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A B S T R A C T   

Increasing competition for scarce resources has required Non Profit and Voluntary Organizations (NPVOs) to 
focus on organizational competitiveness, whilst also addressing social goals. This article explores how NPVOs 
reconcile these demands through the adoption of innovative strategies. Drawing from three NPVO case orga-
nizations, we utilise an intellectual capital (IC) theoretical framework (comprising human, social and organi-
zational capital components) to explain the associated outcomes of approaches adopted and further 
understanding of how IC components interact. The interactions between capitals has received considerable ac-
ademic attention in both private and public sector contexts, but there is little attention given to these dynamics in 
the distinctive context of NPVOs. This article illuminates the varying dynamics between capital components in 
NPVOs and specifically identifies the compensatory role of social capital when deficiencies in other capitals exist, 
highlighting the risks of a ‘vicious cycle’ of outcomes when innovative strategies are adopted.   

1. Introduction 

Non Profit and Voluntary Organizations (NPVOs) traditionally focus 
on values of mutuality, cooperation and partnership in pursuit of a social 
cause. However, the marketization of public service delivery means 
many NPVOs now compete for public service contracts, donors, spon-
sors, clients / consumers, staff, and volunteers. To compete, NPVOs are 
required to embrace marketization, ‘professionalize’ management 
practices, and develop innovative strategies that enhance organizational 
value. Focus is placed on creating competitive advantage and generating 
sustainable income (Beaton, DeJordy and Foster, 2021, Laurett and 
Ferreira, 2018). This market oriented agenda framed by principles of 
New Public Management, is often difficult to reconcile with NPVOs’ 
values and social missions (Cunningham and James, 2009, Beaton et al, 
2021). Yet, managing the resulting tensions between ‘mission’ and 
‘market’, alongside economic uncertainty and changing stakeholder 
priorities, is critical to NPVOs’ survival (Best, Millar, McAdam and 
Moffett, 2021). There is currently insufficient theoretical understanding 
about the efficacy of NPVO strategies for managing these tensions, how 
they are perceived and experienced by stakeholders, and how 

organizational outcomes can be explained. We address this theoretical 
paucity by adopting a systematic combination and abductive logic 
methodology (Dubois and Gadde, 2002) alongside a framework of In-
tellectual Capital (IC), to make sense of the empirical data collected in 
three case studies of NPVOs. Through this approach, we develop new 
understanding about the emergence of unintended organizational out-
comes resulting from the implementation of innovative management 
strategies that are primarily designed to achieve competitive advantage. 

In this paper we view IC as a mid-level theory underpinned by the 
knowledge-based view of the firm and its conceptualisation of organi-
zations as institutions that integrate knowledge (Grant, 1996). IC is 
defined as the organization’s ability to leverage knowledge to create 
organizational value and is argued to be the main differentiating factor 
in sustaining competitive advantage (Youndt, Subramaniam and Snell, 
2004, Guthrie and Dumay, 2015). IC consists of three components; 1) 
human capital - the knowledge, skills and abilities of people, 2) social 
capital - the relationships among people, and 3) organizational capital - 
the processes and routines within organizations (Wright, Dunford and 
Snell, 2001, p.716). The IC framework accounts for the value of the 
combined strength of these capitals working in a complementary 
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manner (Subramaniam and Youndt, 2005). When considering NPVOs’ 
market position in service delivery, it is the deep knowledge about their 
service users and their related values and capabilities for innovative, 
responsive, flexible, and low cost service delivery that are most sought 
by funders (e.g. the commissioners of public services). Thus IC provides 
a useful lens for understanding how NPVOs leverage this knowledge for 
competitive advantage. We use the IC framework’s multi-dimensional 
perspective to extend understanding of, and provide a more critical 
perspective on, how NPVOs optimise the breadth of their knowledge 
resources to address the tensions between sustaining competitiveness 
whilst staying true to the social goals and mission of the organization. 
Thus the research questions addressed in this paper are:  

1. What innovative strategies do NPVOs adopt to remain competitive 
whilst meeting their social goals, and how are these deployed?  

2. How are the outcomes of the strategies adopted by NPVOs perceived 
by stakeholders?  

3. How can the IC framework, encompassing interrelated sources of 
human, social, and organizational capital, explain these outcomes in 
NPVOs? 

The paper first introduces the concept and components of intellectual 
capital and how they interact. The second section analyses how the 
interaction of these capitals manifest in NPVOs. The third section pre-
sents the case study methodology. The fourth presents the findings and 
an analysis of strategies the NPVO case studies employed to enhance 
their competitiveness and organizational value. The fifth section dis-
cusses the findings across the cases providing novel insight into how 
components of IC interact within these NPVOs. In the concluding sec-
tion, we highlight our contribution to intellectual capital theory with 
particular focus on the role of social capital in sustaining organizational 
performance and competitive advantage of NPVOs. Finally, we highlight 
the implications of these findings for NPVOs navigating the competitive 
funding environment. 

2. Disaggregating the terms of intellectual capital 

Research on IC is positioned in many fields including general man-
agement, strategy, innovation management, operations management, 
marketing, economics, and finance. It is most significant in the ac-
counting field (Serenko & Bontis, 2013) where dominant questions 
concern how best to identify, measure and report the knowledge re-
sources that contribute to IC (Guthrie et al, 2012, Bellucci, Marxi, 
Orlando and Ciampi, 2021; Dabić, Vlačić, Scuotto, & Warkentin, 2021). 
Rather than focusing on an accounting oriented perspective of IC, crit-
ical perspectives drawing from the knowledge-based view of the firm 
suggest that better understanding is needed of how organizational value 
is created through the interaction of the knowledge resources that make 
up IC. Of particular interest is how this process may differ across orga-
nizational and industry contexts, including that of NPVOs (Dumay et al, 
2020). In line with Youndt et al (2004)’s framework, this article is 
specifically interested in the value creation process and how components 
of IC interact and combine to produce knowledge and further im-
provements in organizational performance (Bontis, 1998). We disag-
gregate key elements of the IC framework below: 

Human Capital: Human capital constructs include consideration of 
both the knowledge and skills of individuals (Becker, 1993) and the 
aggregate combination and interdependencies of employees’ knowledge 
and skills (Wright and McMahan, 2011, Ployhart, Nyberg, Reilly and 
Maltarich, 2014). Nyberg and Wright (2015) argue that it is important 
theoretically and empirically to distinguish the individual level as 
‘human capital’ (as originally defined by Becker; 1964, 1993) and unit- 
level constructs as ‘human capital resources’ (HCRs) (Ployhart et al., 
2014). The multi-level focus of ‘human capital resources’ arguably offers 
a more strategic view of the management of human capital and its links 
to organizational performance (Crocker and Eckardt, 2014). Therefore, 

we adopt the term human capital resources defined as the individual or 
unit-level collective capacities based on individual KSAOs (knowledge, 
skills, attitudes and other characteristics) that contribute towards 
competitive advantage (Ployhart et al, 2014). There is often a distinction 
between firm specific and generic human capital (Lepak and Snell, 
1999). Generic human capital is easily transferable across firms while 
firm-specific human capital (knowledge and skills unique to the firm) is 
considered more valuable to an organization’s competitiveness (Swart, 
2006). 

