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Announcing A New Book 
 

 

 
Why Organizations Fail: Organizational Studies Based on The Theo-

ries of Dr. Elliott Jaques 

by Sergey Ivanov 
This advanced organizational research endeavor started in 2011, and has been 
an ongoing effort by faculty and interested graduate and undergraduate students. 
The research focuses on scientific studies of organizations in the United States 
and abroad. This volume is based on scientific studies of Dr. Elliott Jaques. The 
effort is led by Associate Professor, Sergey Ivanov, Ph.D., faculty member at the 
School of Business and Public Administration, University of the District of Colum-
bia, Washington, DC, USA, and is widely supported by colleague faculty mem-
bers, administration, and students. 
Available on Amazon at: 
https://www.amazon.com/dp/B01MRTL0XN/ref=sr_1_4?ie=UTF8&qid=14808644
74&sr=8-4&keywords=why+organizations+fail 



 

 

The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

 

7 

 

 

THE STUDY ON THE RELEVANCE BETWEEN THE EXTENT OF 
THE JAPANESE FAMILY BUSINESS FOUNDER’S LEADERSHIP 

STYLE AND INTERNATIONALIZATION 
  

Sen-Lun Yen 

Tsungting Chung 

Department of Business Administration 

National Yunlin University of Science and Technology, Taiwan, ROC 

 

 

Abstract 

This study aims to provide an insight into the relationship between Japanese family 

business founder’s leadership style and internationalization. Enterprise internationali-

zation has a very important relationship between enterprise competition power and 

enterprise sustainable development. By means of international market resources, en-

terprises cannot only increase competition power, but also easily own higher profits 

and further growth. Besides, enterprises can properly apply for worldwide materials 

and human resources to make products with low costs and high additional value, and 

then eventually comply with worldwide market competition and idea of resources 

mobilization internationally. Certainly, management models across overseas become 

the key decision to the success of business management. On the other hand, Japan 

plays the leading role of economy in Asia. When business management internationali-

zation extremely matures, there must be important influences and reference values for 

future overseas investment, if based on experiences of Japanese business management 

model. 

 

Keywords:  Family Business, Internationalization, Leadership Style
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Introduction 

 

 Family Business is not only the 

oldest and common industry genre 

in the world, but also one of the  

symbols of Chinese Business. Busi-

nesses in Taiwan use the main man-

agement model of family for quite a 

long time. Based on the worldwide 

investigation, nearly 60% of busi-

nesses in France and Germany and 

up to 74% of that in Holland and 

Italy belong to family business 

(Casillas et al., 2003). It appears 

that family business obviously ex-

ists everywhere and plays an impor-

tant role in different countries. Stud-

ies on internationalization develop-

ment of family business mostly fo-

cus on the issues of board of direc-

tors’ stock shares related in the local 

and overseas literature, but scarcely 

using the founder’s leadership style 

as the key mediator variable to 

process business internationaliza-

tion survey. The study aims at the 

correlation between the founders’ 

management style of family busi-

ness, which includes dominant 

leadership, charisma leadership and 

candid leadership and internation-

alization for the sake of future rele-

vant studies and businesses. 

 Businesses in Taiwan are fac-

ing a complicated and changing in-

ternalization-related problem. Stud-

ies on Taiwan internationalization 

are many; but studies between fam-

ily business and non-family busi-

ness are limited. According to 

scholars’ assessment, more than 

half of OTC listing companies in 

Taiwan belongs to family business 

(Huang et al., 2012; Su & Lee, 

2013). 

 

 Co-founder of Apple, Steve 

Jobs is regarded as a genius of tal-

ented, far-sighted and full of cha-

risma. Praised as master of Success, 

Brian Tracy thought that originated 

leadership style of Steve Jobs. Like 

the well-known MBA master, Tom 

Peters said, top leaders do not create 

followers but leaders. The purpose 

of the study is to study the correla-

tion between the internationaliza-

tion level of family business and 

management performance from 

leadership style of the founder’s 

prospective to further discussion 

about the influence on internaliza-

tion between family business and 
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non-family business and provided 

as a reference of internalization 

business in Taiwan through this 

study. 

 

 Regarding the study of family 

business internationalization, five 

main topics are as follows: 

1. If the internationalization level of 

family business has a significant 

positive relation to the management 

performance of Taiwan subsidiary. 

2. If the founder’s leadership style 

has a significant influence on man-

agement performance. 

3. If the founder’s leadership style 

and entrepreneurship has a signifi-

cant influence on the development 

of internationalization. 

 

 According to the questions 

above, the purpose of this study is 

as below: 

1. To survey on the correlation of 

the founder’s leadership style and 

business internationalization. 

2. To provide development strategy 

and suggestions of Taiwan business 

entering foreign market manage-

ment. 

 

 In order to achieve the purpose 

of this study, the study process are 

divided into the following three 

phases. First of all, the direction and 

topic of the study is established by 

means of literature review for key 

words. Secondly, the questions and 

purpose of the study are secured by 

literature review, and the hypothesis 

and approach of the study are final-

ized at last. 

 

Literature Review And Proposition 

Development 

 

 Based on the survey on Taiwan 

Corporation of China Credit Infor-

mation in 2006, the time of devel-

opment of Taiwan Corporation is 

very short, and they mostly are fam-

ily business. The model of corpora-

tion development is as complicated 

as the changing structure of Taiwan 

industries. 

 

Family Business 

 

 Family business consists of 

single or joint members, which over 

15% ownership is obtained by ag-

gressive participating in manage-

ment, persistent shaping industry 

image or being as consultants, 

boarding members (Gentry et al., 

2016; Miller et al., 2016). Family 
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business values the family relation-

ship and expects to be continued by 

next generations (Hiebl, 2015; Au et 

al., 2013). Lu et al. (2015) defined 

family business as the ownership of 

a family member is structured by 

the model of Chinese family and co-

managed as a business. 

 

 Besides, family business is oc-

cupied 43% in Europe (Procher et 

al., 2013; Ciambotti et al., 2012), 

and in Asia, especially in Southern-

Eastern Asia Chinese community, 

the structure of family business ex-

ists everywhere (Sharma & Chua, 

2013). Statistics indicate that family 

business occupies approximately 

over 60% in Taiwan (SMEA, 2015). 

Internationalization 

 

 The origin of the definition of 

internationalization is presented by 

Vernon (1966). By the viewpoint of 

product life cycle, the purpose of 

business internationalization is to 

find the most suitable location for 

different levels of technology. 

Business will follow by the evolu-

tion of product life cycle and gradu-

ally increase the level of internaliza-

tion. Åkerman (2015) also thought 

internationalization means that 

business has been promoting price-

chain activities abroad in order to 

create or increase the value of busi-

ness. Thus, it relies on foreign mar-

kets and elements. In short, it means 

the level of involving in business 

operation overseas. Business inter-

nationalization is a process which 

business has been continuously in-

vesting resources and establishing 

all kinds of price-chain activities, 

such as marketing, producing, and 

R&D, to strengthen the level of in-

ternationalization as a whole. 

Calabrò et al. (2016) mentioned that 

internationalization of family busi-

ness often expresses in two models: 

native nationalization and gradual 

internationalization. The most rep-

resentative of all is Johanson & 

Vahlne’s (1990) incrementalism 

from of well-known Uppsala in 

Sweden. Uppsala model means 

business turns internationalization 

must face many uncertainness. 

Therefore, business enters to inter-

national market in a gradual way. 

 

 On the basis of the above lit-

erature review, it is hypothesized 

that:  
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Proposition 1: There’s significant 

correlation between family business 

and internationalization. 

 

Leadership Style and 

Internationalization 

 

 According to Goleman’s study 

in 1995, leadership style are catego-

rized to six genres. Every leadership 

style origins in different EQ. Lead-

ers equipped with 4 or more leader-

ship styles, especially far-sighted, 

democratic, relative and coaching 

always create the best working at-

mosphere and obtain the best per-

formance. The business founder de-

votes everything to his business by 

shaping vision and culture of busi-

ness organization and setups the 

strategy in person as the center of 

the business (Carr & Hmieleski, 

2015; Zhu & Chang, 2013). Fazzi 

and Zamaro (2016) suggested that 

the management model and leader-

ship style of business directly   in-

fluence the strategy and manage-

ment of the business, especially 

multinational corporations’ man-

agement strategy is more or less in-

fluenced by native country’s culture 

and management idea. During the 

process of becoming internationali-

zation, the management strategy 

will be changed by all kinds of en-

vironments in native country, or re-

gional and worldwide economic en-

vironments (Costa et al., 2016).  

 

 Goleman (1995) thought that 

the dominant factor which influ-

ences leadership of the organization 

lies in leadership skills of EQ. The 

former GE VP, the famous man-

agement master, Jack Welch, pro-

posed new 4E of leaders: empathy, 

experimental, example and excited. 

Most of businesses in Taiwan are 

still under the control of family 

founders (Huang et al., 2012; Lin, 

2014). They realize the trend of in-

ternationalization, technology inno-

vation, size enlarging and multi-

management’s pressure. These 

businesses must introduce and high-

level professional managers. 

 

 This study aims to provide an 

insight into the relationship between 

Japanese family business founder’s 

leadership style and internationali-

zation. On the basis of the above 

literature review, it is hypothesized 

that:  
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Proposition 2: There’s a significant 

correlation between founders’ lead-

ership style and internationalization. 

 

Conclusion 

 

 This study aims to provide an 

insight into the relationship between 

Japanese family business founder’s 

leadership style and internationali-

zation for Taiwan family business’s 

reference of the internationalization 

development. And by taking an ex-

ample of Japanese family business, 

this study provides the way to de-

crease investment risks and in-

creases competition power and pur-

suit of business management appli-

cation models. Furthermore, enter-

prises in Taiwan can make use of 

this study for deeper and faster un-

derstanding of the unique and its 

development of overseas markets. 

This study is expected to provide a 

reference for domestic enterprises 

while facing brand new challenges, 

to increase international competi-

tion power and the benefits of en-

terprise internationalization devel-

opment. 
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MICRO FILM COURSES IN GENERAL UNIVERSITY 
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Abstract 
 

Owing to rapid development of mobile telecommunications and new media technolo-
gies, micro film industry has become a hotspot of new media in the past few years. 
This lead to produce myriads of works.  Many general universities opened micro film 
courses in recent years, though some of them are only trend-followers. This article 
tries to explore the teaching methods and materials of micro film course. Clear and 
valuable ideas of micro film course teaching by discussing its definition, advantages 
and development directions have been presented in this paper. 
 
Keywords: Micro Film Courses, General University 

Introduction 
 

Information dissemination is now 
in the Internet age, and online media 
technologies are developing with a fast 
pace. As a result, traditional informa-
tion reception modes are becoming 
outdated. Many “micro” things closely 
linked to the Internet, such as micro 
blog, micro message (WeChat), micro 
novel and micro marketing, have oc-
curred in day-to-day life, ushering us 
into an era of information “fragmenta-
tion.” Since its debut in 2010, micro 
film has made frequent public appear-
ances. A great number of micro film 
works have shown up on major web-
sites over the past few years. 

 
Related Research 

 

 According to Baidu Baike, an free 
online encyclopedia, micro films are 
short videos (quasi films) with com-
plete plots yet micro (ultra-short) 
lengths (8-15 minutes each), produced 
in a micro (ultra-short) period (1 to 7 
days or a few weeks at most) with mi-
cro (tiny) investments (ranging from a 
few thousand yuan to dozens of thou-
sand yuan for each film), broadcasted 
only on various new media platforms, 
and are applicable for viewing in lei-
sure or on the move.[1] This is a defi-
nition of micro film that are widely 
recognized online by the general public. 
 

The concept of micro film was 
generated, promoted and idolized in 
China. Against the social background 
of information fragmentation, many 
“micro” things of the times, such as 
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micro blog, micro message (WeChat), 
micro novel, micro marketing and mi-
cro business, have come to the fore. 
Micro film made its debut at the same 
time. In 2010, Cadillac launched an 
advertisement video Action, which was 
directed by Frank Vroegop, Cannes 
Golden Lion Award winner, and 
starred by Daniel Wu. The said video 
was widely recognized as a commer-
cial micro film, and was promoted in 
the name of “micro film” on such re-
nowned web portals as sohu.com prior 
to its online debut. In November 2010, 
the micro film Old Boys produced by 
Youku received its 5 millionth click 
online, triggering a fever of micro film 
on the Internet. Since then, the word 
“micro film” has spread fast and wide, 
generating a huge number of works, 
and witnessed a massive surge in 2011. 
To embrace the fashion, major film 
and television websites all added a mi-
cro film column to their classification 
and navigation pages. In 2011, 
NetEase launched China’s first Micro 
Film Festival. Riding the trend, various 
micro film contests sprang up, with 
many of which being designed for col-
lege students. Micro film does not have 
high thresholds for production and re-
lease, and enjoys great commercial po-
tential online. This has boosted the en-
thusiasm of film art hobbyists to a cer-
tain degree, further improving the 
popularity of micro film on various 
kinds of communications platforms. 

 
Many common universities also 

opened micro film courses in recent 
years. There are two reasons for this. 
One is that there are larger demands 
for such talents during the industriali-
zation process of micro film; the other 
is that film creation is no longer out of 
reach, thanks to the popularization and 
application of digital film technologies. 

A lot of students, including those in 
common universities, yearn to have 
knowledge of and take film creation 
and production courses. Then, what 
characteristics do micro film courses 
have, and which aspects need attention 
during the teaching process? 

 
Micro film features low produc-

tion cost, low requirements on equip-
ment, short production cycle, and is 
therefore is easy to learn and practice. 
Shooting micro film is a very good 
way for learning film-related knowl-
edge, for its expression techniques and 
production process are not much dif-
ferent from those of traditional video 
clips. Shooting short videos has always 
been a common practice in film and 
television courses. Micro film has low 
thresholds for shooting and production. 
It is possible to produce classic works 
with comparatively smaller invest-
ments, just like many world-renowned 
short films do. Low-cost creation is 
ideal for students in their learning and 
practice phases. Both high-end and 
elementary equipment can be used for 
production of micro films. Among mi-
cro films enjoying high click rates 
online, some were produced by profes-
sional film and television equipment, 
while some were only taken by a 
DSLR camera or even a mobile phone. 
For example, the micro film Only 
Choice, starred by Aarif Lee and a 
prequel to the film Cold War, was pro-
duced by directors Lok Man Leung 
and Kim-Ching Luk and HTC. During 
the process, HTC mobile phones were 
used to shoot some scenes of the micro 
film, making it one of the first micro 
films produced with mobile phones. 
Similarly, investments in micro films 
can be either large or small in line with 
actual needs. Compared with that in 
professional film and television col-
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leges, the film and television discipline 
in common universities is under par. 
But micro film courses have even 
lower requirements on shooting 
equipment, fund, team and process, 
which makes micro film more suitable 
for practices by students. 

 
Having relatively strong interac-

tive, open and entertainment features, 
micro film may encourage interest and 
enthusiasm in learning film production. 
Thanks to open communications plat-
forms, micro films, which are oriented 
toward interaction and participation, 
can be broadcasted on the Internet as 
well as on mobile phones, the mobile 
TV sets of public transport vehicles, 
and other mobile terminals. During 
their learning and creation, students 
may acquire funding from multiple 
channels, such as online crowd funding 
platforms. Their works, after comple-
tion, may be shared on the Internet and 
many other platforms to directly inter-
act with audiences and solicit com-
ments from the general public, so as to 
receive more suggestions and guidance 
outside of classroom. Some excellent 
micro film works by students have 
been broadcasted and forwarded online; 
their creators and performers have also 
gained reputation and popularity. This 
is conducive to boosting students’ 
learning enthusiasm to a great extent. 

 
Micro Films Courses Analysis 

 
Through teaching practice it has 

been found that，the following aspects, 
however, need attention during teach-
ing of micro film courses: 

 
Having basic courses. 

Some common universities only 
have one independent course for micro 
film production. Consequently, the 

works of their students are often 
patchy. The reason is that though “mi-
cro” these films are, they often have 
high requirements on the comprehen-
sive qualifications of their creators. 
They require a wide range of basic 
knowledge, including playwriting, au-
dio & video languages, photography, 
video recording, film sound, film edit-
ing, and so on. Trying to cover so 
many contents in a mere course, there-
fore, can only achieve limited results, 
and have less relevance in learning and 
practice. On the contrary, relevant ba-
sic courses can help improving not 
only students’ practical skills but also 
their comprehensive qualifications. 

 
Paying attention to creativity and 
spending efforts in topics and contents.  
 

In the course of teaching, it is nec-
essary to make best use of the advan-
tages and bypass the disadvantages of 
micro film. Since there are convenient 
and diversified choices of new media 
broadcasting platforms, micro films 
need to attract audiences in a short 
span of time. When making micro 
films, students usually have small 
budgets and are unlikely to organize 
star lineups. Under such circumstances, 
contents are vital to an attractive film. 
Excellent micro film works in recent 
years consists of the following catego-
ries: 1. Creativity; 2. Fun; 3. Novelty; 
4. Philosophy; and 5. Care. During the 
2015 Chinese College Students Micro 
Film Contest, Dormitory, the winner of 
best original screenplay, builds on the 
hotspot topic of dormitory relationship 
in college to demonstrate off-the-
beaten-path friendship with a sus-
penseful plot, rendering an example of 
low-cost yet excellent works. Another 
example is micro film L’ACCO-
RDEUR, winner of Best Short Subjects 
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Award of International Short Film Fes-
tival Leuven 2011 and César Awards 
2012 respectively. L’ACCOR-DEUR is 
known in the cyberspace as the “best 
suspense micro film in history.” It 
works wonders in both technicality and 
plot structure. Excellent films, there-
fore, can also be produced with low 
costs. 

 
Cultivating students’ comprehensive 
qualifications. 
 

Like all forms of art works, micro 
film has its commerciality once being 
linked to gains. The first micro film 
Action is in fact an advertisement. Be 
it the early commercial micro film 
Route 66, the comic and commercial 
micro films by Hu Ge, or the Old Boys 
by Chopstick Brothers, all have their 
commercial purposes. Micro films 
have a unique business mode different 
from that of traditional films, so that 
micro film courses must help students 
understand and learn the commercial 
marketing of micro film. However, the 
combination of micro film and adver-
tisement has its advantages and disad-
vantages, as too much commercializa-
tion may compromise the artistic na-
ture of micro film. That’s why film-
related artistic cultivation is indispen-
sable. Students need to know that ex-
cellent micro films are not equivalent 
to popular online videos. Both com-
mercial and artistic ideas should be 
introduced to students during the 
course. 

 
Conclusions 

 
 As new media platforms continue 
to develop, “micro film is also actively 
expanding into the fields of Internet, 
television, games, animation and audio 
& video, showcasing significant crea-

tivity and originality.”② Micro film 
industry has tremendous development 
potential. Cultivation of talents is one 
of the key elements for micro film in-
dustry to grow larger and more profes-
sional. Only by focusing on the profes-
sionalized cultivation of talents can we 
stimulate students’ learning potential, 
improve teaching quality, continuously 
update knowledge, complete micro 
film courses, and identify more excel-
lent talents in this regard. 
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Abstract 
 

This paper explores the change in the governance in the field of facility management 
(FM) in the Netherlands by drawing upon the insights of the neoinstitutional theory. 
This is a qualitative field research which utilized multiple sources of data, that is, FM 
academic literature, practitioner documents/reports and semi-structured interviews 
with different actors in the field. The analysis reveals that the development of govern-
ance in the field of FM in the Netherlands has been substantially influenced by finan-
cial control. More specifically, different governance forms emerged over time without 
a significant change in the dominant institutional logic of financial control. This pro-
vides counterpoint to the institutional logics literature which suggests that new prac-
tices emerge when there is a change in the dominant institutional logics of an organ-
izational field. FM is a quite specific case and the concept/idea of FM was driven by 
the logic of financial control at the time of its origin in 1980s. Furthermore, the finan-
cial control logic remained dominant historically due to stringent financial environ-
ment and efforts of different organizations to cope with such an environment resulted 
in the emergence of new forms of governance over time. 
 
Key Words: Financial control, Governance change, Institutional logics, Institutional  

theory, Practice change/variation 

Introduction 
 

 Neoinstitutional theory is often 
used for explaining how innovations or 
new practices are adopted in an organ-
izational field as a result of isomorphic 
diffusion (DiMaggio & Powell, 1983) 
or how individuals and organizations 
strategically respond to institutional 

pressures (Oliver, 1991) by doing insti-
tutional work (Bjerregaard, 2011; 
Gilmore & Sillince, 2014; Lawrence & 
Suddaby, 2006). Institutional work re-
fers to ‘the purposive actions of indi-
viduals and organizations aimed at cre-
ating, maintaining and disrupting insti-
tutions Lawrence and Suddaby, 2006; 
p. 215). This stream of research on in-
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stitutional work features the role of 
institutional entrepreneurs in shaping 
the organizational fields and/or estab-
lishment of a new practice (Garud, Jain, 
& Kumraswamy, 2002; Greenwood, 
Suddaby, & Hinings, 2002; Lounsbury, 
2002). The notion of institutional en-
trepreneurship limits practice variation 
only to the actions of actors acting stra-
tegically and deflects attention from 
practice creation/ alternative sources of 
practice variation and the processes 
and activities that occur prior to the 
diffusion of a practice (Lounsbury and 
Crumley 2007; Lounsbury 2008). The 
institutional entrepreneurship gives a 
picture as if the actors are free from the 
influence of existing institutions and as 
if they have independent interests 
(Lounsbury 2008). The concept of in-
stitutional logics in neoinstitutional 
theory provides an alternative explana-
tion to practice variation/creation be-
cause the institutional logics guide 
human/managerial cognition in making 
decisions. Institutional logics are, ‘the 
socially constructed, historical patterns 
of material practices, assumptions, 
values, beliefs and rules by which in-
dividuals produce and reproduce their 
material subsistence, organize time and 
space and provide meaning to their so-
cial reality’ (Thornton & Ocasio, 1999; 
p.804).  
 
