been uncovered. Recent studies on social
media in nonprofit organizations has generally focused on the differences in utilization between
organization types (Maxwell & Carboni, 2016), organizational communication characteristics
(Guo & Saxton, 2017), and the relationship between funding resources and the levels of social
media engagement (Clark, Maxwell, & Anestaki, 2016; McCaskill & Harrington, 2017).
Furthermore, this paper offers practical insights that should inspire confidence in practitioners
when they expend resources on the operation of communication channels. These are particularly
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timely questions as the pressure to communicate with stakeholders through online technology
has been increasing (Pope, Isely, & Asamoa-Tutu, 2009).
To fill the theoretical and practical gap, this study investigates the effects of traditional
and social media communication usage on the financial performance of nonprofits by using
multiple financial ratios. The results indicate that Facebook engagement has a positive
relationship with long-term financial stability and capacity. The rest of the article is organized as
follows. The literature review provides the theoretical background including dialogic
communication theory and various types of financial indicators. Methodology and the findings
then follow, with the last section discussing results as well as theoretical and practical
implications.
4.3

Literature Review
Organizations must build good relationships with stakeholders for reasons of legitimacy

and profit. Communication is one of the best means that organizations have to achieve such good
relationships (Berman, Wicks, Kotha, & Jones, 1999; Cornelissen, 2008; Garbarino & Johnson,
1999). Communication delivers an organization’s mission and generates the mutual values
between the two parties by which stakeholders understand the organizations and support them.
By doing so, stakeholders feel a connectedness with the organizations (Lindberg-Repo &
Grönroos, 2004). A positive relationship between an organization and its stakeholders is
conducive to an affective commitment and psychological attachment among stakeholders which
in turn induces positive attitudes and proactive engagement (Arnett, German, & Hunt, 2003;
Garbarino & Johnson, 1999). For example, when donors are psychologically attached to an
organization, they are more likely to continue donating over their lifetime (Bennett, 2006).
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Pope and colleagues (Pope et al., 2009) point out that nonprofits have three main
stakeholder groups: clients, volunteers, and donors. These three types of stakeholders may have
different interests. For example, clients may want benefits from services while volunteers may
seek experiences. For their part, donors may desire to see effective usage of their funding
(Keating & Frumkin, 2003). These stakeholders are part of communities, and their type can shift
or encompass more than one of the three types described above. Individual people in a
community typically initially encounter nonprofit organizations through one of many diverse
communication channels, such as an organization’s website, phone calls, or social media.
Consequently, people in a community may gain their first impression of a nonprofit from one of
these channels, make a connection, and then maintain a relationship with the nonprofit. For these
reasons, communication with communities requires significant caution.
4.3.1 Dialogic Communication Through Social Media
Organizations must use a mixture of stakeholder communication strategies due to the
different interests of stakeholders (Cornelissen, 2008). Information is provided using different
types of one-way media such as press releases, newsletters, and reports (Cornelissen, 2008). This
informational strategy promotes stakeholder awareness but lacks feedback. On the other hand, a
dialogue strategy emphasizing two-way engagements can lead to mutual understanding between
an organization and its interested parties (Cornelissen, 2008). Scholars have long agreed that
two-way communication is the most desirable form of communication between organizations
and the public (Kent & Taylor, 1998). Kent and Taylor (1998) argue that “dialogic
communication will contribute to the development of true organization-to-public discourse” (p.
323). The public relations literature posits that the advantages of dialogic communication are
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mutual recognition and true openness between the two principles (Kent & Taylor, 2002). In this
sense, dialogic communication can be more ethical than other types of communication.
Unlike the aforementioned monologic communication, dialogic communication has
unique contrasting features. Kent and Taylor (2002) proposed five principles: (1) mutuality
(mutual recognition between organizations and publics); (2) propinquity (immediate and
temporal engagement); (3) empathy (supportive climate); (4) risk (potential risks of
unanticipated outcomes); and (5) commitment (commitment to conversation and interpretation)
(p.24-25). Social media readily satisfies these dialogic communication features. The research
argues that communication via social media induces community member participation through
proactive engagement (Reddick & Aikins, 2012). Other channels, such as phone, e-mail, and enewsletter, may not be able to deliver the same effect. For example, communication with the
public through an e-newsletter is only one-way.
The characteristics of dialogic communication discussed above require attentive
communication strategies from organizations because while social media interactions may be
casual their impact is critical. Social media is open to communities, which means that all content
and comments are instantly accessible to everyone. Any ill-considered reaction to social media
users may result in dire consequences. Research has found that a nonprofit is more likely to earn
a negative reputation if it exhibits irresponsibility and dishonesty (Heller, 2008). Reputational
damage is then compounded by stakeholders with a negative impression spreading their
perceptions to others through word of mouth (Arnett et al., 2003). Social media communication
may fail in this way when an organization does not proactively engage in dialogue or when an
organization’s responses are not handled properly (Bortree & Seltzer, 2009; Guo & Saxton,
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2017). Given that the productive usage of communication channels is determined by the extent to
which communication channels are utilized based on dialogic communication principles, the
mere operation of channels is therefore insufficient to ensure benefit (Waters, Burnett, Lamm, &
Lucas, 2009). Indeed, dialogic communication is both a process and a product rather than just a
tool (Kent & Taylor, 1998, 2002).
4.3.2 Museum Communication with Communities
Museums serve communities by providing intellectual and artistic exhibitions. Some
museums require an admission fee, but many of them also benefit the public with free
exhibitions and special events. Due to such interactions, museums well know the importance of
communication with communities and, in turn, operate different types of communication
channels. An official website is a common such type of communication channel. Museum
websites normally contain basic information about themselves regarding exhibitions, contact
information, membership, contribution, and visitor information. Some museums provide detailed
information about themselves regarding their governance, annual reports, and financial reports.
Phone, e-mail, and e-newsletters are commonly used to reach representatives of museums.
Social media represents another type of communication channel that museums operate.
Through social media, museums utilize dialogic communication with various stakeholders,
including community members (Bortree & Seltzer, 2009; Lindberg-Repo & Grönroos, 2004).
Museums can thus share pictures of art and other information, provide information about events
or campaigns, and even listen to communities for advice on how to improve services. Running
all these communication channels requires both a relatively high quantity and quality of human
capital resources. Specifically, dialogic communication channels need much more attention than
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other types of channels due to the direct engagement between the two parties. For example,
social media staff may respond to stakeholder actions including their comments, questions, and
messages.
4.4

