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Abstract

The purpose of this study is to establish a measurement scale for human resource
management (HRM) practices in nonprofit organizations and to analyze their impact on
the job satisfaction of their employees. The results demonstrate that 8 out of the 20
analyzed variables determine the measurement scale of HRM practices in these
organizations. These variables are related to psychological demands, active work and
development possibilities, social relations and leadership, and the degree of coherence
in the organization with its principles. According to the results, these practices have an
impact on job satisfaction in this type of nonprofit organization. The results are
significant, given that these organizations employ 9-11.5% of the active population in

European Union countries.
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1. Introduction

Many studies demonstrate that human resources are a key factor in establishing a
competitive advantage and significantly influence the success or failure of organizations

(Huselid, 1995; Wood and de Menezes, 1998; Guthrie, 2001).

There is an increasing number of organizations that practice active human resource
management (HRM) policies to obtain better financial, organizational, and job
satisfaction outcomes. Furthermore, according to Guest (1997), there are numerous
studies that relate HRM and organizational performance. Most of these studies indicate
that the application of HRM activities has positive effects on the performance of the

organization.

These practices aim to capture, retain, train, and motivate employees (Kaya, Koc and
Topcu, 2010). In previous studies on this subject, there is a considerable number of
practices considered part of HRM. In this study, emphasis is given to the adaptation of
knowledge to the job being performed, professional training and development

opportunities, the work environment, conflict resolution, and leadership, among others.

In this study, we propose to analyze the effects of the application of HRM practices on

job satisfaction levels in nonprofit organizations.

In the report by CESE (2012), coordinated by Professors J.L. Monzén and R. Chaves,

the social economy is defined as:

A set of formally organized private companies with autonomous decision-making and
freedom of association created to satisfy the needs of their partners within the market,
producing goods and services, insuring or financing, where the eventual distribution of

benefits or surplus among members and decision-making are not directly linked to



capital or quotes provided by each partner, wherein each company has one vote or

votes are performed through democratic and participatory decision-making processes.

According to the previous report, the social economy is formed by cooperatives, mutual
insurance companies, associations, and other similarly accepted forms. This type of
organization presents certain special characteristics compared to commercial
companies. First, they are organizations that develop their activities following unique
principles and values. These principles favor democratic decision-making, the
reinvestment of profits into the organization itself, or distribution based on the work

performed by the partners, among others.

Second, the employees of these organizations are typically their “owners”. This
situation occurs, for example, in workers’ cooperatives. Hence, the employees play an

important role in the decision-making process.

Third, this type of organization allocates a considerable percentage of its annual profits
to social activities that are intended to have an effect on the well-being of its employees

and the community.

In Europe, the social economy is very important in human and economic terms because
according to the data for the 2009-2010 period, it provides paying jobs to more than
14.5 million Europeans, approximately 6.5% of the EU-27 population. In countries such
as Sweden, Belgium, Italy, France, and the Netherlands, it represents between 9 and
11.5% of the employed population. In 2008 in Spain, the social economy was
responsible for 2 million jobs, representing 10% of the total employed population

(Ciriec-Espatfia, 2010).

As noted above, there are studies that analyze the impact of HRM practices on job

satisfaction in commercial companies. In turn, we have not found similar studies on the



field of nonprofit organizations. Hence, we believe it would be interesting to learn the
impact of HRM practices on job satisfaction in this type of organization. Thus, we

propose a study with the following objectives:

e To determine the key HRM practices in nonprofit organizations.

e To analyze the impact of the application of HRM practices on job satisfaction

in these organizations.

The present study is divided into six parts. After the introduction, the second part
includes the literature review. The third part presents the hypothesis and the
methodology used. The fourth part describes the sample analyzed and the reasons for its
selection. The fifth part presents the results obtained, and finally, the sixth part
synthesizes the study’s conclusions and discusses its limitations and future lines of

research.

2. Theoretical Framework

2.1. HRM practices

According to Johnason (2009), HRM is a function in organizations designed to
maximize employees’ performance of an employer’s strategic objectives. Guest (1997)
states that there appears to be three broad categories of general-level theory concerning

HRM:

- Strategic theories. These are primarily concerned with the relationship between the
range of possible external contingencies and HRM policy and practice. Some of the
best-known research in this category was conducted by Hendry and Pettigrew (1990)

and Miles and Snow (1984).



- Descriptive theories. These set out to describe the field in a comprehensive manner.
The best-known research studies are those by Beer, Spector, Lawrence, Quinn Mills,
and Walton (1985) and Kochan, Katz, and Mckersie (1986). In both cases, there is an

attempt to capture the broad field and to address some of the relationships.

