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ABSTRACT

Referring to the resource-based view (RBV), this study aims to examine
the mediating effect of knowledge sharing (KS) towards the relationship
between organizational culture (OC) and NGO effectiveness (EE). In this
study, a total of 190 participants from 19 NGOs in Klang Valley area,
Malaysia, were approached with a questionnaire survey. This study only
niches its focus on registered welfare and employment NGOs. A total of 144
valid responses were received (75.8 percent of response rate). Regression
analysis was used to test the proposed model. The results revealed that
KS serves as a partial mediator between OC and EE. The study makes
methodological contribution by showing the effect of OC on EE and the role
of KS as mediator from the context of Malaysian voluntary sector.

KEYWORDS: organizational culture, knowledge sharing, NGO
effectiveness, mediating effect

1.0 INTRODUCTION

Throughout the world, non-governmental organizations (NGOs)
have experienced a substantial growth in employment and services
provided. Together with these impressive figures, NGOs nowadays are
also operating under unpredictable and challenging environment with
several identified weaknesses, for example, scarcity in donation, weak
institutional capacity, low level of self-sustainability, as well as the rising
competition for donor, volunteer, and public support (Buteau et al.,
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2014). These encounters present a major threat to NGO sustainability.
In addressing these matters, resource-based view (RBV) proposed
that an organization can utilize its internal resources (i.e., all assets,
capabilities, organizational processes, information and knowledge,
and others) in order to achieve a superior performance (Barney, 1991).
These resources include tangible resources (e.g., infrastructure asset
and capital), intangible resources (e.g., culture and knowledge) or a
combination of both. In this study, we emphasize on the intangible
resources, since a body of knowledge has recognized it as the basis
for sustainable competitive advantage (e.g., Dutta, 2015; Miller et al.,
2015). Unlike tangible resources, these resources are generally rare,
socially complex in nature, and potentially offer a distinct value for the
organization.

Thus, the main objective of the present study is to investigate the effect
of specific organizational intangible resources, which are organizational
culture and knowledge sharing on NGO effectiveness. In addition, this
study also proposes the potential mediation effect of knowledge sharing
towards the proposed relationship. These variables have been selected
due to their significant contribution in previous studies. For example,
according to a seminal paper by Denison and Mishra (1995), the topic
of culture and effectiveness are of importance in most organizational
studies. Besides that, Hall and Goody (2007) discovered that the
most significant obstacle to effective knowledge sharing is culture.
Moreover, scholars have also begun to recognize knowledge sharing
as an idiosyncratic variable that drives for organizational achievement
(Kim and Hancer, 2010; Mura et al., 2013). Although the significant
contribution of the study’s variables has been extensively deliberated,
most studies have a limited empirical basis and the majority can
typically be described as a conceptual basis (e.g., Herman and Renz,
2008; Ipe, 2003), which illustrates the lack of in-depth understanding
of these intangible resources. To date, much of the research on these
variables have been conducted in public and private organizations (e.g.,
Jainetal., 2015; Tangaraja et al., 2015) and the research on NGO is sparse.
Thirdly, literature within the Western world is extensive whereas the
literature in the Eastern world is inadequate (Andriessen and van de
Boom, 2007). This may lead to angst among Eastern researchers and
practitioners. Finally, many researches have only examined the direct
effect of these variables, which could limit our understanding on the
causal effect (e.g., Hogan and Coote, 2014; Wu et al., 2010; Mura et al.,
2013).

Recognizing these gaps, rather than hypothesizing a direct causal
relationship between organizational culture and NGO effectiveness, we
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introduce a mediational model that hypothesizes that organizational
culture influences knowledge sharing behavior, which in turn
influences NGO effectiveness. In this case, our study adds value to the
previous knowledge by showing the effect of organizational culture
dimension (i.e., trust, collaboration, and learning) and the role of
knowledge sharing in mediating the relationship between culture
and NGO effectiveness from the context of Malaysian third sector. In
the following sections, a literature review is conducted to clarify the
relationship between organizational culture, knowledge sharing, and
NGO effectiveness. In this section, we also present our hypotheses
and propose a research model. Then, the research methodology is
explained. Finally, the findings and results are discussed in terms of
theoretical and practical implications.

