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Abstract

The rapid pace and complexity of modern digital environments have made internal
communication essential for organizational effectiveness. What was once often viewed as mostly
a tactical and administrative activity has now emerged as a strategic differentiator that can help
organizations maximize their employees' potential. This article explores the connection between
good internal communication and productivity and ultimately organizational success. Effective
IC practices have been shown to increase employee engagement, clarity, and alignment leading
to improved efficiency and productivity, innovation, and competitive advantage. This review
article will provide an overview of the current research and theory surrounding IC and
productivity. It will cover main drivers, provide evidence for improved performance, and
highlight best practices. Lastly, the article will discuss implications for leadership and suggest
areas for future research.
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Introduction

Internal communication is conceived as "strategic management of interactions and relationships
between stakeholders in organizations" (Ver¢i¢ & Spoljari¢, 2020, p. 183). Organizations
nowadays rely heavily on human capital. In knowledge-driven economies, the well-being of
stakeholders inside the organizations determines the quality of organizational outcomes. Internal
communication being considered as one of the "softest" areas of organizational management,
there is strong evidence that effective and advanced IC can contribute to improved productivity
of employees — how well individuals and teams perform, as well as organization-wide
performance (e.g. profitability, customer loyalty, flexibility), Men (2014).
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Figure 1. Digital Strategic Internal Communication Ecosystem.
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This article examines effective IC and how it enables an organization to thrive by acting as its
‘arteries,” providing it with what it needs to function at its best: information, context and
meaning.

1. Theoretical Foundations: Linking Communication to Performance
There are many theories that relate IC and performance. One theory is Social Exchange Theory
(Blau, 1964). This theory states that open and supportive communication from superiors can lead
to employee trust and feelings of obligation. As employees feel more valued by their managers,
they are more likely to reciprocate those positive feelings with positive actions, such as
performing at a higher level and providing discretionary effort. Another similar theory is
Organization Support Theory which states that when employees feel that the organization is
supportive (mainly shown through IC) they will likely be more committed and perform at a
higher level. (Eisenberger et al., 1986)
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Figure 2. Theoretical Link Between Communication and Performance

According to Goal-Setting Theory established by Locke & Latham (2002) people display greater
motivation when they work towards specific and challenging goals. IC is the mechanism by
which organizational goals are cascaded throughout the organization. When there is clear IC,
employees have a clear understanding of their roles and how they fit within the goals of the
organization. Sense-making Theory (Weick, 1995) tells us that people create their own reality
based on organizational communications. When there is a lack of clear and consistent IC, too
much energy is spent by employees trying to understand what is really going on.

2. Key Mechanisms of Impact

2.1 Enhancing Employee Engagement and Psychological Safety
Employee Engagement (being energetic, involved, and passionate about one’s work) has been
shown to be a mediator between IC and performance. Men and Jiang’s (2016) meta-analysis
revealed that leader communication which is transparent, genuine, and two-way had one of the
strongest relationships with employee engagement. Research from Gallup (2022) shows engaged
employees lead to 21% higher profitability. IC that develops a culture of psychological safety
ensures employees feel comfortable taking risks, speaking up with ideas, and raising
concerns. Team members who do not fear punishment or humiliation for mistakes are more
likely to demonstrate learning behavior and operational efficiency (Edmondson, 2018). Teams
can spend less energy trying to maintain their image and more energy focusing on productive
problem-solving.