- Normative theories. Theories of this type are more prescriptive in their approach,
reflecting the view either that a sufficient body of acknowledge exists to provide a basis
for prescribed best practices or that a set of values indicates best practices. Some of the
best examples of this approach include Walton (1995), McGregor (1960), Lawler (1986,

1992), and Pfeffer (1994, 1995).

Lado and Wilson (1994) describe a human resource system as a set of distinct but
interrelated activities, functions, and processes that are directed at attracting,
developing, and maintaining a firm’s human resources. Various studies have attempted
to delineate HRM practices (Pfeffer, 1998; Ahmad and Schroeder, 2003; Kaya, 2006).
Berg (1999) classifies HRM practices into two groups: process-level and environment-

level practices.

At the process level, practices are implemented by firms to give workers the opportunity
to intervene in the work process and make decisions that increase throughput or
improve quality. Formal practices, such as work teams, problem-solving groups, and
training, and informal practices, such as the extent of communication across
departments and between workers and managers, are directly related to the process and

the tasks performed on the job.

According to Berg (1999), work teams have been used for many decades by job design
or job enrichment advocates as a method for broadening tasks and increasing
responsibility in an effort to increase job satisfaction. Some studies have found that

work teams raise satisfaction (Wall, Kemp, Jackson and Clegg, 1986; Cordery, Mueller
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and Smith, 1991). However, in a study of job satisfaction and organizational
commitment in the U.S. and Japan, Lincoln and Kalleberg (1990) find that simply
working closely with others does not significantly affect the job satisfaction of U.S.

workers.

In that sense, extensive communication and coordination across functional areas to
regulate the workflow and minimize bottlenecks is essential for a successful high-
performance work system. Opportunities to learn new skills are likely to be received
positively by workers because training leads to higher wages and greater worth in the
external labor market. Furthermore, training is believed to nullify the influence of

factors that cause employee dissatisfaction at work (Xiao, 1996).

At the environment level, practices are designed to motivate workers in different ways
and encourage them to put forth discretionary effort. Linking a portion of pay to
performance is designed to motivate workers through extrinsic rewards. Sharing
information with employees, allowing employee input in major decisions, and fostering

cooperative labor-management relations can create an atmosphere of trust.

Miller and Monge (1986) examine 41 estimates of the relationship between
participation and satisfaction and find that perceived participation in decisions regarding

multiple issues within organizations has a strong, positive effect on job satisfaction.

Kaya et al. (2010) conduct an exploratory analysis of the influence of HRM activities
and organizational climate on job satisfaction in Turkish banks. They differentiate HRM
activities and organizational climate. They consider that HRM comprises the activities
of acquiring, retaining, empowering, and motivating employees. In that sense, they
investigate the following HRM activities from the perspective of job satisfaction: 1)

behavior and attitudes in recruitment and selection, ii) teamwork, iii) extensive training,



iv) written policies, v) training in multiple functions, vi) incentives, vii) performance

appraisal, and viii) feedback on performance on job satisfaction.

However, they describe organizational climate as a set of measurable properties of the
work environment, perceived directly or indirectly by the people who live and work in
this environment and assumed to influence their motivation and behavior (litwinn and
Stringer, 1968). Furthermore, they investigate the following variables with regard to
organizational climate: i) support for innovation, ii) managerial competence and
consistency, iii) workload pressure, iv) cohesion, v) organizational boundaries, and vi)

organizational ethics.
2.2. Job satisfaction

Job satisfaction is the perspective that employees have concerning their work and their
organization, and it is important with respect to hiring and maintaining the appropriate

employees for the organization (Kaya et al., 2010).

Weiss (2002) describes it as a positive (or negative) evaluative opinion on one’s job or
working situation. Locke (1976) notes that job satisfaction is a positive or pleasurable
emotional state that results from one’s own appraisal of the job or one’s work

experiences.

Job satisfaction represents an overall assessment of one’s job and is a general indicator
of the quality of one’s work experience. It is a subjective measure of individual well-
being, but it is a particularly powerful measure because it is strongly correlated with
poor mental health, life expectancy, heart disease, turnover, and absenteeism (Wall,
Clegg and Jackson, 1978; Palmore, 1969; Sales and House, 1971; Freeman, 1978;

Clegg, 1983).



Various theories of job satisfaction have been developed by psychologists and
management scholars. They tend to assign different degrees of importance to sources of
satisfaction, which can be classified as either intrinsic or extrinsic. Intrinsic sources
depend on the individual characteristics of the person, such as attitudes. Extrinsic
sources are situational and depend on the environment, such as workplace climate.
Theories that rely on extrinsic sources are more typically adopted by economists, albeit
with reference to a different terminology, whereas intrinsic sources are more commonly

associated with other social sciences (Luchak, 2003).

