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Abstract

A study on the relationship between
innovation and organizational performance
in public institutions
-Focusing on the results of management
evaluation of public institutions and the

perceptions of organizational members.

Lee Jihwan
Master of Public Enterprise Policy
The Graduate School of Public Administration

Seoul National University

Innovation is seen as a tool to increase productivity and efficiency
and 1s being promoted globally. The Korean government has also
been promoting innovation in public institutions by privatizing,
reducing the workforce, improving public services, and strengthening
participation and cooperation.

It has been said that innovation is measured differently depending
on who evaluates what and how (Boyne, 2003; Behn, 2003, cited in
Nam, Seung-Ha, 2008). However, few studies have analyzed the
relationship between innovation and organizational performance from
the perspective of the Korean government. Therefore, this study first
analyzed the relationship between innovation and organizational
performance of 137 public and quasi—-governmental organizations using
public management evaluation results and financial indicators for eight
yvears from 2014 to 2021, and also checked whether the relationship

differs depending on the type of public organization or the political
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orientation of the government. Organizational performance was divided
into two types of performance that public institutions should pursue,
public performance was measured by achieving the purpose of
establishment and public satisfaction, and corporate performance was
measured by return on equity (ROE) and return on sales (ROS). The
results of the analysis showed that high innovation performance is
associated with high organizational performance, and the relationship
between innovation and organizational performance varies depending
on the type of public institution and the political orientation of the
government. Regarding the type of public institution, we expected
that quasi-governmental organizations, which are more public, would
be more public if they had higher innovation performance compared
to public companies, but public companies were found to be more
public and more entrepreneurial. As for the moderating effect of
government political orientation, we found that high innovation
performance enhanced entrepreneurship during the period of
conservative governments that emphasized entrepreneurship over
publicness, while publicness was enhanced during the period of liberal
governments that emphasized publicness.

In addition, we conducted in-depth interviews with members of
various public sector organizations, including market public
enterprises, quasi—market public enterprises, fund-managed
quasi—governmental organizations, and commissioned
quasi—governmental organizations, to hear specific cases that cannot
be captured through quantitative analysis. All of the respondents said
that the purpose of innovation in public organizations is to fulfill their
mission and provide better services to the public, but only the
respondents from public enterprises cited securing financial health as
one of the purposes of innovation. It can be seen that the members
of the public sector organizations are well aware of the importance of
the dual wvalues of publicness and entrepreneurship that public
organizations should pursue. They cited clear direction from the

government, strong will from the head of the agency, and active
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support from department heads as important factors in driving
innovation. Due to the nature of public institutions, which conduct
business in accordance with relevant laws and government policies,
public institutions seem to consider top—down innovation to be more
effective. As for the factors that hinder innovation, they mentioned
that whenever the government changes, the direction of innovation
that public institutions should promote changes as well, leading to
disconnection of innovation work, and that organization members
negatively view innovation as an unnecessary and troublesome area
of work. In addition, even if a regional network was organized to
share and disseminate innovations, it was not effective in creating
innovation performance due to the lack of similarity in work.

Based on these findings, the report suggests four ways to make
innovation 1in public organizations a key tool for performance
improvement. First, the government should provide innovation
guidelines for public organizations to ensure that the primary purpose
of innovation 1s to provide better public services to the public.
Second, governments should ensure minimum continuity of innovation
efforts in public organizations to avoid inefficiencies caused by
disconnected work. Third, an evaluation system should be established
to comprehensively evaluate and monitor innovation in public
institutions. Fourth, all public institutions should actively promote
human innovation to change the attitudes and behaviors of
organizational members, as they are the ones who carry out the

actual innovation work.

Keywords: entrepreneurship, innovation, publicness, public
institution
Student number: 2022-20298
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