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Ⅰ. Introduction

Corporate social responsibility (CSR) has become a popular
business strategy to make corporations more competitive in the market
(Flammer, 2015). Many studies on CSR have ensued, leading to
refined

theories

and

practices. Meanwhile, CSR

in nonprofit

organizations (NPOs) has received little academic attention (Andreini,
Pedeliento, & Signori, 2014; Jegers, 2009; Weerawardena, McDonald,
and Mort, 2010). A common assumption is that serving a social
mission is the reason for being an NPO and, therefore, CSR is not
necessary (Vidal and Torres, 2005). While for-profits have often used
CSR as a public relations strategy, NPOs have generally not been
interested in marketing or making decisive efforts to attract consumers
because they believe that they already have strong ties with their
communities (Salamon, 2002).
However, adopting a social mission and non-monetary activities
does not necessarily make an NPO socially responsible (Andreini et
al., 2014). A number of corruption scandals at some of the
well-known NPOs have tarnished the image of the entire philanthropic
community (Bae, 2012; Fabiani and Daves, 2019). In addition, an
increasing number of scholars and experts claim that nonprofits should
do good beyond their missions and there is still room for improving
their internal management, employee well-being, diversity, and
sustainability (Tennille, 2018). The literature abounds with the
problems of internal management and performance deficits among
many NPOs (Drucker, 1980; Light, 2000; Tennille, 2018; Weisbrod,

 Are Socially Responsible Nonprofit Organizations Responsible to Themselves?

31

1998). Notably, the very strength of an NPO’s commitment to its
social mission may discount the importance of internal social
responsibility (SR), which is the responsibility to employees and
performance to provide good working conditions, employee relations,
and service quality that can affect organizational competitiveness
(Cornelius, Todres, Janjuha-Jivraj, Woods, and Wallace, 2008).1)
The internal problems of NPOs raise a perplexing question with
respect to their watchdog role that “…not only pressures private
companies to expand their social responsibility, but also work[s] with
them to this end” (Light, 2000, p. 9).2) Are these socially responsible
NPOs indeed responsible to their employees? Do they provide healthy
and safe working conditions to protect their workers? Do they deliver
quality services on a consistent basis with reasonable, if not sufficient,
financial capacity? It is illogical to try to do social good when an
organization has its own internal management problems, such as
maltreatment of its employees or a performance deficit. Thus, Preuss,
Haunschild, and Matten (2009) contend that NPOs have to “gain
internal legitimacy before being able to play an active role in CSR”
(p. 953).
Using longitudinal data, we examined whether socially responsible

1) This article uses the term SR instead of CSR to refer to the NPOs’ commitment
to socially responsible activities compared with those of for-profits.
2) Internal problems of private companies are prevalent. For example, while the
U.S. restaurant chain Hooters donated $200,000 for breast cancer research, it was
accused of employee injustices such as weight discrimination, and wage and
working hour class action lawsuits were filed by its employees (Brown & Forster,
2013). The now-defunct Enron Corp. had a good reputation for its SR activities
such as education of children with learning disabilities (Moon, 2002). U.S.-based
Hasbro Inc., a leading toy and board game company, today has a reputation of
helping low-income children, but that company was accused of hiring junior high
school students in a toy factory in China (Gomez & Verma, 2012).
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NPOs are indeed responsible to themselves. To do so, our literature
review focused on the relationship between internal and external SR
in NPOs and how to draw a fine line between them. We then
identified the dimensions of internal SR, encompassing workplace
diversity, employee relations, and service quality, followed by our four
research hypotheses on the relationship between NPOs’ commitments
to SR and each dimension of internal SR. The following section
introduces the data, measures, and statistical approach we used to
analyze the effects of SR commitment on internal SR. To conclude,
we discuss the results of the study with management implications.

Ⅱ. Literature Review

The topic of SR has long been separated from the nonprofit
literature

due

to

the

assumption

that

nonprofit

organizations

fundamentally exist to accomplish societal purposes and, accordingly,
commitment to SR is redundant and unnecessary (Waters and Ott,
2014). Recently, however, increasing attention has been paid to
nonprofit SR to strengthen ethical business practices and improve the
quality of philanthropic services. Financial scandals and unaccountable
behaviors committed by some of the well-known NPOs call for better
ethical initiatives (Bae, 2012; Fabiani and Daves, 2019). For example,
the Community Chest of Korea, the largest charity in Korea to collect
and allocate money to other NPOs, tarnished its reputation due to
fraud and financial mismanagement (Bae, 2012). This resembled the
United Way scandal in 1992 and the American Red Cross’s poorly
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earthquake

commercialization

and

diversification of services intensify the concern over ethical behaviors
of NPOs (Weisbrod, 1998).
However, accountability is not the only concern that urges
nonprofits’ SR. Complex and boundary-spanning public problems
drive all organizations, including NPOs, to take on a responsible share
of the social and economic burdens, as seen in international
organizations’ call for NPOs to be more socially responsible. For
example, the 2010 International Organization for Standardization (ISO)
26000 Guidance on Social Responsibility and the 2007 UN Global
Compact demand that NPOs as well as for-profits do more for the
needs of society (Business for Social Responsibility, 2014). The
international pressure to be socially responsible requires NPOs to
promote similar, if not the same, goodness within their internal
operations as they pursue social good (Robinson, 2017).
Nonetheless, a number of scholars have raised concerns about
nonprofits’ capacity to fulfill their social missions (Drucker, 1980;
Light, 2000; Salamon, 2002). Light (2000) pointed out that “[D]espite
two decades of phenomenal growth, the sector suffers from a general
impression that it is less efficient and more wasteful than its
government and private competitor[s]” (p.1). Although nonprofits
serve