Hypotheses: Communication and Financial Performance
Nonprofits must be accountable to their stakeholders, including their donors, clients,

governments, and communities. For example, nonprofits should disclose financial information to
stakeholders (Keating & Frumkin, 2003) and must file 990-EZ or 990 forms to the IRS annually
when their gross receipts are over $50,000 (Internal Revenue Service, 2016). Stakeholder
demands must be satisfied because stakeholders make decisions about many types support and
participation, such as financial supports, that are critical to the functioning of nonprofits (Keating
& Frumkin, 2003).
Nonprofit organizations compete with other organizations due to the scarcity of
resources. Financial resources are neither stable nor sufficient, especially in economically
volatile environments which threaten the financial stability of nonprofits (Pfeffer & Salancik,
1978). For example, government grants and for-profit sector supports severely declined in the
2008-10 economic downturn, resulting in financial difficulties for the nonprofit sector
(Calabrese, 2013). In such difficult economic conditions, the competition among nonprofit
organizations tends to be intense as the criteria used by donors to choose which organizations to
fund may become strict. Organizations tend to consider stakeholder needs more when they
perceive that the stakeholder concerns influence their financial performance (Berman et al.,
1999). Therefore, nonprofit managers exert different strategies depending on their donors’
demands and organizational performance (Ashley & Faulk, 2010; Berman et al., 1999).
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Addressing stakeholder concerns is especially critical to nonprofit organizations since
most of them are funded, at least in part, by donations. Nonprofits are more likely to gain more
support and resources when they have a positive reputation (Heller, 2008). To attract and
respond to donor demands, nonprofits operate communication channels. However, managing
several communication channels might be burdensome to nonprofit organizations, especially
given the pressures to lower administrative cost and enhance efficiency. For these reasons, this
study investigates the effects of communication on the financial performance of nonprofits using
various financial indicators.
4.4.1 Revenue Diversification and Long-term Capacity and Sustainability
The concept of revenue diversification stems from Markowitz’s (1952) modern portfolio
theory. In his research paper, Markowitz argues that in order to maximize expected returns and
minimize variance, having diversification is essential to investors (Markowitz, 1952).
Diversification refers not only to the number of investments but also to the heterogeneity among
those investments. While portfolio theory views diversification from the investor’s perspective, it
was adopted by the nonprofit sector as a measure of an organization’s stability and longevity
(Carroll & Stater, 2009; Chang & Tuckman, 1994).
Chang and Tuckman (1991) posit that “revenue diversification is assumed to make a
nonprofit less vulnerable” (p. 660). They suggest that if organizations diversify their revenue
sources they can better absorb a negative impact from fluctuations in contributions, as shortfalls
in one revenue source are more likely then to be offset by increases in other revenue sources.
Carroll and Stater (2009) also conclude that when organizations diversify their revenue streams,
they can reduce financial volatility and improve stability. In other words, if organizations heavily
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rely on only a few sources they are more likely to become unstable and vulnerable to changes in
revenue from one or more of their revenue sources due to their heavy dependency of those few
sources (Carroll & Stater, 2009).
However, revenue diversification is not always an absolute indicator of a nonprofit’s
financial stability. When organizations have steady funding from governments or private firms,
the organization’s financial status may then be stable even if they rely heavily on only a few
sources (Chang & Tuckman, 1994; Grønbjerg, 1991). It may allow the organization easily
calculate their future revenue (Kingma, 1993). In addition, having a few revenue resources may
require less complex managerial skills that could decrease overhead costs (Carroll & Stater,
2009). Nevertheless, researchers commonly agree that revenue diversification is essential for the
sustainability and predictability of nonprofit organizations.
Given that financial stability is more important than making profits in the nonprofit
sector, efforts at resource diversification are worth pursuing in spite of the burdens of complex