Important determinants of job satisfaction include the following: working conditions,
relationships with supervisors and governing bodies, job characteristics (autonomy,
stress, intrinsic interest of the job), individual characteristics (gender, family
responsibilities), and working environment (trust, perceived ethical climate and equity)
(De Santis, Glass and Newell, 1992; Sandura and Lankau, 1997; Gould-Williams, 2003;
Brunetto and Farr-Wharton, 2004; Hampton and Hampton, 2004; Yang and Chang,

2008; Gilbert, De Winne and Sels, 2011).

According to some studies, having satisfied employees has positive benefits for the
company. Several studies have shown a positive relationship between job satisfaction
and job performance (Judge, Thoresen, Bone and Patton, 2001). Furthermore,
organizations with satisfied employees tend to have a low employee turnover rate, given
that dissatisfied employees are more likely to leave their jobs for other jobs or be absent
more often than employees who are satisfied (Kohler and Mathieu, 1993; Saari and
Judge, 2004; Melnik, Petrella, and Richez-Battesti, 2013). Additionally, according to
Arcand, Bayad, and Fabi (2002), the existence of job satisfaction has a positive

relationship with the level of efficiency and quality of work.



2.3. Effects of HRM practices in job satisfaction

Berg (1999) states that the intent of HRM practices is to increase organizational
performance. Thus, the vast majority of empirical research on this topic is focused on
the performance issue (Berg, Appelbaum, Bailey and Kalleberg (1996); MacDuffie,
1995; Ichniowski, Shaw and Prennushi, 1997; Huselid, 1995; Arcand et al., 2002).
However, there are fewer studies that examine the effects of HRM practices on workers.

Nonetheless, we have found some studies that focus on this specific matter.

Some studies show that certain HRM practices, such as working in teams, greater
discretion and autonomy in the workplace, and various employee involvement and pay
schemes, motivate workers and hence generate higher labor productivity (Cully,

Woodland, O’Reilly and Dix (1999); Boselie and Van der Wiele, 2002).

Berg (1999) uses a sample of US steelworkers to examine the effect of high-
performance work practices on job satisfaction. Rather than focusing on one specific
practice, such as work teams, a wide range of high-performance work practices are
considered. This article shows that high-performance work practices have a generally
positive effect on job satisfaction. It also shows that jobs that allow workers to use their
knowledge and skills and that provide some autonomy and opportunities for learning
lead to higher levels of satisfaction. However, job satisfaction is not influenced by the
characteristics of the job. Instead, good employment-management relations and
practices that help balance work and family have strong positive effects on job

satisfaction.

However, practices that link pay to performance, share information with workers,
provide employment security, or involve workers in decisions do not affect job

satisfaction.
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Kaya et al. (2010) have explored the relationship among HRM activities, organizational
climate, and job satisfaction in the Turkish banking sector. Their findings are interesting
because they note that recruitment and selection, team work, and work environment
make a positive contribution to job satisfaction. This study shows that human resource
managers may benefit from implementing HRM activities together with improving the

organizational climate in banks.

Arcand et al. (2002) attempt to demonstrate the existence of a relationship between
different HRM activities and organizational performance in 46 Canadian financial
cooperatives. The organizational performance level is measured according to 4
variables: job satisfaction, job productivity, return on investments, and operative profits.
Their findings show that the practices that have effects on job satisfaction are those
related to incitative retribution, productivity valuation, work organization,

organizational communication, and job security.

Petrescu and Simmons (2008) investigate the relationship between HRM practices and
workers’ job satisfaction using 2 British datasets, the “Changing Employment
Relationships, Employment Contracts and the Future of Work Survey” (CERS),
conducted in 2000, and the 1998 Workplace Employment Relations Survey (WERS).
They find that HRM practices have a statistically significant, and in some cases
substantial, effect on workers’ overall job satisfaction and on satisfaction with their pay.
Specifically, they find that workers enjoy on-going learning and job autonomy. Close
work supervision is disliked, but workers enjoy some visual assessment of their
performance, suggesting that some monitoring is desirable. Furthermore, giving
workers a “voice” through employee involvement schemes has a positive effect on job

satisfaction. Managers who hold regular meetings with employees to enable them to

11



express their views about work have the most substantial effect in raising job

satisfaction.

3. Hypothesis and Methodology

There are different practices related to HRM that are associated with team work, the
communication between different areas in the organization, the methods of retribution,
etc. According to previous studies, these practices have an effect on workers’ job

satisfaction.