Social Capital: HCRs cannot be understood fully without considering 
how knowledge development is embedded within the social context of 
organizations. Social capital denotes the actual and potential resources 
embedded within, available through and derived from an individual’s or 
social unit’s network of relationships, that can be used to create some-
thing of value (Cabello-Medina et al, 2011, p. 820). Social capital is 
concerned with building trust and sociability among organizational 
members (Andrews, 2010) and can be analysed in terms of intra- and 
inter-organizational relationships. Social capital comprises three di-
mensions of structural, relational and cognitive embeddedness: the 
structural dimension relates to the structure of networks and determines 
whom each person maintain contacts with; the relational dimension 
focuses on the quality of these relationships and the cognitive dimension 
represents the extent to which employees possess a common language 
and shared narratives (Nahapiet and Ghoshal, 1998). 

A range of benefits for organizational performance are associated 
with social capital: for example, information flows and knowledge 
sharing are improved (Coleman, 1988). Reputation and influence are 
built up and collective action is encouraged to advance group benefits 
(Adler and Kwon, 2002). Where trust and sociability is abundant, social 
processes emerge to encourage positive employee behaviour (Nelson, 
1989). Social capital thus augments existing knowledge with new 
knowledge embedded within internal and external relationships and 
facilitates the sharing of ideas across the organization and beyond. 

Organizational Capital: Organizational capital is often described as 
the supportive infrastructure of human capital but there is little 
consensus over its definition. Following a review of the literature Miles 
and Van Clieaf (2017, p. 56) define organizational capital as the 
‘extraordinary value created and realized when the transformation fac-
tors of value creation (i.e., leadership, strategy, and organizational 
design) create a synergistic sequencing of events that allows for optimal 
resource orchestration’. It performs several interrelated functions that 
link organizational resources together into an efficient process that re-
duces transaction time, creates procedural innovativeness and facilitates 
access to information and knowledge (Youndt and Snell, 2004). 

3. Interaction of IC subcomponents 

IC denotes a unique and complementary combination of human, 
social and organizational assets where the value embedded in one 
component can leverage the value of other components. The combina-
tion of components thus results in a distinctive resource that enhances 
organizational performance (Albertini, 2016). Synergy occurs when 
each capital works optimally in combination, and a virtuous circle, or 
optimal ‘knowledge trajectory’, is created improving organizational 
performance (Youndt et al, 2004). While the centrality of each capital in 
the interrelation of subcomponents of IC and the implications for 
creating organizational value continues to be debated, it remains 
important in the IC literature because of its potential to guide practi-
tioners’ efforts to optimise organizational performance (Andreeva, 
Gararina, Sáenz, Aramburu and Kianto, 2021). For example, whereas 
Youndt et al (2004) found that organizations primarily focus on one or 
two capital components, Albertini (2016, p. 895) suggests that senior 
managers focus on all three IC dimensions, combining them as necessary 
to maintain or improve competitive advantage. Albertini (2016) found 
that human capital interacts more weakly with other IC components 
while organizational and social capital are more deeply interrelated. In 
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contrast, McDowell, Peake, Coder and Harris (2018)’s study of SMEs 
found that identifying human capital and creating internal processes 
that develop organizational capital are key to improved performance. 
However, they did not find any significant effect for social capital (2018, 
p. 325). Surveying organizations across industries, Youndt and Snell 
(2004) found organizational capital to be a weak predictor of organi-
zational performance suggesting that acquisition of human capital is the 
driving force behind organizational capital development. This expla-
nation is supported in Kianto, Sáenz and Aramburu’s (2017) examina-
tion of the interplay between the three components of IC in 180 Spanish 
organizations. This study finds that human capital is an antecedent of 
both organizational capital and social capital. Similarly, Yang and Lin 
(2009)’s research in Taiwan’s Healthcare sector identifies organiza-
tional capital’s importance for explaining organizational performance 
suggesting that various HRM practices have a manifest effect on orga-
nizational capital. 

Contrary to McDowell et al (2018), Subramaniam and Youndt (2005) 
found social capital had significant effect on innovative capability and 
no effect for human capital. Nevertheless the interaction between 
human capital and social capital was found to be significant. Human 
capital appeared a key factor for innovation outcomes only when levels 
of social capital were also high. McDowell et al (2018)’s comparison of 
studies on intellectual capital lead them to suggest the existence of an 
underlying substitution or compensation effect between components 
and called for further research to address the ambiguity. 

These diverse findings may be partially explained by the changing 
economic and contextual conditions in which the research was con-
ducted. The synthesis of findings suggest that intellectual capital pro-
files, and how components interact, evolve across organizations and 
differ according to organizational context (Andreeva et al. 2021; Youndt 
et al., 2004). Thus a contingency approach to the design of organiza-
tional interventions that enhance sources of IC while aligning with 
organizational contexts therefore seems paramount. In recent years, the 
voluntary sector has invested significantly in developing sources of 
human, social and organization capital in response to an increasingly 
challenging economic and social environment. However, we suggest 
that the NPVO sector context creates particular challenges that may 
disturb how effectively human, social and organizational capital interact 
to produce synergy and improve the outcomes of intellectual capital. In 
the following section we explore how the influence of other stakeholders 
may create conditions for dis-synergies across the components of IC that 
skew the intended gains from investing in its capital resources. 

4. Intellectual capital and the context of voluntary sector 
organizations 

Understanding, assessing and prioritizing the needs, expectations 
and interests of organization stakeholders is fundamental to strategy 
development. NPVOs’ main stakeholder groups include, funders, 
service-users/ beneficiaries, and NPVO managers/ employees and vol-
unteers. These stakeholders often have conflicting expectations and 
varying power and influence. This can create challenges for strategy 
development and implementation and may have unintended outcomes. 
The following sections discuss the potential dis-synergies that can arise 
in a system of intellectual capital components when NPVOs respond to 
various stakeholder influences. 

4.1. Human capital in the voluntary sector 

Human capital has been deemed one of the NPVO sector’s most 
valuable assets. The sector’s knowledge and understanding of society’s 
needs and the intrinsic motivation, commitment and values of its 
workforce (including volunteers) creates a unique resource not easily 
replicated in other sectors (Ridder and McCandless, 2010). These 
characteristics suggest NPVOs traditionally have an abundance of firm- 
specific human capital: employees have unique knowledge about their 

service-users and can design and deliver services that address person-
alised needs. It is precisely these distinctive characteristics that 
encourage public policy makers to involve the NPVO sector more widely 
in public service delivery (National Audit Office, 2021). However, these 
characteristics create both opportunities and challenges for NPVOs. 
Formalized partnerships with statutory bodies and other NPVOs have 
provided some opportunities for cross-pollination of knowledge and 
skills across sectors, advancing human capital in both NPVOs and public 
sector agencies. However, the prevalent use of performance driven 
procurement contracts has also created issues for concern. Knowledge 
and skills shortages, particularly for dealing with changes to policy and 
funding have been identified as a sector-wide human capital issue 
(Venter & Sung, 2009). 

In response, NPVOs have made considerable investments in human 
capital, attracting and developing a capable workforce and creating a 
more professional managerial environment for the delivery of their 
mission and values (Parry, Kelliher, Mills and Tyson, 2005). NPVOs are 
paying increasing attention to the development of management 
knowledge and skills in HRM and operations (Cunningham, 2010b, 
Kelliher & Parry, 2011, Ridder, Baluch and Piening, 2012, Dart, 2004). 
Yet significant challenges remain in responding to the sector’s changing 
environment and reconciling the interests of diverse stakeholders. For 
example, NPVOs may invest in human capital to ensure they are 
equipped to meet statutory funders’ contractual requirements and 
deliver services in ways that meet demands for efficiency and account-
ability. Cunningham (2010b) highlights the importance to NPVOs of 
developing skills required to fulfil contracts with statutory funders. 
Indeed, evidencing that the NPVO has the necessary skills adds legiti-
macy in the eyes of funders and regulators, and many funders oblige 
NPVOs to introduce ‘best practice’ in their approach to training. How-
ever, funders are often unwilling to include training and development 
costs in contracts. This leaves NPVOs to absorb these costs themselves 
whilst simultaneously needing to avoid donors and beneficiaries 
believing disproportionate spending is allocated to administration, staff 
development and internal communication rather than the core mission 
(Cunningham, 1999). 