financial management (Carroll & Stater, 2009; Pfeffer & Salancik, 1978). Diverse
communication gives more opportunities for organizations to make connections with different
types of stakeholders so that they may anticipate more revenue streams. Communication
channels open to the public are especially essential to nonprofit organizations which do not have
specific target markets or funders to approach for donations. Research has shown that many
nonprofit organizations have difficulty identifying their target markets (Pope et al., 2009). Thus,
these communication channels may act as an initial gateway through which to initiate contact
with valuable benefactors.
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Bowman (2011) defines management’s long-term objective as “maintaining or expanding
services” (p. 40) and uses Equity Ratio (ER) and Return on Assets (ROA) to measure long-term
financial capacity and sustainability respectively. An ER value closer to 1.0 indicates that an
organization has fewer debts. A negative value is also possible if an organization’s financial debt
is greater than its assets (Bowman, 2011). The recommended level of ROA is at least 3.4 percent
(the inflation rate from 1920 to 2006). A small ROA indicates long-term financial risk for an
organization. While the impact of such low values may not be significant over a short period,
nonprofit organizations must consider the long-term implications of such metrics on their
survival. Nonprofit organizations maintaining a good relationship with stakeholders tend to enjoy
long-term capacity and sustainability. It is from this reasoning that the following hypothesis is
derived:
Hypothesis 1a: The number of communication channels will be positively associated with
long-term financial performance.
Hypothesis 1b: The number of social media engagements will be positively associated
with long-term financial performance.
4.4.2 Short-term Financial Efficiency
The literature commonly agrees that “higher programmatic spending is beneficial” (Sloan
& Grizzle, 2014, p. 45) which means that communities expect lower administration spending.
Overhead ratio is an important factor determining donor funding decisions (Bowman, 2006).
Although the general preference is for higher programmatic spending with lower administrative
costs, it is still debatable that lowering administrative cost is conducive to the long-term survival
and fulfillment of missions without substantive expenditures on personnel (Carroll & Stater,
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2009; Sloan & Grizzle, 2014). Indeed, nonprofit organizations prioritize efforts to reduce their
overhead costs, but the operation of communication channels may increase administrative
expenses. A certain amount of staff is needed to answer phone calls, respond to e-mails, and
manage social media.
On the other hand, effective communication may help reduce fundraising costs. Without
spending a lot of money, nonprofits can promote programs, campaigns, and fundraising events.
Social media in particular enables organizations to build direct communication with communities
regardless of time and place (Clark et al., 2016). Moreover, a variety of crowdfunding platforms
provide diverse fundraising opportunities to nonprofits (Saxton & Wang, 2014). Therefore, we
expect that running more communication channels will result in more administrative costs but
also less fundraising costs.
Hypothesis 2a: The number of communication channels will be negatively associated
with short-term financial efficiency.
Hypothesis 2b: The number of social media engagements will be negatively associated
with short-term financial efficiency.
Hypothesis 3a: The number of communication channels will be negatively associated
with fundraising costs.
Hypothesis 3b: The number of social media engagements will be negatively associated
with fundraising costs.
4.4.3 Donations
Organizations can enhance visibility to the public by utilizing communication with their
community. Effective communication develops and nurtures the relationship with a community,
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eventually leading them to become long-term donors (Bennett, 2006). Research finds that the
extent of social media engagement with stakeholders is positively associated with the level of
dependence on public donations (Clark et al., 2016; McCaskill & Harrington, 2017). Therefore,
we expect that nonprofit organizations will have a higher donations ratio when they
communicate more with communities.
Hypothesis 4a: The number of communication channels will be positively associated with
donations ratio.
Hypothesis 4b: The number of social media engagements will be positively associated
with donations ratio.
4.5