 Institutional logics offer histori-
cally contingent organizing principles 
and vocabularies of practice that shape 
individual and organizational values, 
beliefs and behaviour (Joseph, Ocasio, 
& McDonnell, 2014; Thornton, Ocasio, 
& Lounsbury, 2012). Institutional lo-
gics shape rational and mindful behav-
iour and individual and organizational 
actors also shape and change the insti-

tutional logics (Thornton, 2004). So-
cieties and organizational fields have 
different institutional logics and these 
different institutional logics are often 
contradictory to each other and such 
contradictions are the sources of 
change(Friedland & Alford, 1991). A 
focus on multiplicity of logics (multi-
ple forms of institutional rationality) 
can help in examining practice varia-
tion and dynamics of change in prac-
tice (Lounsbury 2008). Some prior re-
search suggests that logics may shift 
over time and such shifts result in 
changes in practices. For instance, 
Haveman & Rao (1997), illustrate how 
the rise of Progressive thought resulted 
in a change in savings and organiza-
tional forms in the US in the early 20th 
century. Similarly a change from pro-
fessional logics to market logics in US 
higher education publishing caused 
changes in the organization of execu-
tive succession process (Thornton & 
Ocasio, 1999). It has been suggested to 
further investigate where new logics 
and practices come from and how they 
are related to each other (Lounsbury 
2008). 
 
 The aim of this paper is to ex-
plore the emergence of different 
forms/practices of governing (ways of 
organizing) facility management (FM) 
in the Netherlands at a field level (in-
stead of a particular firm or an inter-
firm level) by using a combination of 
historical data (FM academic articles 
and practice documents) and semi-
structured interviews with different 
actors in the field of FM. The suppor-
tive services and processes (e.g. clean-
ing, repairs and maintenance, commu-
nications, catering, relocations, etc.) 
are called facility services and the 
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management of these processes and 
services is known as facility manage-
ment (FM). The term field or organiza-
tional field means the domains of or-
ganizations that in aggregate constitute 
a recognized area of institutional life, 
such as key suppliers, resource and 
product consumers, regulatory agen-
cies and other organizations producing 
similar services and products (Di-
Maggio and Powell, 1983) or a com-
munity of organizations that interact 
frequently and fatefully with each 
other (Scott, 1995). In this research the 
field comprises different organizations 
such as suppliers of facility services, 
service 1providers, professional asso-
ciations, consultants, researchers and 
educators, facility managers and the 
clients (organizations) of the service 
providers or suppliers. FM function 
can be organized by different depart-
ments individually within an organiza-
tion or an organization may centralize 
the planning and control of FM within 
an FM department or make a Shared 
Service Center (SSC) or choose for 
Integrated Facility Management (IFM)/ 
Total Facility Management (TFM) 
where there is only one service pro-
vider organization which does the 
management as well as the provision 
of facility services. But the question is: 
Why and how did different practices of 
governance or forms of organizing FM 
emerge and sustain?  
 
 The institutional logics literature 
suggests that the new (governance) 
practices would appear in any field 
(such as FM) when the institutional 
logics of that field change/blend or 

                                                 
1 Service providers are those suppliers who 
provide only IFM/TFM services.   

new logics emerge in that specific field 
(Lounsbury, 2008; Lounsbury & 
Crumley, 2007). New or changed/ 
blended logics are related to the 
changes in the field and emergence of 
new practices (new forms of govern-
ance in this paper).  However, the 
analysis of this field research shows 
that historically (from 1980-2009) only 
one dominant institutional logic ex-
isted in the field of FM over three dec-
ades in the Netherlands but different 
forms/practices of organizing FM ap-
peared over time. This dominant logic 
is the logic of financial control. The 
logic of financial control assumes that 
the primary objective of FM is to 
achieve efficiency by reducing 
cost/increasing profits. This finding 
has implications for the literature on 
institutional logics and practice varia-
tion. The basic premise of institutional 
logics literature is that new practices 
emerge when there is change (blending 
of logics or emergence of new logics) 
in the dominant logics of a specific 
field (cf. Lounsbury, 2008; Lounsbury 
& Crumley, 2007). Interestingly dif-
ferent practices of governance (FM 
department, SSCs, IFM/TFM) emerged 
over time (and still exist) in the field of 
FM in the Netherlands but the domi-
nant logic has been the same which is 
financial control. Substantial meanings 
stayed the same but forms of practice 
changed. The institutional rationality 
of financial control impacted the deci-
sion-making and brought material 
changes in the practice. This alterna-
tive insight may relate to the nature 
and history of FM because the drivers 
behind the origin of the concept of FM 
in 1980s were primarily related to cost 
savings/finance control and institu-
tional environment became severe for 
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the support services due to increasing 
competition and financial crises in tan-
dem with the development of theories 
that espoused the financial control 
logic. 
 
 The rest of the paper is organized 
as follows. The next section provides a 
brief review of the literature on institu-
tions, institutional logics and changes 
in practices. After that the research set-
ting and research method are discussed. 
Then the next section explains field 
study analysis. The last section pro-
vides discussion and conclusions. 
 

Literature Review 
 

 The institutions are the routinized, 
taken for granted set of ideas, beliefs 
and actions used in society that regu-
late the behavior of individuals (e.g. 
Jennings, Greenwood, Lounsbury, & 
Suddaby, 2013; Meyer & Rowan, 1977; 
Powell & DiMaggio, 1991). An institu-
tion is “more-or-less taken-for-granted 
repetitive social behavior that is under-
pinned by normative systems and cog-
nitive understandings that give mean-
ing to social exchange and thus enable 
self-reproducing social order” 
(Greenwood, Oliver, Sahlin, & 
Suddaby, 2008; pp.4-5). For example, 
governance (of FM) is an institution 
because it is a routinized and estab-
lished set of ideas and actions to coor-
dinate and control different activities 
(facility services). 
 
 Neoinstitutional theory suggests 
the organizations adopt new institu-
tional practices in order to conform to 
societal or institutional requirements 
and, thus, to become legitimate. Le-
gitimacy is ‘a generalized perception 

or assumption that the actions of an 
entity are desirable, proper or appro-
priate within some socially constructed 
system of norms, values, beliefs, and 
definitions’ (Suchman, 1995, p.574). 
The legitimacy brings support and ac-
ceptability in society. Since many or-
ganizations in a specific field or sector 
try to become legitimate, this results in 
isomorphism, that is, the similarity 
among several organizations. Isomor-
phism may be coercive (due to de-
pendency or legislative requirements 
or cultural expectation in the society), 
mimetic (copying the successful com-
panies in uncertainty) or normative 
(pressures from professionalism) (Di-
Maggio and Powell, 1983, Powell and 
DiMaggio, 1991). These three types of 
isomorphism are associated with three 
pillars of neoinstitutional theory that 
constrain behavior, namely, regulative, 
normative and cognitive pillars. The 
regulative pillar guides action through 
coercion and threat of formal sanction, 
the normative pillar guides action 
through norms of acceptability, moral-
ity and ethics and the cognitive pillar 
guides action through the very catego-
ries and frames by which actors know 
and interpret their world (Scott 1995). 
However, more than one isomorphic 
pressure may be operating simultane-
ously and potencies of institutional 
pressures may change over time as a 
result of constantly changing endoge-
nous factors (e.;g key decision maker’s 
norms, values and unconscious con-
formity to traditions like ideology, mo-
tivation, competence and professional-
ism at the individual level and shared 
belief systems, power and politics at 
the organizational level) and exoge-
nous factors (e.g.; regulatory pressures, 
public pressures, professional norms 
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and values at the organizational field 
level) (Carpenter & Feroz, 2001). 
However, the focus on the isomor-
phism and diffusion precludes the fo-
cus on why and how new practices 
emerge.  
 
 Another strand of research within 
neoinstitutional theory suggests focus 
on heterogeneity, change and practice 
creation instead of isomorphism by 
drawing upon the idea of institutional 
rationality (cf. Lounsbury 2008; 
Thornton et al., 2014). Institutions 
provide a collective rationality (called 
institutional rationality) that guides 
individual behaviour and that is be-
yond the discretion of an individual or 
an organization. This rationality 
stresses the influence of broader struc-
tures of meaning without being deter-
ministic (Lounsbury, 2008). Institu-
tional logics describe the contents and 
meanings of institutions. Differentiated 
Institutional logics influence individu-
als and organizations in a larger variety 
of contexts, including markets, indus-
tries and populations of organizational 
forms (Thornton & Ocasio, 2008). In-
stitutional logics influence the behav-
iour of the individuals and individual 
actors also affect and change the insti-
tutional logics (Thornton, 2004). Thus, 
the institutional logics provide a link 
between institutions and actions, that is, 
the situated forms of organizing are 
linked with beliefs and practices in 
wider institutional environments 
(Thornton & Ocasio, 2008). The logic 
comprises a set of material practices 
and symbolic constructions and is the 
core of each institution. The logic 
forms the organizing principles of an 
institution and helps organizations and 
individuals in their activities 

(Friedland & Alford, 1991). The core 
institutions of western society are the 
capitalist market, the bureaucratic state, 
family, democracy and religion, and 
each of these institutions has a central 
logic (Friedland & Alford, 1991). For 
instance, the logic of democracy is the 
participation and extension of popular 
control over human activity. The ty-
pology of the core institutions was fur-
ther developed by Thornton (2004) 
who demonstrates that the western so-
cieties are composed of six societal 
sectors- the market, the corporation, 
the professions, the family, the relig-
ions and the state. The institutional lo-
gics of the aforementioned institutions 
are inherently contradictory and such 
institutional contradictions may serve 
as the bases for political conflicts and 
institutional change. Individual, groups 
and organizations may exploit these 
cultural resources and institutional 
contradictions to transform institutions. 
The institutional logics approach em-
phasizes that individual and organiza-
tional behaviour can be understood 
when such a behaviour is located in a 
social and institutional context that 
both regularizes behaviour and pro-
vides an opportunity for agency and 
change (Thornton & Ocasio, 2008). 
The logics converge the attention of 
the key decision makers on a restricted 
set of issues and solutions (Ocasio, 
1997). The institutional logics litera-
ture suggests that new practices 
emerge in any organizational field 
when there is a change in the dominant 
institutional logics or new institutional 
logics surface in an organizational field 
and become robust/strong. For instance, 
a shift in healthcare logics led to the 
changes in the behavior of actors and 
governance structures (Scott, Reuf, 
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Mendel, & Caronna, 2000). Similarly, 
changes occurred in the executive suc-
cession due to changes in the institu-
tional logics of US higher education 
publishing from professional logics to 
market logics (Thornton and Ocasio 
1999). This paper draws on this idea of 
institutional logics to investigate the 
change in governance practices/forms 
over time in the field of facility man-
agement in the Netherlands.  

 
Research Setting And Methods 

 
 The research setting is the field 
of facility management in the Nether-
lands. The research started with the 
investigation of the emergence of a 
new form of organizing FM called In-
tegrated Facility Management (IFM) or 
Total Facility Management (TFM). 
IFM/TFM is a way of organizing facil-
ity services in such a way that all the 
facility management services and 
overhead work, including the employ-
ees involved, is outsourced to one ser-
vice provider (Twynstra-Gudde, 2006). 
During the process of data collection, it 
was found that other forms of organiz-
ing were also present and those forms 
appeared over time. This led to the in-
vestigation of how different forms of 
organizing FM emerged over time. For 
the purpose of this research the level of 
analysis was the field of facility ser-
vices in the Netherlands. An organiza-
tional field constitutes a community of 
organizations that interact frequently 
and fatefully with each other (Scott, 
1995). Thus in this research the organ-
izational field includes service provid-
ers of IFM/TFM, client organizations, 
suppliers (of different individual facil-
ity services but not service providers of 

IFM/TFM), professional associations 
and academics.  
 
 Some data were collected in the 
form of 21 semi-structured interviews 
with questions based on the literature 
in institutional theory regarding change 
in an organizational field. The table 1 
below gives information about the in-
terviews conducted with different ac-
tors in the field of FM in the Nether-
lands.  
 Other important sources of data 
included the FM market reports in the 
Netherlands for the years 2006, 2008, 
2010 and IFM Market report 2009. The 
complete list of field documents is 
available in the appendix A. Some 
academic literature in the area of FM, 
relating to the Netherlands from 1995-
2010, was also utilized to get credible 
understanding of the history of the de-
velopment of in the field. Furthermore 
the websites of different organizations 
were browsed and such data were used 
for the description and analysis. Dif-
ferent sources of evidence were ana-
lyzed to generate a reliable theoretical 
interpretation of the study. The access 
to most of the field actors was 
achieved by participating in a profes-
sional facility management conference 
where meeting with the conference 
manager built the foundation for poten-
tial interviewees. The interviews were 
conducted from March 2009 until No-
vember 2010. Most of the interviews 
had durations between 1 and 1 ½ hours. 
The data was coded by using qualita-
tive data analysis software ATLAS.ti 6. 
The qualitative data analysis software 
was very helpful in coding, data man-
agement and analysis.  
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TABLE 1: INTERVIEWS WITH DIFFERENT ACTORS IN THE FIELD 
 

 

 Field Study Analysis 
 

FM and IFM 
 

 The term ‘FM’ appeared in the 
American literature in the beginning of 
1980s and in the mid-1980s the term 

became popular in Europe, including 
the Netherlands (Wagenberg, 1997). 
The definition of FM is ambiguous. It 
is difficult to give a clear cut definition 
of FM and the contents of FM proba-
bly differ among organizations and 
change over time (Van Herk, Diepen-

Sr.# Month/Year Position Duration (minutes) 
1 March 2009 Facility Manager 111 
2 March 2009 Account Director (Service Pro-

vider) 
97 

3 February 2010 Consultant  103 (data lost due to 
recording error) 

4 February 2010 Facility manager  97 
5 February 2010 Academic  90 
6 February 2010 Consultant 88 
7 February 2010 Service Provider 59 
8 February 2010 Facility Management Netherlands 

(a professional association) 
47 

9 February 2010 Facility manager/ Client Organi-
zation 

68 

10 March 2010 Consultant 75 
11 March 2010 Service Provider 83 
12 April 2010 Facility manager / Client Organi-

zation 
81 

13 April 2010 Facility manager 89 
14 April 2010 Facility manager / Client Organi-

zation 
84 

15 April 2010 Facility manager / Client Organi-
zation 

72 

16 April 2010 Service Provider 81 

17 July 2010 Account Director (Service Pro-
vider) 

63 

18 July 2010 Senior FM Manager (Service 
Provider) 

26 

19 July 2010 Contract Manager (Service Pro-
vider) 

58 

20 October 2010 Manager Maintenance (supplier) 97 

21 November 2010 2 District Managers (Supplier) 96 
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Knegjens, Van der Kluit, & Maas, 
2006). A similar ambiguity was ob-
served with regard to the definition of 
IFM in the Netherlands: different ac-
tors in the field have different defini-
tions of IFM. The terms ‘main-
contracting’ and ‘total facility man-
agement (TFM)’ are alternative terms 
for IFM (Wagenberg, 1997; Ytsma & 
Ytsma, 2005). In IFM all activities re-
lated to housing, services and other 
means are provided by one organiza-
tion or service provider (Brat, 1996). 
As suggested by one academic knowl-
edgeable in the field, the construct of 
IFM is related to the way FM is gov-
erned and controlled. In case of IFM, 
organizations outsource their FM, ei-
ther internally or externally. The FM 
organization or department is an entity 
within an organization with a special 
focus on facility management. The 
word ‘integrated’ means that the inter-
nal FM organization has the power to 
plan and control the facility services 
that are provided to different internal 
customers. According to him, if the 
FM department or organization does 
not have the responsibility of planning 
and control, it is not FM, let alone in-
tegrated. He strongly conceives FM to 
be similar to IFM. He states:  
 

“The distinction between IFM, in 
conceptual terms, and FM for me 
is the same. FM by definition is in-
tegrated as an idea. But apparently 
the market needs to add this word 
integrated and I think that has to 
do with the devaluation of the idea 
of FM. IFM is a marketing tool” 
 

 However, in the field of FM in 
the Netherlands, it is a wide spread un-
derstanding that the term IFM involves 

external outsourcing. For instance, a 
consultant describes it as follows: 
 

“When we talk about IFM we are 
talking about outsourcing. IFM is 
outsourcing all your facility in-
cluding management and coordi-
nation to one supplier”.  
 
Different Forms Of Governing FM 

 
 Different ways of organizing fa-
cility services (emerging over time) in 
the field of FM in the Netherlands 
could be categorized into four broad 
types though some variations are also 
possible. 
 

a- Organization of facility ser-
vices by different depart-
ments/divisions individually 
within an organization 

b- Organization of facility ser-
vices by a facility manager/FM 
department with central plan-
ning and control. It may involve 
outsourcing of facility services.   

c- Shared service center by cen-
tralizing the FM function (with 
internal and/or external out-
sourcing).  

d- IFM (emerged in the Nether-
lands roughly in the mid-1990s) 
wherein the operations as well 
as the management of facility 
services is transferred to a ser-
vice provider. IFM phase does 
not mean that other forms of 
organizing were absent. Rather 
there has also been an increase 
in centralized FM departments, 
outsourcing and shared service 
centers. 
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 Facility services department is an 
expense center. “Expense centers are 
responsibility centers for which inputs 
or expenses are measured in monetary 
terms, but for which outputs are not 
measured in monetary terms” 
(Anthony & Govindarajan, 1994, 
p.134). The governance of a cost center 
may be handled by a manager who is 
responsible for the cost center. One of 
the major reasons of the early devel-
opments towards making a facility 
management department /unit with a 
responsible manager was to focus on 
core and save costs instead of having 
FM functions dispersed over different 
departments within the organization. 
This also necessitated the need to de-
velop the knowledge base for the facil-
ity managers. The following opinion of 
an academic, in FM area, matches with 
the historical analysis of academic arti-
cles and field documents when he de-
scribes the rationale behind this 
movement as follows: 
 
 “So about 20 (1980s) years ago 
in the Netherlands, the multinationals 
started to see that it was not a good 
idea to have all these separate activi-
ties from management and control 
point of view. The academic research 
also hinted at that and then you see 
that they decided to put them at least 
under a new manager who had also a 
higher position in the organization and 
kind of collected all these activities and 
made the manager responsible to run 
these things. And basically there was 
an idea that if you did it that way, the 
magic of management would happen 
and the costs would go down and a lot 
of practical problems would be solved 
slowly. I immediately started to see 
their questions were management re-

lated. How can we control things? 
How can we know what we are spend-
ing in these fields because there was 
no idea? This was an overhead. It was 
booked as overhead and the overhead 
was growing and growing so control-
lers at the level of these large organi-
zations were becoming more and more 
annoyed because of these growing 
overheads and because of the fact that 
they could not control it. So basically 
they said, managers you start to con-
trol it. So lot of emphasis has been on 
the cost side.” 
 
 IBM was the first case in the 
Netherlands that adopted the idea of 
IFM and the rationale for such a move 
was also cost reduction, flexibility and 
increasing shareholders’ value. For in-
stance a facility manager and an active 
member of a professional association 
in the field, gives examples how IBM 
and other companies adopted IFM be-
cause they wanted to reduce costs 
(headcounts) and increase sharehold-
ers’ value. 
 
 “In 1995 at a golf course, the 
general manager at IBM told me that 
he was busy with the process of start-
ing with Johnson Controls as their in-
tegrated facility manager. IBM was in 
downfall and they had to cut costs and 
they wanted to make their costs flexible 
and their main goal was actually more 
shareholders’ value. They said ok how 
our fixed cost (such as personnel cost) 
can become flexible so that we can 
prove to our shareholders in account-
ing. After outsourcing the value of 
Dutch IBM rose because they cut off 
about 350 FTEs. The shareholders 
said wow you have made cost flexible 
and they actually earned the cost of 
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their outsourcing immediately with the 
process from their shareholders. You 
see the whole IFM started from much 
more international companies that 
have a connection with shareholders 
value. If you have a huge inflexible 
cost (200 or 250 own staff) that is dif-
ficult especially in Dutch Law. If you 
want to get rid of somebody, you have 
to make full payment of 2 years to that 
person. That’s, of course, a lot of 
money. Companies in Holland make 
cost flexible like this. Just before 
merger with Air France, KLM out-
sourced 300 people only to have a bet-
ter negotiation with Air France. IBM 
was one of first companies which had 
outsourced totally their huge amount 
in 1994-95.” 
 

 The two quotes above highlight 
how the field of FM and governance of 
FM had been changing over time. The 
idea of having FM department carries 
the concept of imposing financial con-
trol. Similarly, the adoption of IFM by 
IBM was motivated by the financial 
control perspective in the form of cost 
reduction.  
 

Historical Developments 
 

 The historical analysis of the FM 
academic literature and practitioner 
data helped in drawing the timeline of 
the emergence of different forms of 
governance. Table 2 below shows three 
phases of the emergence of different 
governance forms. 

Table 2: An Overview Of Historical Emergence Of Different Governance            
Practices/Forms 

 
Phases Time Periods Governance Forms 
Phase-1 Pre-1980s i- Centralized control of activities 

ii- Dispersed activities of FM in different departments / divi-
sions 

 
Phase-2 1980s-1990s i- FM department (without or without outsourcing) with responsi-

bility for planning and control of facility services 
ii- SSCs ( internal or external outsourcing)  
iii- IFM (one example in mid 1990s) 

Phase-3 2000-2009 i- FM department (without or without outsourcing) with responsi-
bility for planning and control of facility services 

ii- SSCs ( internal or external outsourcing)  
iii- IFM / TFM (Many companies were adopting this practice) 

 

PHASE-1 (PRE-1980s) 
 

 Before 1980s there was growth in 
divisional forms. Real estate and facil-
ity management departments were 
founded because of expansion in the 

business activities (mass-production & 
growth) in the first few decades of the 
twentieth century (Krumm, 2001). 
There was continuous growth, interna-
tionalization and transformation of tra-
ditional functional structures into struc-
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tures based on geographical distinc-
tions (Krumm, 2001). Hence the gov-
ernance forms present during this pe-
riod of time were centralized control of 
FM activities and/or divisional form of 
control. 
 