2.2 Ensuring Strategic Clarity and Role Alignment
Employees fail to perform optimally when they lack clarity about what they should focus on or
how their efforts support the organization's overall mission. IC that connects day-to-day work to
the company’s strategy, helps employees see the importance and value in their work. When
employees understand why they do what they do, they are empowered to make better decisions,
focus on what matters, and innovate (Mazzei, 2014). Not only will they stop doing work that
isn’t productive or doesn’t align with company goals, but they will become proactive in working
towards the company’s success.
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23 Facilitating Knowledge Management and Collaboration
Any system of communication can be used to share knowledge. When employees utilize digital
tools to collaborate (i.e., intranets, group chat platforms) and discuss information with one
another, best practices can spread throughout the organization and prevent people from having to
“reinvent the wheel.” Saving time on repetitive work will quicken project timelines and open
opportunities for innovation. Encouraging communication between departments also allows for
more minds to solve problems when facing complex tasks. Research by Kang and Sung (2017)
showed that symmetrical, employee-focused communication was associated with positive
knowledge sharing attitudes/beliefs and intentions to participate in knowledge sharing behaviors.
24 Managing Change and Mitigating Resistance
Change is the only constant in organizations, but according to change management research,
70% of change efforts fail because of employee resistance and poor communication. When
change is implemented, internal communicators should have a plan to ensure everyone knows
why the change is happening and how it will impact them. In addition to sharing information
about the change early and often, employees should feel as though they have the opportunity to
provide feedback or ask questions. Employees who understand what is happening and feel
supported by their organization will experience less uncertainty; they can focus their energy on
learning new processes or changing behaviors instead of resisting and trying to figure things out
on their own. Schneider et al.’s (1996) ground-breaking article showed how communication
could influence employees’ acceptance of organizational change.

2.5 Strengthening Organizational Culture and Employer Brand
Lastly, IC plays a major role in shaping organizational culture. If employees are encouraged to
communicate with transparency and honesty, it will reflect on how they treat each other. A
culture that practices regular recognition, holds people accountable for their actions, and work
towards a common goal will have engaged employees. Engaged employee’s equal lower
turnover rates. Did you know it costs organizations more to REPLACE an employee than it does
to PAY that employee? (Accelerent, 2022). An organization’s online reviews in job forums and
social media can also be shaped by employees. When potential candidates see your employees
having a good relationship with the organization, they are more likely to apply to your company.

Table 1. Mechanisms of Impact Matrix

Internal  Communication Primary Productivity Impact = Organizational

Mechanism Effect Outcome

Two-way leadership dialogue | Trust & | Higher discretionary | Improved

engagement effort performance

Strategic clarity messaging Role alignment | Reduced redundancy | Operational
efficiency

Knowledge-sharing platforms = Collaboration | Faster task | Innovation

completion
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Change communication Reduced Faster adaptation Change success
resistance

Cultural communication Commitment Lower turnover Cost savings

3. Evidence-Based Outcomes: The Tangible and Intangible Returns

The theoretical link between internal communication (IC) and performance is robust, but its real-
world impact is measured in concrete outcomes. Research across industries demonstrates that
strategic IC investment yields significant returns in both employee productivity and
organizational performance metrics.

3.1 Direct Productivity and Efficiency Gains
Firstly, there’s productivity. Good communication makes employees more efficient. When
everyone knows what’s going on (and where to find out what’s going on) there’s less need for
check-ins and follow-up meetings to clear up miscommunication. McKinsey Global Institute’s
2012 report Access to ideas estimated that improved communication & collaboration tools could
increase knowledge-worker productivity by up to 25% by eliminating time spent searching for
information (estimated at ~19% of working hours) and waiting for feedback to continue task
iterations. For front line or operational workers, clear and repeated communication about process
changes (or safety procedures) simply means less mistakes/ rework and more units per hour.

3.2 Financial and Market Performance
Did better productivity spark your interest? Well, good news. A comprehensive longitudinal
study by Towers Watson (2010) linked communication quality to financial
outperformance. High-reliability organisations (‘“highly effective communicators”) were 3.5x
more likely to exceed total shareholder return than their competitors. Higher productivity, of
course, helps — but there’s plenty of factors at play. Communicating direction and expectation
clearly helps organisations simply get strategy execution right more often (and lower employee
turnover increases this by reducing on-boarding delays). Effective communication also allows
organisations to adapt at the first sign of a market opportunity — because their people are
informed and engaged. Additionallyy, comms during times of change (think
mergers/acquisitions/re-org) can maintain shareholder value by preventing the normal loss in
productivity during these transitions.