Data and Method

4.5.1 Sample and Data Collection
Multiple sources were used to collect nonprofit museum data. Financial data for the 2013
fiscal year were obtained from the National Center for Charitable Statistics (NCCS) – GuideStar
National Nonprofit Research Database. Only museums in the U.S. with over 10 million dollars in
total assets were selected. The initial nationwide sample size of nonprofit museums was 549. The
NTEE codes of these museums are mainly one of A50 (Museum & Museum Activities), A51
(Art Museums), A52 (Children’s Museums), A54 (History Museums), A56 (Natural History,
Natural Science Museums), or A57 (Science & Technology Museums).
External communication information was collected mainly from official websites and
their social media pages. For this reason, museums which do not have their websites were
deleted from the sample. As a result, the final sample size was 504 museums, down from the
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initial 549. To collect information on communication channels, such as phone, e-mail, and enewsletter, from the official websites in the 2013 fiscal year, we used the Internet Archive’s
Wayback Machine and determined whether each organization was using such channels (Saxton
& Wang, 2014).
To account for official social media profiles on platforms such as Facebook, Twitter,
Instagram, Youtube, Flickr, and Google Plus, we first identified each nonprofit’s profile account
through a review of its website and Google search interfaces, and then determined whether each
organization was operating the social media channel during the 2013 fiscal year. For Facebook
engagement, we downloaded all pertinent Facebook posts and counted the number of likes,
comments, and shares during the fiscal year via the Facebook application programming interface
(API) using customized R code written specifically for this research.
4.5.2 Dependent Variables
This study employs six financial indicators as dependent variables to examine each
museum’s financial performance. Revenue diversification was measured in equation (1) as done
in Yan at al. (2009) and Calabrese (2013). Yan et al. (2009) define four types of revenue sources:
donations, government grants, program revenue, and investment income. As a result, revenue
diversification for each museum was calculated as below.
(1) Revenue Diversification (RD) =

1− ∑4𝑖=1 𝑅𝑖2
0.75

(𝑅𝑖 = proportion of nonprofit revenue generated by each of the four revenue sources;
government grants, donations, program revenue, and investment income)
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Equity Ratio (ER) and Return on Assets (ROA) were used to measure long-term financial
capacity and sustainability and calculated as follows (Bowman, 2011).
(2) Equity Ratio (ER) = (Total Assets – Total Liabilities)/Total Assets
= Net Assets/Total Assets
(3) Return On Asset (ROA) = (Total Revenue – Total Expenses) / Total Assets
Each museum’s financial efficiency was measured by the administrative cost ratio and
fundraising cost ratio (Carroll & Stater, 2009).
(4) Administrative Cost Ratio = Total Administrative Expenses / Total Expenses
(5) Fundraising Cost Ratio = Total Fundraising Expenses / Total Expenses
Lastly, donations ratio was calculated as in Calabrese (2013).
(6) Donations Ratio = (Public Donations + Special Events) / Total Revenue
4.5.3 Independent Variables
Two measures of the number of communication channels and the number of Facebook
engagements are used as independent variables. Since all museums in the sample have their own
websites, said websites were not used in the calculation of the number of communication
channels used by institutions. The first independent variable is the number of traditional types of
communication channels that a given institution utilized, such as phone, e-mail, and e-newsletter.
332 museums were operating all three types of these communication channels in the 2013 fiscal
year (Table 4.1. approximately two-thirds of the sample). The second independent variable is the
number of social media channels utilized, including Facebook, Twitter, Instagram, Youtube,
Flickr, and Google Plus. This number was tabulated from museum websites and museum social
media pages. Among the six social media channels, Facebook was the most popular (441
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museums) while Twitter was the next most popular (410 museums). Lastly, the total number of
Facebook engagements during the fiscal year, including likes, comments, and shares, is used as
the third independent variable. While 53 museums had no engagement, 28 museums had more
than a hundred thousand engagements. Due to its severely right skewed distribution, the natural
logarithm of the variable was used.
4.5.4 Control Variables
In order to control for organization size this paper uses the natural logarithm of total
assets, as established in the literature (Calabrese, 2013; Clark et al., 2016; Yan et al., 2009).
Large organizations are expected to have more access to capital markets and be more likely to
adopt web-based practices than small size organizations (Saxton & Guo, 2011; Yan et al., 2009).
Metropolitan is a dummy variable derived from the 2010 US Census Bureau, indicating whether
a museum is located in a metropolitan area. Organization age was calculated by subtracting an
organization’s ruling year (the year that the IRS granted 501(c)(3) status) from 2013. Report was
collected from museum websites, indicating whether a museum discloses an annual report or
financial report on its website. As Saxton and Guo (2011) argue, web-based technologies allow
organizations to disclose their performance. Number of Facebook feeds and donations ratio were
also used as control variables.
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Table 4.1. Communication Channels

Number of
channels
0
1
2
3
4
5
6
7
8
9
Total

Non-social media channels
Cum.
Freq.
Percent
Percent
1
0.2
0.2
17
3.37
3.57
154
30.56
34.13
332
65.87
100

504

100

Social media channels
Freq.

Percent

44
49
127
150
101
30
3

8.73
9.72
25.2
29.76
20.04
5.95
0.6

504

100
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Total channels
Cum.
Percent
8.73
18.45
43.65
73.41
93.45
99.4
100

Freq.