PHASE-2 (1980s-1990s) 
 

 The recession in 1970s contrib-
uted to the breakthrough of FM be-
cause it forced companies to manage 
costs more precisely (Barnhoorn, 
1995). Management had lost control by 
pushing down services (Barnhoorn, 
1995). In the beginning of the 1970s, 
rising competition and the increasing 
cost of doing business forced corpora-
tions to rethink their existing structures 
and strategies (Krumm, 2001). Theo-
ries of value chain and distinction be-
tween primary and support functions 
(Porter, 1985) and concept of core 
competence (Hamel & Pralahad, 1994), 
had been driving the companies to fo-
cus on their core business and out-
source support functions like FM (Brat, 
1996; Jensen, 2008). There were  
trends such as back-to-the core, down-
sizing, outsourcing and right sizing 
(Krumm, 2001). The economic history 
of USA and UK and influence on FM 
was prominent where the 1980s was 
the time of intermittent recession and 
consistently vigorous cost-cutting in 
FM and 1990s was the time of, for 
economic reasons, the rapid rise of 
outsourcing of FM functions (Duffy, 
2000). During this phase IFMA (Inter-
national Facility Management Associa-
tion) and FMN (Facility Management 
Netherlands) were created. Dutch mar-
ket knew only single service suppliers 
and there were no suppliers of integral 
facility packages (Brat, 1996). The 

field of FM has been influenced by the 
concept of financial control since 
1980s. In 1980s-1990s, the companies 
experienced competition, recession and 
increase in the cost of operations on 
the one hand, while on the other hand 
theories that supported the rationaliza-
tion and financial control emerged (for 
instance, the theory of the value chain, 
regarding a focus on the core and the 
outsourcing of the non-core). Similarly, 
the idea of having an FM department 
with a responsible manager implied 
enacting financial control. The govern-
ance forms that emerged during 1980s-
1990s were FM departments (with or 
without outsourcing), SSCs and IFM. 
For instance, Dutch Municipalities 
(Wagenberg, 2003) and DSM- a me-
dium sized international chemical or-
ganization in the Netherlands adopted 
FM Department form of governance. 
Shell had a SSC called Shell Services 
International (SSI) in 1995 and Ahold 
also had worldwide centers of excel-
lence (SSCs) (Krumm, 2001). IBM 
was the first example in the Nether-
lands, in the mid-1990s, which went 
for IFM form of governance. The ser-
vice provider was Johnson Controls. 
Many authors consider cost control to 
be an important task of facility manag-
ers and some define FM as an eco-
nomic function concerned with ensur-
ing an efficient use of physical re-
sources by controlling cost (Duffy, 
2000; Grimshaw, 2003). History shows 
that a business environment that was 
focused on an adequate return on capi-
tal had impacted the practice of FM 
towards cost control and outsourcing 
over time (Duffy, 2000). For instance, 
a Dutch study (cited in Van Wagen-
berg, 1997) on outsourcing 
(Groeneweg, 1996) indicates that cost 
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reduction was the main motive for out-
sourcing. Similarly, one of the objec-
tives of FM is to facilitate work in an 
efficient way and to contain cost 
(Wagenberg & Vogel, 1993). The 
benchmark studies also reinforce the 
perspective of financial control be-
cause one of the major purposes of 
benchmarking is to compare costs and 
take appropriate actions to reduce cost 
and become efficient.  
 

PHASE-3 (2000-2009) 
 

 The outsourcing grew in this dec-
ade. The outsourced market size was 
63% in 2009 as compared to 57% in 
2000 and the outsourced market 
growth index shows a growth of 8% 
during these 9 years (Gijsbers, Van der 
Kluit, & Spijker, 2010).This last phase 
(2000-2009) shows that cost reduction 
pressures and financial crises strength-
ened the financial control perspective. 
For instance, according to Netherlands 
FM market report of 2010, 61% of the 
facility managers got average cost re-
duction targets of 10.5% from their 
managements. The organizations were 
often looking for ways to rationalize 
the non-core and enhance sharehold-
ers’ value. The pressure to enhance 
profitability included pressure to re-
duce costs (Krumm, 2001). The IFM 
decisions of initial (IBM) and later 
ones were dominantly driven by the 
logic of financial control. The FM 
market report of 2010 suggests that the 
criteria for selecting the service pro-
viders had become tougher in terms of 
more focus on price (cost savings) 
(Gijsbers et al., 2010, p.68,74,100). 
The governance forms that were pre-
sent during the last phase included FM 
department, SSC, IFM/TFM and finan-

cial control logic underpinned all these 
forms of organizing. During this dec-
ade many companies were adopting 
IFM / TFM form of governance, for 
instance, Dutch Railways (NS), KPN, 
Philips and KLM. The proponents of 
all forms of organizing FM claimed 
efficiency or cost savings to be a major 
objective. The multinational and big 
national organizations were more in-
clined towards IFM. Small companies, 
government and non-profit organiza-
tions did not consider IFM to be an ap-
propriate choice and they preferred 
other forms. A consultant explained it 
as follows: 
 
 “For the last couple of years (3 
to 4 years) most of the large corporate 
companies are interested in this way 
(IFM) of organizing FM. So they all do 
studies, they all outsource; they all are 
looking for parties. It’s not popular for 
the smaller one, for the government 
and educational facilities. It’s only the 
private sector.”   
 
 The dominance of a logic of fi-
nancial is consistent with the observa-
tion that the organizations themselves 
are the main drivers behind the devel-
opment of FM (Wagenberg, 1997). 
The big multinational organizations, in 
most cases, come in contact with dif-
ferent fields and logics (Greenwood & 
Suddaby, 2006) and the logic of finan-
cial control is acceptable to and is 
compatible with the market and corpo-
rate logics. That is why such organiza-
tions are often looking for ways to ra-
tionalize and enhance shareholders’ 
value. The logic of financial control is 
connected to the broader societal logics 
of market (shareholders’ value) and 
corporation (profitability).  
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Logic Of Financial Control 

 
 The analysis of the data suggests 
that the logic of financial control has 
been dominant in the field of FM in the 
Netherlands. Table 3 gives a summary 
of the characteristics of the logic of 
financial control. 
 
 All the actors in the field sub-
scribe to the logic of financial control. 
The institutional logics of markets are 
complementary to the goals of corpora-
tions (Thornton, 2002). The logic of 
financial control has also helped the 
FM profession to grow and innovate. 
The pressures to rationalize and reduce 
cost and become flexible have led to 
innovative approaches to managing the 

facilities that support the business 
(Alexander, 2003). The severe com-
mercial and competitive pressures on 
business have in a way increased the 
practical relevance and significance of 
FM to the organizations because the 
organizations have to realize cost sav-
ings and have to focus on the core to 
be competitive (Pathirage, Haigh, Am-
aratunga, & Baldry, 2008; Sullivan, 
Georgoulis, & Lines, 2010). While at 
the one hand the focus is on core and 
reducing cost, at the other hand the fa-
cility services are no longer of mar-
ginal significance (Pathirage et al. 
2008). The logic of financial control 
dictated by the economic environment 
has also helped the professionalization  
 

TABLE 3: CHARACTERISTICS OF THE LOGIC OF FINANCIAL CONTROL 

 

- Efficiency and economies of scale 

- Financial control and cost containment 

- Benchmarking 

- Transparency 

- FM as a business 

- Increasing profits 

- Building a competitive position 

- Capital committed to market return 

- Market as a control mechanism 

- Reduction in headcount 

- Shareholders’ value 

- Profitability 
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of  FM. The logic of financial control 
remained dominant and became 
stronger due to financial crises in 2008. 
The service providers of IFM and con-
sultants claimed that they were profes-
sionalizing the field of FM by imple-
menting the logic of financial control. 
For instance, a service provider ex-
plains how they are professionalizing 
the field of FM: 
 
 “The field has changed because of the 
pressures from the top management in 
organizations and because of the role 
of the consultancy organizations. They 
started to benchmark and they bench-
marked the outsourced clients com-
pared to in-sourced facility manage-
ment and said, ‘hey you can achieve 
50% lower cost and look what’s hap-
pening.’ It’s our core business as ser-
vice providers. We are developing 
tools and systems on a very higher 
level with very fast development. We 
have to, because we want to be suc-
cessful. So we developed a fully auto-
matic system of what you call Facility 
Scorecards for our clients and a single 
client could not ever invest that amount 
of money with that kind of knowledge 
to develop something like that. And if 
they had developed this it was already 
old because we develop these things 
for 150 clients and implement it and 
the lessons are learnt. So there is a 
continuous improvement. Not only on 
the level of cost but especially on the 
level of professionalism of FM. The 
service providers develop themselves 
and their profession quite fast” 
 

Discussion And Conclusions 
 

The paper aims to explore the 
change in governance of FM in the 

Netherlands by drawing upon multiple 
sources of data. Unlike other profes-
sions FM is relatively young and de-
veloping profession. The analysis of 
the data reveals that the logic of finan-
cial control has been the dominant 
logic. In this logic the role of FM func-
tion is to promote efficiency and 
economies of scale, financial control 
and cost containment, transparency, 
reduction in headcount, shareholders’ 
value, increasing profits, etc. There 
have been some concerns to include 
non-financial aspects in the governance 
of the FM. For instance, FM is a pro-
fession which focuses on a broader 
context where there is an ethical use of 
knowledge (Alexander 2003) and so-
cial responsibility to meet the needs of 
all stakeholders (Grimshaw 2003) in-
stead of only shareholders. Similarly, 
FM adds to whole supply chain 
(Alexander, 1999) and value addition 
is about optimization instead of only 
cost cutting (Roberts, 2001). Users’ 
needs and interest are important and 
cost cutting should be put in the con-
text of greater effectiveness (Duffy 
2000). There have been suggestions 
that corporations should go beyond 
sheer operational efficiency and the 
decisions regarding an in-house de-
partment or external service providers 
should be made on the basis of best 
services delivered. It is about effec-
tiveness, users’ interests, social and 
ethical responsibility and better living 
and working conditions. A rigidly con-
trolled work place exhibits a lack of 
professionalism. FM is under-
researched and is at an early stage of 
its development (Nutt, 1999; 
Ventovuori, Lehtonen, Salonen, & Ne-
nonen, 2007). In academic terms, FM 
is a comparatively new subject area; a 
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field that has grown out of diverse in-
terests from different subjects. It is not 
an academic discipline in a conven-
tional sense (De Bruijn, Van Wezel, & 
Wood, 2001). However, dominance of 
financial control has sustained over 
time.  

 
 The research findings indicate 
that in all forms of organizing FM the 
objective is to impose financial control 
over facility services/operations. The 
field of FM has traditionally been ruled 
by financial control logic which is 
connected to broader logics of share-
holders value and profitability. Finan-
cial control perspective has been but-
tressed by the competition and finan-
cial crisis over time. Emergence of dif-
ferent theories on organizing business 
activities supported the financial logic 
and shaped the field. For instance, the 
theory of the value chain, concepts of 
core competence and theories on out-
sourcing have been influential in shap-
ing the understanding of the people and 
organizations towards rationalization. 
Service providers and consultants con-
sider implementing financial control is 
a professional way of handling facili-
ties services. 
  
 This study also adds to the insti-
tutional theory by illustrating that new 
practices may emerge and develop 

without a substantial change in the 
dominant institutional logics. This pro-
vides counterpoint to most of the re-
search on institutional logics (e.g. 
Lounsbury, 2008; Lounsbury & Crum-
ley, 2007; Thornton & Ocasio, 1999). 
The logic of financial control had been 
dominant since 1980s but still new 
forms of governance emerged over 
time till 2010. The forms of govern-
ance emerging over time were the cen-
tralized FM departments, SSCs and 
IFM/TFM. One possible explanation is 
that the institutional environment in the 
FM is quite specific (FM is a support 
function) and the origins of the con-
cept/idea and practice of FM in 1980s 
as a solution to controlling costs (in 
1980s) were driven by the logic of fi-
nancial control. Further, the institu-
tional environment has been financially 
stringent and service providers and cli-
ent organization have been acting stra-
tegically to cope with the institutional 
pressures of reducing costs. The strate-
gic actions of the service providers and 
client organizations, especially interna-
tional ones, resulted in the emergence 
of new forms of governance over time. 
  
 Future research may be con-
ducted to explore the further develop-
ments in the field of FM and their im-
plications for neoinstitutional theory 
and practice variation. 
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Appendix A: Overview Of Field Documents 
 

Sr. Name Description 
1 2010 De Nederlandse Facility Management Markt- 

Een overzicht van cijfers, trends en ontwikkelingen 
by Ellen Gijsbers, Arne van ’t Spijker & Jelle van 
der Kluit 

2010 FM Market in the Netherlands—a joint 
publication of Twyndstra Gudde, Adviseurs & 
Managers (consultants) and FMN (Facility 
Management Nederland)—a professional asso-
ciation.  

2 2008 De Nederlandse Facility Management Markt- 
Een overzicht van cijfers, trends en ontwikkelingen 
by E. Gijsbers & J.P.C van der Kluit. 

2008 FM Market in the Netherlands—a joint 
publication of Twyndstra Gudde, Adviseurs & 
Managers (consultants) and FMN (Facility 
Management Nederland)—a professional asso-
ciation.   

3 Facility Management in the Netherlands- Market 
Analysis 2006, by Manon van Herk, Corrina van 
Diepen-Knegjens, Jelle van der Kluit & George 
Maas. 

Twyndstra Gudde, Adviseurs & Managers 
(consultants).   

4 De markt van Integraal Facility Management in 
Beeld Gebracht- Een verkennend onderzoek naar de 
stand van zaken 2009 by Richard Lennartz & Rob 
Veeke 

A joint publication of Significant-advies- en 
onderzoekbureau (consultants)  and FMN (Fa-
cility Management Nederland)—a professional 
association.   

5 The view of Facility Managers about Integrated Fa-
cility Management 2008 by Ellen Gijsbers. 

Master thesis.  

6 Responsiveness of Total Outsourcing of Facility 
Management, 2007 by T. Bensdorp BSc. 

Master thesis jointly supervised by two academ-
ics and a manager from a renowned service 
provider firm. 

7 FM Market Size in Europe by Sven A. Teichmann 
MBE, issue 11, September 2009. 

Published in EuroFM Publication called Euro-
pean FM Insight. This is a practitioners’ maga-
zine. 

8 Demand Management- Changing the way Organiza-
tions Acquire Goods and Services. 

A publication by a consultant named AT-
KEARNEY. 
 

9 Trends in FM practice and academic research from a 
Dutch perspective. 

A PowerPoint presentation by Professor Dries 
van Wagenberg, Endowed Chair Facility Man-
agement, Directeur Centrum Facility Manage-
ment, browsed from internet. 

10 Integrated Facility Management. A presentation by a consultant. 
11 What is FM? A presentation by a consultant. 
12 almanak 2009- De informatiecatalogus voor alle le- A publication by FMN. It contains the informa-
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den van Facility Management Nederland. tion about the members of FMN. 
13 Geschiedenis van Facility Management- van zoete-

laar tot facility manager by Wessel Ytsma & Michiel 
Ytsma. 

A publication by FMN. It is about the history of 
FM in the Netherlands. 

14 The past, present and future of facility management 
in Europe by Graves, Hitch, Armstrong and Becker.  

Browsed on 08-03-2011 at EuroFM website at 
the following web address 
http://www.eurofm.org/about-us/what-is-fm/ 

15 EN 15221-1 A presentation about European definition of FM 
by EuroFM- European Facility Management 
Network. 

16 The paradigm shift to the demand organization by 
Iwan Liem.  

A PowerPoint presentation by a member of F-
MEX Foundation (an association of facility 
managers). 

17 De facility manager regisseert 2009- Positie, 
verantwordelijkheden en bloning in een veranderend 
werkveld by Heleen Ruys, Henk Visser & Marijke 
Wiedemeijer.  

A joint publication of Kluwer, Hospitality In-
terim, FMN and Facto Magazine.  

18 The outsourcing monitor  A publication by a consultant. 
19 De Toekmost van Facility Management in Neder-

land, 2011, by A.F. van Wagenberg. 
A publication by FMN 

20 Nederlandse Facility Costs Index Coöperatie U.A. An independent authority which gathers costs 
data, based on NEN 2748, from its members to 
calculate the costs indices / benchmarks for 
costs of facility services within the Netherlands. 

21  NEN-2748 (Nederlandse Norm-2748) A Dutch standard for Terms for facility- Classi-
fication and definition. 
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Abstract 
 

This paper focuses on explore of editing frequencies trends of emotion clips in films.  
Clip is an important aspect in film making process, as well as the last recreation step 
for films. Films not only convey emotions to the audiences though images and sound-
tracks, but also use editing frequency to help the audiences share the emotions ex-
pressed therein. Film-related art is changing with time and the development of science 
and technology, so does film editing. The author builds on the montage theory to 
make a data-based analysis of editing frequencies. With film clips selected from the 
past decade or so, the author tries to identify variation in the editing frequencies of 
emotion clips, looks at film editing from a development perspective, so as to provide 
reference data and theoretical analysis for editing of emotion clips in the latter stage 
of film making. 
 
Key words: emotion clip, editing frequency, trend. 
 

Introduction 
 

Editing is an important link in film 
making, as well as the last recreation 
step for films. During the one hundred 
plus years since the birth of the film, 
social development and science and 
technology progress have resulted in 
the constant changes and innovations 
of film editing ideas and techniques, 
ranging from non-editing at the begin-
ning stage to re-shooting of film clips, 
to the attempt of Edwin S. Porter to 
switch time and space, to the seamless  
 

 
editing by D.W. Griffith, and to the 
montage theory of Sergei Eisenstein. 
As time went by, the editing frequen-
cies of emotion clips also changed 
gradually. Have the editing frequencies 
of emotion clips changed significantly 
in the past decade? If so, what are the 
change trends of editing frequencies in 
emotion clips? 
 

Related Research 
“Film editing means breaking 

down and assembling the images and 
soundtracks of films. Large quantities 
of film clips are sorted, selected, bro-
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ken down and assembled to create a 
work with consistent and smooth pro-
gress, clear meaning, outstanding 
theme, and artistic influence.” Through 
editing of clips, the film generates a 
rhythm to motivate the audience’s 
emotions and achieve premium visual 
and audio effects. Rhythm is an orderly 
synergy of organizing variables to cre-
ate a consistency. Rhythm fully show-
cases the aesthetics of art, and film art 
is no exception in this regard. During 
the editing of a film, deciding the 
lengths of clips can also generate a 
sense of rhythm. Such treatment can 
enhance the artistic expression and in-
fluence of the film. 

 
Walter Scott Murch, the most re-

spected film editor and sound designer 
in the modern cinema, put forward the 
Rule of Six for editing and prioritized 
them: 1. Emotion, 51%; 2. Story, 23%; 
3. Rhythm, 10%; 4. Eye-trace (the po-
sition and movement of the audience’s 
attention focus in the image frame), 
7%; 5. Two-dimensional plane of 
screen (such as axis line), 5%; and 
6.Three-dimensional space of action 
(the positions of characters in space 
and their relative relations), 4%. The 
percentile distribution is just an exam-
ple, but it shows that the most impor-
tant job of editing is to motivate the 
audience’s emotions, because the ratio 
of emotion is higher than the sum of 
the rest 5 items. In emotion-conveying 
clips, the rhythm of editing plays a 
critical role. Such rhythm is none other 
than the editing frequency. And editing 
frequencies vary in different emotions, 
which is elaborated in another article 
“Editing analysis on emotional expres-
sion of film” by the same author. 

 
Throughout the history of film, the 

editing frequency has been getting 

higher on the whole. This is closely 
related to the pace of life and the de-
velopment of film techniques. From 
the debut of film to the era of digital 
technologies, from the L'arrivée d'un 
train à La Ciotat produced by Lumière 
brothers in 1895 to the American film 
Whiplash in 2014, the rhythm of film 
has changed greatly. From the audi-
ence’s perspective, the quantities of 
received visual and audio information 
are increasing, and the receiving speed 
is also getting faster. In order to accu-
rately convey message and attract the 
full attention of the audience, the over-
all rhythm of film has quickened, and 
the editing frequency became higher 
accordingly.    

 
Some scholars reckon that: 

“...When such frequency reaches a 
peak and transcends the audience’s re-
ception capacity, it will no longer get 
higher and may even decline...... It is 
very likely that the editing frequency 
of film will reach a peak in the future 
and decline abruptly back to an aver-
age level. ” ②Certainly, this is an as-
sumption by some scholars. We should 
realize that though editing frequency is 
related to techniques, the decisive fac-
tor is the physiological and psycho-
logical reactions of the audience. The 
society is progressing and lifestyle is 
changing, so the audience’s reaction 
upon receiving information changes 
too. When expressing different emo-
tions, therefore, the change of editing 
frequency should also vary. 

 
Experiment and Analysis 

 
The author selected four kinds of 

most commonly seen emotion clips 
from well-known films in 2004 and 
2014: joy, anger, sadness and fear. 
There are altogether 16 clips. The edit-



 

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

42 

ing frequencies of emotion clips ten 
years apart are compared. 

 
The 8 emotion clips in 2004 are as 

follows: 
..As shown in Figure 1, clip of “A 
Moment to Remember”: Two persons 
in love are emotionally tortured by 
memory loss, and they sadly pour out 
their agony. The clip lasts 4 minutes 23 
seconds and includes 55 editing points. 
..As shown in Figure 2, clip of “The 
Butterfly Effect”: Evan Treborn 
grieves upon hearing the suicide of 
Kayleigh Miller. The clip lasts 59 sec-
onds and includes 10 editing points. 
..As shown in Figure 3, clip of “The 
Day After Tomorrow”: Survivors are 
full of rebirth-like joy after the disaster. 
The clip lasts 1 minute 30 seconds and 
includes 24 editing points. 
..As shown in Figure 4, clip of “Hawk-
ing”: Stephen Hawking dashes off the 
train to joyfully share his great discov-
ery with his friends. The clip lasts 1 
minute 58 seconds and includes 29 ed-
iting points. 
..As shown in Figure 5, clip of “Shut-
ter”: Thun senses the abnormality in 
the room, and inadvertently takes a 
photo to discover the horrifying truth. 