1.1 Literature Review
1.1.1 Organizational Culture and its Impact on NGO Effectiveness

Most empirical studies of organizational culture share similar
perspectives in describing culture. These include: 1) related to history
and tradition, 2) have some depth that is difficult to measure and
explain, 3) collective and shared within organizations, 4) primarily
having to do with meanings, understandings, beliefs, knowledge,
and other intangibles, and 5) holistic, intersubjective, and emotional
(Hofstede et al., 1990). With these unique characteristics, a body of
knowledge has believed that organizational culture is held to be the
most important resource of an organization, thereby facilitating the
organization’s achievement of its goals (e.g., Hogan and Coote, 2014;
Norliah et al., 2011). For example, according to a study conducted by
Wu et al. (2010), organization culture of team spirit and innovation has
positive effects on team effectiveness. This happens because culture can
direct organization members in accomplishing shared goals and also
facilitates the learning process. Furthermore, Wei et al.’s (2014) findings
have demonstrated that culture impacts market responsiveness, which
is important for fabricating superior performance. In a similar vein,
Yazici’s (2009) survey-based research on 86 project professionals from
various U.S. service and manufacturing organizations has revealed that
clan organizational culture (i.e., family-like, with a focus on mentoring,
nurturing, and doing things together) is the sole contributing factor
to project and performance. This study also shows that in order to
deal with project time, budget, and expectations issues, culture will
promote sharing, collaboration, and empowerment. Thus based on the
discussion, it is expected that:
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H1: Organizational culture significantly predicts NGO
effectiveness

1.1.2 Organizational Culture and its Impact on Knowledge Sharing

In consensus, previous studies have discovered that culture is a critical
driver of knowledge sharing (Suppiah and Sandhu, 2011; Al-Alawi
et al., 2007; Alrawi et al., 2013). De Long and Fahey (2000) identified
four ways on how organizational culture influences knowledge
behavior. These include: 1) culture defines assumptions about which
knowledge is important, 2) it creates the organizational context for
social interactions, 3) it mediates the relationships among individual,
group, and organizational knowledge, and 4) it impacts the adoption
and creation of new knowledge. Chang and Lin’s (2015) study has
discovered that organizational culture, such as result-oriented, tightly
controlled, job-oriented, closed system, and professional-oriented,
affects the intention for sharing knowledge. In return, effective
knowledge sharing offers a wide range of benefits such as improved
corporate efficiency, effectiveness, innovation, and customer service.
In addition, Shao et al.’s (2015) empirical results have suggested that
hierarchical culture that focuses on efficacy and uniformity is positively
related with employees’ explicit knowledge sharing. Finally, both
Wiewiora ef al.’s (2014) and Sandhu’s (2011) studies have found that
mutually reinforcing the effect of culture could shape tacit knowledge
sharing behaviors. Tacit knowledge (i.e.,, embedded in human mind,
experience, and skills) is regarded as being the most valuable type of
knowledge and lack of focus on tacit knowledge directly reduces the
organizational capability to innovate. Based on the discussion, culture
is assumed as the best soft aspect in promoting knowledge sharing
behavior, thus, it is expected that:

H2: Organizational culture significantly predicts knowledge
sharing

1.1.3 Knowledge Sharing and its Impact on NGO Effectiveness

Knowledge sharing can be defined as “a process where individuals
mutually exchange their tacit and explicit knowledge to create new
knowledge” (van den Hooff and de Ridder, 2004, p.119). Knowledge
sharing consists of two behaviors, which are knowledge donating and
knowledge collecting conversing knowledge (van den Hooff and de
Ridder, 2004). It is widely known that knowledge is the critical asset
to both individual and organization in order to succeed and gain
competitive advantage (Mura et al., 2013; Huang, 2013). Radaelli et
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al’s (2012) study for example, has provided evidence that employee
who share knowledge will engage more in creating, promoting, and
implementing innovations. This study also has revealed a link between
knowledge sharing behavior and innovative work behavior, which
could lead to organizational transformation. Next, Yang's (2007)
study among 499 participants across 9 international tourist hotels in
Taiwan has suggested that knowledge sharing would facilitate the
transformation of collective individual knowledge to organizational
knowledge and this would result in the advancement of organizational
learning and the enrichment of organizational effectiveness. Besides
that, Kim and Hancer’s (2010) findings have revealed that the knowledge
management resource inputs affect organizational effectiveness. These
inputs include information technology, incentive, and knowledge
sharing. In relation to the third sector, knowledge sharing is believed
to be the most important tool for managing project information and
knowledge (Reich et al., 2008). In a similar vein, Ragsdell et al. (2014)
stated that project effectiveness is achieved through knowledge sharing
because the exchange of know-how and expertise help in managing the
activities. Since knowledge sharing results in effectiveness, we posit
that:

H3: Knowledge sharing significantly predicts NGO effectiveness

1.1.4 Knowledge Sharing as Mediator

Despite the lack of studies in examining the effect of third variable,
some inspiring studies have discovered and proved the potential
mediation effect of knowledge sharing. For example, Zheng et al.
(2009) have proven the intermediary role of knowledge management
towards the relationships between organizational culture, structure,
strategy, and organizational effectiveness. Then, based on data from
270 employees of telecommunication sector of Pakistan, Waheed et al.,
(2013) study indicated that knowledge sharing mediates the impact
of information technology, organizational culture, teamwork, trust,
employee motivation to disseminate their knowledge on organizational
performance. Next, based on data collected from 228 respondents,
Tong et al. (2014) revealed that knowledge sharing plays an important
mediating role between organizational culture and job satisfaction. Job
satisfaction in return, can help to improve organizational effectiveness.
Finally, in exploring the extent to which knowledge sharing mediates
organizational cultural factors and knowledge management
effectiveness among Korean organizations, Moon and Lee’s (2014)
study shows that knowledge sharing plays a mediator role in the
effect of trust, collaboration, and learning on knowledge management
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effectiveness. As previously discussed, past studies have focused too
much on the examination of the variable within the context of private
and public organizations and only few researches have examined the
variables in the context of voluntary organization. Thus, based on the
discussion, this study proposes the following hypothesis:

H4: Knowledge sharing mediates the relationship between
organizational culture and NGO effectiveness.

Based on the literature review, there are three main variables in this
study. Using the mediation model, the conceptual model of this study
is presented in Figure 1.

MV

Knowledge Sharing

Donating Collecting

A way of transmitting An  individual  collects

knowledge to other employees intellectual capital by talking

who need that knowledge in the to other employees

organization

| Organizational Culture | NGO Effectiveness
Collaboration Trust External - The degree to which objectives are met

The degree to The degree to within budget constraints, overall goals are
which people in a which people in a attained, services are perceived as valuable,
group  actively group  actively funding is maintained and sufficient, and impact
help one another help one another on the served population
in their work in their work

Internal - Reflects organizational performance
indicators including: 1) goal clarity, 2) clarity of
program activities, 3) goal setting, 4) goal
determination, 5) communication, 6) change in
decision making, 7) interdependence, 8)
diversity of funding sources, and 9) long-term
decisions

Learning
The degree to >
which people in a
group  actively
help one another
in their work

Figure 1: Conceptual research model

20 METHODOLOGY
2.1 Participants

The target population of this study is employees of registered NGOs.
In our study, we only focus on the employees that represent registered
welfare and employment NGOs located in the Klang Valley area. This

14 ISSN: 1985-7012 Vol.8 No.2 July - December 2015



Mediation Effect of Knowledge Sharing: A Case Study of Malaysian NGO Culture and Effectiveness

area is selected due to the large number and active operation of NGO
(Registrar of Society, 2012). In approaching the participants, a self-
administered questionnaire and simple random sampling method were
used. We distributed 190 questionnaires to the employees of 19 NGOs
and the final number of valid response is 144(75.8 % of response rate).
The research participants included 55 (38.2%) males and 89 females
(61.8%); 84 (58.3%) were full-time staff and 60 (41.7%) were part-time
staff.