as

legitimate

watchdogs

of

private

companies’

social

contributions, they have suffered from their own internal shortcomings
in management, such as below-market wages, lack of employee
benefits, high turnover, and unstable revenue streams. Therefore,
nonprofits

should

apply

SR

to

themselves

first

and

ensure

transparency, accountability, and financial health before they ask the
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same of their stakeholders (Arenas, Lozano, and Albareda, 2009, p.
186).
Welford (2003) clarified the difference between the internal and
external aspects of SR : The internal aspects focus on management
initiatives in the workplace, including non-discrimination, equal
opportunity, fair wages, vocational education, and the protection of
human rights, while the external aspects of SR include policies on
community engagements, protection of indigenous populations, and
corruption prevention. While benevolent behaviors for external
stakeholders have been the dominant stream of SR, much less
emphasis has been placed on internal SR (Andreini, et al., 2014;
Cornelius et al., 2008; Foote, 2001). Although the internal aspects of
SR are well-developed among leading private companies in Europe,
North America, and Asia (Welford, 2005), there are large gaps
between the internal and external aspects of SR in NPOs due to
ongoing internal management problems (Tennille, 2018).
Thus, scholars have increasingly called for nonprofits to have the
same commitment to internal SR as they do to external SR (Andreini
et al., 2014; Backhaus, Stone, and Heiner, 2002). Chapple and Moon
(2005) contended that although community involvement has been
considered the most dominant wave of SR, socially responsible
production processes and employee relations are two other important
forms of SR. Other scholars confirmed that employee relations,
product/service quality, and workplace diversity are as important as
community involvement and environmental protections (Greening
&Turban, 2000; Tsai and Yang, 2010). Internal SR also has the
practical application to attract talent, as many job seekers who wish
to join socially responsible organizations do care about employee
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relations, treatment of women and minorities, and service quality more
than community relations (Greening and Turban, 2000; Turban and
Greening, 1996).
This does not necessarily mean that internal and external SR should
be treated equally. Rather, it suggests that NPOs are not free from SR,
and their commitment to improving employee relations and service
quality strengthen management capacity to accomplish social missions,
which legitimizes NPOs as genuine watchdogs of the government and
private organizations. Internal and external SR are not in conflict but
are reciprocal, as the commitment to internal SR accelerates and
magnifies external SR. For example, the Ford Motor Company’s
extensive SR programs, such as revamping community irrigation
systems and education opportunities for rural dwellers, are strongly
tied to its early investment of its profits to raise salaries, reduce car
prices for both workers and consumers, and build new plants to hire
more workers.

1. Hypotheses
Our assumption was that NPOs making commitments to SR would
positively affect the internal aspects of SR as measured by workplace
diversity, employee relations, and perceived service quality, but its
impacts would be less visible than those of the private counterpart.
First, making commitments to SR would make organizations more
diversity-friendly. Such organizations tend to treat employees as one
group of many social stakeholders who have the right to make moral
claims in asking their organizations to do good for them (Brieger,
Anderer, Fröhlich, Bäro, and Meynhardt, 2019; Brusseau, 2011).
Examples of supporting workplace diversity abound in many private
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companies, such as Google and Patagonia, Inc. For example,
Patagonia, an outdoor clothing company known for its “Don’t buy this
jacket” ad to reduce unnecessary purchases of their products,
established a code of conduct that bans workplace discrimination,
abuse, and child and forced labor.
NPOs have also increasingly made commitments to workplace
diversity that promote equal treatment of volunteers and staff (Waters
and Ott, 2014). A strategic plan for SR and a code of ethics can be
written in a way to value diversity by the establishment of a written
diversity policy, hiring employees with disabilities, and giving
preferential
workplace

treatment
diversity

to
has

minorities.
direct

Making

implications

commitments
for

to

organizational

performance. Evidence suggests that firms that received U.S.
Department of Labor awards for exemplary affirmative action
programs gained a competitive advantage as diversity-friendly working
environments to attract talented job seekers (Wright, Ferris, Hiller, and
Kroll, 1995) and reinforced employees’ intentions to stay (Jones,
2010).