Currently, numerous nonprofit organizations apply HRM practices to improve job
performance. Some studies have analyzed the effects of the application of these
practices on the performance of employees. However, there are no studies to date that
analyze the effect of the application of these techniques on the job satisfaction of
employees. Therefore, this study has the purpose of defining a scale of HRM practices
that has an effect on job satisfaction in nonprofit organizations. As noted above, this
type of organization has certain functional differences compared to commercial
companies. Through this study, we will demonstrate whether HRM practices that have
an impact on job satisfaction are the same in nonprofit organizations and commercial

companies.

We also intend to demonstrate whether the style of HRM has an impact on job

satisfaction in nonprofit organizations. Therefore, we present the following hypothesis:

H: HRM practices in nonprofit organizations have a significant impact on job

satisfaction.

We adopted a two-fold design to accomplish the 2 main aims of the present study: (i)
validating and defining a measurement scale to assess the management style in this

specific setting of companies and (ii) assessing the impact of this management style on

12



employee satisfaction.

Specifically, with respect to the first aim, we conducted an initial explanatory factor
analysis (EFA) using principal components, and second, we proceed with a
confirmatory factor analysis (CFA) through the structural equation modelling (SEM)
technique. For practical reasons, in addition to the assessment of this scale, the analysis

of employee satisfaction was also conducted.

Once the scale for management style of non-profit organizations was established, we
implemented another model to analyze the pathway between this construct and another

construct that assesses the employee satisfaction. SEM was also involved in this model.

4. Analyzed sample

The analyzed sample is composed of 62 organizations that answered the annual social
report of 2012. Among these organizations, 52% were cooperatives, and 41% were

associations.

These organizations represent 53,752 people associated as partners, board members,
volunteers, etc. They account for 48.1 million Euros in annual billing and collect 10.4

million Euros in public subsidies.

The social report was developed in France in 1977 to address the need for a method to
present accounting information that informs entrepreneurs and external users of work

conditions, work accidents, wages, union activities, employee activities, etc.

The social report is a methodology for self-diagnosis and continuous improvement that
was designed to measure the social and environmental contributions of organizations
and the creation and distribution of economic value. The methodology was designed by
the Solidarity Economy Network (XES), created in a participatory manner, and inspired

by models of international standards such as the Global Reporting Initiative (GRI) and

13



other evaluation systems, including the admission procedures for COOP57 and Fiare,
the European Foundation for Quality Management (EFQM), the Eco-Management and
Audit Scheme (EMAS), the Common Good Report of the Economy for the Common

Good, the Social Return of Investment (SROI), the REScoop, and the RSEPime.

The social report is based on a questionnaire divided into 3 major subject areas and 9

parts:

Figure 1. Structure of the social report questionnaire

The social report is composed of 30 indicators that are divided into the following
groups: commitment to democracy, equality, environment, social commitment, quality

of work, and professional quality.

To conduct this study, we have focused on work quality. This section includes questions
on different dimensions that measure the quality of work provided by these
organizations to their employees. The dimensions analyzed include the following:
environmental conditions, psychological demands, development possibilities, social
relations and leadership, compensation, balancing of work life and family, the degree of

coherence of the organization with its principles, and overall job satisfaction.

Figure 2 indicates the dimensions and items or questions included in each.

Figure 2. Dimensions and items regarding job satisfaction

14



The answers for each question are measured with a Likert scale ranging from 1 to 10.

The use of the measurement scale permits a statistical study of the results obtained.

As observed in Figure 1, the year 2012 was the year with the greatest number of
organizations presenting the social report since XES created this tool and started to

promote it among the organizations that operate in the social economy of Catalonia.

Figure 3. Growth in the number of organizations that have contributed a social report

The campaign for the social report, annually promoted by XES, is performed among its
associated organizations and organizations associated with COOP57, in Agenda 21, and
Grupo ECOS. These entities include approximately 500 organizations of the social

economy in Catalonia.

5. Results and Discussion

5.1. Validation and definition of a measurement scale to assess the management

style for the cooperative companies

An exploratory factor analysis (EFA) using a principal components analysis with the 20
items of management style was performed. A Kaiser-Meier-Olkin statistic of 0.823
forecast a good result in this analysis. Barlett’s test also underpinned the same
conclusion (¥2 = 993.3, 109 free degrees and p-value = 0.000). These results confirmed
a linear dependence between the variables and supported our view that the results were
sound. A total of 5 factors with an eigenvalue greater than 1 (the Kaiser criterion),

accounting for 73.5% of the variance in the sample, emerged. Table 1 shows the factors

15



suggested.