2.2 Instruments

To measure the variables of the study, we adopted and adapted
previous scale and literature (see Table 1). The Cronbach’s reliability for
the scales ranges from .62 to .70, indicating that they yield satisfactory
scores (Sekaran, 2000).

Table 1: Constructs of the study

Construct Dimension Item Scale Source
Organizational Culture Collaboration 5 1=Strongly Disagree Lee and Choi (2003)
to 5=Strongly Agree
Trust 6 1=Strongly Disagree Lee and Choi (2003)
to 5=Strongly Agree
Learning 5 1=Strongly Disagree Lee and Choi (2003)
to 5=Strongly Agree
Knowledge Sharing Knowledge 6 1=Strongly Disagree van den Hooff & de
Donating to 5=Strongly Agree Ridder (2004)
Knowledge 4 1=Strongly Disagree van den Hooff & de
Collecting to 5=Strongly Agree Ridder (2004)
NGO Effectiveness External 7 1=Never to 5=Always Espirito (2001) (as

Effectiveness

Internal

13

1=Poor to 4=Excellent

cited in Mussalam,
2011)

Espirito (2001) (as
cited in Mussalam,
2011)

Effectiveness

2.3 Data Analysis

Prior to testing the proposed model, the validity and normality need
to be fulfilled first. Then, a regression analysis was used to assess
the hypothesized model, which involves a set of causal hypotheses.
A mediation hypothesis can be represented by a diagram of a causal
model. As shown in Figure 3, basic direct effect of the effect of X
(independent variable) on Y (dependent variable) is known as path ¢’.
Then, the effect of X on M (mediating variable) is known as path a. The
final direct path is path b, which refers to the direct effect of M on Y.
Following to Baron and Kenny’ (1986) requirements, once these three
requirements were fulfilled (significant p-value); the researcher needs
to examine the model as together. Full mediation is where X no longer
affects Y after M has been controlled and so path ¢’ is insignificant
(p>.05). On the other hand, partial mediation is the case in which

ISSN: 1985-7012 Vol.8 No.2 July - December 2015 15



Journal of Human Capital Development

the path from X to Y is reduced but still significant (p<.05) when the
mediator is introduced. The strength of the indirect or mediated effect
is estimated by multiplying the ab path coefficients. The total path
relationships between X, M, and Y is known as path ¢ = (a x b) + ¢’
(Baron & Kenny, 1986).

Figure 2: Mediation model

Relating to our study, as shown in Figure 4, the first requirement to
be fulfilled is that organizational culture should significantly relate to
NGO effectiveness (Hypothesis 1). Secondly, organizational culture
must have significance on knowledge sharing (Hypothesis 2). Thirdly,
knowledge sharing must have significance on NGO effectiveness
(Hypothesis 3). Finally, when knowledge sharing is added to the
model, the standardized estimates of the path of organizational
culture to NGO effectiveness become insignificant (full mediation)
or may weaken before adding knowledge sharing (partial mediation)
(Hypothesis 4). After the model has been analyzed, we turn to the final
phase of analysis using Sobel test in order to test the significance of the
mediation effect (Sobel, 1982).