Atkinson and Lucas (2013) suggest that an emphasis is placed on 
NPVOs’ employees obtaining mandatory qualifications as a requirement 
of public sector contracts and industry regulation. They question the 
effectiveness of this regulation in achieving its aims of enhancing the 
quality of services. Similar concerns are echoed by many NPVOs, who 
argue that their services’ value and quality are not enhanced by 
mandated training and cannot be measured by traditional or ‘hard’ 
performance parameters used within the public sector. Thus, NPVOs are 
continually challenged in demonstrating to funders, evidence of their 
values-led human capital and its performance achievements (Manville 
and Broad, 2013). 

From the NPVO’s perspective, value-led performance achievements 
are informed by how well the needs of service-users are addressed and 
how well the NPVO meets their moral and philosophical principles when 
delivering services. A cornerstone of a NPVO’s human capital strategy 
may be to develop workforce knowledge, skills and competencies in line 
with new services that respond to changing service-user needs. How-
ever, problems arise when there is little opportunity to fund such ser-
vices or where the need and desired outcomes are not recognised in 
performance targets set by funders. Thus, human capital strategy in 
NPVOs is often constrained by the influence and power of public sector 
funders. 

4.2. Social capital in the NPVO sector 

Onyx and Bullen (2000) argue that the conditions for social capital 
are most prevalent in the NPVO sector. The NPVO sector has been 
suggested to be the epitome of social capital in action (King 2004, p. 
483). Relationships in NPVOs are characterized by high levels of 
mutuality and trust (Kelliher and Parry, 2011) and consequently social 
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capital is perceived to be abundant in the sector. In comparison to 
workers in other sectors, employees and volunteers are reported to 
exude greater organizational loyalty and commitment towards the 
common purpose of achieving the charitable mission (Baluch and Rid-
der, 2020). NPVO’s social capital is further enhanced by the employees’ 
and volunteers’ propensity to define their identity through their work 
(Cunningham, 2010a). Given these characteristics, relationships in the 
voluntary sector are reported to be traditionally collaborative, through 
which knowledge and learning is shared (Milbourne, 2009). However, 
when strategy development is perceived to be heavily influenced by 
funders, unintended outcomes for a NPVO’s social capital may emerge. 
Trust between management and workers about the direction of the 
NPVO may begin to break down and ultimately NPVOs may be accused 
of ‘mission drift’ (Rees, Mullins and Bovaird, 2012). Such scenarios have 
important implications for NPVO’s social capital particularly in relation 
to the commitment and loyalty of employees, whose shared identity may 
be tied to the organization’s charitable values and objectives (Venter, 
Currie, & McCracken, 2019). 

4.3. Organizational capital in the NPVO sector 

Traditionally, organizations in the NPVO sector have adopted 
informal management structures and processes to deliver their chari-
table mission. The sector has experimented with organizational struc-
tures and processes, promoting a ‘third way’ for organizations, that is 
neither aligned to the private or public sector (Leiter, 2013). However, 
the NPVO sector’s changing environment has resulted in more formal 
organization governance and the adoption of managerial practices more 
commonly found in other sectors. To gain support and legitimacy in 
marketised contractual conditions NPVOs are required to comply with 
institutional rules and requirements and incorporate practices and 
procedures defined by prevailing rationalized conceptions of work or-
ganization adopted by their funders (Eikenberry and Kluver, 2004). For 
example, the adoption of performance management practices, specific 
internal reporting processes and information systems are required to 
comply with funders’ demands. However debate continues about the 
appropriateness of what is actually measured in relation to outcomes 
deemed important for service users (Buckingham and Rees, 2017). 

For example, to respond to the increasingly competitive environ-
ment, some NPVOs operating under public sector contracts attempt to 
reduce costs by adopting employment structures characterized by 
greater standardisation, casualization and short termism. As a conse-
quence of such employment models employees often work in more 
fragmented and isolated ways. This often reduces opportunities for 
developing the quality relationships critical for social capital. Greater 
fragmentation of work also limits the sharing of learning that is critical 
for human capital (Cunningham, Baines and Charlesworth, 2014; Bor-
nay-Barrachina, López-Cabrales and Valle-Cabrera, 2017). Thus the 
funding environment in which NPVOs operate has a powerful influence 
on how organizational capital is developed. Where NPVOs are obligated 
to adopt conventions, structures and processes deemed important to 
funders, the manner in which human and social capital are deployed 
may increasingly deviate from their traditional approach. 

5. Methods 

To address the aim of this study, the methodology adopted draws 
from systematic combining and abductive logic approaches (Dubois and 
Gadde, 2002) applied to a multi-case study design. This approach 
manifests in a process of matching theory and the empirical reality, and 
redirecting empirical efforts in response to further theoretical explora-
tion. Thus we used a data driven approach that takes cognisance of the 
most appropriate theory. This approach comprises four elements, each 
informing another in an interactive fashion that allows the ‘continuous 
movement between the empirical world and a model world’ (Dubois and 
Gadde, 2002, p. 560). The elements include 1) using a case study 

approach 2) an iteration of the analytical framework 3) the data 
collection and analysis approach and 4) refining and developing theory. 

5.1. Case study approach 

A case study approach was appropriate to address the research aims 
because the development of strategy rests upon understanding complex 
contextual variables unique to each NPVO. To understand why decisions 
about strategy are made, it is necessary to dive deep into the unique 
characteristics of each NPVO which only a case study approach can 
allow. Departing from Dubois and Gadde’s approach, a multiple case 
study (instead of a single case) approach was adopted to enhance the 
depth and richness of data on institutional issues experienced by NPVOs. 
A process of cross case analysis thereafter identifies common themes and 
patterns providing a stronger base for theory development (Eisenhardt, 
1989, Yin, 2009). A strategy of theoretical replication (Ridder, 2017, 
Yin, 2009) was employed that accounted for the different institutional 
contexts of NPVOs. 

To sample appropriate case studies, we consulted with NPVO um-
brella organizations in the UK, to develop a population sample list of 
possible case study organizations. The list was filtered using the 
following criteria: NPVOs that delivered social care services, had more 
than 50 workers, were largely funded by statutory bodies, and produced 
publicly available annual reports. From this list, we reviewed the annual 
reports to ascertain how the NPVOs were responding to the funding 
environment and to identify any innovative strategies that were 
employed. To complement this exercise, our preliminary interviews 
with umbrella organizations allowed us to identify the various funding 
structures and the possible implications for strategy development in 
NPVOs. This exercise identified that innovations adopted were mostly 
focused on human resource development (HRD). Drawing from this 
information, a list of organizations was determined from which the final 
sample was selected using theoretical replication. Given our interest in 
how the funding environment informed strategy development, we 
selected one organization with a narrow focus for service delivery and 
limited options for funding (IndependenceCare). Second, we selected an 
organization offering a broad range of services and funding options 
(BetterLifeCare). Third, we selected an organization that was reconsi-
dering their service provision and seeking to diversify funding options to 
remain sustainable (SupportCare). Through this theoretical replication 
approach, we sought to understand how different funding and organi-
zational contexts impact on strategy decisions in NPVOs, how the de-
cisions are perceived and experienced and how outcomes can be 
explained. 