Percent

1
6
21
41
77
115
137
81
22
3
504

0.2
1.19
4.17
8.13
15.28
22.82
27.18
16.07
4.37
0.6
100

Cum.
Percent
0.2
1.39
5.56
13.69
28.97
51.79
78.97
95.04
99.4
100

4.6

Findings
Table 4.2 reports descriptions of the variables. The mean value of revenue diversification

(RD) is .60, which is greater than the .30 found by Carroll and Stater (2009). The value of
revenue diversification is closer to 1.0 when an organization diversifies its revenue sources
(Carroll & Stater, 2009). The mean value of equity ratio (ER) is .80, and the median value is .92
which is also greater than the ER found by Bowman (2011). The mean value of return on asset
(ROA) is 3.5 percent which is higher than the recommended 3.4 percent, but the median value
of .8 is relatively low. Furthermore, the mean value of 18 percent administrative cost ratio is
lower than the 46 percent found by Carroll and Stater (2009).
These results from the descriptive analysis show that the financial status of the sample
museums seems better than that of ordinary nonprofits (Bowman, 2011). This can be explained
in two ways. First, the museums in the sample have over 10 million dollars in total assets
implying that they are more financially stable than other nonprofits whose total assets are less
than 10 million dollars. Second, museums might be more financially stable than other types of
nonprofits because they enjoy a stable income, such as from admission fees for exhibitions for
instance. The results show that donations comprise 50 percent of revenue whilst government
grants comprise only 7 percent. This also indicates that the museums in the sample are less likely
to rely on government funding sources. Furthermore, 72 percent of museums are located in a
metropolitan area, and 36 percent of them disclose annual reports or financial reports on their
websites.
Collinearity diagnostic results confirm that there is no multi-collinearity issue among the
regressors. Regression results in Table 4.3 show that the number of non-social media channels
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has a marginally positive relationship with Revenue Diversification (RD), but it has no such
relationship with Equity Ratio (ER) and Return on Assets (ROA). Also, the number of social
media channels has no significant relationship with RD, ER, and ROA. However, the results
show that the number of Facebook engagements has a significantly positive relationship with RD
and ER. These results confirm the hypotheses. Table 4.4 reports that the number of non-social
media channels and the number of social media channels have no significant relationship with
administrative cost ratio, fundraising cost ratio, and donations ratio. Likewise, the number of
Facebook engagements has no significant relationship with these ratios.
Among the control variables, the number of Facebook feeds is positively associated with
RD and donations ratio. Organization size has a negative relationship with long-term financial
performance but shows positive relationship with short-term efficiency. The location of the
museums also has a negative correlation with administrative cost ratio. Organization age is
positively associated with RD and ER. Lastly, organizational report disclosure is positively
associated with donations ratio.
4.7

Discussion and Conclusion
This study examines the extent to which organizations utilize communication channels to

engage with communities and the impacts of communications on nonprofit museum financial
performance. Although nonprofits are under pressure to reduce administrative costs and increase
program expenses, they also have to communicate with communities for financial and nonfinancial support (Berman et al., 1999; Cornelissen, 2008; Sloan & Grizzle, 2014; Waddock &
Boyle, 1995). When organizations utilize proper communication, community members
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Table 4.2. Descriptive Statistics

Revenue Diversification (RD)
Equity Ratio (ER)
Return on Asset (ROA)
Administrative Cost Ratio
Fundraising Cost Ratio
Donations Ratio
Number of non-social media channels
Number of social media channels
Number of Facebook engagement
Likes
Comments
Shares
Number of Facebook feeds
Organization Size (Total assets in million)
Metropolitan
Organization age
Report

Obs

Mean

Std. Dev.

493
504
504
504
504
493
504
504

0.60
0.80
0.035
0.18
0.08
0.50
2.62
2.63

0.27
0.30
0.12
0.15
0.07
0.27
0.56
1.34

0.46
0.77
-0.02
0.10
0.03
0.32
2
2

Percentiles
50th
(median)
0.68
0.92
0.007
0.15
0.07
0.52
3
3

504
504
504
504
504
504
504
504

23694.4
1064.8
6252.26
360.4
101.3
0.72
39.40
0.36

107737.8
2887
36274.1
311.6
300.9
0.45
23.90
0.48

1294
92
285.5
146.5
16.2
19

112

25th

Min

Max

0.80
0.98
0.05
0.22
0.11
0.69
3
4

0.00
-0.49
-0.60
0.00
0.00
0.00
0
0

0.99
1.00
0.72
1.00
0.90
1.00
3
6

4263.5
314.5
1022.5
297
27.7

13205.5
815
2720
497
70.5

35

60

0
0
0
0
10.0
0
0
0

1880694
40523
569702
2040
4046.3
1
92
1

75th

Table 4.3. Regression results: RD, ER, and ROA

Number of non-social
media channels (ln)
Number of social
media channels
Number of Facebook
engagement (ln)