Table 2: Descriptive statistics, normality results, & correlations among

variable
Variable M SD Skewness  Kurtosis 1 2 3
1) OC 3.67 1.23 -1.16 0.19 1
2)KS 3.72 1.23 -1.21 0.04 617 1
3) EE 3.43 1.04 -1.58 0.20 507 61 1

Note. N=144; OC=Organizational Culture; KS=Knowledge Sharing; EE=NGO
Effectiveness, **Correlations is significant at the 0.01 level (two-tailed).
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3.2  Assessment of Hypothesized Model

Based on Table 3, before we include mediator within the model,
the results of regression analysis shown that the direct effect of
organizational culture ($=49, p<.001) and knowledge sharing
(f=0.52, p<.001) was significantly positive to NGO effectiveness.
Next, organizational culture (3=.61, p<.001) significantly influences
knowledge sharing behavior. Therefore, H1, H2, and H3 hypotheses
are supported. When we include knowledge sharing in the model,
the fourth and the fifth regression showed that the direct effect of
organizational culture to NGO effectiveness has reduced but is still
significant ($=.17, p<.05). Thus, H4 is accepted. Based on Baron and
Kenny’s (1986) assumptions, knowledge sharing has proven to be a
partial mediator between organizational culture and NGO effectiveness.
In other words, the findings appear to indicate that without knowledge
sharing, organizational culture still can play its own effect towards NGO
effectiveness. However, this effect is small (=.17, p<.05). By combining
knowledge sharing as a mediating variable, the effect of organizational
culture towards NGO effectiveness will be higher and more significant
(p=-49, p<.001). In explaining this mediation effect, the unit-free index
of strength of the mediated effect (the effect of organizational culture on
NGO effectiveness, through the mediating, knowledge sharing) is given
by the product of the standardized estimates of the path coefficients,
ab. For the standardized coefficients, this product = (.61 x .52) = .32. It
appears that partial mediation through knowledge sharing explains a
large part of the organizational culture on NGO effectiveness in this
hypothetical example.

Table 3: Hypothesized model results

Regression Path Unstandardized Standardized R?
Coefficients Beta
Beta Std. Error

OC = EE (¢’) (Before mediator was 49k .06 .50 25
included)

OC 2> KS (a) L1 HEE .07 .61 37
KS > EE (b) S .06 .61 38
OC = EE (¢’) (After mediator was A7* .07 .50 40
included)

OC +KS - EE (c) (H4) AQHAE .07 .50 40

Note. N=144; OC=Organizational Culture; KS=Knowledge Sharing; EE=NGO
Effectiveness, ***p<.001, *p<.05.
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Once the analysis was completed, the Sobel test was used to test
whether the mediation effect was statistically significant. The test
statistics for the Sobel test is 6.15, with an associated p-value of .00.
The fact that the observed p-value falls below the established alpha
level of .05 indicates that the association between the organizational
culture and NGO effectiveness is reduced significantly by the inclusion
of the mediator (i.e., knowledge sharing) in the model. To conclude our
findings, there is evidence of mediation. The final hypothesized model
is shown in Figure 5.

—— -

Knowledge
Donating

Knowledge
Collecting N

N
N\

\
\ ab (32) ***

a (.61)

\
I
|
b (.52) *** |
|

NGO

Effectiveness

Organizational
Culture

C (49) % ¢ (17)*

Collaboration

Trust

Learning

External
Effectiveness

Internal
Effectiveness

Direct Path —»

Indirect/ Mediation Path

————

Figure 4: Final model (partial mediation)

4.0 DISCUSSION

The findings of this study provide new insights to the present literature
since there is inadequate research regarding this topic especially in
the context of voluntary sector. The partial mediation of knowledge
sharing on organizational culture and NGO effectiveness unfolds
several relevant insights. Through examination of direct effect path,
it first confirms the importance of both organizational culture and
knowledge sharing that support NGO effectiveness. These results are
supported by previous studies such as Wei et al. (2014), Hogan and
Coote, (2014), Kim and Hancer (2010), and Mura et al. (2013). Secondly,
also as supported by previous studies (e.g., Wiewiora et al., 2014;
Suppiah and Sandhu, 2011; Al-Alawi et al., 2007; Alrawi et al., 2013),
organizational culture has been proven for supporting knowledge
sharing behavior as it encompasses elements of collaboration, trust,
and learning, which affect knowledge sharing. Finally, the mediation