Hypothesis 1: Commitment to SR is positively associated with
workplace diversity in NPOs.
2. Employee relations
Employee relations refers to managing the relationships between
employers and employees using pay and benefits, employee protection
programs, and other working conditions such as grievance policies and
flexible work schedules. Gomez and Verma (2012) underscored that
“[E]mployee relations are [the] most visible aspects” of an
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organization’s effort for internal SR (p. 11), as they safeguard the
legitimate rights of employees (Lee, Lau, and Cheng, 2013, p. 1862).
Exploitation of employees and violations of their legitimate rights at
work are irresponsible behaviors that should be avoided while seeking
to do good for society (Lin-Hi, Horisch, and Blumberg, 2015). Such
irresponsible behaviors not only harm organizational legitimacy but
also increase the chances of losing high-quality network partners
(Sullivan, Haunschild, and Page, 2007).
In contrast, effective management of employee relations programs
can not only improve a corporation’s reputation but can also decrease
an organization’s transaction costs because of rising morale and
productivity with relatively low cost (Lee et al., 2013; Waddock and
Graves, 1997). Organizational identification theory showed us that an
improved corporate reputation due to SR commitments makes
employees identify themselves with such organizations, and have
greater pride in organizational membership (Jones, 2010). Social
exchange theory also posits that employees work harder for socially
responsible organizations that value internal SR because they feel
obliged to return the benefits they receive from such organizations
(Brieger et al., 2019). Although nonprofits lag behind in managing
employee relations, they are increasingly aware of the importance of
having workers who are heathy, safe, and self-confident—all critical to
accomplish a given social mission (Brieger et al., 2019; Porter and
Kramer, 2002). Thus, we hypothesize that :

Hypothesis 2: Commitment to SR is positively associated with
employee relations in NPOs.
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3. Perceived service quality
Socially responsible nonprofits make strong commitments to
improve their service quality and are accountable for what they
provide for the community. They tend to have a well-designed
strategic plan with compelling mission statements and specific
strategies to accomplish them by providing quality services to
community members (Candid, 2017). The provision of high-quality
services is becoming increasingly more important because many social
services, once provided solely by nonprofits, are now being offered by
for-profits as well. More importantly, benevolent activities of an
organization not only make its employees perceive that they are doing
good to accomplish their mission, but also create leverage to improve
customer perceptions of the quality of their services (Andreini et al.,
2014).
In in-depth interviews with nonprofit leaders, Waters and Ott (2014)
found that the NPOs that participated in their study do their best to
provide quality services because that is the best way to help people
in the community. Offering correct and timely information about pest
control in an agricultural nonprofit, and anonymous pregnancy testing
in a sexual-health nonprofit, are two examples of such socially
responsible activities. These activities positively affect clients’
perceptions of service quality, which in turn drives their purchasing
decisions. Using both quantitative and qualitative data from a
performing arts association, Andreini et al. (2014) found strong
correlations between its SR activities, such as donating part of its
proceeds to other NPOs, and the public’s perception of its service
quality, such as the quality and variety of its musical offerings. Thus,
socially responsible nonprofits generally invest more resources to
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improve the quality of their service offerings than those without such
SR commitments.

Hypothesis 3: Commitment to SR is positively associated with
the perception of higher service quality in
NPOs.
4. Comparison with for-profits
The strategic integration of philanthropy into business plans has
existed for years in the private sector. Although for-profits may treat
SR as a residual to their main enterprises, they have extended the
scope of ethical behavior into what is accepted as good and right in
management, such as respect for human rights in the workplace,
respect for rules and regulations, respect for everyone’s best interests,
and respect for the natural environment (Chandler, 2017). Strategic
management of stakeholder interests by investing in ethical practices
has gradually become a high priority in for-profits to be more
competitive in the market.
However, NPOs are less able to manage stakeholder interests than
are private and governmental organizations, due in part to financial
constraints and public scrutiny of how charitable dollars are spent
(Emanuele and Higgins, 2000). NPOs are even reluctant to invest their
financial resources for SR because they fear that donors will see such
investments as not directly related to their mission accomplishment
(Waters and Ott, 2014). In consequence, NPO leaders are often afraid
of initiating management reforms that can be seen by donors as
corporate strategizing (Weerawardena et al., 2010). This is a part of
the reason why the nonprofit sector still gives the general impression
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of being less efficient and more wasteful than the private sector,
although the sector has grown remarkably in organization sizes and
the types of services being delivered (Light, 2000). Many NPOs have
suffered greatly from internal management problems, such as
difficulties in finding talented workers, high turnover, gender bias, and
unequal compensations, that make mission accomplishment difficult
(Emanuele and Higgins, 2000; Tennille, 2018). Therefore, Emanuele
and Higgins (2000) contended that nonprofits should be under the
same demands for SR as the for-profits.

Hypothesis 4: The effects of SR commitment on the three
main aspects of internal SR (workplace
diversity, employee relations, and perceived
service quality) are greater in for-profits than
in NPOs.

Ⅲ. Methods
1. Data
A 1,719-point unbalanced panel dataset was collected from the
Workplace Panel Study (WPS), a biannual survey conducted by the
Korea Labor Institute since 2005. The WPS unit of analysis is an
individual workplace with more than 30 full-time employees in one of
four different types of organizations : (1) small and medium-sized
businesses, (2) large businesses, (3) not-for-profit corporations such as
schools, hospitals, social welfare organizations, and faith-based
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<Table 2-1> Definitions of Individual Study Variables
Variables