RD (Revenue Diversification)
Model 1
Model 2
(b/se)
(b/se)
0.1235*
0.0812
(0.0542)
(0.0553)

ER (Equity Ratio)
Model 1
Model 2
(b/se)
(b/se)
0.0457
0.0103
(0.0694)
(0.0615)

ROA (Return on Assets)
Model 1
Model 2
(b/se)
(b/se)
-0.0178
-0.0106
(0.0223)
(0.0236)

0.0088
(0.0118)

0.0057
(0.0121)

0.0034
(0.0122)

0.0071
(0.0105)

0.0092+
(0.0055)

0.0092
(0.0064)

0.0358***
(0.0078)

0.0175+
(0.0100)

0.0354***
(0.0105)

0.0295**
(0.0101)

-0.0074*
(0.0029)

-0.0051
(0.0041)

Number of Facebook
feeds (ln)

0.0595**
(0.0193)

0.0131
(0.0201)

-0.0126
(0.0104)

Organization size (ln)

-0.0341**
(0.0121)

-0.0517***
(0.0123)

0.0111+
(0.0063)

-0.0048
(0.0266)

-0.0311
(0.0264)

-0.0036
(0.0116)

0.0028***
(0.0005)

0.0025***
(0.0005)

-0.0005*
(0.0002)

0.0263
(0.0219)

0.0117
(0.0218)

-0.0016
(0.0106)

-0.1832**
(0.0659)

0.3531***
(0.0621)

0.0558+
(0.0291)

Metropolitan
Organization age
Report
Donations ratio
_cons
N
R2

0.1514+
(0.0822)
444
0.0893

0.5942**
(0.2050)
444
0.2125

0.4468***
(0.1116)
451
0.0571

Note: + p<0.10, * p<0.05, ** p<0.01, *** p<0.001
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1.1017***
(0.2075)
444
0.2381

0.0843**
(0.0316)
451
0.0161

-0.0700
(0.1018)
444
0.0583

Table 4.4. Regression results: Administrative Cost Ratio, Fundraising Cost Ratio, and Donation Ratio

Number of non-social
media channels (ln)

Administrative Cost Ratio
Model 1
Model 2
(b/se)
(b/se)
0.0276
0.0340
(0.0258)
(0.0266)

Fundraising Cost Ratio
Model 1
Model 2
(b/se)
(b/se)
0.0173
0.0167
(0.0124)
(0.0109)

Donations Ratio
Model 1
Model 2
(b/se)
(b/se)
-0.0168
-0.0345
(0.0584)
(0.0586)

Number of social media
channels

-0.0053
(0.0065)

0.0001
(0.0068)

0.0040
(0.0026)

0.0034
(0.0025)

0.0055
(0.0118)

-0.0027
(0.0120)

Number of Facebook
engagement (ln)

0.0021
(0.0043)

0.0035
(0.0055)

-0.0013
(0.0021)

-0.0039+
(0.0023)

0.0007
(0.0091)

-0.0155
(0.0113)

Number of Facebook
feeds (ln)

0.0066
(0.0117)

0.0079+
(0.0046)

0.0485*
(0.0210)

Organization size (ln)

-0.0207***
(0.0054)

-0.0051*
(0.0023)

-0.0099
(0.0136)

Metropolitan

-0.0442**
(0.0169)

0.0004
(0.0063)

0.0382
(0.0279)

Organization age

-0.0002
(0.0003)

0.0000
(0.0001)

-0.0005
(0.0005)

Report

-0.0106
(0.0130)

0.0000
(0.0056)

0.0633**
(0.0242)

Donations ratio

0.0716*
(0.0355)

0.1063***
(0.0138)

_cons
N
R2

0.1489***
(0.0427)
451
0.0038

0.4470***
(0.1001)
444
0.0772

0.0642***
(0.0193)
451
0.0080

Note: + p<0.10, * p<0.05, ** p<0.01, *** p<0.001
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0.0799*
(0.0406)
444
0.2157