Details of the case studies, BetterLifeCare, IndependenceCare and 
SupportCare (pseudonyms) are shown in Table 1. BetterLifeCare pro-
vides a range of services aimed at improving the lives of people with 
disabilities, reducing their isolation and facilitating social inclusion. 
Independence Care delivers a range of homecare services for older 
people, dependent adults and children and their families. SupportCare 
delivers a range of services to support and enhance the lives of in-
dividuals and communities affected by HIV. 

5.2. Iteration of analytical framework 

The systematic combining approach is ‘a non-linear, path dependent 
process of combining efforts with the ultimate objective of matching 
theory and reality’ (Dubois and Gadde, 2002, p. 556). Therefore we 
engaged in iterative analysis that resulted in the identification of new 
analytical frameworks. For data collection, the original analytical 
framework adopted from the outset of the research explored innovations 
in HRD strategies employed by NPVOs in response to challenging 
funding environments. This involved drawing from HRD theory to 
examine these strategies, using the framework of Strategic HRD systems 
(McCracken & Wallace, 2000) but with particular focus on the context of 
inter-organizational relationships for the delivery of public services. In 
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line with Dubois and Gadde (2002)’s approach, as the study progressed 
and new insights emerged, the authors engaged in a period of reflection 
as advised by (Bazeley, 2013: 14). We returned to the literature to 
explore other theories that would explain emerging findings, the result 
of which was the identification of Intellectual Capital theory. This 
informed the revision of our analytical framework, ensuring that the 
concepts of human, social and organizational capital were addressed in 
further empirical data collection and analysis. 

5.3. Data collection and analysis 

The research sought to gain insight into the NPVOs’ strategies and 
how they were perceived by various stakeholders within the organiza-
tions. Therefore, data collection focused not only on management per-
ceptions and explanations about the intent of the strategy design, but 
also how these strategies were implemented, and how they were expe-
rienced by other organizational members. A range of semi-structured 
interviews and focus groups were conducted in each case (18 in-
terviews and 7 focus groups - See Table 1). Interviews were held with 
senior managers to glean information on the organization’s contextual 
background, its involvement in delivering public services under con-
tract, HRD strategies and how they were informed by wider organiza-
tional strategies, and the challenges and opportunities for how they were 
implemented. HR professionals and other management personnel (as 
appropriate) were interviewed to understand HRD strategies across the 
NPVOs’ services. Interviews with management followed an interview 

protocol agreed amongst the research team. Focus groups were held 
with front line employees and volunteers (where appropriate) to gain 
insight into skill development and other outcomes associated with the 
strategies employed. A focus group protocol was closely followed. 
Finally, documentary analysis of organizational, governmental and 
third-party reports was undertaken to add richness to the analysis and 
validate interview data through a process of triangulation. Eighteen 
interviews were undertaken with CEOs, Directors and Senior Managers 
and seven focus groups were conducted with 31 paid workers and 4 
volunteers. Participants were sampled to ensure representation from 
different levels of the organizations and different service areas, thereby 
ensuring that the diversity of data was stretched as far as possible within 
each case (Glaser and Strauss, 1967, p.61). The sample was female 
dominated reflecting the sub sector’s workforce (24 females and 7 
males). Interviews and focus groups were recorded and transcribed 
verbatim resulting in 350 pages of text. 

As data collection progressed the data were coded, categorised, and 
managed using the HRD analytical framework. We used Gibbs’ (2002) 
analysis approach which advises a three stage coding process: (1) 
opening coding to identify relevant themes; (2) axial coding to refine the 
themes; and, (3) selective coding which links themes together and en-
ables a story to be told. To enhance the reliability and validity of the data 
analysis all three authors independently coded interview and focus 
group data using an agreed coding scheme and then met to check for 
consistency. We continued to analyse emerging data, returning to the 
literature to make sense of it through new theoretical insights and using 
this to adapt the analytical framework and coding scheme as the 
research progressed. For example, focus groups with front line staff 
revealed tensions around values and relationships. This theme was 
subsequently explored in the ongoing analysis and incorporated into the 
analytical framework guiding further interviews with managers. This 
reflects the importance of responding to ‘active data’ both discovered 
and unanticipated findings, (as opposed to passive data which the 
researcher sets out to find). This contributes to ongoing development of 
the analytical framework, triggering the search for further comple-
mentary theoretical concepts (Dubois and Gadde, 2002,p. 557) and ul-
timately identifying IC as most useful. 

During the analysis we engaged in a process of “making codes” 
(Locke, Feldman, & Golden-Biddle, 2022) where authors worked 
side-by-side to re-engage with selective coding by reviewing and 
re-sorting data into categories reflective of the IC framework and iden-
tifying linkages in the data. This also involved a series of interpretative 
discussions between the authors, both during and after initial coding to 
allow us to identify key “coding moments” in our informal, regular 
conversations surrounding Human Capital in these organizations. 

5.4. Theory refinement and development 

Having identified Intellectual Capital as an appropriate theory to 
make sense of the emerging findings, we returned to the data to identify 
gaps between IC theory and how it is applied to the context of NPVOs. 
From this analysis we determined novel insights about the inter- 
relationship between IC components in NPVOs, leading to the contri-
bution of this paper as further explained in the following section. 

6. Findings 

We present below an analysis of the strategies each NPO deployed to 
sustain competitiveness within a difficult funding environment. 

6.1. BetterlifeCare: organization strategy and outcomes 

BetterlifeCare pursued a strategy designed to proactively generate 
and attract funding based on innovation. Through inclusive initiatives 
that encouraged employees and service users to share ideas for service 
enhancement, BetterlifeCare was able to use its bespoke knowledge of 

Table 1 
Case study organizations.   

BetterlifeCare IndependenceCare SupportCare 

Context Broad mission. Narrow mission. Narrow mission.  

Funding Multiple funding 
sources 
(high levels of 
autonomy/ 
independence). 

‘Spot purchase 
contracts’. Reliance on 
unpredictable single 
source funding  
(limited autonomy/ 
independence). 

Increasing 
diversification of 
funding streams 
(some 
autonomy). 

Management Sophisticated 
management 
practices strongly 
influenced by core 
values and 
relationship 
orientation. 

Less sophisticated 
management practices, 
task focused. 

Management 
focus on 
efficiency. 
Burgeoning 
innovation re: 
service 
provision. 

Culture Strong innovative, 
team based, 
democratic 
culture. 
Highly visible 
leadership. 

Limited innovation 
and diversification of 
services. Dispersed and 
isolated workforce  
(fragmented culture). 

Strong 
communal 
culture (‘all in it 
together’). 
Growing 
volunteer 
presence.  

Management 
Interviews 

Chief Executive 
Head of 
Organisation and 
Service 
Development 
4 × Heads of 
Services 
HR Manager 
(7 interviews) 

Deputy Chief 
Executive 
Director of HR and 
Quality 
Family Carer Training 
Manager 
2 × Operational 
Manager 
(5 Interviews, 1 repeat 
interview) 

Chief Executive 
2 × Directors 
3 × Heads of 
Services 
(5 Interviews) 

Focus Groups  Brain Injury Team 
Children Services 
Team 
Living Options 
Managers 
(3 focus groups 
involving between 4 
and 12 
participants) 

Domiciliary Care 
Workers 
Automated Peritoneal 
Dialysis (APD) Skilled 
Care workers 
(2 focus groups 
involving between 8 and 
10 participants) 

Service delivery 
co-ordinators 
Volunteers 
(2 focus groups 
involving between 
8 and 10 
participants)  
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service users’ complex needs to deliver a range of innovative services. 
Sophisticated performance management systems were enacted using a 
balanced score card approach and HRD initiatives designed to 
encourage creativity and positive leadership. High levels of innovative 
capacity, combined with lobbying funders, enabled BetterlifeCare to 
influence commissioners and funders in ways aligned to the organiza-
tional mission. The CEO commented: 

“The focus is really on the model of practice and our user-led 
approach.…. Our job really is to shift the commissioning … by 
developing innovative models that people can say, well actually this 
is a better way of doing things, and then we contract to provide the 
service”. 