Definitions

diversity policy

Existence of a written workplace diversity policy

lndisabled

Natural logarithm of employees with disabilities as a percentage
of total employees

lnpreferential

Natural logarithm of preferential hiring as a percentage of total
employees in the following minority types: women, youth,
elderly, persons with disability, unemployed, persons of
distinguished services to the State, and others

gain sharing

Existence of a gain sharing program

flexible work
hour

Existence of a work schedule which allows employees to
determine their work hours within the total required hours of
work

grievance policy

Existence of a grievance settlement procedure or review
committee

maternity
protection

Natural logarithm of maternity protection programs as a
percentage of total employees in the following: childbirth
leave; childcare leave; childbirth leave for husband; daycare;
financial support for daycare; menstrual leave; nursing time;
nursing space; restrictions on night shift, holiday work,
overtime work, hazardous work during pregnancy; work
transfer for pregnant employees; restrictions on hazardous work
within 1 year after childbirth; leave for prenatal testing;
miscarriage leave; sterility leave of absence; shorter working
hours; and others

voluntary
turnover

Natural logarithm of voluntary turnover as a percentage of total
employees

service quality

Factor score of (1) service quality, (2) employee innovation,
and (3) service innovation compared to those of the average of
competitors in the market

commitment to
SR

Factor score of (1) a mid- to long-term vision and strategic plan
for SR, (2) the code of ethics for SR, and (3) an independent
SR unit

lntotalemp

Natural logarithm of yearly total employees

lnsale

Natural logarithm of yearly total amount of sales

lnnincome

Natural logarithm of yearly net income

org age

Organizational age (years)

competition

Competition in the market (1 minimal, 5 very intense)

union

Existence of a labor union
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organizations,

and

(4)

non-corporations

such

as

cultural

and

professional associations, foundations, alumni groups, and labor
unions. If an organization has several branches across the country with
more than 30 full-time employees, the WPS counts each individual
branch as one workplace. In the analysis, we grouped not-for-profit
corporations and non-corporations into NPOs and compared them with
for-profits (small, medium, and large businesses).
The analysis included the data collected in 2007, 2009, 2011, and
2013 for two reasons : first, these were the years to collect three-item
questions regarding organizational SR, which were used as the main
independent variable. Second, the WPS has added 2,000 new
workplaces since 2015 due to data attrition, which precludes data
consistency. Anonymous personal interviews of human resources

<Table 2-2> Descriptive Statistics of the Study Variables
Variables

Obs.

Mean

Std. Dev.

Min

Max

diversity policy
% of disabled
preferential hiring
gain sharing
flexible work hour
grievance policy
maternity protection y/n
voluntary turnover
service quality
SR commitment
total employees
total sales*
net income*
org age
competition
union

428
428
309
428
428
428
428
428
341
428
428
246
238
428
428
428

0.666
1.8
2.317
0.467
0.227
0.804
10.35
9.057
10.129
0.827
1,108
561.8mil
4.76mil
42.026
3.603
0.776

0.472
2.718
1.014
0.500
0.419
0.398
3.85
9.167
1.561
0.379
1,362
1,752.3mil
78.3mil
20.841
1.089
0.418

0
0
1
0
0
0
0
0
6
0
300
11.9mil
-364mil
11
1
0

1
41.736
6
1
1
1
16
48.148
15
1
10,118
15,309.8mil
658.8mil
135
5
1

Note : *converted to US dollars, 1USD=1200KRW
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managers in individual workplaces were supplemented by mailed
surveys and website visits to collect employment and financial data.
A total of 1,279 data points were collected from NPOs during the four
biannual survey cycles, in which we selected 428 data points (33.5%)
that responded to one of the three main SR items. Of a total of 5,738
data points collected from for-profits, 1,291 data points (22.5%) were
used for the comparative analysis.3) <Table 2-1> shows the definitions
of the study variables, and <Table 2-2> presents descriptive statistics.

2. Measures
A. Dependent variables : Internal SR
The dependent variables encompass workplace diversity, employee
relations, and perceived service quality, which represent the main
aspects of internal SR (Backhaus et al., 2002; Chapple and Moon,
2005; Greening and Turban, 2000; Tsai and Yang, 2010). Because the
individual survey items used to measure these three issues had
different levels of measurement, we did not create indexes; instead,
each item was used as a variable that represents those three aspects
of internal SR.
Thus, workplace diversity consisted of diversity policy, the
percentage of disabled employees, and preferential hiring. Diversity
policy was measured by one dichotomous item, coded 1 if a
workplace had a written diversity policy, and 0 otherwise. <Table 2-2>
shows that more than 66% of the sampled NPOs had a written

3) The numbers of nonprofits that responded by year were 110 in 2007, 116 in
2009, 93 in 2011, and 109 in 2013. The numbers of for-profits that responded by
year were 342 in 2007, 318 in 2009, 316 in 2011, and 292 in 2013.

44

2020년도 사업체패널 워킹페이퍼 시리즈

diversity policy. The percentage of disabled was measured by the
number of employees with disabilities out of total employees. Most of
the sampled NPOs had a minimal number of employees with
disabilities, with a mean of 1.8% and median of 1.45% of total
employees. Finally, preferential hiring was measured by the number of
preferential hiring as a percentage of total employees in the following
seven types of minorities : (1) women, (2) youth, (3) elderly, (4)
persons

with disability,

(5)

the

unemployed, (6)