The clip lasts 2 minutes 48 seconds 
and includes 57 editing points. 
..As shown in Figure 6, clip of “Koma”: 
Socialite Ching wakes up to find that 
somebody is lurking in her house, her 
mind filled with fear. The clip lasts 4 
minutes 43 seconds and includes 47 
editing points. 
..As shown in Figure 7, clip of 
“Taegukgi”: Soldiers have disputes, 
angrily quarrelling and fighting one 
another. The clip lasts 2 minutes 36 
seconds and includes 58 editing points. 
.. As shown in Figure 8, clip of 
“Crash”: The television producer an-
grily beats up the car thief after being 
treated unfairly. The clip lasts 3 min-
utes 55 seconds and includes 113 edit-
ing points. 
 

The number of editing points and 
duration in Table 1 show that: Clips 
showing joy generate an editing point 
every 3.91 seconds, while clips show-
ing anger generate an editing point 
every 2.38 seconds in average. Clips 
showing sadness generate an editing 
point every 5.34 seconds, while clips  
 
 

.  
Figure.1 Clip of movie “A Moment to Remember” 

 

 
Figure 2, Clip of movie “The Butterfly Effect” 
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Figure.3 Clip of movie “The Day After Tomorrow” 

 

 
Figure.4 Clip of movie “Hawking” 

 

 
Figure.5 Clip of movie “Shutter” 

 

 
Figure.6 Clip of movie “Koma” 

 

 
Figure.7 Clip of movie “Taegukgi” 

 

 
Figure.8 Clip of movie “Crash” 
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Table 1.  Average duration. 

Emotion 
Duration 
(Seconds/Time) 

Joy Anger Sadness Fear 

The Day After 
Tomorrow 

3.75    

Hawking 4.07    

Taegukgi  2.69   

Crash  2.08   

The Butterfly 
Effect 

  5.9  

A Moment to 
Remember 

  4.78  

Shutter    2.94 

Koma    6.02 

Average Value 3.91 2.38 5.34 4.48 

 
showing fear generate an editing point 
every 4.48 seconds in average. 
 

The 8 emotion clips in 2014 are as 
follows:  
..As shown in Figure 9, clip of “Com-
ing Home”: After going through untold 
sufferings, Lu Yan returns home to see 
his beloved wife. The clip lasts 4 min-
utes 35 seconds and includes 37      
editing points.   
..As shown in Figure 10, clip of “Dear-
est”: Despite a close range, mother and 
adopted daughter fail to reunite, crying 
sadly. The clip lasts 2 minutes 2 sec-
onds and includes 28 editing points. 
..As shown in Figure 11, clip of “For-
ever Young”: Six young people are 

playing at the sea side, full of joy and 
vision. The clip lasts 3 minutes 16 sec-
onds and includes 32 editing points. 
..As shown in Figure 12, clip of 
“Transformers”: Age of Extinction: 
Optimus Prime comes back to life and 
reunites with his fellow Autobots, who 
are jubilant. The clip lasts 2 minutes 21 
seconds and includes 39 editing points. 
..As shown in Figure 13, clip of “Wolf 
Creek 2”: The traveler runs into a per-
vert killer on the way. The clip lasts 5 
minutes 23 seconds and includes 144 
editing points. 
..As shown in Figure 14, clip of   
“Hungry Ghost Ritual”: Zong Hua runs 
into an ugly and ferocious ghost on his 
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night trip. The clip lasts 1 minute 42 
seconds and includes 32 editing points. 
 
..As shown in Figure 15, clip of 
“Banlieue 3”: Lino burns with anger 
when seeing Laura pulled out at the 
end of a chain. The clip lasts 50 sec-
onds and includes 22 editing points. 

 
..As shown in Figure 16, clip of 
“Overheard 3”: Uncle Nine makes 
trouble and forces Aunt Jiao to sell her 
land. Cho fights back in anger. The 
clip lasts 1 minute 53 seconds and in-
cludes 48 editing points. 

 
 

A. 

 
Figure 9, clip of “Coming Home” 

 

 
Figure 10, clip of “Dearest” 

 

 
Figure 11, clip of “Forever Young” 

 

 
Figure 12, clip of “Transformers” 

 

 
Figure 13, clip of “Wolf Creek 2” 
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Figure 14, clip of “Hungry Ghost Ritual” 

 

 
Figure 15, clip of “Banlieue 3” 

 

 
Figure 16, clip of “Overheard 3” 

 
 

The number of editing points and 
duration in Table 2 show that: Clips 
showing joy generate an editing point 
every 4.87 seconds, while clips show-
ing anger generate an editing point 
every 2.31 seconds in average. Clips 
showing sadness generate an editing 
point every 5.90 seconds, while clips 
showing fear generate an editing point 
every 2.71 seconds in average. 

 
Conclusions 

 
By comparing the average values 

of emotion editing in 2004 with those 
in 2014, we can see that: The editing 
frequency of anger clips remains the 
highest; it gets a little higher but with-
out much change. The editing fre-
quency of fear clips increases signifi-
cantly, with the average time for gen-
erating an editing point being short-
ened from 4.48 seconds to 2.71 sec-
onds. While the editing frequency of 
joy clips decreases, with the average 

time for generating an editing point 
being lengthened from 3.91 seconds to 
4.87 seconds. The editing frequency of 
sadness clips remains the lowest and 
declines a little, with the average time 
for generating an editing point being 
lengthened from 5.34 seconds to 5.90 
seconds. Data show that not all the ed-
iting frequencies increase in the past 
decade. When expressing different 
emotions, the changes of editing fre-
quencies vary. The change trends of 
editing frequencies for emotion clips 
are divided into two categories: higher 
and lower.
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Table 2.  Average duration. 
 

Emotion 
Duration 
(Seconds/Time) 

Joy Anger Sadness Fear 

Forever Young 6.12    

Transformers: 
Age of Extinc-
tion 

3.61    

Banlieue 3  2.27   

Overheard 3  2.35   

Coming Home   7.43  

Dearest   4.36  

Wolf Creek 2    2.24 

Koma    3.18 

Average Value 4.87 2.31 5.90 2.71 

Editing is a job integrating sensi-
bility and rationality, emotions and 
techniques. Appropriate editing can not 
only better express the contents of the 
film, but also accentuate the theme. 
Showing the editing frequencies of 
emotion clips in data will visualize the  
sensible part of editing work to a cer-
tain degree. Basing on reference data, 
we can understand the development 
direction of edition in a more accurate 
manner, and provide more bases for 
editing theories and practices. 
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Abstract 

 

This study aims to explore the efficiency of healthcare resource allocation under the 

guidance of 23 city and county regional governments in Taiwan. The data envelop-

ment analysis (DEA) method was used to compare the relative technical efficiency 

between counties and cities during the period from 2000 to 2009. In addition, the mul-

tidimensional scaling (MDS) method was applied to examine the allocation of health-

care resources in the Taiwan health system. The DEA results showed that some coun-

ties and cities had a long history of low relative technical efficiency, and the MDS 

results indicated that healthcare resource allocation was palpably unbalanced and of 

low relative efficiency. The results of this study will provide policy-makers with some 

insight into the efficiency of current healthcare resource allocation, and prioritise im-

provements for the counties and cities that show long-term low relative efficiency. 

 

Keywords: efficiency; health care; data envelopment analysis; multidimensional         

scaling.

 

Introduction 

 

 Performances regarding health-

care resource allocation have been a  

significant issue in Taiwan. In fact, the 

Taiwanese government guides the ma 

 

jority of the development of all health-

care policies and the overall health 

service system. This type of govern-

ment-led mode creates a variety of is-

sues, however, and in consequence the 

Taiwanese government needs to insti-

gate new healthcare transformational 

activities every few years in order to 
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modify previous errors. In addition, 

funds disbursed for healthcare ex-

penses are also restricted by limited 

government budgets. Thus, govern-

mental policy-makers should make full 

use of the limited budgets and try their 

best to achieve the optimum allocation 

of healthcare resources (Wu et al., 

2008). As measuring efficiency is one 

of the basic methods for assessing 

healthcare resource allocation (O'Neill 

et al., 2008), and the evaluation of 

healthcare service efficiency is based 

on the analysis of cost-effectiveness, 

efficiency and productivity are, there-

fore, the major measured targets 

(Parkin and Hollingsworth, 1997). 

 

 Since a model was devised by 

Charnes, Cooper and Rhodes (CCR 

model) in 1978, the DEA has become a 

technique for assessing achievement 

and efficiency via decision-making 

units (DMU) and there are a consider-

able number of studies on applied 

technology combined with a DEA. For 

instance, Lozano and Gutiérrez (2011) 

combined a DEA and MDS to analyse 

the efficiency of EU-25 in terms of 

tourism. Garcia-Lacalle and Martin 

(2010) applied both DEA and MDS 

techniques in researches on the health-

care service, comparing the achieve-

ments of rural hospitals in Spain with 

those of urban ones in terms of effi-

ciency and perceived quality. The 

combination of DEA and MDS can 

help clarify the distribution situation of 

the perceived map drawn by each ob-

servation point on the MDS, by which 

the relationship between each view-

point can be understood much more 

clearly. 

 

 The policy on healthcare entitles 

the government to investigate hospital 

operational efficiency, and makes the 

reassessment of the efficiency and 

utilisation of resources a must for 

many hospitals. Thus, a very special 

opportunity arose in Taiwanese hospi-

tals to re-examine the relationship be-

tween operation and efficiency (Chang, 

2004). It is only when the government 

can ensure the optimum efficiency of 

healthcare resource allocation that it 

can maintain the health, rights and in-

terests of all citizens. On the basis of 

the above literature, this study was de-

veloped in the following two stages. 

First, a DEA was applied to assess the 

efficiency of healthcare resource allo-

cation across 23 counties and cities of 

Taiwan. The multivariable analysis 

technique was then utilised to analyse 

the distribution situation and relation-

ships on a map designed to assist the 

government with its budget allocation, 

provide an assessment of achievements, 

and offer solutions in terms of resource 

allocation. 

 



 

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

50 

Literature Review 

 

Taiwan's Healthcare System 

 

 When national health insurance 

was implemented in Taiwan, the gov-

ernment played a very important role 

in the allocation of healthcare re-

sources. Except for the control of the 

examination of the healthcare budget, 

decision-makers were also responsible 

for supervising the operation of hospi-

tals. One reason for the Taiwanese 

government’s leading role in health-

care is that the Bureau of Health Insur-

ance launched a smart card for national 

health insurance in 1999. Every citizen 

applying for national health insurance 

is required to use the card when going 

to a hospital, and when the card is acti-

vated the patient’s data are sent back to 

the Bureau of Health Insurance so that 

the government can record, control and 

manage the utilisation of healthcare 

resources. In Taiwan this kind of smart 

card has become an important part of 

the development of healthcare plan-

ning. For the moment, the system con-

tinues to be strengthened, with related 

applications under development, and it 

is estimated that the efficiency and 

quality of medical services will be im-

proved (Yang, 2009). 

 

 Although the national health in-

surance scheme has promoted health, it 

has also led the government into finan-

cial deficit. Consequently, in July 2002, 

the Bureau of Health Insurance 

changed the payment plan to a global 

budget system as a financial solution. 

Subsequently the Bureau also exam-

ined hospitals’ cash requirements, and 

refused to pay claims that did not con-

form to the health insurance payment 

rules. Thus, hospitals found ways to 

improve funding and reduce the claims 

rejected by the Bureau of Health Insur-

ance (Tung and Yang, 2009). Apart 

from the global budget system and the 

individual examination system, how-

ever, healthcare resources should be 

allocated in relation to efficiency, as 

this is the only way in which the huge 

waste of resources can be effectively 

reduced. 

 

Efficiency of Health Care 

 

 Since the increase in healthcare 

expenditure is an inevitable trend, as-

sessment of the efficiency of health 

care will become more and more im-

portant (Cassel and Brennan, 2007). In 

the United States, the poor manage-

ment of healthcare resources has led to 

an excessive waste of money and ma-

terials; some 75% of American adults 

believe that the American health insur-

ance system needs to be reconstructed 

and the costs controlled (Bush, 2007). 

The low efficiency of the healthcare 
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system is also apparent in Europe 

where welfare and resources need re-

adjustment and reallocation to avoid 

serious impact on the overall economy 

(López-Valcárcel, 2010). Furthermore, 

Australia also needs to improve health-

care resource allocation and utilisation 

as a result of ineffective fund disin-

vestment (Elshaug et al., 2008). In 

Asia, Taiwan and South Korea are con-

fronted with the problem of an increase 

in medical costs. The Taiwanese gov-

ernment pays more attention to the 

healthcare budget, thus treating the as-

sessment of healthcare resources as 

paramount. The Korean government, 

however, has avoided the method in 

order to demonstrate its faith in the 

medical profession (Kwon and Chen, 

2008). The Taiwanese government’s 

changes to and control of the budget-

ary system indicate that it places great 

emphasis on healthcare budgets. Thus, 

the assessment of healthcare resources 

is important. 

 

 In terms of the assessment of effi-

ciency, the DEA serves as one of the 

optimal ways to analyse it via deci-

sion-making units (Aksezer and Ben-

neyan, 2010). In addition, since more 

and more public resources have been 

put into healthcare, it is necessary to 

assess the utilisation of resources so 

that any ineffectiveness of healthcare 

performance can be quickly identified 

and remedied. Hussey et al.’s (2009) 

systematic review on the efficiency of 

healthcare shows that a DEA is the 

choice of many researchers in the as-

sessment of healthcare. According to 

the above-mentioned literature, it is 

clear that using a DEA to assess the 

efficiency of healthcare is the optimal 

and most effective method. The reason 

is that a DEA compares the relative 

utilisation rate, and the analytical re-

sults can easily serve as a reference 

index for the solutions to practical 

problems. 

 

Research Method 

 

 The research design for this paper 

was based on both a DEA and an MDS, 

as Garcia-Lacalle and Martin (2010) 

suggested that the analysis of the effi-

ciency of healthcare should be per-

formed in two phases. In the first phase, 

using the healthcare data from 23 Tai-

wanese counties and cities for the ten 

years from 2000 to 2009, a DEA was 

applied to assess the relative technical 

efficiency of the inputs against the 

output variables. Then, in the second 

phase, a multivariable technique was 

utilised to examine the data matrix 

from the DEA analysis. The perspec-

tive map, created by an MDS, was the 

main channel for understanding the 

distribution of these 23 counties and 

cities, as well as the relationships be-
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tween them, which together with a 

cluster analysis can explain the impli-

cation of the MDS perspective map 

and the relationship between the ob-

served objects. The framework of this 

paper is shown in Figure 1. 

Measurement of the Efficiency of 

Healthcare Technology 

 

Owing to the utilisation of the in-

put-oriented mode and the constant 

return to scale (CRS) conforming to 

the standard observed by most DEA 

studies and literature on healthcare 

(O'Neill et al., 2008; Garcia-Lacalle 

and Martin, 2010), a CCR mode, 

which is a mathematical programming 

mode developed by Charnes, Cooper 

and Rhodes (1978) from Farrell’s 

(1975) concept, was applied to assess 

the efficiency of the healthcare. Hav-

ing many input and output variables, 

 

 

 

Figure 1.  Research framework 

the CCR mode measures the technical 

efficiency of each DMU on the as-

sumption that the return to scale is con-

stant. Therefore, according to the mode, 

if the technical efficiency value of 

DMU is equal to one, the DMU is said 

to be relatively effective; if the value is 

less than one, the DMU is said to be 

relatively ineffective. 

 

The selection of the input and 

output variables is very important for 

the development of the DEA mode. 

According, to the literature the input 

and output variables suitable for health 

care are chosen from the variables used 

in previous, related researches. In the 

present work, some commonly used 

input and output variables were se-

lected from 79 articles provided by 

O'Neill et al. (2008) on the application 

of a DEA to the classification of 

healthcare efficiency. For example, the 

input variables included the number of 

Phases one 
Assess the technical efficiency 

Phases two 
Multivariable analysis 

Technical efficiency 

Inputs and output vari-
ables Multidimensional scal-

ing 

Cluster analysis 

Resource allocation effi-
ciency 
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hospital beds, medical personnel, and 

costs, etc. Meanwhile, the output vari-

ables consisted of other common vari-

ables, such as the number of patients, 

length of hospitalisation, and number 

of services. Furthermore, this study 

compared the healthcare efficiency in 

different areas, not between individual 

hospitals. Therefore, the variability of 

compared areas must be taken into 

consideration in terms of the input and 

output variables. If a DEA is applied to 

analyse the efficiency of health care 

between different counties, cities and 

areas, the healthcare budgets and the 

number of medical facilities should be 

considered as input variables (Wu et al., 

2008). If the efficiency of healthcare 

systems in different areas and countries 

is to be assessed, the public expense 

appropriated by the local government, 

areas, or countries is an evitable vari-

able (Hadad et al., 2011). Liu (2012) 

also holds that when the efficiency of 

healthcare facilities in different areas is 

assessed, the number of healthcare fa-

cilities is a variable item that must be 

taken into consideration. 

 

The improvement of patients’ 

health is the most important indicator 

for hospitals’ output variable, however. 

As it is very hard to measure the state 

of health, another feasible method sug-

gested is the direct measurement of a 

hospital’s level of service (Kao et al., 

2011). According to the above- men-

tioned literature, and with reference to 

the input and output variables chosen 

by other related researches, four input 

variables and four output variables 

were determined for the present study. 

The definition of the variables are 

shown in Table 1. below. 

Results of the DEA and Multivariate 

Analysis 

 

Uniting the technical efficiency 

after a DEA analysis with an MDS can 

not only explore competitive advan-

tages, but also check the contribution 

of the input and output variables to the 

overall efficiency (Wang et al., 2011). 

When a DEA was applied to analyse 

the efficiency value of the input and 

output variables, the MDS helped to 

reveal the relationship between the re-

search objects (Lozano and Gutiérrez, 

2011). As a method that can change 

dimensions into attributes, an MDS 

presents another perspective map by 

means of two dimensions. Thus, an 

MDS itself is adequate for research 

related to healthcare. Watcharasriroj 

and Tang (2008) applied the MDS 

method to assess healthcare providers’ 

opinions and experience on the health-

care mode.
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Table 1  The definition of the input and output variables 
Category Definition 

Inputs variables  
Healthcare budget outlay The total expenditure of local governments a year in healthcare 
Medical facilities Number of public and non-public hospitals and clinics 
Hospital beds Hospitals and clinics, the number of general hospital beds and special beds 
Medical personnel Number of various types of physicians, nurses, and other government ap-

proved  practicing medical staff 
Output variables  
Outpatient amounts The total number of outpatient visits a year 
Emergency treatment amounts The total number of patients receiving surgery a year 
Operation amounts The total number of inpatient and outpatient surgeries within a year 
Discharge The total number of patients discharged a year 

The perspective map is mainly 

based on the data matrix of the DEA’s 

efficiency value. The statistical soft-

ware alternative least-square scaling 

(ALSCAL) was utilised as a program 

analysis measurement to change en-

coded data into Euclidean distance, 

whereby the distances between obser-

vation objects were worked out. The 

observed value then served as the co-

ordinate for constructing a perspective 

map. Additionally, a cluster analysis 

often works with an MDS to explain 

the perspective map (Crenshaw et al., 

2011). 

Empirical analysis 

Selection of variables 

 

DEA and MDS methods were 

mainly applied in the study to assess 

the relative efficiency of healthcare 

resource allocation of 23 counties and 

cities in Taiwan from 2000 to 2009. 

The research data can be found in The 

Operating Report of Medical Institu-

tions and the Hospital Medical Ser-

vices in Taiwan, published by the Sta-

tistical Division of Taiwan Health De-

partment from 2000 to 2009. In line 

with the related literature (see Table 1), 

four input variables and four output 

variables were selected for the calcula-

tion of the relative technical efficiency 

of each DMU. The descriptive statis-

tics of the input and output variables 

from 2000 to 2009 are shown in Table 

2. Pearson correlation coefficient 

analysis was used to test the strength of 

the relationship between input and out-

put variables and the results are shown 

in Table 3. 

Because of the data span of ten 

years, the standard deviation of the in-

put and output variables appeared to be 

much greater, even very close to the 

average value, as shown in Table 2. 

During those ten years, the four input 

variables showed a growing trend year 

by year. The output variables displayed 
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no specific variation trend, however, 

except that the maximum value of the 

number of emergency treatments, op-

erations, and hospital discharges all 

occurred in 2009. A positive correla-

tion was observed between the input 

and output variables, as shown in Ta-

ble 3. An increase in some inputs will 

lead to an increase in some outputs, 

and that is consistent with the assump-

tions of constant returns to scale. 