0.4961***
(0.0975)
444
0.0008

0.5476*
(0.2174)
444
0.0397

show trust and commitment to the organizations. In particular, a positive relationship with
communities becomes critical when resources are scarce because community members are more
likely to remain as supporters (Waddock & Boyle, 1995).
Overall, the results show that community Facebook engagement has a positive
relationship with Revenue Diversification (RD) and Equity Ratio (ER) while the number of
traditional communication channels utilized and the number of social media channels utilized are
not associated with Revenue Diversification (RD) and Equity Ratio (ER). These findings imply
that the degree of dialogic communication utilized is more important to organizational financial
performance than merely operating communication channels. Dialogic communication helps
nonprofits cultivate effective relationships with community members. As a result, they are more
likely to achieve financial stability and capacity in the long-run.
In addition, the findings report that the number of communication channels and the
number of Facebook engagements does not influence Administrative Cost Ratio, indicating that
increasing the number of communication channels and social media engagement does not
increase overhead costs proportionately. These results can be explained in two ways. It is quite
possible that communication strategies were applied uniformly to all communication channels
and that the same contents used in one channel were used in other channels. For instance, one
visual image can appear on an organization’s website, Facebook, and Instagram simultaneously.
Another possibility, it may be that nonprofits save money using volunteers. Research shows that
nonprofits often use volunteers to manage their social media channels (Briones et al., 2011).
These findings provide practical implications to nonprofit practitioners. The meaningful
insights from these results should help nonprofit practitioners confidently invest in their
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communications strategies and the corresponding capabilities and skills. Nonprofits struggle to
even identify their target communities and lack of resources and capacity is behind these
problems (Pope et al., 2009). Some particular communication channels and new technologies
require certain skill sets, but many nonprofit organizations do not possess these types of
capabilities (Pope et al., 2009). Chikoto and Neely (2014) argue that “nonprofit organizations
may not be able to grow their financial capacity without making some investment in
administrative capacity” (p. 581). Mirvis and Hackett (1983) also suggest that developing the
manager capacity through training is pivotal to enhancing organizational efficiency.
However, the results also leave further questions. What types of external communication
channels are the most efficient for the nonprofit organizations when comparing the benefits and
costs? What is the appropriate amount of investment into new communication technologies and
capacity building? It is hard to make a decision for practitioners regarding just how many
communication channels is ideal and how much should be spent operating them. Investments in
new communication technologies inherently entail expending greater resources and it is thus
nearly impossible to invest in the new technologies without the commitment of top management
(Fernandez & Rainey, 2006). The implication is that nonprofit leaders need confidence in their
communications strategy to justify spending administrative resources on the development and
operation of communication channels.
In addition, nonprofit scholars and practitioners should perceive organizational
communication as a part of marketing activities, specifically a part of marketing activities in
which communication operationalizes an organization’s goals and mission (Pope et al., 2009;
Waddock & Boyle, 1995). Unfortunately, the most pervasive perception of marketing among

116

scholars and practitioners is that marketing is the exclusive province of the field of business
management, exemplified by articles almost invariably using the terms ‘firms’, ‘markets,' or
‘business’ when explaining marketing concepts (Andreasen, 2012). Furthermore, nonprofit
practitioners often limit the scope of marketing to fundraising activities (Pope et al., 2009).
However, certain types of marketing strategy such as relationship marketing underscore the
importance of communication and relationships with stakeholders. Research has found that
relationship marketing is viable for nonprofit organizations since they pursue long-term social
changes (Arnett et al., 2003; Garbarino & Johnson, 1999). Grönroos (1994) also argues that
communication plays a critical role as a marketing tool in acquiring new clients and establishing
a positive relationship with stakeholders.
Despite the theoretical and practical implications, this study has limitations. First, this
study has only limited information about organizational communication channels. Because
information about museum communication channels was taken from museum websites, only
those communications open to the public were accounted for in this study’s analysis. There
might be other types of channels that the sampled organizations prefer to use. Furthermore, this
study simply counts the number of communication channels and does not identify the extent of
each channel’s usage. If the degree of usage were included in the data, then the results would be
more robust. Lastly, only museums with over 10 million dollars in total assets were selected. So,
the results cannot represent all the museums in the U.S. Later studies should consider these
limitations.
Communication is essential for an organization’s long-term success. However, nonprofits
do not seem to either perceive its importance or to fully utilize it (Pope et al., 2009). Previous
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research has found that nonprofit organizations underutilize web-based practices in their
interaction with stakeholders (Saxton & Guo, 2011). With these concerns in mind, nonprofit
practitioners should take into account that stakeholder commitment and trust are the focal points
in nurturing a relationship (Arnett et al., 2003; Grönroos, 1994). As a starting point for
cultivating a good relationship, nonprofits should provide multiple opportunities for
communication with their community members. For example, different contact points for
communication and diverse opportunities to engage with employees would increase stakeholder
participation, reciprocity, prestige, and satisfaction (Arnett et al., 2003). By building a good
relationship with communities, nonprofit organizations may obtain long-term stakeholders and
gain more financial and non-financial resources. Building a relationship may not be easy at first,
but the long-term impacts may be huge.
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CHAPTER 5
CONTRIBUTIONS AND IMPLICATIONS