persons

of

distinguished services to the State, and (7) others. <Table 2-2> shows
that preferential hiring involved more than two types of minorities.
Employee relations used five items that measured the existence of
gain sharing, flexible work hours, grievance policy, maternity
protection programs, and voluntary turnover rate. Gain sharing,
flexible work hours, and grievance policy were measured by one
dichotomous item, coded 1 if a workplace had the policy, and 0
otherwise. More than 46% and 80% of the sampled NPOs had gain
sharing and a grievance policy, respectively. However, only 22% of
them allowed employees to use a flexible work schedule.
Maternity protection was measured by the number of maternity
protection programs as a percentage of total employees (see Table 2-1
for individual programs). Our sampled NPOs had, on average, more
than 10 of 18 possible maternity protection programs. Finally, the
voluntary turnover rate was measured, assuming that good employee
relations would reduce voluntary turnover at work. Most of the
sampled NPOs maintained an average of less than a 10% voluntary
turnover rate.
Perceived service quality was measured by three five-point
Likert-scale items, asking about the perceptions of service quality,
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employee innovation, and service innovation compared to those of the
average competitors in the market. Human resource managers in the
sampled NPOs reported that their levels of service quality were
slightly better than those of their competitors in the market. The three
items accurately measured service quality (Cronbach’s α = 0.743). We
used the weighted sum of the items (factor score) for the regression
analysis.

B. Independent variable : Commitment to SR
The independent variable, SR commitment, was measured by three
dichotomous items : whether a workplace had (1) a mid- to long-term
vision and strategic plan for SR that was viewable by the public; (2)
a code of ethics to fulfill SR; and (3) an independent unit that was
responsible for SR. The tetrachoric factor analysis was used with
varimax rotation because the three items were dichotomous. The
analysis retained one factor with an eigenvalue > 2.3, which accounted
<Table 2-3> Factor Loadings for SR Commitment
Factor Loadings
Items

Yes

Nonpro
fits

For-pro
fits

Nonpro
fits

For-pro
fits

Does your workplace have a midto long-term vision and strategic
plan for SR that is viewable by the
public?

0.869

0.875

78.4%*

65.7%

Does your workplace have the code
of ethics to fulfill SR?

0.906

0.877

73.5%

65.9%

Does your workplace have an
independent unit that is responsible
for SR?

0.874

0.865

64.3%

54.1%

Note : The percentage was based on 428 NPOs and 1,291 for-profits that responded
to SR items throughout the four consecutive biannual surveys.
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for more than 77% of the data variation. The three items were closely
related (Cronbach’s α = 0.849) with high loadings for the factor score
(>0.86). We used the factor score for the regression analysis (see
<Table 2-3> for factor loadings for the three items in both NPOs and
for-profits).4)

C. Controls
We controlled for a set of variables that could affect three
dimensions of internal SR. The total number of employees and the
organizational age were controlled for, as their institutional memories
combined with the secure flow of resources can increase the capacity
of the strategic management of internal SR (Aldrich and Auster,
1986). Total sales were also added because there was no sign of
collinearity with total number of employees as a measure of
organizational size. Net income was controlled for because financial
resources bolster SR activities that can benefit employees (Di Bietto,
Chymis, and D’ Anselmi, 2015). We also controlled for service market
competition, assuming that the higher the competition of the services,
the more investment there would be for SR activities as well as for
increasing internal management capacity (Flammer, 2015). Finally,
labor unions were controlled for, as their main role is to resolve any
workplace issues by protecting employee rights (Dawkins, 2009).

4) The tetrachoric factor analysis for for-profits retained one factor with an
eigenvalue > 2.0, which accounted for more than 76% of the data variation. The
three items were closely related (Cronbach’s α = 0.838) and all the factor loadings
were above 0.86.
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3. Statistical Methods
A pooled logistic regression and pooled ordinary least squares
(OLS) regression were used, depending on the different levels of
measurement of the dependent variables. The coefficients tended to be
correlated with the error term in OLS. Fixed effects (FE) models
helped to control for unobserved characteristics at the workplaces,
which were less vulnerable to omitted variable bias. Ultimately the FE
model was discarded because there was little variation over time
within each workplace, and many models in the analysis did not show
the time-fixed effects. Also, the time-invariant independent variables,
such as organizational age and the presence of a labor union, could
cause insufficient coefficient estimates. Random effects (RE) model,
which assumes that the variation across workplaces is random and is
uncorrelated with predictors, would be biased (Wooldridge, 2013). The
use of a least squares dummy variable (LSDV) had little value
because of the short time series with many data points. With all of
the predictor variables, multicollinearity was not a great concern. (The
largest variance inflation factor (VIF) was 4.13 for total sales among
for-profits.)
The regression model shown below was established to examine to
what extent SR commitment at individual workplaces affects internal
aspects of SR in NPOs. Pooled logistic regressions were performed
with binary dependent variables such as diversity policy, flexible work
hours, and grievance policy, while pooled OLS regressions were used
for continuous dependent variables. Hubert-White robust standard
errors were used to account for heteroscedasticity in the error terms.
A few internal SR measures (employees with disabilities, preferential
hiring, maternity protection, and voluntary turnover) as well as total
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number of employees, total sales, and net incomes were log
transformed by calculating the natural logarithm to be interpreted as
the proportional difference in the mean of the dependent variables
associated with the proportional change in the independent variable.
All models included year dummies to account for annual fluctuations
in the dependent variables that were not due to predictor variables.

Dep Vars = a + b1SR commitment

i

+ b2lntotalempi + b3lnsalesi

+ b4lnincomei + b5orgagei + b6competitioni + b7unioni
+ b8yeari + ei

Ⅳ. Results and Discussion
<Table 2-4> shows the univariate differences between internal SR
and non-SR commitment in NPOs. Commitment to SR seemed to
<Table 2-4> Univariate Differences between Internal
Commitment in NPOs
SR Commitment
Internal SR

SR and Non-SR

Non-SR Commitment

N

Mean

s.d.