33 Enhancing Safety, Quality, and Innovation
The safety within numerous sectors depends directly on effective communication
practices. Manufacturing, healthcare, aviation and high-risk professions have all benefited from
cultures that value speaking up when there’s a problem (and aren’t punitive when things go
wrong). These organisations have been shown to have better safety records and produce higher
quality work output (Edmondson, 2018). When information about changes in procedure,
equipment or the work environment is shared effectively we see less accidents and re-work. This
comes down to communication creating a culture of “psychological safety” where your nurse
feels comfortable questioning a process, or your engineer feels empowered to report that thing
that could fail. Quality and safety outcomes aside; research shows innovation isn’t a lightbulb
moment, it’s a conversation. Internal communication fosters those conversations whether through
“innovation communities” that stretch across functional boundaries or regular “show-and-tell”
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forums where employees can share their ideas and get feedback. The result? More ideas that can
become new products or services (patents, anyone?).

34 Human Capital Metrics: Retention, Well-being, and  Advocacy
The overall communication environment stands as the primary factor shaping how employees
perceive their work experience. A recent study by Hargie et al. (2020) found employees who rate
their internal communication as open and responsive also had higher job satisfaction, affective
commitment, and lower emotional exhaustion (aka burn-out) and role stress. This matters
because not only does bad communication drive people out (replacing an employee can cost
between 50-200% of their yearly salary), but good communication is the best retention strategy
you’ll never budget for. Happy, connected employees are also your strongest brand
ambassadors. Better internal engagement means more employees who are willing to share their
positive experience on social media and represent your organisation to friends/family. This
circles back to saving your organisation money (less spend in recruitment marketing) and

contributes to your employer brand — another key driver in long-term organisational
performance.
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Figure 3. Productivity & Financial Performance Outcomes by Communication Effectiveness

4. Best Practices for Effective Internal Communication: From Theory to Implementation
Translating the strategic importance of IC into daily practice requires a deliberate and structured
approach. The following best practices, derived from empirical research, provide a roadmap for
organizations.

4.1 Leadership as Chief Communication Officers
Internal communication should be championed by the executive team and regularly modeled by
them. What leaders do and say are always being evaluated by employees to understand what’s
important or not and what’s acceptable behavior. If leadership only practices IC when they have
an “all-hands” meeting or company announcement, they are missing opportunities to be seen,
connect, and lead through two-way communications. When communicating strategy, don’t just
send an email follow it up by leading team meetings where the strategy is discussed (and you are
present) and answering employee questions on enterprise social networks or through town
halls. Live and actively communicate don’t hide behind proxies. Leaders who make themselves
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accessible and show their true selves will legitimize your entire IC infrastructure and cultivate
trust that cannot be replicated by other tactics or channels.

4.2 Fostering a Dialogic, Two-Way Culture
Internal communication should never be a broadcast or waterfall process. It should facilitate
conversation. Establish regular, institutionalized ways for employees to provide input, share
ideas upward to leadership and across to their peers. Some examples include:

e Regular Pulse Surveys: Monthly or quarterly “Pulse” surveys that provide targeted
feedback on certain topics like change initiatives or return to office guidelines

o Enabled Enterprise Social Networks (ESNs): Actively monitored and used Enterprise
Social Networks (ESNs) such as Yammer/Slack where leaders are active participants in
the conversation (versus just pushing information out)

e Structured Listening Sessions: Formal “listening sessions” or town halls where the first
half of the meeting is dedicated to scripted presentation and the second half is an
unscripted question and answer session with leaders following up on questions that can’t
be answered immediately