18 ISSN: 1985-7012 Vol.8 No.2 July - December 2015



Mediation Effect of Knowledge Sharing: A Case Study of Malaysian NGO Culture and Effectiveness

provided by knowledge sharing provides a clear interpretation of how
organizational culture relates to NGO effectiveness through a causal
path model. This means that through knowledge sharing behavior,
NGO can enhance the impact of organizational culture towards NGO
effectiveness.

Based on the research findings, the following suggestion could be
considered by NGOs wishing to implement initiatives to promote
knowledge sharing. In order to promote active knowledge sharing
behavior, NGO needs to be alert with several organizational factors
known as knowledge governance. For example, Magnini (2008)
provides a comprehensive framework that can be used to foster
knowledge sharing. These include learning orientation, emotional
intelligence, agreeableness, job satisfaction, trust, cost, innovativeness,
and others. As strongly advised by previous studies, we also suggest
NGOs to create an environment that supports knowledge sharing.
Furthermore, there are certain HRM practices that can be effective in
supporting knowledge sharing behavior like employees’ collaborative
practices, reward systems, employee recognition, and others (Cabrera
and Cabrera, 2005). For example, according to a study conducted by
Gammelgaard (2007)on1,535respondents from 9 differentorganizations
localized in 4 different countries, employees prefer intrinsic motivation
or reward, such as acknowledgements and personal development, over
monetary incentives, which can encourage them to share knowledge.

From the technological viewpoint, several studies argued that new
emerging technologies may provide new opportunities to facilitate
knowledge sharing (Steininger et al., 2010). For example, United Nation
Development Programme (UNDP) has developed a subregional
resource facilities system (SURFs) in order to support knowledge
sharing among their staff. Through this system, staff can send
questions via phone, fax, or email to the regionally located SURFs, who
then submit the questions to other UNDP agencies around the world
(Kasper, 2007). Thus, the process of sharing knowledge occurs across
the organizational boundaries. In addition to above recommendations,
NGO also needs to provide necessary training for their staff because
knowledge sharing behavior requires sufficient interpersonal skill
(Hanipah et al., 2010). For example, Aziz’s (2010) study has revealed
that communication skills impact knowledge transfer of engineers in
SMEs. These skills include listening skills, seeking and giving feedback
abilities, understanding others abilities, influencing and relating
abilities, as well as oral and written skills. In addition to formal training
approach, NGOs may also involve learning by utilizing mentoring
approach or through job rotation process.
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5.0 CONCLUSION

From the lens of resource-based view (RBV), this study aims to improve
our understanding on why organization should utilize their internal
resources as it could contribute to the effectiveness of an organization.
Investigating and proving the mediating role of the knowledge sharing
inspires NGOs to inculcate their employees’ knowledge sharing
behavior as it lend its intervening function towards the relationship
between organizational culture and NGO effectiveness. As previously
discussed, this study also offers new academic contribution for
nonprofit literature since we investigate the variables in the context of
voluntary sector. Although this study presents substantial answers to
some unresolved issues in literature, the results should be interpreted
in light of its limitations.

First, the current study only focuses on employees of NGOs located in a
single area (Klang Valley) and we also focus only on registered welfare
and employment NGOs. Perhaps further research could be done to
expand the study throughout Malaysia or other countries and also
include various categories of NGOs. Secondly, using a cross-sectional
study also limits our knowledge on the causality effect and may not
provide definite information about cause-and-effect relationships.
Thus, we suggest future research to use a longitudinal study. This
will enable them to detect changes in the characteristics of the target
population. Finally, future studies may also improve the proposed
model by adding further variables that could more comprehensively
explain the mediating mechanisms through which organizational
culture is translated into NGO effectiveness. By doing this, the power
of the model could be increased.
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