N

Mean

s.d.

t

Diversity policy

354

0.715

0.452

74

0.432

0.499

4.795***

% of disabled

354

1.905

2.927

74

1.290

1.206

1.776

Preferential hiring

272

2.364

1.039

37

1.973

0.730

2.214*

Gain sharing

354

0.520

0.500

74

0.216

0.414

4.880***

Flexible work hours

354

0.251

0.434

74

0.108

0.313

2.694**

Grievance policy

354

0.831

0.376

74

0.676

0.471

3.077***

Maternity protections

354

10.525

3.809

74

9.486

3.963

2.119*

Voluntary turnover

354

8.52

9.02

74

11.62

9.50

-2.666**

Service quality

282

10.199

1.395

59

9.796

1.349

1.805

Note : ***p < 0.001, **p < 0.01, *p < 0.05
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make differences in workplace diversity and employee relations, but
not in service quality. Those NPOs that have made commitments to
SR appeared to be more responsible to their employees compared to
those without such commitments.
<Table 2-5>, <Table 2-6>, and <Table 2-7> present the results of
<Table 2-5> Regression Results Predicting Workplace Diversity (NPOs vs.
For-profits)
Diversity policy
Variables
SRcommitment
lntemployee
lnsale
lnnincome
org age
competition
union
2009.year
2011.year
2013.year
constant
Obs
R-squared

nonprofits for-profits

% of disabled
nonprofits

for-profits

Preferential hiring
nonprofits for-profits

0.496***

0.502***

0.126**

-0.037

0.104***

0.002

(0.186)

(0.078)

(0.058)

(0.035)

(0.039)

(0.020)

-0.217

-0.118

-0.190**

-0.124***

-0.969***

-0.973***

(0.346)

(0.103)

(0.095)

(0.043)

(0.057)

(0.028)

0.109

0.042

0.056

-0.082***

-0.054

-0.028

(0.179)

(0.068)

(0.052)

(0.031)

(0.033)

(0.018)

0.040

0.086

-0.035

-0.024

0.001

0.011

(0.101)

(0.054)

(0.028)

(0.023)

(0.019)

(0.014)

0.011

-0.010**

-0.004

-0.000

-0.002

-0.001

(0.011)

(0.004)

(0.003)

(0.002)

(0.002)

(0.001)

-0.111

-0.016

-0.255***

-0.031

-0.089***

-0.022

(0.176)

(0.074)

(0.041)

(0.030)

(0.030)

(0.020)

0.033

0.520***

0.415**

0.559***

-0.088

-0.042

(0.522)

(0.148)

(0.188)

(0.066)

(0.110)

(0.039)

-0.928*

-1.094***

0.095

0.153*

-0.113

-0.016

(0.502)

(0.184)

(0.142)

(0.083)

(0.085)

(0.048)

0.086

-0.261

0.175

0.278***

-0.108

0.020

(0.545)

(0.186)

(0.142)

(0.080)

(0.088)

(0.051)

-0.137

-0.460**

0.230*

0.242***

-0.024

0.017

(0.535)

(0.198)

(0.120)

(0.081)

(0.096)

(0.053)

0.749

0.037

1.891***

2.092***

6.345***

5.406***

(2.266)
165

(0.765)
1,030

(0.481)
152

(0.358)
847

(0.346)

(0.219)

135

648

0.347

0.160

0.831

0.716

Note : ***p < 0.01, **p < 0.05, *p < 0.10, Robust standard errors in parentheses
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multivariate analyses in predicting the effect of SR commitment on
internal SR when the control variables and year dummies were held
constant. <Table 2-5> shows that SR commitment—such as a strategic
plan, a code of ethics, and an SR unit—appeared to have positive
effects on workplace diversity embodied in diversity policy (p < 0.01),
the percentage of employees with disabilities (p < 0.05), and the
percentage of preferential hiring (p < 0.01), and its impacts were more
pronounced in NPOs than in for-profits. A one standard deviation
increase (0.945) in the SR commitment index was associated with a
0.468 increase in the log odds of having a written diversity policy
(0.496*0.945). Similarly, a one standard deviation increase in the SR
commitment index was associated with a 0.12 percentage point
increase in employees with disabilities, and a 0.09 percentage point
increase in the preferential hiring of minorities. Thus, we found strong
support for hypothesis 1. Although SR commitment was positively
related to the establishment of a diversity policy in for-profits as well,
it did not seem to have any effect on the number of employees with
disabilities or preferential hiring.
<Table 2-6> presents the regression results predicting employee
relations. Pooled logistic regressions were used to predict the SR
commitment’s effects on gain sharing, flexible work hours, and
grievance policy. The effects of SR commitment on the percentage of
maternity protection programs and the voluntary turnover rate were
estimated by pooled OLS regression, with robust standard errors
clustered by workplace. Overall, the SR commitment of for-profits
seemed to work more effectively in facilitating employee relations
than that of NPOs. While SR commitment was positively related to
gain sharing policy in both NPOs and for-profits, those for-profit