4.3 Channel Strategy: Integrated, Multi-Modal, and Segmented
As established earlier, there is no silver bullet channel. Develop a comprehensive matrix of
channels to deliver your message matched to the right audience. Consider not only what you are
communicating (i.e., strategic message, time sensitive announcement, recognition) but who you
are targeting (remote employees, front-line workers, leadership). Some guiding principles:

e Redundancy with Purpose: Ensure important messages are repeated through 2-3
redundant channels (email from CEO, discussed in team meeting, featured in intranet
article). Making sure everyone sees it once isn’t good enough.

e Richness for Complexity: Use “rich” channels (face-to-face, video) for more nuanced or
sensitive change efforts. A complicated or sensitive message should not be communicated
via email memo only.

e Segmenting for Relevance: Segment your messages. Most people don’t work in roles
directly affected by or interested in every initiative across the organization. What use to
be corporatewide messages should now be segmented to show employees “what this
means for our team.” Embed the IC function in business units to scale tailored messages.

4.4 The Pillars of Authenticity, Transparency, and Consistency
Corporate communications used to mean “cover up.” In an era of information transparency (and
skew), employees will fill in the blanks if you don’t share information. Particularly during
challenging times, be honest with employees. If you don’t have all the answers, say that. Don’t
“spin” your message or talk down to employees. Share both wins and losses. Eliminate childish
water-fall communication where leadership talks at employees as if they can’t tolerate hearing
bad news. Adults treat adults. Build a culture of trust by being authentic, transparent, and
consistent in your messages.

4.5 Measurement, Evaluation, and Continuous Adaptation
Executive leadership must demonstrate internal communication practices while connecting these
practices to organizational success once infrastructure and organizational communication
priorities are set. Stop measuring inputs and activities. How many emails did we send? How
many people visited the intranet? These are easy-to-capture activity metrics that communicate
nothing about the effectiveness of your efforts. Associated engagement metrics like employee
survey scores, eNPS, or even turnover rates (low turnover in a well communicated team vs high
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turnover in poorly communicated team) can serve as leading indicators of a healthy IC
ecosystem. Run social network analysis to see how information flows through your organization
(versus how you think it does or should). Use that data to diagnose issues and prove the value
your team brings. As the organization changes, adapt your strategy and tactics to meet their
needs.

Leadership
Ownership

*
e Two-Way Culture

e Channel Strategy

® Transparency

*

~ Measurement &
Continuous Improvemment

Figure 4. Best Practices Internal Communication Framework

Conclusion

The Central Nervous System of the High-Performing Organization

The studies reviewed here demonstrate that internal communication shouldn’t be thought of as
simply “an overhead” or “just the communications function letting everyone know what’s going
on.” Rather, it’s a strategic imperative, critical to enabling top-line performance as the central
nervous system of a healthy organisation. Strong internal communication turns strategy into
action. It shapes and reinforces culture. It unlocks human performance by creating psychological
safety and employee engagement. Connecting employees to the strategy and each other, enabling
them to do their best work, and helping organisations stay resilient in times of change—all these
things position communication to have a direct impact on the bottom line. Whether through
profitability, innovation, customer ratings, or other key performance indicators, effective internal
communication helps organisations outperform their competitors.

This isn’t business as usual. Traditional office settings are being replaced at an accelerating rate
with hybrid and remote work environments. Water cooler conversations are no longer given, and
every interaction has to be more intentional, more inclusive, and more likely to help employees
connect with one another. The organisations that get ahead over the next decade will be the ones
who understand that communication is leadership competency, and a strategic function. They
will invest in building the skills, toolsets, and culture necessary to create an environment where
information flows seamlessly, feedback is encouraged, and every employee feels informed,
empowered, and connected to the greater mission. There is more work to be done to measure this
ROI even more accurately, and to understand how communication functions without the
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“benefit” of constant face-to-face interaction. But for now, we can say with certainty that
communication is the central nervous system of the high-performing organisation.
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