Ultimately, BetterlifeCare secured funding to remain financially 
sustainable, protect jobs, invest in staff and retain valuable human 
capital resources, whilst also avoiding mission drift. Insights gained 
from management and front-line staff indicated that BetterlifeCare was 
able to effectively leverage value in a complementary way (for the most 
part) from its human capital resources, and its social and organizational 
capital. A focus on developing excellent leadership skills at all levels was 
the root of this complementarity: 

“We have a requirement for all managers to be registered to the level 
5 in leadership and healthcare, but we are actually driving it down 
through the organization. For two reasons, one to really build a whole 
culture that’s focused on leadership within healthcare and alignment to, 
obviously quality standards, and second - succession planning, building 
skills across the piece” (CEO, BetterLifeCare). 

6.2. BetterlifeCare: interaction of capitals 

As depicted in Fig. 1, the analysis of data revealed that the interac-
tion of human capital resources and organizational capital in Betterli-
feCare was complementary and re-enforcing, allowing the opportunity 
for organizational performance to be continually enhanced. Having 
highly qualified managers with experience and knowledge enabled the 

implementation of sophisticated managerial practices which went 
beyond regulation. For example, BetterlifeCare’s balanced scorecard 
approach to performance management aligned activities to the organi-
zation’s core mission and drove the monitoring and evaluation of key 
objectives and priorities. Routines and processes put in place further 
perpetuated development of HCR by generating effective communica-
tion and consultation systems alongside appropriate opportunities for 
developing and enhancing employee skills. Aligning these activities to 
organizational priorities helped prevent mission drift. 

Similarly, the interaction between human capital resources and so-
cial capital was also complementary and re-enforcing. The shared values 
and commitment characterizing relationships amongst BetterlifeCare 
staff and service users, enabled the development of human capital re-
sources under a shared narrative described as the ‘BetterlifeCare way of 
doing things’. Generic skills, (e.g. in leadership) alongside clinical skills 
(e.g. Percutaneous Endoscopic Gastrostomy and brain injury) became 
more valuable and firm specific when developed and used in ways that 
incorporated the BetterlifeCare way of doing things, which centred on 
meeting service users’ personalized needs. Generic HCR skills, when 
embedded within high levels of BetterlifeCare’s social capital, became 
more firm-specific enabling BetterlifeCare to stand apart from other 
service providers when competing for funding. Investment in custom-
ized leadership training supported what was seen as authentic, values- 
led leadership and created feelings of empowerment, trust and respect 
amongst employees. This enabled more effective communication and 
ultimately better knowledge sharing. Thus, the actions of Betterlife-
Care’s leadership further illustrate how human capital resources 
strengthened social capital. 

Although in BetterLifeCare the interaction of social capital and 
organizational capital was complementary and re-enforcing, it was 
evident that relational challenges existed at various levels across 
stakeholders. At the intra-organizational level, social capital from good 
communication and consultation systems, alongside the structure and 
colocation of teams, enhanced knowledge sharing capabilities. These 
systems and practices empowered staff’s creation of innovative services 
that strengthened the organization’s innovative capacity. This 

Fig. 1. Interaction of capitals in each case study.  
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supportive environment helped staff deal with inter-organizational 
challenges more effectively, particularly as the sources of social capi-
tal at this level were less abundant. For example, tensions arose between 
BetterlifeCare Staff and National Health Service (NHS) staff over regu-
latory requirements governing inter-organizational relationships. Reg-
ulations required compliance with statutory conditions that some 
BetterlifeCare staff felt added little value for service users and left staff 
feeling undervalued by NHS and allied healthcare professionals. For 
example, during one of the focus groups with brain injury care workers, 
one highly experienced participant illustrated how this dynamic could 
compromise the intra-organizational empowerment, trust and respect 
that had been built up by BetterlifeCare: 

‘Trust me, … I have to say this was proper patronizing … one of the 
competencies needed signed off basically was I capable of using a 
photocopier, so I was sitting expecting this person to just sign off, no 
no no [sarcastically], I had to be followed up to the photocopier and 
somebody stood and watched me use it, and I was going home to 
hand in my notice, I just thought I can’t actually believe this”. 

Ultimately such situations could adversely affect BetterlifeCare’s 
sources of social capital but we found the sense of identity and 
empowerment that the ‘BetterlifeCare way of doing things’ gave em-
ployees meant they appeared willing to tolerate such inter- 
organizational governance relationships. 

6.3. SupportCare: organization strategy and outcomes 

SupportCare were in a precarious position and immediate survival 
and sustainability was central to their organizational strategy. In pre-
vious years they had become heavily dependent on statutory funding. To 
address this vulnerability, they sought to broaden funding streams while 
remaining focused on their mission of supporting communities and in-
dividuals with or affected by HIV. Although moving into more general 
sexual health was considered as a means of expanding funding avenues, 
SupportCare resisted diverging from their original mission. However, as 
funding became increasingly scarce and competitive, SupportCare 
sought to deliver ‘more and more’ with ‘less and less’ resource (service 
delivery co-ordinators focus group). This resulted in cutting their paid 
workforce through two rounds of redundancy to survive. To ‘plug the 
gaps’ (service delivery co-ordinators focus group), SupportCare’s strat-
egy was to use on-the-job training to develop a more flexible, multi- 
skilled workforce. SupportCare’s flat hierarchy and shared belief in 
‘working together towards a goal’ (CEO SupportCare) enabled them to 
draw on skills in an ad-hoc way. For example, if it emerged that an in-
dividual had much needed IT skills they would be called on to assist in 
multiple areas. 

Doing more with less was also achieved through SupportCare’s 
strategy towards greater integration of volunteers in delivering core 
services. The role of volunteers was critical in enabling SupportCare to 
reduce paid positions while retaining the depth of knowledge and 
expertise around the needs of individuals and communities affected by 
HIV. Volunteers became more involved in most areas of service delivery, 
contributing significantly to the hours of service delivered. This resulted 
in paid staff becoming increasingly involved in the management and 
training of volunteers working in their areas. 

As volunteers became more critical to organizational sustainability a 
more strategic approach was taken to volunteer recruitment. While 
previously SupportCare would provide volunteering opportunities to 
anyone expressing an interest, management were increasingly aware of 
the need to recruit volunteers with scarce skills they currently lacked 
thus adding value to organizational activities. However, skills gaps 
remained, particularly professional knowledge and skills such as public 
relations, marketing, finance and fundraising, perceived as essential for 
operating in an increasingly business-like context. New roles in these 
areas were created to enable SupportCare greater influence in shaping 
the funding agenda in HIV prevention and support. 