Gain sharing
nonprofits for-profits
0.641***
0.405***
(0.184)
(0.077)
-0.473
0.164
(0.333)
(0.112)
0.537**
0.052
(0.219)
(0.069)
-0.031
0.138**
(0.100)
(0.055)
0.003
-0.004
(0.010)
(0.004)
-0.136
-0.284***
(0.177)
(0.079)
0.340
-0.599***
(0.525)
(0.155)
-0.149
-1.270***
(0.515)
(0.188)
0.153
-0.123
(0.519)
(0.193)
-0.681
-0.386**
(0.509)
(0.195)
-2.505
-0.615
(2.002)
(0.871)
165
1,030

Flexible work hours
nonprofits for-profits
-0.042
0.262*
(0.179)
(0.135)
-0.008
0.085
(0.316)
(0.151)
0.133
0.004
(0.201)
(0.108)
-0.042
0.138
(0.107)
(0.092)
-0.019*
-0.013**
(0.011)
(0.006)
-0.578***
-0.121
(0.168)
(0.118)
0.039
-0.195
(0.549)
(0.236)
-0.147
-0.530
(0.576)
(0.330)
0.624
0.201
(0.537)
(0.291)
1.014*
0.433
(0.527)
(0.289)
0.281
-3.167***
(1.916)
(1.216)
165
1030

Grievance policy
nonprofits for-profits
0.196
0.333***
(0.217)
(0.081)
0.594*
0.050
(0.351)
(0.114)
0.035
0.148**
(0.229)
(0.074)
-0.002
-0.046
(0.122)
(0.057)
-0.016
-0.009**
(0.011)
(0.005)
-0.158
0.018
(0.202)
(0.080)
-0.491
0.405**
(0.600)
(0.164)
-0.252
-1.010***
(0.593)
(0.203)
0.425
-0.281
(0.660)
(0.219)
-0.453
-0.305
(0.599)
(0.224)
-1.131
-0.210
(2.415)
(0.861)
165
1030

Note : ***p < 0.01, **p < 0.05, *p < 0.10; Robust standard errors in parentheses

Obs
R-squared

constant

2013.yar

2011.year

2009.year

union

competition

org age

lnnincome

lnsale

lntemployee

SRcommitment

Variables

<Table 2-6> Regression Results Predicting Employee Relations (NPOs vs. For-profits)
Maternity protection
nonprofits for-profits
0.099**
0.070***
(0.048)
(0.024)
-0.904***
-0.938***
(0.062)
(0.027)
-0.018
0.042**
(0.039)
(0.021)
0.008
0.029*
(0.021)
(0.015)
-0.001
-0.002
(0.002)
(0.001)
0.018
0.046**
(0.021)
(0.033)
0.036
-0.029
(0.110)
(0.044)
-0.157*
0.011
(0.089)
(0.056)
-0.245**
0.010
(0.098)
(0.057)
0.009
0.114**
(0.082)
(0.055)
6.458***
5.272***
(0.313)
(0.230)
164
1,007
0.732
0.504

Voluntary turnover rate
nonprofits for-profits
-0.173
-0.077*
(0.120)
(0.041)
0.085
0.098*
(0.213)
(0.058)
-0.023
-0.153***
(0.103)
(0.038)
-0.171***
-0.067**
(0.059)
(0.029)
-0.005
-0.005***
(0.006)
(0.002)
0.465***
0.081*
(0.116)
(0.043)
-0.842***
-0.792***
(0.244)
(0.072)
0.116
-0.166*
(0.284)
(0.096)
0.422*
-0.014
(0.243)
(0.092)
0.373
-0.000
(0.284)
(0.098)
1.749
4.210***
(1.268)
(0.444)
124
981
0.344
0.311

52

2020년도 사업체패널 워킹페이퍼 시리즈

workplaces that made SR commitments were more likely to have
flexible work hours (p < 0.10), grievance policies (p < 0.01), and
maternity protection programs (p < 0.01) more than NPOs. A one
standard deviation increase in the SR commitment index was
associated with a 0.08 percentage point (1.011*-0.077) decrease in
voluntary turnover in for-profits, but its effects were minimal and did
not reach statistical significance in NPOs. Statistical significance was
achieved only in gain sharing (p < 0.01) and maternity protections (p
< 0.05) in NPOs. A one standard deviation increase in the SR
commitment index was associated with a 0.606 increase in the log
odds of having a gain sharing policy (0.945*0.641) and a 0.09
percentage point increase in maternity protection programs. Thus,
hypothesis 2 was marginally supported.
Finally, <Table 2-7> shows the relationship between SR commitment
and perceived service quality at workplaces. When the other variables
were held constant, SR commitment did not seem to improve
perceptions of service quality in NPOs, whereas its effects were
strongly positive in for-profit workplaces (p < 0.01). A one standard
deviation increase in the SR commitment index was associated with
a 0.21 percentage point increase in perceived service quality. This
result rejected hypothesis 3. The overall results were mixed when it
came to hypothesis 4, which postulated the differential effects of SR
commitment on internal SR between NPOs and for-profits. Regarding
workplace diversity, SR commitment appeared to be more effective in
NPOs than in for-profits, but the latter did much better than the
former in facilitating employee relations and improving perceived
service quality. Therefore, hypothesis 4 was partially confirmed.
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<Table 2-7> Regression Results Predicting Perceived Service Quality (NPOs
vs. For-profits)
Service quality
Variables
SRcommitment
lntemployee
lnsale
lnnincome
org age
competition
union
2009.year
2011.year
2013.year
constant