 

Table 2. The descriptive statistics of the input and output variables 

 
 Mean Std. Dev. Min. Max. 
Inputs variables     
Healthcare budget outlay (X1)1 33,215,635 33,388,435 5,882,542 246,662,184 
Medical facilities (X2) 833 746 70 3,045 
Hospital beds (X3) 6,172 4,891 463 23,781 
Medical personnel (X4) 7,243 7,205 457 38,155 
Output variables     
Outpatient amounts (Y1) 4,202,149 4,308,668 277,341 22,419,015 
Emergency treatment amounts (Y2) 285,694 235,547 23,337 1,183,156 
Operation amounts (Y3) 72,349 75,605 1,535 377,301 
Discharge (Y4) 122,536 110,000 6,754 555,424 
1 Per 1,000 New Taiwan Dollars 

Table 3. Correlation coefficients between variables 

 

 X1 X2 X3 X4 Y1 Y2 Y3 Y4 
X1 1        
X2 0.851 1       
X3 0.877 0.915 1      
X4 0.894 0.923 0.982 1     
Y1 0.912 0.876 0.960 0.975 1    
Y2 0.894 0.918 0.981 0.975 0.967 1   
Y3 0.882 0.859 0.964 0.973 0.986 0.970 1  
Y4 0.868 0.867 0.977 0.975 0.983 0.969 0.986 1 

 

Measurement of Efficiency 

 According to the CCR mathe-

matical programming mode proposed 

by Charnes et al. (1978), the relative  

 

technical efficiency of the DMU was 

worked out on the assumption that the 

returns to scale for the input and output 

variables were stable.  In order to pre-

sent a much clearer perspective map, 
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Table 4. The technical efficiency of the healthcare system in Taiwan 

 
 Code 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 
Taipei City A1 1.000 1.000 1.000  1.000  1.000  1.000  1.000  1.000  1.000  1.000  
Kaohsiung City A2 0.873 0.891 0.925  0.920  0.902  0.949  0.910  0.942  0.930  0.924  
Keelung City A3 1.000 1.000 1.000  1.000  0.992  1.000  1.000  0.989  1.000  1.000  
Hsinchu City A4 0.992 1.000 0.969  1.000  1.000  1.000  1.000  1.000  1.000  1.000  
Taichung City A5 1.000 1.000 1.000  1.000  1.000  1.000  1.000  1.000  1.000  1.000  
Tainan City A6 0.761 1.000 0.823  0.830  0.835  0.817  0.797  0.835  0.820  0.831  
Chiayi City A7 1.000 1.000 1.000  1.000  1.000  1.000  1.000  1.000  1.000  1.000  
Taipei County B1 0.763 0.793 0.830  0.753  0.671  0.611  0.741  0.756  0.738  0.750  
Taoyuan County B2 1.000 1.000 1.000  1.000  1.000  1.000  1.000  1.000  1.000  1.000  
Hsinchu County B3 0.976 1.000 1.000  0.944  0.881  0.756  0.749  0.704  0.733  0.715  
Yilan County B4 1.000 1.000 1.000  1.000  1.000  1.000  1.000  1.000  1.000  1.000  
Miaoli County B5 1.000 1.000 1.000  1.000  1.000  0.980  0.956  1.000  1.000  1.000  
Taichung County B6 0.916 0.947 0.987  0.961  0.975  0.901  0.878  0.904  0.932  0.955  
Changhua County B7 1.000 1.000 1.000  1.000  1.000  0.973  0.938  1.000  1.000  0.909  
Nantou County B8 1.000 0.840 0.816  0.821  0.807  0.850  0.874  0.846  0.978  0.967  
Yunlin County B9 0.930 0.899 0.883  0.892  0.887  0.831  0.861  0.786  0.857  0.845  
Chiayi County B10 0.829 0.817 1.000  1.000  1.000  1.000  0.961  1.000  0.936  0.953  
Tainan County B11 1.000 1.000 0.885  0.821  0.738  0.841  0.849  0.823  0.885  0.879  
Kaohsiung County B12 0.909 1.000 0.885  0.850  0.783  0.834  0.847  0.832  0.888  0.862  
Pingtung County B13 0.940 0.947 0.983  0.963  0.943  0.941  0.899  0.834  0.843  0.900  
Penghu County B14 0.724 0.856 1.000  1.000  1.000  0.919  0.940  1.000  0.939  1.000  
Hualien County B15 0.925 0.987 0.908  0.958  0.939  0.947  0.900  0.898  0.861  0.905  
Taitung County B16 0.900 0.882 0.903  0.918  0.892  0.959  1.000  0.997  0.941  1.000  

 

23 counties and cities were encoded.  

Table 4 shows the codes and the rela-

tive technical efficiency of the health-

care systems for the 23 counties and 

cities in Taiwan from 2000 to 2009. 

The result of the measurement of rela-

tive efficiency in Table 4 shows that 

the relative technical efficiency for 

three cities and two counties from 

2000 to 2009 was one whereas for one 

of the other cities and another five 

counties during these ten years it was 

less than one. The relative technical 

efficiency for one of the cities and an-

other five counties during the period 

only reached one just once or twice, 

however. Therefore, a multivariable 

analysis was carried out to assess the 

allocation efficiency of these 23 places 

and their relationship with each other. 

 Multivariable Analysis 

 An MDS and cluster analysis 

were applied in the multivariable 

analysis, and a data matrix analysis 

based on the technical efficiency of the 

healthcare system in Taiwan from 

2000 to 2009 was performed. In the 

process of the MDS, the stress coeffi-

cient proposed by Kruskal (1964) 

served as the major referent indicator 

for the stability of the perspective map. 

When the stress coefficient was close 

to zero, indicating a high degree of 

adaptability, the point coordinates on 
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the perspective map were a better rep-

resentation of the original data matrix. 

 

In the process of cluster analy-

sis, Ward's method, a hierarchical clus-

tering method, was applied to the clas-

sification. The cluster analysis was 

based on the data matrix produced by 

the analysis of the technical efficiency 

of the healthcare system in Taiwan. 

Table 5 shows the results of the cluster 

analysis and the coordinates on the 

perspective map after MDS calculation.

Table 5. The category and coordinates of the perspective map 

 

Code Group X Y Code Group X Y 
A1 One 1.249 -0.063 B6 Two 0.142 -0.037 
A2 Two -0.139 0.249 B7 One 0.929 -0.272 
A3 One 1.193 -0.014 B8 Three -1.133 0.643 
A4 One 1.185 0.034 B9 Three -1.153 -0.162 
A5 One 1.249 -0.063 B10 Two 0.750 0.901 
A6 Three -1.748 0.331 B11 Three -1.240 -0.623 
A7 One 1.249 -0.063 B12 Three -1.208 -0.323 
B1 Three -3.728 0.037 B13 Two -0.242 -0.334 
B2 One 1.249 -0.063 B14 Two 0.609 1.165 
B3 Three -1.844 -1.540 B15 Two -0.072 -0.142 
B4 One 1.249 -0.063 B16 Two 0.353 0.531 
B5 One 1.101 -0.126     

The results of the MDS analysis 

show that when the stress coefficient 

was 0.061 and the value of the R-

squared was 0.988 the coordinates for  

 

 

the 23 counties and cities presented 

much greater stability and conform-

ability on the perspective map. Figure 

2 is arrived at by combining the results 

of the cluster analysis with the per-

spective map from the MDS.
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Figure 2. The perspective map for Taiwanese healthcare resource allocation efficiency 

The cluster analysis was based on 

the data matrix produced by the analy-

sis of technical efficiency of the 

healthcare system in Taiwan. The 23 

counties and cities were divided into 

three groups. Group one consisted of 

nine counties and cities that had opti-

mal relative efficiency; group two con-

stituted seven counties and cities with 

an average relative efficiency value 

that was lower than that of group one, 

but a little greater than 0.930 of the 

overall average relative efficiency 

value; group three included seven 

counties and cities with the lowest av 

erage relative efficiency value that was, 

of course, lower than the overall aver-

age relative efficiency. The classifica-

tion of the cluster analysis indicated 

that group one, comprised of four 

counties and five cities, gave the best 

performance with an average relative 

efficiency of 0.997. Additionally, the 

MDS perspective map also revealed 

that group one had a higher concentra-

tion than the other groups in terms of 

the distribution of point coordinates on 

the MDS perspective map. 

 The average relative efficiency 

value of group two, consisting of six 
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counties and one city, was 0.932, 

which was a little higher than the over-

all average relative efficiency value. In 

terms of the distribution of point coor-

dinates, however, group two was much 

more decentralised than group one. 

Group three, comprising six counties 

and one city, had the lowest relative 

efficiency among these three groups; 

its average relative efficiency value 

was 0.844, which was lower than the 

overall average relative efficiency. In 

addition, the point coordinates of this 

group were scattered on the perspec-

tive map, which implied that a greater 

degree of variation existed in the coun-

ties and cities of group three than in 

those of the other groups. 

 

In addition to the direct observa-

tion of figures, the distance formula of 

point coordinates in the space can also 

be utilised to work out the distance be-

tween point coordinates from which 

the distribution of point coordinates 

can be decided. According to the coor-

dinate table (see Table 5) for each 

county and city, those counties and cit-

ies with an relative efficiency of one 

from 2000 to 2009 shared the coordi-

nate (1.249, -0.063) which served as 

the central coordinate. Then, the dis-

tance from the other coordinates to the 

central coordinate was calculated to 

find the difference between the coun-

ties and cities. The distance from the 

coordinates for other counties and cit-

ies to the central coordinate (1.249, -

0.063), referring to the counties and 

cities with optimal relative efficiency, 

is shown in Table 8. 

In Table 8, the greater the dis-

tance shown, the greater the discrep-

ancy between the two point coordi-

nates. In other words, the counties and 

cities represented by the greater point 

distances should take priority in the  

improvement of resource allocation 

efficiency of the healthcare system. 

The perspective map from the MDS 

revealed that the space length for the Y 

axis was between 1.5 and -1.5, whereas 

that for the X axis was between 4.0 and 

-4.0. Thus, a long and narrow graph 

took shape. Counties and cities with 

better relative efficiency were heavily 

concentrated together whereas those 

with lower relative efficiency were de-

centralised on the map. This means 

that there was a different allocation 

efficiency of resources in these 23 

counties and cities, which indicates 

that the healthcare resources in Taiwan 

have unbalanced allocation efficiency.
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Table 8. The distance between the points coordinates 

 

Code Distance Code Distance Code Distance Code Distance 
A1 0.000 A7 0.000 B6 1.108 B12 2.471 
A2 1.423 B1 4.978 B7 0.382 B13 1.516 
A3 0.075 B2 0.000 B8 2.485 B14 1.385 
A4 0.117 B3 3.427 B9 2.404 B15 1.324 
A5 0.000 B4 0.000 B10 1.085 B16 1.075 
A6 3.023 B5 0.161 B11 2.551   

 

Conclusion 

 

In order to understand the alloca-

tion efficiency of healthcare resources 

in Taiwan, 23 counties and cities of 

Taiwan were chosen as the research 

subjects. A DEA and MDS were used 

to assess the allocation efficiency in 

the hope of revealing the problems of 

resource allocation efficiency. DEA 

analysis can directly determine the 

relative efficiency value. Additionally, 

an MDS and cluster analysis can 

change the results of a DEA analysis 

into a map explaining the existing 

problem as fast and as effectively as 

possible. Furthermore, the distance be-

tween the point coordinates on the per-

spective map obtained from the MDS 

can help to identify a list of priorities 

to improve efficiency. 

 

The results of this study also 

showed that the efficiency of some 

counties and cities was on the produc 

 

tion level, as shown by the production 

frontier in the ten years under study. 

Conversely, the efficiency of other 

counties and cities never reached the 

production level. Therefore, with re-

gard to the counties and cities with 

lower efficiency, the government 

should propose higher budgets and 

spend more time improving the health 

service system in Taiwan, which will 

subsequently raise people’s health 

standards. 

 

Some limitations and difficul-

ties remain in the assessment of health 

efficiency. The improvement of pa-

tients’ health should be applied as an 

indicator to assess health efficiency, 

but it is very hard to measure the im-

provement of health with no recog-

nised standard. Therefore, only the 

service costs can serve as an indicator 

for the output. Thus, this study sug-

gests that the results of an analysis 

would convey much practical meaning 
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if an indicator for the assessment of 

health was developed and applied in 

the study of the assessment of health 

efficiency. 

 

References 

 

Aksezer, C.S. and Benneyan, J.C. (2010) 

‘Assessing the efficiency of hospi-

tals operating under a unique 

owner: A DEA application in the 

presence of missing data’, Interna-

tional Journal of Services and Op-

erations Management, Vol. 7, No. 

1, pp. 53-75. 

 

Bush, R.W. (2007) ‘Reducing waste in 

US health care systems’, Journal 

of the American Medical Associa-

tion, Vol. 297, No. 8, pp. 871-874. 

 

Cassel, C.K. and Brennan, T.E. (2007) 

‘Managing medical resources: Re-

turn to the commons? ’, Journal of 

the American Medical Association, 

Vol. 297, No. 22, pp. 2518-2521. 

 

Chang, H., Cheng, M.-A. and Das, S., 

‘Hospital ownership and operating 

efficiency: Evidence from Taiwan’, 

European Journal of Operational 

Research, Vol. 159, No. 2 SPEC. 

ISS, pp. 513-527, 2004. 

 

Charnes, A., Cooper, W.W. and Rhodes, 

E. (1978) ‘Measuring the effi-

ciency of decision making units’, 

European Journal of Operational 

Research, Vol. 2, No. 6, pp. 429-

444. 

 

Crenshaw, K., Shewchuk, R.M., Qu, H., 

Staton, L.J., Bigby, J.A., Houston, 

T.K., Allison, J. and Estrada, C.A. 

(2011) ‘What should we include in 

a cultural competence curriculum? 

An emerging formative evaluation 

process to foster curriculum devel-

opment’, Academic Medicine, Vol.  

86, No. 3, pp. 333-341. 

 

Elshaug, A.G., Hiller, J.E. and Moss, J.R. 

(2008) ‘Exploring policy-makers' 

perspectives on disinvestment 

from ineffective healthcare prac-

tices’, International Journal of 

Technology Assessment in Health 

Care, Vol. 24, No. 1, pp. 1-9. 

 

Farrell, M. J. (1975) ‘The measurement 

of productive efficiency’, Journal 

of the Royal Statistical Society, 

Vol. 120, No. 3, pp. 253-290. 

 

Garcia-Lacalle, J. and Martin, E., ‘Rural 

vs urban hospital performance in a 

'competitive' public health service’, 

Social Science and Medicine, Vol. 

71, No. 6, pp. 1131-1140, 2010. 

 

Hadad, S., Hadad, Y. and Simon-Tuval, 

T. (2011) ‘Determinants of health-



 

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

62 

care system's efficiency in OECD 

countries’, European Journal of 

Health Economics, Vol. 120, No. 3, 

pp. 73-82. 

 

Hussey, P.S., De Vries, H., Romley, J., 

Wang, M.C., Chen, S.S., Shekelle, 

P.G. and McGlynn, E.A. (2009) ‘A 

systematic review of health care 

efficiency measures: Health care 

efficiency’, Health Services Re-

search, Vol. 44, No. 3, pp. 784-

805. 

 

Kao, L.-J., Lu, C.-J. and Chiu, C.-C. 

(2011) ‘Efficiency measurement 

using independent component 

analysis and data envelopment 

analysis’, European Journal of 

Operational Research, Vol. 210, 

No. 2, pp. 310-317. 

 

Kruskal, J.B. (1964) ‘Nonmetric multi-

dimensional scaling: A numerical 

method’, Psychometrika, Vol. 29, 

No. 2, pp. 115-129. 

 

Kwon, H.-J. and Chen, F.-L. (2008) 

‘Governing universal health insur-

ance in Korea and Taiwan’, Inter-

national Journal of Social Welfare, 

Vol. 17, No. 4, pp. 355-364. 

 

Liu, X. (2012) ‘The efficiency of health-

care facilities providing PET can-

cer screening in Japan’, Japanese 

Journal of Radiology, Vol. 30, No. 

3, pp. 198-205. 

 

López-Valcárcel, B.G. and Ortún, V. 

(2010)‘Putting health in all welfare 

policies: Is it warranted? A South-

ern European perspective’, Journal 

of Epidemiology and Community 

Health, Vol. 64, No. 6, pp. 497-

499. 

 

Lozano, S. and Gutiérrez, E. (2011) ‘Ef-

ficiency analysis of EU-25 mem-

ber states as tourist destinations’, 

International Journal of Services, 

Technology and Management, Vol. 

15, No. 1-2, pp. 69-88. 

 

O'Neill, L., Rauner, M., Heidenberger, K. 

and Kraus, M. (2008) ‘A cross-

national comparison and taxonomy 

of DEA-based hospital efficiency 

studies’, Socio-Economic Planning 

Sciences, 42(3), 158-189. 

 

Parkin, D. and Hollingsworth, B. (1997) 

‘Measuring production efficiency 

of acute hospitals in Scotland, 

1991-94: Validity issues in data 

envelopment analysis’, Applied 

Economics, Vol. 29, No. 11, pp. 

1425-1433. 

 

Statistical Division of Taiwan Health 

Department. (2000–2009) The Op-

erating Report of Medical Institu-



 

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

63 

tions and the Hospital Medical 

Services in Taiwan, Taipei: Statis-

tical Division of Taiwan Health 

Department. 

 

Tung, Y.-C. and Yang, M.-C. (2009) 

‘How to effectively implement an 

indicator system to improve per-

formance from a management per-

spective: the case of Taiwan 

Healthcare Indicator Series (THIS) 

system’, Journal of Medical Sys-

tems, Vol. 33, No. 3, pp. 215-221. 

 

Wang, W.-K., Lu, W.-M. and Tsai, C.-J. 

(2011) ‘The relationship between 

airline performance and corporate 

governance amongst US Listed 

companies’, Journal of Air Trans-

port Management, Vol. 17, No. 2, 

pp. 147-151. 

 

Watcharasriroj, B. and Tang, J.C.S. 

(2004) ‘The effects of size and in-

formation technology on hospital 

efficiency’, Journal of High Tech-

nology Management Research, 

Vol. 15, No. 1, pp. 1-16. 

 

Wu, C.H., Chang, C.C. and Kuo, K.N. 

(2008) ‘Evaluating the resource al-

location efficiency of the health-

care system in Taiwan’, Interna-

tional Journal of Public Policy, 

Vol. 3, No. 5-6, pp. 403-418. 

Yang, B.-M. (2009) ‘The future of 

health technology assessment in 

healthcare decision making in 

Asia’, PharmacoEconomics, Vol. 

27, No.11, pp. 891-901.  

 



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

64 

 

 
 

CITY BRANDING AND PLACE - (UN) MAKING: THE CASE 
STUDY OF THE TAICHUNG JAZZ FESTIVAL 

 

Chih-Chung Ho 
Department of Geography, Chinese Culture University, 

Taipei, 11114, Taiwan 
hzz6@ulive.pccu.edu.tw 

 
 

Abstract 
 

The previous studies are filled with reflection and criticism of the city marketing 
strategy, and believe that this mode of quick access to new imagery may cause dam-
age to the local significance. This study selects Taichung Jazz Festival as the sub-
ject, traces the history of urban development, clarifies the structural origin of 
Taichung Jazz Festival and explores the connection between city branding and 
(un)making of place through revealing the production and consumption process of 
the festival. The research findings show that the foreign festival, which originally 
had no local root, has become "new" local traditions after repeatedly "taking-place" 
in the city. The openness of a place and the initiative of local people can be elabo-
rated by analyzing the funding sources, approaches of investment promotion, ways 
of organization and performance of tourists in the Taichung Jazz Festival. 
 
Key Words: Urban Entrepreneurialism, City Marketing, Urban Imaginary, Politics 

of Place, Festival Tourism 
 

Introduction 
 

Confronted with the decline of de-
industrialized cities, the European and 
American governments, turning to en-
trepreneurialism, started to actively de-
vote themselves to selling places in the 
1990s. This is because the city gov 

 
ernments not only play the role of re-
source allocation, but must think about 
how they can "market" themselves to 
ensure the influx of the middle class, 
tourists and constant capitals (Harvey 
1989). Apart from revitalizing the local 
industries, this can also enhance the 
land value and substantially increase 
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the fiscal revenues of the governments. 
In the era featured by cutting-throat 
global competition, city branding and 
place marketing have become the ad-
ministration priorities of the city's offi-
cials. How to highlight the characteris-
tics of a place through city branding 
has become one of the core strategies 
of ruling. In this process, all cities rack 
their brains to join this competition of 
remaking architecture and urban life-
style, and make unremitting efforts in 
bringing forth new festivals and cul-
tural events. As we have seen, the "art" 
and "culture" activities with least 
profit-seeking feature begin to play a 
central role of adding the value of ur-
ban land and attracting capitals and tal-
ents (Paul 2004; Miles and Paddison 
2005; Eshuis and Edwards 2013; Plaza 
et al. 2015). There are numerous "suc-
cessful" cases in European cities for the 
investigation and worship of less ad-
vanced East and Southeast Asian cities, 
including Glasgow, Athens, Brussels 
and Amsterdam. These cities employ 
the strategy of developing arts, culture 
and entertainment to shape a new im-
agery of the city and as the surest way 
to assist the city's industrial transforma-
tion and to attract foreign investment. 
This trend blowing from the western 
countries to the eastern countries has 
now become the criteria for redevel-
opment of Asian developing countries 
and cities or socialist countries, which 
sincerely accept the cultural consumer-
ism. Cities in Taiwan are also included.  
 

Former Taichung Mayor Jason Hu 
served as the Taichung Mayor from 
2001 to 2015, and committed himself 
to boosting the attractiveness of 
Taichung (Taichung City Government 
2011) when confronted with the out-
flow of manufacturing capital to 
mainland China in the 1990s, heavy 
blow of the 921 Earthquake to the in-
dustries and central Taichung and real 
estate market as well as poor urban im-
age. Jason Hu administered Taichung 
for 13 years, and is crucial to the plan-
ning of development direction and path 
of Taichung over the years. Clarifying 
his governance logic helps to under-
stand the characteristics of contempo-
rary urban development in Taichung 
City. When coming to power, Jason Hu 
expressed that the former New York 
Mayor Rudy Giuliani was his idol and 
he was impressive about the mayor's 
ways to save the stagnant economy of 
New York. Perhaps this rendered him 
determined to adopt entrepreneurialism. 
It is not surprising that Jason Hu had 
such a demand coupled with his abun-
dant international experience in the 
past. In order to enhance the visibility 
of the city, he believed that cultural ex-
pressions must be used to connect 
Taichung with foreign countries and 
tried to let Taichung City keep abreast 
with Vienna so that the citizens can en-
joy a show as they turn around (Ke 
2014).  