There was significant work intensification for remaining paid staff 
and volunteers. Staff increasingly worked in all areas of the organization 
and became accustomed to being “stretched” (service delivery co- 
ordinators focus group), needing to multi-skill and hold multiple roles. 
There were concerns that this survival strategy created numerous 
challenges for staff and volunteers. For example, one worker explained: 

‘I found I have to use everything I know and have in order to survive 
because we are stretched across and being a charity, you know 
you’re not just a specialist position, you have to be able to do this and 
that and the other so that you cover for other areas. So, in that way 
we are overstretched. ….. for instance [name] will do a bit of 
reception and a bit of volunteering [management] … So, if anyone 
needs people here to just plug a hole we can all try and do some-
thing…..That might be a good thing in building skills, but at the same 
time it wastes someone because you only have so much energy. How 
much can you do that for?’ 

6.4. SupportCare: interaction of capitals 

Although it was a difficult decision for SupportCare to make re-
dundancies and change how resources were deployed, the interaction of 
its human capital resources and organizational capital was still deemed 
complementary and re-enforcing and it enabled the sustainability of the 
organization. SupportCare’s human capital strategy concerned creating 
more flexibility, developing a multi-skilled and adaptable workforce, 
and ultimately being more responsive using a smaller workforce. This 
required tremendous sharing of knowledge and learning across different 
roles so gaps could be plugged when needed. In order to facilitate this 
learning and skill development, the organization benefited from a 
restructuring decision that brought together in one location a workforce 
previously dispersed across multiple sites. The organizational design 
was therefore shaped more organically, in a loose and flat structure so 
that a strong team and cross-functional responsive culture could emerge. 

The development of human capital resources was further enhanced 
through the utilisation of volunteers (many of whom had direct expe-
rience of HIV) to deliver key aspects of the service, allowing the orga-
nization to benefit from their knowledge and insight. These strategic 
decisions allowed SupportCare to develop human capital resources that 
encapsulated specific expertise in HIV support, over and above com-
petitors. Thus SupportCare capitalised on what were deemed ‘firm 
specific’ human capital resources. Overall, SupportCare re-envisaged 
the deployment of human capital resources available, and took action 
to develop these resources by adapting organizational structures and 
ways of working, so creating synergy between human capital resources 
and organizational capital. 

Our analysis of how changes to human capital resources interrelated 
with sources of social capital was surprising in this context. The orga-
nization’s strategy to further involve volunteers in the delivery of the 
organization’s core work, risked paid staff perceiving volunteers to be 
‘taking jobs’, potentially jeopardising how these staff could work 
together, share learning and create efficiencies. The recruitment of 
public relations, marketing and fundraising professionals risked being 
perceived by other organizational members as becoming too ‘business- 
like’, and detracting from resources available to the frontline. Yet re-
lationships between volunteers, and the new and existing workforce 
remained positive. As many volunteers were HIV sufferers themselves, 
their involvement allowed SupportCare to both harness relevant 
knowledge, experience and skills, and contribute to the achievement of 
SupportCare’s mission of enhancing the employability of those with 
HIV. All organizational members recognised that the skills and knowl-
edge of the new professional staff were essential for achieving its mission 
and for surviving in an increasingly marketised subsector of care pro-
vision. Changes to human capital resources were justified in relation to 
the organizational mission. Therefore, despite greater job precarity and 
an unfamiliar business-like approach, the shared sense of purpose, 
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loyalty and commitment to the organization’s mission (i.e. strong 
sources of cognitive social capital) enabled the continuation of strong 
relationships. The stability of these relationships between organiza-
tional members not only mitigated the impact of changes on staff 
morale, but also ensured the effective utilisation and input of knowledge 
from the new mix of human capital resources. 

We identified some potential for dis-synergy between social capital 
and organizational capital to emerge. The character of organizational 
capital within SupportCare had changed to allow the new human capital 
strategy of flexibility and adaptability to flourish. Rather than having 
roles, routines and processes segmented and aligned to particular ser-
vices and organizational activities, staff were expected to “do every-
thing” (service delivery co-ordinators focus group). While this was 
helpful for drawing on and sharing individuals’ (both paid and volun-
teer) skills and knowledge, it also resulted in occasions where both paid 
staff and volunteers felt stretched. Without the organization of more 
specialist roles, organizational members at times felt overwhelmed, and 
despite strong commitment to the organization, many participants 
questioned the sustainability of this approach. Although the intention of 
the human capital strategy was deemed appropriate in response to the 
challenges of the sector, the resources (or deficiencies) of organization 
capital had potential to produce counter-productive outcomes. What 
held it all together were the sources of social capital – the mutual re-
lationships, the individual and collective sense of purpose, commitment 
to the organization’s social goal, and the belief that together it could be 
achieved. Therefore, the manner in which sources of social capital 
compensated for dis-synergies between organizational capital and 
human capital was critical to ensuring the continued operation of the 
organization. 

6.5. IndependenceCare: strategy and outcomes 

IndependenceCare’s main activity was the provision of domiciliary 
homecare services typically procured using ad-hoc arrangements based 
on unpredictable demand from statutory services (known as spot- 
purchase arrangements). In order to break free from a scenario charac-
terised by decreasing funding levels and fluctuating demand for services, 
IndependenceCare embarked upon an innovative strategy to engage 
with alternative care services, upskill existing staff and enhance human 
capital resources in more technical and specialized areas (e.g. Auto-
mated Peritoneal Dialysis (APD) services designed to allow renal pa-
tients to receive treatment in their own homes and Percutaneous 
Endoscopic Gastrostomy (PEG) services for service users needing 
specialist help with artificial feeding). The IndependenceCare Deputy 
CEO explained: 

“The concept of more specialist care at home and being able to deliver 
that is something that is in our current three-year strategy. We have 
registered ….as a nursing agency to give us more flexibility around this 
so that we can develop more nurse led initiatives and provide solutions 
to people at home who might require more advanced care”. 

This strategy was initially welcomed by staff as an avenue for career 
development and was seen as lucrative for securing more income. This 
was coupled with an initiative to offer standardised training pro-
grammes to other organizations in the domiciliary care sector to secure 
further income. Furthermore, in a climate of increasingly tight budgets 
the decision was made to centralise headquarters for efficiency gains. In 
theory these strategies made sense in response to the increasingly 
challenging funding environment. In reality we found they were only 
sustained through the good will of IndependenceCare staff, and focus 
group discussions revealed this was at breaking point. 

The short-term timescales and tight margins of the funding model 
influenced the adoption of ‘low road’ employment relations charac-
terised by work intensification, minimal pay, and poor employer sup-
port. This situation strained the relational and cognitive dimensions of 
social capital, particularly between managers and care workers. The 

centralization of administration also affected the structural element of 
social capital, particularly as careworkers, who were remotely located, 
felt increasingly isolated, neglected and cut off from the organization 
and from receiving information necessary to deliver effective care. 
Furthermore, the rural environment of many of the careworkers’ case-
load created logistical challenges causing further frustration: 

“I find picking up work [ad hoc calls] is the biggest issue …. where 
you start at 6.30am and finish at 10am. You have 7 people to see and 
maybe half an hour with the first one and 15 mins for the next one to 
get breakfast, tablets and out of bed and this is a single run but it is 
normally two people to take people out of bed. I got called to this one 
last week and [there was a problem with the key pad number] ….so I 
took longer [which] had a domino effect so it was 12 by the time I was 
finished and I knew I had a dialysis in [the city] to cover at 12. When 
I got to the last house, thank God the family were able to do [sic] the 
lady and I thanked them, signed the book and apologized, but it’s not 
the care that I want to give” (APD careworkers focus group, 
IndependenceCare). 