Obs
R-squared

nonprofits

for-profits

0.089

0.207***

(0.099)

(0.035)

-0.047

0.021

(0.173)

(0.053)

-0.035

-0.005

(0.102)

(0.033)

0.006

0.053**

(0.050)

(0.026)

-0.009*

-0.007***

(0.005)

(0.002)

-0.021

0.043

(0.094)

(0.041)

0.348

0.068

(0.237)

(0.069)

0.121

-0.187**

(0.270)

(0.087)

-0.044

-0.072

(0.277)

(0.091)

-0.109

-0.033

(0.250)

(0.096)

0.824

-0.147

(0.967)

(0.392)

124

981

0.051

0.089

Note : ***p < 0.01, **p < 0.05, *p < 0.10; Robust standard errors in parentheses
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Ⅴ. Conclusion

The existing SR literature focuses too much on commitments to
external SR while relatively neglecting internal responsibilities to
employees and service quality (Brieger et al., 2019; Gomez and
Verma, 2012). This is particularly true in NPOs that have had many
internal management problems, while they demanded higher ethical
standards for for-profits (Drucker, 1980; Light, 2000; Weisbrod, 1998).
We argue that NPOs can work for the community well-being in a
sustainable

way

only

when

they

maintain

effective

internal

management for their employees and service quality (Cornelius et al.,
2008). Internal SR promotes a competitive advantage by attracting and
keeping talented workers who can solve problems in community
issues and can proactively adapt to environmental demands (Flammer,
2015; Wright et al., 1995).
Our results found that many NPOs have made a certain level of
commitment to SR by the establishment of mid- and long-term
strategic plans, a code of ethics, and a governance structure. SR
commitment appears to promote workplace diversity in NPOs when
they offer preferential treatment to minorities in the hiring process,
and more employees with disabilities are actually hired. However, it
did not seem to be sufficient to advance employee relations and
perceived service quality, especially compared with for-profits. This
raises a puzzling question : Can NPOs claim to be watchdogs that
pressure for-profits to act ethically and be socially responsible when
they have their own internal problems? If nonprofits suffer from “too
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much work, not enough money, and not enough operating support”
(Light, 2000, p. 72), why should they practice SR?
Some business entrepreneurs, including Hamdi Ulukaya, the
philanthropist and CEO of Chobani (which produces the top-selling
Greek-style yogurt in the U.S.), and informed experts admonish
companies to take care of their employees first before doing
something good for society (Leana, 2019). Similarly, we believe that
NPOs should exercise SR toward their employees and philanthropic
services before making plans to help the community. This is because
NPOs’ commitment to social good depends on the consistent provision
of high-quality services and having talented employees who work in
safe, healthy, and employee-friendly environments (Porter and Kramer,
2002). NPO scandals are certainly a problem, but incompetent and
wasteful management practices are an equally, if not more, important
problem that inhibits the accomplishment of NPOs’ social missions.
Where should one draw a fine line between internal and external
SR? To what extent do NPOs make a commitment to SR while
working to improve their internal management? The purpose of this
article is not to draw a line between perfect employee rights and
imperfect rights of peripheral charities, using Brown and Forster’s
(2013) term. Instead, we argue that charitable activity for the
community and the disadvantaged will not be sustainable without
justice and fairness for an organization’s own employees. Note,
however, that internal and external SR do not have to be balanced.
What’s important is to address both. According to Mirvis (2012), the
way employees are treated is “the litmus test” of citizenship behavior
of an organization, “more so than its philanthropy, community
involvement, environmental performance, and other SR factors” (p.
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95).
Despite these implications, the results of our analyses should be
interpreted with appropriate caution. First, the sample included only
74 NPOs for the four biannual survey cycles, with 428 data points in
Korea, which makes it difficult to generalize these results to all NPOs
in the country and abroad. Second, the pooled logistics and OLS
regressions used for this study did not account for the unique
characteristics of individual sample workplaces. Hopefully, future
studies will use the fixed effects (FE) model that can help control for
omitted variable bias. Third, although the survey was conducted
anonymously without revealing the names of the responding
workplaces, and most of the dependent variables were objective in
nature (e.g., the existence of a grievance policy), there was still a risk
of socially desirable responses, especially regarding service quality.
Finally, although this article addresses the importance of investing
resources for internal SR, exercising SR toward employees and service
quality is easier said than done in NPOs. The sector has had
long-standing challenges from donors who do not want their money
to be spent on improving internal management policies, such as
employee benefits and fundraising. Donors are generally favorable
toward welfare and environmental efforts, but veto using their money
for improving workplace diversity and other working conditions that
are not mission-focused (Waters and Ott, 2014). This is an enduring
issue in nonprofit management that inhibits the growth of the sector
by discounting the role of sound internal management. Internal SR is
a prerequisite of external commitment to the community because the
latter is not sustainable without making commitments to the former.
Socially responsible organizations should be both ‘doing good’ for
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society and ‘avoiding bad’ for employees(Lin-Hi et al., 2015).
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Welch’s test indicated that the results were similar at least in the

directions of significance using both equal and unequal variances.