 
Jason Hu displayed a government 

of urban entrepreneurialism partly by 
intense city marketing and by helping 
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Taichung City to make great debut with 
International culture. Since the inaugu-
ration of Jason Hu till now, the most 
heavily used city marketing in 
Taichung City is Taichung Jazz Festi-
val. Taichung is not the only city hold-
ing Jazz Festival in Taiwan, but it is the 
only city which holds the largest festi-
val for 13 years in a row. This festival 
has become the subject for pilgrimage 
of all jazz fans in Taiwan, and its scale 
and global visibility of performance 
bands are thought highly of. This activ-
ity has gradually become a typical cul-
tural festival in Taichung, as proved by 
the increasingly severe traffic conges-
tion problems in the surrounding areas 
of the event field. Additionally, even 
though new mayors of different politi-
cal parties terminate or change lots of 
the former mayors' decisions, Taichung 
Jazz Festival is still observed, indicat-
ing that Taichung Jazz Festival has be-
come a "new" tradition of Taichung 
City.  

 
The exhibition of Taichung Jazz 

Festival has always been subject to tons 
of questions and criticism. Especially 
from 2012, relevant negative news saw 
a significant increase, including expen-
sive booth food and the strange phe-
nomenon that cuisine overrides music 
(United Daily News 2013). Also, it is 
questioned why Taichung Jazz Festival, 
rather than pop music festival or rock 
festival, is held? What is the relation-
ship between jazz and Taichung City? 
If the Taichung Jazz Festival lacks the 
support of local culture, why and how 

the festival becomes the new imagery 
of Taichung? What are the reasons that 
such an activity can last for up to 13 
years, with larger scale and increasing 
number of participants? Also, what are 
the importance and significance of 
Taichung Jazz Festival to Taichung 
City? A myriad of studies question and 
criticize the city branding, and believe 
that under the umbrella of branding, 
lots of contradictions and conflicts had 
emerged in the process of top-down 
implantation (Jamieson 2004; Johans-
son 2012). This study attempts to re-
spond to the opinions of these litera-
tures and clarify the relationship be-
tween city branding and place making 
through the exploration of Taichung 
Jazz Festival.  

 
Methodology 

 
In order to understand the neces-

sity of Taichung's city branding and the 
role played by the Taichung Jazz Festi-
val, this study first cleared up the tran-
sition bottleneck faced by the urban 
development of Taichung City and the 
city leaders' ideas about the purposes of 
holding the festival. Then through the 
analysis of program changes and fund-
ing sources of the Taichung Jazz Festi-
val, this paper explained how the 
Taichung Jazz Festival shifts from a 
transplanted and copied global festival 
to a localized activity. The method 
to carry out above objectives was using 
qualitative survey, which included ac-
tivity observations, in-depth interviews, 
graphic and electronic newspapers and 
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magazines and sorting out activity con-
clusion reports. The observations in-
cluded participation in the 2013, 2014 
and 2015 festivals and records of the 
festival atmosphere, vendor category 
and business and tourists' activities. 
The main interview subjects were or-
ganizers of public departments in order 
to understand the problems encountered 
in holding the activity and the corre-
sponding solutions. In terms of news-
papers and magazines, Taichung Jazz 
Festival was used as a keyword to 
search for relevant coverage in the past 
13 years and the contents of the city 
leaders' interviews with magazines, so 
as to figure out the evolution of the 
Taichung Jazz Festival, public evalua-
tion and attempts of city leaders. Fi-
nally, the activity conclusion reports 
over the years were used to collect in-
formation about the sources of funding.  

 
Result 

 
Faced with the Difficulties of 

Taichung's Indecent Urban Imagery 
 

Due to the changes in increase of 
population, the Taiwan Provincial 
Government adopted the "Enforcement 
Rules of Equalization of Land Rights 
Act" in 1964, Taichung City set out 
urban land re-planning in accordance 
with this rule (Liu and Chen 1996; Lai 
2009). It was since this period that land 
speculation in Taichung kicked start. 
The urban development of Taichung 
City started late and had a smaller 
scale, so lots of farmland surrounding 

the city can be included into the urban 
land re-planning to expand urban space. 
But this also led to the imbalance that 
land development speed exceeded the 
demand of urban development in 
Taichung City. After 1986, Taichung 
City stared to face serious outflow of 
manufacturing capital to mainland 
China. In spite of the increasing unem-
ployment, the real estate market was 
still thriving. In the period of soaring 
real estate prices in Taiwan in 1989, the 
increase in land prices of Taichung City 
even took the first spot. The statistics in 
1991 showed that 90 percent of the an-
nual real estate advertising in Taiwan 
came from Taichung City. Over time, 
Taichung City had the city image of 
serious land speculation and numerous 
upstarts, and was even referred to as a 
"speculative city" (Lai 1997).  

 
After the 1990s, a lot of land in the 

re-planning districts purchased by de-
velopers could not be developed, so the 
land was used in other ways. Especially 
in the 7th re-planning district where the 
new Civic Center is located, after the 
owners of department stores and other 
businesses put forward plans of setting 
up outlets, large KTV, motels, night 
clubs, beauty salons and other enter-
tainment venues were opened with 
great fanfare. Viewed at distance, the 
flashing neon lights became a unique 
landscape of the 7th re-planning dis-
trict. Since the people visiting such 
venues have complex backgrounds, 
significant cases such as firing with 
submachine guns in night clubs once 
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happened (United Daily News 1999; 
2000a; 2000b; 2000c). The city image 
of Taichung City started to be closely 
linked to speculation, upstart, sex and 
violence, making Taichung City be-
come the city with the worst security in 
Taiwan. Since then, the urban imagi-
nary of "Indecent City" and "Violent 
City" of Taichung City lingered.  

 
City Branding Reconstructs New Urban 

Imagery 
 

When the Mayor Jason Hu took 
office in 2002, witnessed the worst per-
formance of real estate in Taichung. In 
the Annual Adjustments and Changes 
in Present Value in Land Announce-
ment of Taichung City, the period be-
tween 2001 and 2004 saw a significant 
decrease in land prices. Confronted 
with the dilemma of insufficient state 
taxes and limited local allocations, Ja-
son Hu believed that the government 
must turn to the ways of corporate 
management. In an interview in 2003, 
he once said that "a good city must 
combine the following three elements: 
[show me the money]. Only when the 
city can make money can economic 
development and quality life be pur-
sued in [prosperity and progress] and 
[ideal home]." (Yang 2003) In 2004, he 
also remarked that "the government is 
supposed to earn money. For instance, 
budget investment is made in a certain 
place and is planned to earn it back 
within 5 years. This is a good govern-
ment. Otherwise, where is the money 
for development?"(Liu 2004).  

To make earth-shaking changes in 
Taichung, substantial landscaping and 
improvement of public security are, 
undoubtedly, important, but to achieve 
all these first needs sufficient funds. In 
other words, priority should be given to 
soft city marketing. Keenly aware of 
the need for strong city marketing, Ja-
son Hu was determined to attract in-
vestment, new immigrants and tourists 
through the transformation of urban 
imagery. The Taichung City's stigma as 
an "Indecent City" is a grim reality, so 
how to confer Taichung a new position 
and cultural packaging has become an 
urgent issue of place marketing. After 
having taking office, Jason Hu pro-
posed the slogan of "Culture, Econom-
ics, and International City" and particu-
larly stressed international cultural taste 
and creative atmosphere were impor-
tant traits of the city. Taichung City 
started to organize Taichung Jazz Fes-
tival in 2003, aiming to connect the im-
age of Taichung City with the interna-
tional community and to enable 
Taichung City to become an interna-
tional jazz city by means of the West-
ern jazz and performance of foreign 
orchestras.  

 
Taichung Jazz Festival with the Num-

ber of Participants Hitting New        
Records 

 
There is little connection between 

jazz and Taichung City. Saxophone in-
dustry in Houli District is relatively 
closely related to jazz, but when 
Taichung Jazz Festival started to be 
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held, Houli Township in Taichung 
County was not part of Taichung City. 
In fact, the connection of Taichung 
City and jazz can be dated back to sta-
tion of the US military in Taiwan. At 
that time, there were some jazz bars in 
Meicun Road beside Calligraphy 
Greenway. Yet, throughout the history, 
jazz fans in Taichung City remain mi-
nor, and the relevant industries are ex-
tremely limited. Then why jazz was 
chosen as the theme of the event? Offi-
cial statement is as follows:  

 
This is due to the choice and de-

mand of people -- We can find from the 
echo of "Strolling on the Music Walk-
way" organized for 9 years in Taichung 
City that people are more enamored 
with jazz than other kinds of music. 
This is perhaps because jazz is most 
capable of crossing the West and the 
East, satisfying the demand of the 
young and the old to listen to music, 
and fits best the leisurely urban atmos-
phere of Taichung City.（Cultural Af-
fairs Bureau of Taichung City Govern-
ment 2011:2） 

 
The similarity between musical at-

tributes and urban pace has become the 
primary reason for choosing jazz. In 
respect of the number of participants, 
Taichung Jazz Festival can count as a 
great success. Figure 1 is the graph 
showing the annual changes in the 
number of participants, suggesting that 
the number of participants registers a 
new high each year. The soar in the 
participants in 2010 is associated with 

the different statistical methods of or-
ganizer. Nevertheless, overall, the trend 
of rising participants is for sure. Start-
ing in 2013, the festival was even at-
tended by more than one million peo-
ple. Repeatedly hitting a record high 
also suggests the increasing popularity 
of the festival. 

 
Stage Changes in the Connotations of 

Taichung Jazz Festival 
 

    The 13-year Taichung Jazz Festival 
experiences stage changes in space 
theme, venue and main activities. Table 
1 shows the changes in the field con-
tents of the Taichung Jazz Festival. Ini-
tially, the venues of holding the festival 
were relatively scattered, mainly con-
centrating in Fengle Sculpture Park of 
Taichung City. Also, a few perform-
ances were staged, but the theme fo-
cused on jazz music. Since 2005, the 
festival has been generally held in 
Ching-Kuo Green Parkway and Peo-
ple’s Square. In terms of the site ar-
rangement, new themes and activities 
are added each year. We can find that 
as time goes by, Taichung Jazz Festival 
has gradually changed from a mere 
concert form to a large-scale activity 
generally held in the well-known scenic 
spot of Taichung City -- Calligraphy 
Greenway. Apart from increase in per-
formances and expansion of event 
space, the role played by the food 
booths is increasingly pivotal. 
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Table 1 Stage Changes in Spatial Connotations of Taichung Jazz Festival 
Time  2003-2004 2005-2009 2010-2015 
Space theme Festival space with the 

core of jazz music 
Music plus special 
cuisine space 

Music, upscale cuisine and 
creative market space 

Venue The performance ven-
ues are scattered, 
mainly concentrating in 
Fengle Sculpture Park 

Locations: Ching-Kuo 
Green Parkway and 
People's Square 

Location: Mid-section of 
the Calligraphy Greenway, 
CMP Block Museum of 
Arts and People's Square, so 
the scope is further ex-
panded 

Main activities Jazz performance com-
bined with bear makes 
the festival a jazz and 
beer festival 

Prolonged activity 
time; Increased musi-
cal performances and 
food booths 

Increased large-scale per-
formances; Increased food 
stalls, expanded scope, pro-
longed business hours, all 
high-priced and well-known 
hotel restaurants and booths 

 
 

Taking Calligraphy Greenway as 
the venue of Taichung Jazz Festival is 
highly critical to the booming of this 
Festival. The reason is that the Callig-
raphy Greenway is a tourist spot which 

Taichung City has actively developed 
and promoted over the past decade. 
Moreover, upscale hotels, restaurants 
and bars can be countless nearby. Also, 
it is the gathering place for high-end 
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housing. Although the newspaper in 
2012 and 2013 described the site of 
Taichung Jazz Festival as "night market
（Apple Daily 2012; United Daily 
News 2013）, in fact, the booths here 
are radically different from the general 
night markets. For example, the booths 
in Splendor Hotel are manned with pro-
fessional bartenders to mix wine (alco-
holic beverages are virtually a must 
sold commodity in each booth). How-
ever, the exotic food booths of these 
upscale hotels and exquisite restaurants 
are impossible to be present in general 
night markets. Additionally, many res-
taurants also sell meal tickets and ac-
commodation tickets on the field, giv-
ing rise to an alternative travel fair. 

 
The Sources of Funding Affect the Per-

formance of Taichung Jazz Festival 

    The changes in the connotations of 
Taichung Jazz Festival are closely re-
lated to the sources of funding. The 
Taichung Jazz Festival introduced from 
foreign countries lacks direct support 
from the local well-capitalized compa-
nies. But if admission tickets are sold, 
this will inevitably reduce the willing-
ness of people to participate. Therefore, 
the subsidies from public departments 
become an important source of funding. 
Take the years 2009 to 2013 as exam-
ples (as shown in Figure 2), the subsi-
dies peaked in 2010, but the scale of 
annual performances following 2010 
still keep increasing, and all invited 
performance groups enjoyed interna-
tional fame (such as Kaori kobayashi, 
Anne Ducros, etc.).  

 

 

 
How can the funds be obtained for 

the constantly increasing scale under 
the circumstances of no increase or 
even decrease in the subsidies? The an-
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swer is sponsors and investment pro-
motion. According to the undertakers 
of the Cultural Affairs Bureau of 
Taichung City Government, it was in-
credibly difficult to obtain direct dona-
tion, and only small numbers of manu-
facturers would make direct donations 
on account of the Mayor, but the dona-
tion was little. Wine manufacturers are 
most willing to make direct sponsor-
ship, so that their brands can appear on 
the billboards on the field, but the 
amount is small. Compared with direct 
funding, other forms of sponsorship are 
various, such as providing free accom-
modation, hotel discounts, tour package 
promotions, air ticket discounts and the 
like. The undertakers expressed in frus-
tration that relatively important way of 
financing is still investment promotion.  

 
What are the related industries? 

For Taichung City, I think catering is a 
related industry. The vendors of in-
struments was very difficult to recruit, 
even the rent is low, because they be-
lieve no profits will be made...To be 
honest, there are no related industries. 
However, organizing activities needs 
money, but sponsorship is far from easy 
to invite.（undertaker of Cultural Af-
fairs Bureau of Taichung City Gov-
ernment 2013/10/8） 

 
The so-called investment promo-

tion refers to the businesses setting up 
booths on the site. Table 2 demon-
strates changes in the number of 
booths, rents and business hours of the 
Taichung Jazz Festival for years. Since 

2011, the booth rents saw a dramatic 
increase, and the business hours of 
booths are also prolonged (Cultural Af-
fairs Bureau of Taichung City Gov-
ernment 2011). It was in 2011 that the 
central government stopped subsidies. 
The surge in booth rents prevents in-
significant vendors from entering the 
site of Taichung Jazz Festival. It was 
since this year that the surrounding 
booths of well-known restaurants and 
hotels became one of the characteristics 
of Taichung Jazz Festival. While the 
number of performance groups invited 
by the festival and performances in 
2013 registered new highs, the number 
of vendors also skyrocketed, with the 
booths totaling 80. Except 15 cultural 
and creative reserved booths, most 
booths were about catering (Cultural 
Affairs Bureau of Taichung City Gov-
ernment 2013). The food booths in 
2013 were excessive and the festival 
was questioned as a food festival. As a 
result, the number of food booths was 
cut in 2014, but the booth rent was 
raised to ensure sufficient funding for 
the activities (Cultural Affairs Bureau 
of Taichung City Government 2014). 
Despite the expensive rents, since high-
end restaurants and upscale restaurants 
were highly concentrated near the 
Ching-Kuo Green Parkway of 
Taichung City, for businesses, this is a 
good opportunity to place advertise-
ments and undertake promotion. There-
fore, their willingness to participate is 
great, becoming a unique highlight of 
the Taichung Jazz Festival. The 
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Table 2 The Total Number of Booths, Rent and Business Hours of Taichung Jazz Festival Each Year 
 2010 2011 2012 2013 2014 
Total num-
ber of 
booths 

31 35 51(16*) 80(15*) 40(5*) 

Booth rent 
(USD)    

62 217- 
249 

2330- 
4660 

2330- 
4660 

4660- 
5591 

Business 
hours  

Just holi-
days 

9 consecutive 
days 

9 consecutive 
days 

9 consecutive 
days 

9 consecutive 
days 

The values in the * means the number of cultural and creative booths and the rent is US$ 187. 
Source: Cultural Affairs Bureau of Taichung City Government (2010,2011,2012,2013,2014) 

 
booths truly related to jazz are the 
saxophone industry of Houli District. 
However, each year, it only sets up one 
booth in the Taichung Jazz Festival. 
The demand for raising activity funds 
specifies the ground for Taichung Jazz 
Festival to develop into a high-end 
night market.  
 

Discussion 
 

City Branding and City Marketing 
 

In the governance of urban dis-
tricts, the urban regeneration programs 
and branding are very important issues 
(Jones and Evans 2012; Eshuis and 
Edwards 2013). For the city govern-
ment, the important goals include how 
to improve the visibility and recogni-
tion of the city and how to fight for ex-
posure in the information explosion era 
of media dissemination. This branding 
process of city imagery can endow the 
places in recession with alternative 
positive significance. In addition to at-
tracting specific target audience (often 
more affluent elites), the city can be 
furnished with more competitive 
imaginary (Jamieson 2014). Therefore, 
place branding can be seen as a good 

tool to change the image of regenerated 
areas.  

 
Nonetheless, after the start of this 

trend for over one decade, many schol-
ars started to question this place brand-
ing projects void of local characteris-
tics. Many noted that these festivals 
had caused counterproductive effects 
and resulted in the crisis of breaking 
away from local characteristics (Quinn 
2006; Wu and Wang 2011). Johansson 
(2012) re-examined the meaning of 
branding by the concept of imaginary. 
He advocated that the concept of 
imaginary had focused on regarding 
brand as a fictional and narrative tool in 
order to project the desired future. The 
place branding strategy ideally should 
close the gap between what an area 
really is and how the location wants to 
be known in the outside world (Hospers 
2004). But in fact, in this process, 
brand is often the results of special in-
terest formation of a certain actor or a 
group of actors (Messely et al. 2014). 
Therefore, city branding is actually a 
kind of political practice. Such a city 
and place are in fact imaginary and 
utopia. In this context, festivals and ac-
tivities have become an imagineering 
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technology to promote unique cities. In 
this era of global competition and mu-
tual imitation, the advocacy of a festi-
val city has become the dominant logic 
of urban space and life. Jamieson 
(2014) further pointed out that shaping 
the city's image through festivals and 
culture had become a new incarnation 
of post-industrial urban identity, but 
this was actually the presupposition of 
management elites. He was especially 
critical of the Creative Cities Network 
established by UNESCO in 2004, since 
it reduced creative city as a certification 
index and completely materialized the 
relationship between the city and the 
artistic performances. Glasgow--The 
city of music, owns its international 
music festival, while the city of design 
Dublin has its international design fes-
tival. All imaginary cities need to cre-
ate an imaginary temporary festival 
space of the management elites through 
administrative practice, but this tends to 
replace a vast array of culture meanings 
of places and streets. However, will 
these festivals led by the urban elites 
surely break away from local character-
istics? Is the possibility of creating sig-
nificance of place and local residents 
doomed to be excluded in the tempo-
rary space created by the festival?  

 
The Concept and Meanings of Place 

 
A city is not just a space unit used 

for branding and marketing -- it is a 
place, so it has broader meanings. 
Agnew (1987) once defined three ma-
jor implications of a place as: location 

(a specific point on the earth), sense of 
place (people's subjective feelings of a 
place, including the role played the 
place in individual and group identity), 
and locale (the setting and scale of 
people's daily activities and interac-
tions). Sack (1993) also considered a 
place included such elements of "na-
ture", "society" and "meaning", which 
also could be found in self. Self and 
place are constituted of each other. 
Cresswell (2014) regarded materiali-
ties, meanings and practices as three 
components of a place. The opinions of 
the above scholars on place are consis-
tent, and clearly analyze different 
meanings of the complex concept of 
place -- that is, a place is composed of 
the three connotations -- Truth, Virtue 
and Beauty. Therefore, the grasp of the 
concept of place needs to be compre-
hensive. If the attention is paid to place 
imaginary or sense of place only, other 
connotations are often neglected. The 
evaluation of a place needs to take the 
three connotations into account.  

 
Myriad discussions about place 

are often obsessed with Authenticity of 
the place, which is yet questionable, for 
from any connotation of place, a place 
is by no means closed, fixed and stable. 
Rather, it is changing at any time and is 
often regarded as a process. If the place 
was regarded as location, it is porous; if 
as sense of place, it often showed 
"global" identities; if as locale, it was 
affected by global forces and local re-
sponse (Castree 2009). However, it is 
unreasonable to only see the place as 
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flow and connection, since the past of a 
place is also of great importance to the 
present. As a result, a place had both 
vertical and horizontal dimensions -- 
the former can be likened to the root, 
whereas the latter to the route 
(Cresswell 2014). Both the root and 
route of a place are exceedingly signifi-
cant. Besides, different places have dif-
ferent ways of composition, and are 
closely associated with the politics of 
place. 

 
The city is a place. Therefore, in 

order to understand the issues pertain-
ing to the city, we must have a clear 
understanding of the concept of place. 
Place can be seen as a kind of assem-
blage consisting of a mixture of differ-
ent people and non-human components. 
Their entirety is only a temporary ag-
glomeration. Besides indicating that 
place has contingent, emerging and 
changeable characteristics, this also 
underlines the future political and 
moral possibility of place. 

 
The Implication of the Case Study 

 
Taichung Jazz Festival is the fes-

tival in which the Mayor Jason Hu was 
mostly actively involved during his 
service. He directly used foreign cul-
ture as the theme of city branding, in-
tending to connect the city with the in-
ternational community and to create 
brand new cultural taste and imagina-
tion. Yet, the practice process of this 
up-down management imaginary dif-
fers from the original idea -- that is, the 

restaurants and catering industry adja-
cent to the venues become an integral 
part of common participation and per-
formance in Taichung Jazz Festival. 
Does this mean that city branding is 
ineffective? Or will city branding will 
eventually lead to the loss of local 
characteristics?  