The roles of organizational communication have long been studied, but most of the
research focuses on the for-profit sector and remains scant in the public and the nonprofit sector.
Scholars agree that we still know very little about the effects of communication on organizational
performance in the public and nonprofit sectors due, in part, to the ‘performance predicament’
(Garnett, Marlowe, & Pandey, 2008; Pandey & Garnett, 2006). Indeed, measuring the outcome
of communication is harder than measuring costs. To fill the gap in the literature, this
dissertation has examined the effects of internal and external communication on organizational
performance, investigated the different influences of internal communication across the public,
nonprofit, and for-profit sectors, and also examined the impact of external communication on
nonprofits’ financial performance.
Therefore, this dissertation makes significant contributions to the body of literature in
public and nonprofit management. The first and the second paper examine the different effects of
internal communication by comparing three sectors using five years of panel data from Korea.
Some of the major themes in the literature examine the effectiveness of internal communication
on productivity (Clampitt & Downs, 1993), job satisfaction and turnover intentions (Gregson,
1990), job commitment (Putti, Aryee, & Phua, 1990) and understanding organizational strategies
(Al-Ghamdi, Roy, & Ahmed, 2007). Previous literature has investigated the association of
internal communication with organizational innovation and service, but few studies have
examined the differences across the three sectors.
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The findings imply that nonprofit organizations utilize internal communication channels
for their organizational performance somewhat better than their public counterparts, but the
impacts are less than the for-profit firms. From the findings, I argue that the effects of internal
communication may be different due to the both sectoral and cultural distinctions. Considering
the Korean Confucian culture of hierarchical and top-down control in government and nonprofits
in Korea, rigid organizational culture may obstruct open and flexible communication for
organizational performance in these two sectors.
The results from the first study report that the public sector has no communication effect
on employee-driven innovation while having the highest average number of internal
communication channels. Furthermore, the findings from the second study show that there is no
mediating effect of communication in the public sector. Red tape and constraints may hinder the
efforts of public agencies to align their communications and performance by shaping
organizational culture.
In addition, results show that nonprofit organization behavior in Korea seems to be closer
to that of the public sector. The findings from the first and the second study show that internal
communication only marginally influences employee-driven innovation and there is no
mediating effect of communication on service performance in nonprofit organizations. It is
possible that Korean nonprofits are influenced by Confucian culture and government dependency.
The third study provides empirical evidence that community Facebook engagement is
positively associated with long-term financial performance such as Revenue Diversification (RD)
and Equity Ratio (ER), indicating that the degree of dialogic communication utilized is more
important to organizational financial performance than merely operating communication
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channels. From these findings, I argue that dialogic communication helps nonprofits cultivate
effective relationships with community members, and they are more likely to achieve financial
stability and capacity in the long-run.
The dissertation also has practical contributions to the public and nonprofit organizations.
For example, the results of the first study show the importance of communication between
employees and top management. Although the employees’ desire for the types of communication
may differ, the results indicate that the relationship between the employees and top management
is critical for employee-driven innovation. The second paper suggests that top leaders should
understand the mechanisms governing the relationships between SHRM, communication, and
performance, and appreciate the important roles of HR department. Indeed, HR department
should play as a proactive initiator for organizational strategy. The third paper provides
meaningful insights to nonprofit practitioners that they may confidently invest in their
communications strategies and the corresponding capabilities and skills.
Communication is a basic form of human interaction but at the same time it is essential
for an organization’s long-term success. Therefore, every organization, especially in the public
and the nonprofit sector, has to build communication strategies that are aligned with both internal
mission and goals and external environments.
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APPENDIX
SUPPLEMENTAL MATERIAL FOR CHAPTER 3

Survey Questions
Question

Answer

Dependent Variables
How is your product or service quality

1: Very low compared to industry average

compared to your industry average as of last

2:

year?

3:
4:
5: Very high compared to industry average

How is your product or service innovation

1: Very low compared to industry average

compared to your industry average as of last

2:

year?

3:
4:
5: Very high compared to industry average

Mediation Variables
Please select any of the following items that you are conducting for communication at your
workplace.
1) Meeting with an executive director

1: Yes, 0: No

2) Senior directors’ field trip

1: Yes, 0: No

3) Hotline

1: Yes, 0: No

4) Regular meeting within departments

1: Yes, 0: No

5) Employee survey

1: Yes, 0: No

6) Regular newsletter

1: Yes, 0: No

7) Bulletin board system (online/offline)

1: Yes, 0: No

8) Sharing information via e-mail

1: Yes, 0: No

9) Intranet system for sharing information

1: Yes, 0: No
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Independent Variables
Are HR issues closely related to the

1: Not at all

organizational strategy in your workplace?

2:
3:
4:
5: To a great extent

Does your HR manager make a significant

1: Not at all

contribution to the organizational strategy?

2:
3:
4:
5: To a great extent

Do other departments in your workplace see HR

1: Not at all

as an important partner and as an initiator in

2:

change?

3:
4:
5: To a great extent

Does HR management at your workplace

1: Not at all

support the achievement of the organizational

2:

strategy goals?

3:
4:
5: To a great extent
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