Working in an isolated, fragmented way made building relationships 
and problem solving within the organization more difficult. This ulti-
mately detracted from the development of a shared culture, as the 
Deputy CEO stated: 

“We certainly have lost something from the centralisation. I think we 
want to explore how we can regain some of that … local knowledge. 
But so much, it’s about developing that sense of team, we are all here 
to achieve the same thing for service users” 

6.6. IndependenceCare: interaction of capitals 

In IndependenceCare, the interaction of human capital resources 
with organizational capital seemed more counter-productive than 
complementary, appearing to result in several unexpected and unsatis-
factory outcomes. To take advantage of funding opportunities, Inde-
pendenceCare invested in specialized skills development in APD and 
PEG. Importance was also attached to core management, organization 
and leadership skills and knowledge, however, the investment in 
managerial skills did not manifest in effective and efficient processes for 
harnessing specialised skills. Structure, systems and routines in Inde-
pendenceCare were counter-productive for offering specialised services 
effectively across a dispersed rural area. Highly trained individuals often 
spent more time (unpaid) travelling to service users than delivering the 
service. Consequently, HCR investment in specialized health care skills 
was compromised by poor organizational capital, resulting in care 
workers becoming increasingly frustrated as one summed up, “I have 
two patients 80 miles apart who each have to be connected [for dialysis 
purposes] at 10o’clock at night – 80 miles apart”. Careworkers described 
increasing pressure from trying to meet all demands: 

“and by the time you get onto the last one [call] your head is splitting 
and you have to start to do dialysis and they tell you this person is 
critically ill and it’s very serious and think about what you are doing, 
don’t make any mistakes and my head is splitting and the sweat is 
lashing off me” (APD careworkers focus group, IndependenceCare). 

Funding constraints and the regulatory environment made 
enhancing organizational capital through improved structures, systems 
and routines difficult. Tight budgets and the challenges of NHS ‘spot 
purchase’ arrangements forced IndependenceCare to manage ad hoc and 
seek efficiencies through restructuring and adopting low wage 
employment contracts. Structures, systems and routines were designed 
to lower service delivery costs simply to remain competitive. Manage-
ment believed the outcomes of their investment could only be improved 
by scaling up their operation geographically. Yet this was not possible as 
funders were reluctant to commission one organization for a larger 
region. 
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There was also little evidence of complementarity between Inde-
pendence Care’s human capital resources and its sources of social cap-
ital. Although client–centric values were shared by careworkers, 
operational and managerial staff, a fractured narrative between man-
agement and careworkers around priorities for care delivery weakened 
the cognitive dimension of social capital. Careworkers suggested man-
agers did not appreciate their efforts to personalize care delivery, whilst 
managerial and office staff believed careworkers did not understand the 
logistical challenges of managing the processes proscribed by statutory 
funders. This tension was recognised by the Deputy CEO who suggested 
the perception was, “that it’s us against the care workers, that we are 
almost here to achieve different things.” This fractured narrative was 
exacerbated by weak structural social capital amongst isolated workers. 
Thus, despite efforts to improve social capital, it had not served to 
enhance IndependenceCare’s utilisation of human capital resources. 
Unlike BetterlifeCare and SupportCare, IndependenceCare had been 
unable to adopt an effective firm-specific approach. 

Lastly, in terms of the interaction between organizational and social 
capital, we found that IndependenceCare epitomized how sources of 
social capital helped to compensate for deficiencies in organizational 
capital. Poor organizational processes, structures and routines (organi-
zational capital) impacted on careworkers’ experience of work, leaving 
them frustrated, stressed, and isolated. This was compounded by poor 
remuneration and little opportunity for careworkers to influence 
change. However, despite the effects of poor organizational capital, we 
found that social capital amongst care workers was strong, exemplified 
by their shared concern for the welfare of service users which led to 
them to regularly exceed expectations and deliver a personalized service 
for their clients despite their frustrations with the organization. 

Management staff recognised the social capital amongst careworkers 
and drew on this to compensate for the deficiencies in organizational 
capital. Participants explained how managers frequently drew on care-
workers’ goodwill to cover workloads. They also explained how the 
delivery of the specialised services still proceeded despite the additional 
pressures of making it work. Care workers insisted they did not want to 
let their clients down. However, this approach is not sustainable and 
careworkers’ accounts highlighted increasing exasperation, with one 
focus group participant noting that she felt she was “being played on 
because ‘you’re good and you’re kind’ – all that old sucky old shite [sic] 
…”. Another added, ‘That’s the thing, you are left to feel guilty, and even 
if you don’t pick a run up, it’s the guilt they put on you … oh I’m really 
stuck, oh I’ll give you a £20 call out fee and we never see it’. 

6.7. Cross case analysis 

Overall, we found that our three case studies exemplified varying 
degrees of interaction between the sources of human, social and orga-
nizational capital, leading to different cycles of outcomes. We explain 
the differences in these analyses by examining how funders influenced 
the independence of the NPOs and the strategies they deployed. As 
depicted in Fig. 1, we found BetterlifeCare demonstrated strong 
complementarity between HCR, organizational capital and social capi-
tal, had more independence, and was better insulated from stakeholders’ 
influence in the funding environment when making strategic decisions. 
This was attributed to the innovative capacity developed across the 
organization and the strong leadership capabilities demonstrated 
throughout the organizations. In BetterlifeCare, strong complementarity 
between capitals enabled a virtuous circle of outcomes. The strong HCRs 
helped create sources of organizational capital that facilitated continued 
HCR development which was in turn strengthened by strong social 
capital, which was then instrumental in improving organizational cap-
ital. Given the positive trajectory of knowledge sharing and develop-
ment, and their innovative contribution to the delivery of services, they 
were able to influence their funding environment more successfully. 

By contrast, IndependenceCare had weaker complementarity be-
tween HCR, organizational capital and social capital, had little 

independence, and was subject to greater influence from funders. In 
IndependenceCare, we found that the weak complementarity lead to a 
vicious circle of outcomes. On closer analysis, the weak complemen-
tarity and the disappointing outcomes of investment in human capital 
resources can be explained by deficiencies in organizational capital, 
particularly in how the services were managed and operationalised. The 
services however were sustained because sources of social capital 
amongst careworkers compensated for these deficiencies. However, this 
dynamic created hostility between workers and management, leading to 
fractured relationships within the organization. Careworkers were 
beginning to question how they were treated and valued. Although they 
continued to deliver a values-led service, discontentment was emerging 
about how they could live up to this under increasingly pressurised 
conditions. This is concerning for the NPVO sector as it highlights that 
when social capital sources become strained, key qualities of the sector 
are potentially damaged. Most importantly, although this situation was 
recognised as an issue within the organization, IndependenceCare had 
few options to improve the dynamic because of the restrictions and 
pressures of its funding structures. 

We found SupportCare was situated between the two extreme situ-
ations of BetterLifeCare and IndependenceCare. In pursuit of greater 
flexibility, efficiencies and responsiveness, SupportCare re-developed its 
sources of HCRs and organizational capital to develop a multi-skilled, 
adaptable workforce (including volunteers) that capitalised on new 
opportunities for knowledge sharing and learning. To make this work, 
SupportCare realised the importance of leveraging sources of social 
capital, emphasising how they were ‘all in it together’, working towards 
the organizational mission and a common purpose. This strategy was 
devised in response to their funding environment – SupportCare needed 
to avoid financial difficulties and accusations of mission drift, while 
simultaneously developing improved capacity to influence funders. At 
times, we identified evidence of a virtual cycle of outcomes. Despite the 
precarious position of the organization, many of the remaining 
employee and volunteers were positively engaged, and the organization 
navigated the challenging environment innovatively to achieve its 
mission. However evidence also emerged that questioned the sustain-
ability of this approach, particularly when workers felt overstretched. If 
sustained, this could potentially damage relationships, lead to a reduc-
tion in social capital sources and ultimately impair the efficacy of the 
virtuous cycle. Given this situation, we have determined that Support-
Care displayed what we call a ‘vacillating cycle’, wavering back and 
forth, managing to stay on a positive trajectory, but at risk of creating a 
cycle of vicious outcomes. 