 
Taichung Jazz Festival has be-

come one of the important activities of 
many local residents in late October 
each year. According to the surveys, 
approximately 70 percent of the par-
ticipants were local residents, mainly 
young people in their twenties and thir-
ties (Cultural Affairs Bureau of 
Taichung City Government 2013). 
They invite their friends to sit together 
on the prairie, drinking, eating the food 
bought from the vendors next to them 
and listening to jazz. This practice is 
heavily criticized and the music of 
Taichung Jazz Festival is believed to be 
reduced to a supporting role. By con-
trast, food and wine overshadow music, 
and become the most attractive part. 
However, from another point of view, 
this also reflects the localization and 
life between Taichung Jazz Festival 
and people. Findings of Chung (2015) 
showed that jazz did not become cul-
tural assets of Taichung City. When 
mentioning Taichung City, outsiders 
would not think about Taichung Jazz 
Festival and foreign tourists would not 
pay a special visit. Perhaps the 
Taichung Jazz Festival has not yet 
reached the original goal (for instance, 
allowing Taichung City to become an 
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important international city of jazz, or 
attracting tons of foreign tourists). 
However, this festival copied from for-
eign countries also finds the special 
way of survival in Taichung City. In-
vestment in hotels and restaurants are 
made. Coupled with local specialties, 
the festival attracts lots of local people, 
showcasing the Taichung Jazz Festival 
considerably different from other cities. 
Meanwhile, continuous media coverage 
contributes to high visibility and new 
image of Taichung City -- green Ching-
Kuo Green Parkway, People's Square 
and casual atmosphere of the city be-
come the representatives of the roman-
tic image of Taichung City.  

 
The characteristics of a place, 

apart from its distinctive "uniqueness", 
also included the "specificity" con-
nected to other places (Ho 2005). The 
Taichung Jazz Festival in Taichung 
City is not the only festival, and may 
not have much common ground with 
the past of the place. Nevertheless, a 
place or the shaping of a place itself is 
a dynamic process, during which how 
this place is connected with the outside 
world is also an important link of form-
ing local characteristics. The above 
case discussions comprehensively show 
the openness and flow characteristics of 
a place -- from the substantial dimen-
sion of a place, it is penetrable, from 
the significance of a place, it is both 
external and internal, global and local; 
from the social interaction and practice 
of a place, it is affected by the forces of 
globalization, but meanwhile, it also 

has the energy of response. By means 
of top-down decisions, the festival from 
outside the place has its specific devel-
opment path. Taichung Jazz Festival 
has obviously becomes a "new" tradi-
tion of Taichung city -- the route of the 
past may be the root of the future.  

 
Conclusion 

 
Like many parts of the world, 

Taiwan has a wealth of traditional fes-
tivals derived from the rhythm of na-
ture, religious belief and local customs, 
and a vast variety of political festivals 
arising from special historical and po-
litical factors. Over the years, the festi-
vals gradually kept pace with the trend 
of the world, with some new festivals 
for city marketing. But the themes of 
these festivals seems lack of profound 
association with a place. Many studies 
believe that place branding only meets 
the imaginary of the elites, but divorces 
from the local culture. However, this 
study maintains that if a new festival 
(such as Taichung Jazz Festival) can be 
organized continuously for a long time, 
this means that this seemingly unex-
pected foreign festival unrelated to a 
place may take root in the place and 
develop new local meanings. The 
openness and active forces of a place 
can be proved by analyzing the funding 
sources, approaches of investment 
promotion, ways of organization and 
involvement performance of tourists.  

 
The original intent of those in 

power is to change the negative image 



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

77 

of a place and to transform the place 
into a global city with international cul-
tural capital through using and copying 
the well-known foreign theme festivals. 
However, if this theme festival cannot 
receive the sponsorship of related in-
dustries due to breaking away from a 
place or receives support from selling 
tickets, the less related but relatively 
developed local industries will step 
forward and become the most impor-
tant sponsors of Taichung Jazz Festival. 

Moreover, the practices and perform-
ances of people in a place is one of the 
key elements of wonderful and funny 
festivals. In this process, the content 
and meaning of the festival obtains the 
significance with local characteristics. 
Although the organization of the festi-
val may not attain the effects claimed 
by the public departments, this does not 
prevent this festival from becoming a 
new local tradition after glocalization.  

 
References 

 
Agnew, J. (1987) Place and Politics: 

The Geographical Mediation of 
State and Society. Boston, MA: 
Allen & Unwin. 

 
Apple Daily (2012) Outrageous! 

Music Festival becomes night 
market. Retrived from:  

<http://www.appledaily.com.tw/ 
apple daily/article/headline/ 
20121024/34595007/> (Re-
trieved April 25, 2014) 

 
Castree, N. (2009) Place: connec-

tions and boundaries in an inter-
dependent world. In: NJ Clif-
ford, SL Holloway, SP Rice and 
G Valentine (Eds.). Key Con-
cepts in Geography. London: 
Sage, pp. 153-172. 

 
Chung, W.C. (2015) The Impact of 

Taichung Jazz Festival on City 
Marketing and Tourism     

 

Development. Master Thesis, 
Unpublished. Taipei: National 
Taiwan University. 

 
Cresswell, T. (2014) Place. In: R 

Lee, N Castree, R Kitchin, V 
Lawson, A Passi and et al. 
(Eds). The SAGE Handbook of 
Human Geography. London: 
Sage. pp. 3-21. 

 
Cultural Affairs Bureau of Taichung 

City Government (2008, 2009, 
2010, 2011, 2012, 2013, 2014) 
Final Report on Taichung Jazz 
Festival (each year). Taichung: 
Cultural Affairs Bureau of 
Taichung City Government. 

 
Eshuis, J. & Edwards, A. (2013) 

Branding the city: the democ-
ratic legitimacy of a new mode 
of governance. Urban Studies, 
Vol.50, No.5, 1066–1082. 

 
Harvey, D. (1989) From managerial-

ism to entrepreneurialism: the 
transformation in urban govern-



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

78 

ance in late capitalism. Geograf-
iska Annaler. Series B, Human 
Geography, Vol. 71, No. 1, 3-
17. 

 
Ho, C.C. (2005) The correlation be-

tween local characters and iden-
tity politics of I-Lan, Yu Da 
Academic Journal, Vol. 9, No. 
223-245. 

 
Hospers, G.J. (2004) Place market-

ing in Europe. Intereconomics, 
Vol. 39, No. 5, 271-279. 

 
Jamieson, K. (2004) The festival 

gaze and its boundaries. Space 
& Culture, Vol. 7, No. 1, 64-75. 

 
Jamieson, K. (2014) Tracing festival 

imaginaries: between affective 
urban idioms and administrative 
assemblages. International 
Journal of Cultural Studies, Vol. 
17, No. 3, 293-303. 

 
Johansson, M. (2012) Place branding 

and the imaginary: The politics 
of re-imaging a garden city. Ur-
ban Studies, Vol. 49, No. 16, 
3611-3626. 

 
Jones, P. & Evans, J. (2012) Rescue 

geography: place making, affect 
and regeneration. Urban Stud-
ies, Vol. 49, No. 11, 2315-2330. 

 
Ke, X.X. (2014) Culture Is Good 

Business for both Marketing and 
Profit. Global Views Monthly, 

March 1, 2014. From 
<http://www.gvm.com.tw/Board
content_25037.html> (Retrieved 
on 16 March 2014).  

 
Lai, C.C. (1997) The Rise of Specu-

lator City -- A Research on Ur-
ban Form Transformation of 
Taichung Post The World War 
II. Ph. D. Thesis, Unpublished. 
Taipei: National Taiwan Univer-
sity. 

 
Lai, J.Y. (2009) Facing the New 

Challenge of Merging Taichung 
City and Taichung County. 
Taichung: Land Administration 
Bureau of Taichung City Gov-
ernment. 

 
Land Administration Bureau of 

Taichung City Government 
(2015) Annual Adjustments and 
Changes in Present Value in 
Land Announcement of 
Taichung City. From 
<http://www.land.taichung.gov.t
w/content/?parent_id=11069>.(
Retrived January 26, 2016 ) 

 
Land Administration Bureau of 

Taichung City Government 
(2016) Introduction to Urban 
Land Replanning Results, From 
<http://www.taichung.gov.tw:80
80/FlashEbookReader/hyviewer/
online_preview.jsp?bookid=654
473> (Retrieved August 8, 
2014) 



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

79 

Liu, H.L. & Chen, W.P. (1996) 
Study on urban development 
process -- A case study of 
Taichung City, City and Plan-
ning, Vol. 23, No. 1, 55-74. 

 
Liu, Y.X. (2004) Jason Hu: Culture 

is indeed good business! Global 
Views Monthly, September 1, 
2004. From < 
http://www.gvm.com.tw/Boardc
ontent_10074.html > (Retrieved 
on 20 February 2014). 

 
Messely, L., Dessein, J. & Rogge, E. 

(2014) Unraveling the selective 
nature of regional branding. 
Tijdschrift voor Economische en 
Sociale Geografie, Vol, 106, No. 
3,  291–306. 

 
Miles, S. & Paddison, R. (2005) In-

troduction: the rise and rise of 
culture-led urban regeneration. 
Urban Studies, Vol. 42, No. 5-6,  
833-839. 

 
Paul, D.E. (2004) World cities as 

hegemonic projects: the politics 
of global imagineering in Mont-
real. Political Geography, Vol. 
23,  571-596. 

 
Plaza, B., Gonzalez-Casimiro, P., 

Moral-Zuazo, P. & Waldron, C. 
(2015) Culture-led city brands as 
economic engines: theory and 
empirics. Annals of Regional 
Science, 54, 179–196. 

Quinn, B. (2006) Problematising 
‘Festival Tourism’: Arts Festi-
vals and sustainable develop-
ment in Ireland. Journal of Sus-
tainable Tourism, Vol. 14, No. 3, 
288-306. 

 
Sack, R.D. (1993) The power of 

place and space. The Geo-
graphical Review, Vol. 83, No. 
3, 321-325. 

 
Taichung City Government (2011, 

2012-2014) Annual Interim Ad-
ministration Plan. Taichung: 
Taichung City Government. 
From 
<http://www.taichung.gov.tw/dl
pdf.asp?fileName=36101515579
5.doc> (Retrieved August 12, 
2014) 

 
United Daily News (1999) Deterio-

rating Security in Replanning 
District and Police also Shook 
Head. December 14, 1999, So-
cial Page. 

 
United Daily News (2000a) Ball-

rooms work with hotels, police 
pay attention. March 1, 2000, 
Social Page. 

 
United Daily News (2000b) Cold 

shoulder -- cultural city? inde-
cent city? April 19, 2000, P.3. 

 
United Daily News (2000c) Re-

planning District in Taichung 



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

80 

City: The Pain of Taichung Peo-
ple. September 3, 2000, P.3. 

 
United Daily News (2013) Numer-

ous Booths like Night Market, 
Shift of Taichung Jazz Festival. 
Oct. 23, 2013, Local Page. 

 
Wu, P.C.C. & Wang, B.P.J. (2011) 

The Island of Festivals: The 
Empirical Snapshots and the 
Theoretical Groundings of the 
Modern Festivals in Taiwan. 
Journal of Geographical Re-
search, 54, 69-95. 

 
Yang, Y.M. (2003) Jason Hu: I want 

to be a legend mayor. Global 
Views Monthly, May 1, 2003. 
From 
<http://www.gvm.com.tw/Board
content_8139.html > (Retrieved 
on 20 February 2014).



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

81 

 
 

COMPETITIVE DYNAMICS IN FAHP MODEL – LISTED AUTO-

MOBILE COMPANIES IN TAIWAN AS AN EXAMPLE 

Wen Pei 

Department of Business Administration 
Chung Hua University, Taiwan, ROC 

*Corresponding author: wpei@chu.edu.tw 

Jeng-Huan Li 

Ph.D. Program of Technology Management, 
Chung Hua University, Taiwan, ROC 

bonjour1968@gmail.com 

 
 

Abstract 
 

This paper constructs a competitive dynamics FAHP model (CDFM) to resolve the 
issues associated with fuzzy measurements and resources similarities in the analysis 
of competition between organizations. The calculation of resource similarity is incor-
porated into the CDFM, with fuzzy inputs regarding of the importance of different 
resources, in order to facilitate objective resource analysis. The empirical study of the 
automobile companies listed in Taiwan is based on the similarity of three different 
resources, and analysis with CDFM. The research findings can serve as a template for 
competitive actions and strategies. CDFM facilitates analysis of different resources in 
order to perceive, detect, or respond to competitive dynamics. The calculations and 
modeling of competitive dynamics, as based on fuzzy cognitions in this paper, are a 
new academic approach. 
 
Keywords: Competitive Dynamics, FAHP, CDFM 

 
Introduction 

 
It is essential for companies to 

understand and respond to competi-
tion. Strategic planning depends on  
subtle and accurate perceptions and 
analysis of competitive dynamics. 
Many studies suggest that corporate 

resources have inherent multiple fac-
ets. The assessment of statistics of 
different dimensions leads to differ-
ent strategic decisions. The fuzzy 
cognitions of different resources form 
the basis for various strategic actions 
and responses. Therefore, it is impor-
tant to establish an overall picture of 
resource similarity by considering the 
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fuzzy cognitions and perceptions of 
decision makers.   
 

Literature suggests that re-
sources are presented in different 
forms, such as human resources 
(Schler and Jackson, 1987), strategic 
assets (Amit and Schoemaker, 1993), 
knowledge-based competences 
(Teece et al., 1994) (e.g. skills, 
knowledge assets, and goodwill), and 
tangible assets (Jeremy, 2005), re-
garding the importance and market 
implications of firm resources on 
strategies. The evaluation of single 
resources leads to different strategic 
actions and responses to competition. 
In fact, fuzzy cognitions are required 
in the comparison and assessment of 
different resources with different 
weightings. Therefore, it is necessary 
to consider the fuzzy cognitions of 
decision makers by combining com-
petitive dynamics and FAHP model-
ing in CDFM. 

 
It is possible to gain an under-

standing of resource allocations by 
analyzing current assets and fixed 
assets (Hall, 1992; Jeremy, 2005). 
The distribution between current as-
sets and fixed assets sheds light on 
firm profitability (Graham et al., 
2005). Both current assets and fixed 
assets in financial reports are com-
pany resources (John and David, 
2012). The FAHP method can facili-
tate decisions based on multiple as-
sessment criteria for different re-
source dimensions, and is a system-
atic approach to process highly com-
plex issues by decomposing and 
quantifying such issues into different 
levels. CDFM is the modeling of dif-
ferent resource dimensions and crite-
ria with the FAHP techniques in or-
der to produce priorities and weight-

ings of multiple dimensions, as well 
as the criteria based on fuzzy logic. 
This approach allows analysis and 
comparison of statistics regarding 
resources similarity.  

 
The presumption of the competi-

tive dynamics models marks a break 
from market commonality, and as-
sumes resources similarity, i.e. vary-
ing levels of importance for different 
resources. This paper calculates re-
sources similarity, as based on differ-
ent resource dimensions, and em-
ploys the CDFM method to evaluate 
three resources, i.e. current assets, 
fixed assets, and sales locations. The 
empirical study on automobile com-
panies listed in Taiwan is based on 
multiple resource dimensions and 
criteria, and CDFM is developed to 
identify the weightings of such di-
mensions and criteria for the industry. 
Resources similarity is benchmarked 
according to resource heterogeneity, 
priorities, weightings, and strategic 
considerations. The competitive land-
scape is constructed with competi-
tors’ positioning, market forecasts, 
resources, and weighted assessments. 
The analysis suggests that the evalua-
tion of a single resource (i.e. current 
assets, fixed assets or sales locations) 
paints a different picture of key com-
petitors. The CDFM analysis on 
competitive dynamics helps to for-
mulate strategic considerations for 
different resources. 

 
 Cheng (1996) points out the po-
tential issues associated with re-
sources similarity in the analysis of 
competitive dynamics, which are due 
to the lumping of resources in differ-
ent forms. This paper focuses on the 
holistic measurement of resources by 
considering fuzzy factors. The 
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CDFM approach employed by this 
paper integrates different resources in 
the competitive landscape in order to 
understand the overall market and 
measure resource weights. Chapter 2 
of this paper conducts literature re-
view regarding competitive dynamics, 
the theoretical foundation of FAHP, 
and different resource dimensions. 
Chapter 3 describes the research 
methodology and constructs CDFM 
with different resource dimensions 
and criteria. Chapter 4 examines the 
CDFM statistics and performs com-
petitive analysis according to the po-
sitioning of the focus companies in 
the Taiwanese automobile industry. 
Chapter 5 summarizes the research 
findings, offers conclusions, and pre-
sents suggestions for follow-up stud-
ies. The application of CDFM to 
process resources similarity is the 
research focus and contribution of 
this paper.   
 

Literature Review 
 

Competitive Dynamics theories 
describe market commonality and 
resources similarity. Most scholars 
examine competition by multiple an-
choring points (Karnani and Werner-
felt (1985); Gimeno (1994); Smith 
and Wilson (1995)) emphasized the 
importance of market shares and 
strategies. Some studies are centered 
on resources-base views (Barney, 
1991; Petteraf, 1993; Coner, 1994) by 
differentiating companies with strate-
gies or resources. This analysis is 
typically conducted on the market or 
a company. Other studies (Amit and 
Schoemaker, 1993; Poter, 1991) 
sought to establish robust theories by 
stressing the importance of both in-
ternal resources and external markets. 
According to the dynamic competi-

tion theory, as developed by Chen 
(1996, 2007), assessments of the 
same competitors may lead to differ-
ent perceptions of the competitive 
landscape. Chen’s theory is backed 
up with the views and images regard-
ing competitors, and the resulting at-
tacks and responses in the US airline 
industry. Tversky (1977) conducted a 
study on similar attributes and dem-
onstrated that the commonly accepted 
symmetry axiom underlying the met-
ric distance function is not valid for 
capturing the concept of similarity. 
That is, d (a, b) ≠d (b, a). Statements 
of similarity are directional, as they 
depend on which element of the 
comparison is the “subject” and 
which element is the “referent”. In 
illustrating this concept, Tversky fur-
ther pointed out that “A is like B” is 
not the same as “B is like A” 
(1977:328). In other words, focus 
companies may evaluate competitors 
in the light of market commonality 
and resources similarity.   

 
Resources-Based Theory 

 
The resource-based theory may 

be an inside-out strategic analysis of 
companies (Penrose (1959); Werner-
felt (1984); Rumelt (1984); Barney 
(1986a, 1991)) or an outside-in stra-
tegic consideration of an industry 
(Porter (1980, 1985, 1992)). The un-
derpinning concept of the resource-
based theory, i.e. heterogeneous re-
sources, is an extension of the unique 
competences, as mentioned by strat-
egy scholars (Selznick, 1997; Chan-
dler, 1962, 1977; Ansoff, 1965; Bar-
nard, 1970).  According to Hoskisson 
et al., (1999), Barnard explored the 
organization and functioning mecha-
nisms of companies in his book “The 
Functions of the Executive”. 



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

84 

Scholars have varying perspec-
tives and opinions of resource issues 
that consider different external envi-
ronments, where the ultimate goal is 
to examine how companies maximize 
profits. In sum, resource-based views 
examine how companies obtain and 
maintain competitive advantages on 
the basis of the resources they own. It 
is an approach different from industry 
economics, which is centered on ex-
ternal environments.  

 
Wernerfelt (1984) was the first 

scholar to offer the concept of the 
resource-based view for companies. 
He suggested the use of a resource-
based view, instead of the products-
based view in the analysis of compa-
nies, as companies accumulate re-
source advantages through proper 
resource utilization and management 
efficiency. Such resource advantages 
are unique and form the basis of last-
ing competitive advantages. Grant 
(1991) was the first scholar that used 
the resource-based theory to replace 
the resource-based view, and high-
lighted the importance of this theory 
in the academic world. Barney 
(1986b) extended the basis of 
Wernerfelt, and argued that different 
companies create different values due 
to different strategic resources. Eco-
nomic performances of companies 
are the results of market competition 
and firm-specific resources. There-
fore, companies should analyze their 
own unique resources (including 
technologies and competences) in 
reaching strategic decisions.   
Scholars have determined various 
definitions and classifications of 
firm-specific resources. Penrose 
(1959) was the first scholar to con-
sider resources as the most important 
factor influencing the behavior of 

companies. Companies are essen-
tially a system comprised of different 
resources, and they seek growth by 
effectively utilizing their resources. 
Coyne (1986) described organiza-
tional resources as the capabilities of 
having and doing. Hamel and Praha-
lad (1994) indicated that core compe-
tences in the short-term are reflective 
of current product prices and per-
formances. Over the long-term, core 
competences are the ability to launch 
cheaper products faster than competi-
tors. Grant (1991) believed that re-
sources are the foundation of a firm’s 
profitability, as well as the basis of 
organizational capabilities. Accord-
ing to Grant, the resource-based the-
ory focuses on the identification, 
clarification, nurturing, development, 
and protection of the core or unique 
resources of an organization. Hill and 
Jones (1992) indicated that efficiency, 
quality, innovation, differentiation, 
cost reductions, value creation, and 
capability to respond to customers, 
all stem from the ownership and 
utilization of organizational resources. 
In sum, resources are the foundation 
for sustainable competitive advan-
tages. Core resources enable value 
and profitability creation.   
 

Academic studies classify re-
sources into tangible and intangible 
(Jeremy, 2005; Hall’s, 1992, 1993). 
Tangible resources include financial 
assets (Grant, 1991) and physical as-
sets (Grant, 1991), as described in 
financial reports (Wyatt, 2002; Jer-
emy, 2005). Current assets and fixed 
assets are also tangible resources. 
Rauscher and Wheeler  (2012), 
Chong , Liu, Klein (2012) analyzed 
firm resources by focusing on current 
assets; while Basu & Vasudevan 
(2013), Ellwood & Garcia-Lacalle 
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(2012), Berger & Black (2011), and 
Conneely (2009) emphasizes fixed 
assets.  