Table 1. Matrix of the 5 components extracted by principal components analysis and

varimax rotation from the items of non-profit organizations management style

Items with loads greater than 0.6 on 1 factor and simultaneously less than 0.4 in any
other factor are in gray. Only 1 factor was clearly defined. The 4 remaining factors were
formed by items that were also loading onto other factors simultaneously. This single
factor, which accounts for the 29.2% of the variance in the 20 items, was labeled “non-
profit organization management style”. As noted above, another EFA with only 2 items

for employee satisfaction was also conducted.

Table 2 shows the loading factors for each item, proving the individual consistency of
the items (0.628-0.958). The reliability (internal consistency) of the dimensions is
confirmed by Cronbach’s alphas and the composite reliability (CR), which are all above
0.7 (Hair, Black, Babin and Anderson, 2010). In addition, the variance extracted for

each scale was greater than 0.5.

Table 2. Loads of the 2 factors and statistics for their reliability analysis

Discriminant validity was analyzed using the linear correlations or standardized
covariances between latent factors by examining whether inter-factor correlations were
less than the square root of the average variance extracted (AVE). Table 3 shows that
the square roots of each AVE were greater than the off-diagonal elements. Discriminant

validity was guaranteed (Hair et al., 2010).
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Table 3. Correlation matrix of the latent factors

The next step was the confirmatory factor analysis for the management style construct.
The model was estimated by using the robust maximum likelihood method from the
asymptotic variance—covariance matrix. The fit indices obtained in the measurement
model estimation showed that the variables converged towards the factors established in
the CFA (see Table 4). The global fit was acceptable: %> Satorra—Bentler was 29.00,
with 20 degrees of freedom and a p-value of 0.0877; x*/df was 1.45, which was below
the acceptable limit of 5; the root mean square error of approximation (RMSEA) was

0.081; and the comparative fit index (CFI) was 0.955.

Table 4. Confirmatory factor analyses (CFA) for the management style construct

5.2. Assessing the impact of non-profit organization management style on

employee satisfaction

A new model in which the factor of “non-profit organization management” was an
antecedent of the factor of “employee satisfaction”, was implemented. The same robust
maximum likelihood method from the asymptotic variance—covariance matrix was used.
The fit indices were also sufficient to prove goodness of fit (y*> Satorra—Bentler was
44.44, with 34 degrees of freedom and a p-value of 0.1084; y2/df was 1.29; RMSEA

was 0.067; CFI was 0.961).

The standardized pathway between management style and employee satisfaction was

17



0.089, with an associated t-value of 5.362.

6. Conclusions

The purpose of this study was to establish a measurement scale of HRM practices in
nonprofit organizations. This type of organization has a significant role in job creation

in the countries of the European Union.

The results indicate that 8 out of the 20 analyzed variables determine the HRM style of
these organizations. These variables are related to psychological demand, active work
and possibilities for development, social relations and leadership, and the degree of the

coherence of the organization with its principles.

We have demonstrated the existence of other variables related to environmental
conditions, compensation, and the balance of work life with family; however, they do
not appear to be determining factors when deciding on the HRM style in these types of
nonprofit organizations. Thus, we have examined the specific characteristics of these
organizations, and their objectives could influence the results obtained because previous
studies indicate that employees of nonprofit organizations do not regard compensation

as a priority factor when evaluating their job (Lanfranchi and Narcy, 2008).

Another objective of this study was to analyze the impact of the application of HRM
practices on job satisfaction. According to the results obtained, this type of practice has
an effect on job satisfaction. Hence, we can claim that job satisfaction is related to the
following 8 variables: the degree of job fit to knowledge, autonomy, training and
development opportunities, work environment, forms of conflict resolution and
leadership quality, help from colleagues, equality, and respect for the environment.

These results coincide with those found in studies by Berg (1999), Petrescu and

18



Simmonds (2008), and Kaya et al. (2010). Therefore, we can say that the practices that
impact job satisfaction are very similar in nonprofit organizations and commercial

companies.

We believe that these results are relevant due to the lack of similar studies and the
significance of nonprofit organizations as job creators in the European Union.
Nonetheless, we believe that the study was performed with a reduced sample of
organizations that were focused in a very constricted geographical scope. Thus, it would
be worthwhile to extend the analyzed sample and the geographical scope of the

organizations studied.

The variables used to measure the job satisfaction levels may also be broadened. In this
study, 2 variables (V21 and V22) were applied. By increasing the number of variables,

we believe that more robust results may be obtained.

Finally, it would be very useful to perform a comparative study with commercial
companies. This type of study would demonstrate whether the variables that determine
the HRM style are the same in nonprofit organizations and whether their impact on job

satisfaction is the same.
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