7. Discussion and conclusions 

We have used the framework of Intellectual Capital for examining 
the process through which the adoption of strategies in NPVOs enables 
virtuous, vacillating, or vicious organizational outcomes in increasingly 
difficult funding environments. By examining the process of how sources 
of human, organizational and social capital interrelate in NPVOs, we 
find that the centrality of social capital within the IC triumvirate is most 
significant within the context of our cases. Its centrality is identified by 
its role in compensating for deficiencies in other capitals, particularly, 
organizational capital. Throughout this paper it has been emphasised 
that NPVOs may need to rely heavily on sources of social capital to 
deliver services within a competitive and challenging environment 
(Helmig, Ingerfurth and Pinz, 2014). Extant literature highlights how 
sources of social capital are what sets the NPVOs aside from organiza-
tions in other sectors, and is arguably their central source of ‘organiza-
tional value’ (Baluch and Ridder, 2020). However, the central tenet of 
our findings suggests that when it comes to the delivery of public ser-
vices, especially in an environment which is becoming more competi-
tive, the centrality of social capital may be counterproductive when dis- 
synergies exist alongside other sources of capital. 

Our findings address gaps identified by McDowell et al (2018) in 
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their research on the intellectual capital development in SMEs and the 
‘black box’ of innovation. These authors found both human and orga-
nization capital positively influenced performance and innovation, but 
that social capital was not associated with either. Although a counter 
intuitive finding, this was explained by drawing from Subramaniam and 
Youndt (2005) identification of interactive effects between social and 
human capital, where human capital is most significant for innovation 
capabilities when social capital is also high. McDowell et al (2018) 
suggest the existence of an underlying substitution or compensation 
effect that may explain the role of social capital in SMEs. In our study of 
NPVOs, we find that innovative solutions implemented by the organi-
zations were driven by enhancements to human capital, but the role of 
organizational capital was critical for augmenting these innovations. 
Where organizational capital was poor (e.g. IndependenceCare) the 
quality of the relationships between workers, managers and service- 
users, i.e. social capital, was critical for ensuring innovations were 
implemented and delivered adequately. Therefore, our findings add to 
existing knowledge about how human, social and organizational capital 
interact, specifically by illuminating the criticality of the compensation 
effect of social capital when deficiencies exist in other capitals in NPVOs. 

However, in the context of NPVOs, we argue that relying on this 
compensatory relationship simply to survive and sustain services risks 
organizations reaching breaking point and detracts from their ability to 
thrive towards the attainment of their mission. A key contribution from 
this study is that it augments our knowledge of how NPVOs may use 
social capital as a resource to enhance their competitiveness (a gap 
identified by Baluch and Ridder, 2020). In doing so we specifically 
demonstrate the limits and associated risks when NPVOs take for 
granted the social capital resources that are underpinned by the re-
lationships between workers, managers and servicer users. Similar to 
McDowell et al (2018) and others, we find it is critical to ensure there is 
appropriate levels of organizational capital, ensuring there are formal 
processes, procedures and systems that not only enable the delivery of 
innovative solutions but, as in the case of BetterlifeCare, will also 
enhance the potential for innovative capabilities. 

This research also raises practical concerns that despite investing in 
innovative strategies to enhance potential competitive advantage, 
limited independence from funders can constrain NPVOs’ ability to 
deliver their intended and sought-after outcomes. NPVOs are increas-
ingly tasked with delivering public services but often succumb to the 
institutional practices of powerful funders which can ultimately 
compromise the NPVO’s independence and strategic choice (Cunning-
ham et al, 2014). We found this to be most overtly characterised through 
the NPVOs’ limited source of organizational capital which was most 
starkly demonstrated through the funding structures of Independence-
Care. BetterlifeCare, on the other hand, depicts how funding arrange-
ments that allow greater flexibility in strategic choice, have a better 
chance of creating virtuous outcomes for the experience of workers, 
which in turn enhance the service user experience (Lauritzen, Grøn and 
Kjeldsen, 2021). Supporting Seelos and Mair (2012)’s assertion that 
‘organizational slack’ is important for developing innovation capacity in 
NPVOs, we see from BetterlifeCare, that funding arrangements should 
allow NPVOs flexibility in shaping structures, practices and routines that 
achieve better outcomes for workers and service-users. This issue of 
organizational slack is key to developing appropriate levels of organi-
zational capital that can lead to innovative capacity but is conditional on 
the funding environment and its level of competitiveness. 

8. Implications, contribution, limitations and directions for 
future research 

This research makes an important contribution to our understanding 
of the dynamics of how human, social and organizational capital 
interrelate in NPVOs, specifically the compensatory nature of social 
capital when there are deficiencies in other capitals. The findings shed 
light on the risks of NPVOs relying too heavily on sources of social 

capital, potentially leading to counterproductive, or vicious and unsus-
tainable outcomes. This is significant in the context of the NPVO sector 
because of the value base of its employees who, motivated to do their 
best for service users, may tolerate frustrations and poorer employment 
conditions (Venter, Currie, & McCracken, 2019). We suggest that 
eventually this critical social capital may break down, negatively 
impacting on employees and damaging the quality of care delivered. 
Funding contracts need to allow NPVOs to build organizational slack 
(Seelos and Mair, 2012). They need to recognize that for NPVOs to be 
innovative, they must invest in human capital development beyond 
regulatory requirements and consider all three capitals so that they 
interact in a complementary manner to create synergies. A key element 
of this is investing in the development of organizational capital as well 
as human capital. The issue of innovation in the sector is worthy of more 
in-depth research. We propose further attention should be paid to un-
derstanding the impact on NPVOs’ innovation activities when operating 
under different funding models and how this effects the outcomes for 
workers and servicer users. The research also adds to the literature on 
intellectual capital, illustrating that the often-narrow ways that have 
been employed to measure it (Guthrie et al, 2012) need to be revisited. 
This research demonstrates that a more holistic and integrated approach 
can be enacted that acknowledges how intellectual capital is unlocked in 
organizations that accounts for both the complementary and compen-
satory nature of capital resources. 

Ultimately our case study comparison indicates that the interrela-
tionship between human, social and organizational capital may be 
complementary but can also be compensatory to sustain the organiza-
tion’s operation (See Fig. 1). This dynamic will be dependent on the 
organizational and institutional context. The reliance on qualitative 
interviews and focus groups in three case study organizations limits the 
generalizability of these findings. Nevertheless our use of the concept of 
IC makes an important and novel contribution to understanding how 
NPVOs adopt and implement strategy within the turbulent NPVO sector 
environment characterized by increasing competition for scarce re-
sources. The research provides a vivid example of the importance of 
organizations ‘understand[ing] the value of knowledge resources and 
how to manage them’ (Guthrie et al, 2012, p. 68), and is particularly 
useful for organizations involved in the delivery of public services 
(Guthrie and Dumay, 2015). In conclusion, decisions about how to 
innovate, utilize and develop the sources of human, organizational and 
social capital cannot be separated from a NPVO’s wider context. 
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