 
Competitive Dynamics 

 
Competitive Dynamics is about 

the evaluation and analysis of com-
petitors in the context of market 
commonality and resources similarity, 
in order to understand the motiva-
tions of competitors and forecast their 
next moves. It is a feedback loop sys-
tem of the analysis of capabilities and 
performances, as well as a response 
to competitive actions. The two-
dimensional competitive landscape is 
a pair-wise comparison of market 
commonality and resources similarity. 
The mapping locations of individual 
companies illustrate the relative posi-
tions of competitors, making it easier 
to visualize and foresee competitive 
strategies. It is worth noting that, 
market commonality is a stronger 
predicator than resources in forecast-
ing competitive actions and responses 
(Cheng, 1996, 2007).  

 
Market commonality:  

    



2000

1

ibiaaiab /PP/PPM
i

            (1) 

Mab = market commonality between 
airline industry b and focus airline 
practitioner a 
Pai = number of customers served by 
airline practitioner a in airline i 
Pa = number of customers of airline 
practitioner a in all airlines 
Pbi= number of customers of airline 
practitioner b in airline i 
Pi = all customers in airline i 
Equation (1) measures market com-
monality in order to gain an under-
standing of products and markets for 
the focus of manufacturers and com-
petitors. The greater the market 

commonality, the fiercer the competi-
tion; hence, the less likely competi-
tive actions, the more drastic com-
petitive responses (Chen, 1996, 2007) 
become.  
 
Resources Similarity:  

ijS     



n

m 1

mjmiim /AA/AA        (2)         

Sij =resource significance of manu-
factures of airline companies ij 
Aim =total number of m-type air-
planes operated by airline company i 
Ai =total number of airlines operated 
by airline company i 
Ajm =total number of m-type air-
planes operated by airline company j 
Am =total number of m-type air-
planes operated by all airline compa-
nies 
m =type of airplanes operated by 
both airline company i and airline 
company j 

Equation (2) measures resources 
similarity in order to gain an under-
standing of the available resources to 
focus manufacturers and competitors. 
The difference in resources similarity 
is manifested in the difference in 
competitive strategies. The greater 
the resources similarity, the less 
fierce the competition, but the more 
likely the competitive responses 
(Chen, 1996, 2007) become. In brief, 
dynamic competition is the mapping 
of competitors in terms of market 
commonality and resources similarity. 
There are four possible competitive 
actions and responses (Chen , 1996):  
 
Proposition 1a: The greater B's 

market commonality with A, the 
less likely A is to initiate an at-
tack against B, all else being 
equal.  
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Proposition 1b: The greater A's 
market commonality with B, the 
more likely B is to respond to 
A's attack, all else being equal.  

 
Proposition 2a: The greater B's 

resource similarity with A, the 
less likely A is to initiate an at-
tack against B, all else being 
equal.) 

 
Proposition 2b: The greater A's 

resource similarity with B, the 
more likely B is to respond to 
A's attack, all else being equal.  

 
FAHP 

 
The analytic hierarchy process 

(AHP) was first developed by Saaty 
(1971), and is a systematic analytical 
tool. Fuzzy information as a research 
tool dates back to 1965, when Zaheh, 
a professor at Berkeley University, 
published a paper called “Fuzzy Sets” 
in the journal “Information and Con-
trol”. The FAHP concept of a mem-
bership function, instead of a crisp 
value, was used in the traditional 
AHP approach. This allowed experts 

to get a good grip of the issues in an 
intuitive manner, and determine 
judgments accordingly. The pair-wise 
comparisons of the evaluation 
framework help to generate weight-
ings with FAHP and fuzzy algorithms. 
The FAHP procedures in this paper 
are set out, as follows:  
1.Clarification and description of re-
search issues; 
2.Establishment of hierarchical struc-
tures; 
3.Construction of pair-wise matrix in 
fuzzy logics; 
4.Calculation of fuzzy weightings; 
5.Linkage across hierarchical levels; 
6.Solutions to fuzzy sets;  
7.Ranking.  
 

Method 
 

Literature review suggested that 
the resources of an organization are 
expressed as multi-faceted. This pa-
per selects three resource elements, 
i.e. current assets, fixed assets, and 
sales locations in the CDFM frame-
work for automobile companies listed 
in Taiwan (Figure 1).  

 
 

Figure 1. Resources Similarity for Different Resource Dimensions 

This paper conducts analysis on 
the established resource dimensions. 
The three resource dimensions of the 

automobile companies listed in Tai-
wan, i.e. current assets, fixed  
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Figure 2. FAHP resource dimensions and criteria of automobile companies 
listed in Taiwan 

assets, and sales locations, are further 
segmented into three criteria.  
Figure 2 shows the weightings Wk, as 
derived by the FAHP method.  
 

The third step is to apply the 
CDFM framework to integrate differ-
ent resources by using Equation (3) 
on the basis of resources similarity, 
followed by analysis of competitors. 
The CDFM equation for resources 
similarity is, as follows:  

 

ijS SW k
ijk

n

k


1

                 (3)                                            

ijS  CDFM resources similarity 
between Company i and Company j 

Wk = Weighting of Resource k 

S
k
ij

= Resource K similarity be-

tween Company i and Company j 
 

In contrast with the conventional 
approach to dynamic competition,  

 
 

Figure 3. CDFM 
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CDFM integrates different resources 
to maximize resources similarity 
(Figure 3 CDFM).  

 
The automobile companies 

listed in Taiwan are either assemblers 
or distributors. This paper samples 
the 2012 data of these companies, 
and summarizes the collated numbers 
into three resource dimensions (i.e. 
current assets, fixed assets, and sales 
locations) and ten criteria, followed 
by the measurement of resources 
similarity under the CDFM frame-
work, the establishment of competitor 
mapping, and analysis of competitive 
actions and responses.  

 
Example 

 
Competitive Dynamics 

The first step of empirical study 
is to define the market commonality 
of listed automobile companies, as 
based on Karnani and Wernerfelt 
(1985), Gimeno (1994), and Chen 
(1996). This paper classifies the mar-
ket into four segments according to 
piston displacements registered for 
car plates in Taiwan (Pei, Li, & Tan, 
2015). Table 1 shows the market 
commonality calculated with Equa-
tion (1). If Yulon Motor is bench-
marked as the focus manufacturer, its 
market commonality is the highest at 
0.4776 with Hotai Motor, followed 
by that of China Motor at 0.1324, and 
Sanyang Motor at 0.0952.  

 
Table 1. Market Commonality 

 
 Yulon Motor China Motor Sanyang Motor  Hotai Motor 

Yulon Motor  0.1324 0.0952 0.4776 

China Motor 0.3078  0.1175 0.4193 

Sanyang Motor 0.2966 0.1574  0.4169 

Hotai Motor 0.2574 0.0972 0.0721  
 

Resources similarity is defined 
according to Mondey et al. (1987), 
Taneja (1989), Chen (1996) and Pei, 
Li, & Tan (2015). This paper ana-
lyzes the numbers of distribution 
points in the five regions in Taiwan, 
i.e. northern, central, southern, east-
ern, and off-islands. Table 2 shows 

the resource similarity of sales loca-
tions calculated with Equation (2). If 
Yulon Motor is benchmarked as the 
focus manufacturer, its resource dis-
tribution resource similarity is the 
highest at 0.3489 with China Motor, 
followed by that with Hotai Motor at 
0.2582, and Sanyang Motor at 0.1721. 

Table 2. Distribution Network Resource Similarity 
 

 Yulon Motor China Motor Sanyang Motor Hotai Motor 

Yulon Motor  0.3489 0.1721 0.2582 

China Motor 0.2191  0.1734 0.2571 

Sanyang Motor 0.2178 0.3496  0.2575 

Hotai Motor 0.2178 0.3455 0.1717  
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 Table 1 indicates the market 
commonality computed with Equa-
tion (1). Table 2 shows the resources 
similarity estimated with Equation 
(2). Figure 4 illustrates the mapping 

of competitors. The focus manufac-
turer on the upper left is Yulon Motor, 
on the lower left is Sanyang Motor, 
on the upper right is China Motor, on 
the lower right is Hotai Motor.  

Figure 4. Competitive Mapping for Yulon Motor 
 
Figure 4 illustrates the competi-

tive mapping for Yulon Motor, 
whose market commonality is the 
highest with Hotai Motor and re-
sources similarity is the highest with 
China Motor. Yulon Motor and San-
yang Motor are quite different in 
terms of markets and resources. The 
major perceived competitor is Hotai 
Motor. The greater the market com-
monality, the more pronounced the 
competitive responses, and the less 
likely the competitive actions. The 
greater the resources similarity, the 
less likely the competitive actions, 
but the more drastic the competitive 
responses. 

 
Cheng (1996, 2007) referred to 

fleet structures as resources similarity 
in the airline industry. Fleet struc 

 
tures are characterized by airplane 
types and numbers, and analysis on 
resources heterogeneity and similar 

 
ity is conducted. The traditional ap-
proach to dynamic competition fo-
cuses on a single resource dimension 
per resource-based theory, as differ-
ent resource facets may paint a dif-
ferent picture of competitive dynam-
ics.   

CDFM 
 

This paper applies the FAHP 
framework and designs a question-
naire with three resource dimensions 
(i.e. current assets, fixed assets, and 
sales locations) and ten criteria. A 
total of 15 questionnaires were issued 
to the sampled listed automobile 
companies and 14 questionnaires 
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were recovered. Two questionnaires 
were eliminated due to a low consis-
tency index falling below 0.25. A to-
tal of 12 questionnaires were sampled, 
with a C.I. of 0.0017 and a C.R. of 
0.0029. Regarding the three dimen-
sions, C.I.’s were 0.027, 0.001, and 
0.065, respectively, and the C.R.’s 

were 0.047, 0.001, and 0.073, respec-
tively, which all indicate sufficient 
consistency. Working capital (mainly 
cash) is the most important dimen-
sion, followed by sales locations and 
workshops, and then, fixed assets 
(weightings as shown in Table 3). 

Table 3. CDFM Summary 
 

AHP FAHP AHP AHP FAHP FAHP 
Dimension 

Weight Weight 
Criteria 

Weight Order Weight Order 

Cash 0.3312  1 0.3269  1 

Inventory 0.1016  4 0.1021  4 Current as-
sets 

0.4779  0.4756  
Financial in-
vestments 

0.0452  7 0.0465  7 

Land 0.0981  5 0.0980  5 

Building 0.0222  10 0.0232  10 Fixed assets 0.1468  0.1488  

Equipment 0.0264  9 0.0276  9 

Northern 0.1948  2 0.1919  2 

Central 0.1036  3 0.1045  3 

Southern 0.0497  6 0.0509  6 
Sales  
services 

0.3753  0.3757  

Eastern & off-
shore islands 

0.0273  8 0.0284  8 

 
According to the generally ac-

cepted accounting principles in Tai-
wan, assets are acquired via transac-
tions or other means, can be meas-
ured monetarily and are expected to 
provide future economic benefits. 
Table 4 compares the current asset 
items, i.e. cash, financial investments, 
and inventories, and shows the calcu-
lated resources similarity.   

 
Fixed assets include land, build-

ings, and equipment. Table 5 shows 
the estimated resources similarity.   

 
Table 6 Summarizes the re-

sources similarity calculated with 
Equation (3) in the CDFM frame-
work.  

 
Table 4. Current Assets – Resources Similarity 

 

  Yulon Motor China Motor 
Sanyang Mo-
tor 

Hotai Motor 

Yulon Motor   0.1051  0.0905  0.4034  

China Motor 0.3822    0.1131  0.3424  

Sanyang Motor 0.3794  0.1303    0.3582  

Hotai Motor 0.4047  0.0944  0.0857    
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Table 5. Fixed Assets – Resources Similarity 
 

  Yulon Motor China Motor 
Sanyang Mo-
tor 

Hotai Motor 

Yulon Motor   0.2661  0.2157  0.2985  

China Motor 0.1646    0.2038  0.3489  

Sanyang Motor 0.1814  0.2772    0.3339  

Hotai Motor 0.1513  0.2859  0.2011    

 

Table 6. CDFM Resources Similarity 
 

 
Yulon Mo-
tor 

China Mo-
tor 

Sanyang 
Motor 

Hotai Motor 

Yulon Motor  0.2202 0.1395 0.3335 

China Motor 0.2890  0.1491 0.3113 

Sanyang Mo-
tor 

0.2897 0.2342  0.3168 

Hotai Motor 0.2974 0.2168 0.1349  

 

Table 1 shows the market com-
monality estimated with Equation (1). 
Table 6 summarizes the CDFM re-
sources similarity computed with 
Equation (3). Figure 4 illustrates the 
CDFM mapping of competitors. The 

focus manufacturer on the upper left 
is Yulon Motor, on the lower left is 
Sanyang Motor, on the upper right is 
China Motor, and on the lower right 
is Hotai Motor. The main competitor 
to Yulon Motor is Hotai Motor. 
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Figure 5. CDFM Competitor Mapping 

Table 7. Resource Dimension Comparison 
 

Resources 
dimension 

  
Yulon Mo-
tor 

China Motor 
Sanyang 
Motor 

Hotai Motor 

Current 
assets 

Yulon Mo-
tor 

  0.1051  0.0905  0.4034  

Fixed as-
sets 

Yulon Mo-
tor 

  0.2661  0.2157  0.2985  

Sales loca-
tions 

Yulon Mo-
tor 

  0.3489  0.1721  0.2582  

CDFM    0.2202  0.1395  0.3335  

 

According to CDFM competitor 
mapping, as based on resources simi-
larity shown in Figure 5 and Table 8, 
there are four outcomes for Yulon 
Motor:  

 
(1) In terms of sales locations and 

workshops as a resource dimen-
sion (Table 2), Yulon Motor is in 
even competition with China Mo-
tor. Regarding funding resources 
(Table 4) and fixed asset re-
sources (Table 5), Yulon Motor’s 
closest competitor is Hotai. Dif-
ferent competitors are identified 

for the focus of manufacturers 
under different resource dimen-
sions. 

(2) According to the calculated 
CDFM resource dimensions (Fig-
ure 5), Hotai Motor is the main 
competitor of Yulon. 

(3) The CDFM framework allows 
accurate judgement and percep-
tions by synthesizing resources 
similarity. 

(4) The empirical results highlight the 
importance of the FAHP method 
regarding the integration of dif-
ferent resource dimensions.  
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Discussion and Conclusion 

 
Competitive Dynamics is a two-

dimensional measurement based on 
market commonality and resources 
similarity, which allows the estab-
lishment of a competitive landscape 
with the details regarding the features 
and locations of competitors. This 
gives color to the market commonal-
ity and resources similarity of the fo-
cus manufacturers in relation to com-
petitors, and helps to describe and 
forecast competitive actions or re-
sponses.   

 
Studies indicate that resources 

come with different dimensions. The 
measurement of a single dimension 
may generate different competitive 
landscapes and profiles. The empiri-
cal study in this paper integrates mul-
tiple resource dimensions and estab-
lishes a complete picture of competi-
tive dynamics. This paper adopts the 
CDFM framework by considering 
different resource dimensions, 
weights, fuzzy factors, and market 
commonality in the analysis and 
forecasting of competitive actions or 
responses.   

 
The conventional approach to 

dynamic competition is based on 
products. As previously mentioned, 
the focus on any single resource is 
likely to yield a different competitive 
landscape. This paper employs FAHP 
techniques to resolve the issues asso-
ciated with the integration of multiple 
resources, and when combined with 
dynamic competition analysis, will 
result in a more robust mapping of 
competitors.  

  

 In summary, this paper adopts 
the CDFM framework to present and 
measure multiple resource dimen-
sions. Different from the analysis of 
conventional competitive dynamics, 
this strategic analytical tool addresses 
various issues, such as market com-
monality, resources similarity, 
weights, and fuzzy cognition.  
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Abstract 

A well-known school of medicine and health sciences located in a North American 
metropolitan area suffers from organizational ailments that if left untreated, would 
result in failure to comply with the Liaison Committee on Medical Education (LCME) 
guidelines, loss of accreditation, and loss of new students. When measured according 
to Jaques methodology of time span, this medical school should be operating at a 
level 5 stratum of work, focusing on a time horizon of 5-10 years. In actuality, the 
school is operating at level 2. This incorrect work stratum is symptomatic of their 
failure to work towards long term future. 
 
According to Deming’s methodology, this medical school also suffers from lack of 
constancy of purpose and performance evaluations.  In order to develop new products 
and services, we recommend that this medical school plans long-term tasks and adds 
real work at levels 2 through 5. Performance evaluations should be replaced with on-
going coaching and leadership.  
 
Key Words: Management, Elliott Jaques, W. Edwards Deming, Organizational Study, 

Leadership, Levels of Work, Deadly Diseases in Management 
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Introduction 
 

Many higher education institu-
tions struggle to balance best academic 
and business practices. We have cho-
sen to study a well-known school of 
medicine and health sciences in a 
North American metropolitan area that 
embodies this academic organizational 
struggle. 

 
Many things go into the develop-

ment of academic products and ser-
vices.  Medical education administra-
tion is responsible for supporting 
medical faculty in their courses, acting 
as liaison between students, faculty, 
and directors, and providing faculty 
development opportunities. Adminis-
trators are also responsible for manag-
ing curriculum design, and evaluations 
of the curriculum and teachers. 

 
The school of medicine and health 

sciences currently has 720 students en-
rolled in the undergraduate medical 
program with nearly 3,000 faculty 
members. This does not include the 
hundreds of staff that are employed to 
support the faculty, students, and ad-
ministration.  The school has been 
striving to develop new products and 
services by rolling out an entirely new 
curriculum. However, this change has 
not been constant, which has caused 
contention, unrest, and even accredita-
tion probation. 

 
Despite this recent development 

of new services, the school of medicine 
continues to struggle with deadly dis-
eases (Deming, p. 97) that commonly 
afflict organizations, and is having dif-
ficulty managing its many different 
working parts in an effective way. 

 

In 2008, the school came under 
accreditation review, which all medical 
schools undertake every eight years.  
The Liaison Committee on Medical 
Education (LCME) deemed the school 
in danger of not meeting satisfactory 
standards, and as a result, placed the 
medical school under probation. 
LCME gave the school two years to 
rectify substandard curriculum design, 
administrative framework, and infra-
structure, such as student lounge and 
study areas.  

 
Accreditation review periods are 

designed to be transparent and to pro-
vide clear standards for medical 
schools to uphold.  How then can a 
highly ranked medical school fail to 
comply with a set of standards? This 
failure is indicative of poor organiza-
tional practices. 

 
The aim of this paper is to explore 

the processes at work and analyze the 
issues that are hindering the medical 
school from being successful. This 
analysis also tries to lay out a founda-
tion that could foster better success in 
the future. 

 
Deming’s Deadly Diseases 

 
Starting the 2014-2015 academic 

year, the school has rolled out an en-
tirely new curriculum.  One indicator 
that the school of medicine has been 
suffering from the deadly disease of 
constancy of purpose is that the only 
reason why a change in the curriculum 
was made was because of accreditation 
probation (Deming, p. 98).  

 
The medical school had not been 

innovating and progressing with the 
industry, but merely remained the 
same while trying to churn out medical 
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doctors. In a scrambling effort to re-
store their accreditation’s good stand-
ing, the school has undergone an over-
haul of courses, organization, and even 
the length of coursework. In an effort 
to set them apart from other schools, 
the school has condensed its previously 
two-year pre-clinical coursework into 
one-and-a-half years to be able to in-
clude an additional semester of clinical 
practice. The hope was that students 
would be more attracted because they 
would have less coursework and more 
time in a clinical setting to better un-
derstand what specialty to choose. 

 
This shortened curriculum seemed 

like a good idea in theory, but was not 
adequately researched and prepared. It 
was discovered three quarters of the 
way into the first year that there would 
not be enough spaces in hospitals and 
clinics in the area to support the addi-
tional second year students looking for 
clinical practice. Students had to be 
informed that they would not be gain-
ing as much clinical time as they were 
originally led to believe they would 
receive. 

 
This is a glaring example of the 

failure to continually improve proc-
esses, products, and services. The 
medical school succeeded in reaching 
short term goals to admit more stu-
dents, but because of poor planning, 
this has hurt its reputation in the proc-
ess, which may affect the caliber of 
students applying in the future. 

 
In an attempt to develop new 

products and services, the medical 
school is also looking for new techno-
logical platforms to provide course ma-
terial to students to help them be suc-
cessful in their classes, including, but 
not limited to, recordings of lectures, 

access to online textbooks, and portfo-
lio sites (Deming, p. 98). How success-
ful or well-thought out this may be is 
dubious. 

 
For example, the school has be-

gun using the flipped classroom 
method where students watch a pre-
recorded lecture and then go over case 
questions to demonstrate learning and 
deep understanding. Whether this 
method improves or diminishes learn-
ing is unclear, though potentially, it 
may cut costs in the future by replacing 
competent professors with a video-tape. 

 
Although the school has been try-

ing to revise its curriculum and ser-
vices, they are failing to develop inno-
vative products and services of their 
own.  The school merely copies other 
higher education institutions and does 
not develop cutting edge teaching 
techniques or medical school curricu-
lum of their own. Using current re-
search about medical education has 
been beneficial, but in order for the 
school to remain competitive and prof-
itable, it needs to innovate and pilot 
something of their own. 

 
The school also emphasizes short-

term profits, another management dis-
ease (Deming, p. 99). They are con-
cerned how to get more students, how 
to keep accreditation, and how to keep 
up with other schools. Ivanov (2011, 
2012, 2013, 2014, 2015) calls this 
paradigm Feararchy, in which most 
decisions stem from a phobia, a reac-
tionary mode. 

 
The school is so pressured to push 

out a new curriculum to comply with 
the standards given by LCME that they 
did not give faculty adequate time to 
write material, or develop new proc-
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esses.  Some teachers do not know 
what they would be teaching the day 
before they give their lecture, while 
others use the exact same material 
from previous years instead of adapt-
ing to the new curriculum structure. 

 
The school’s management does 

not have any long term planning to ac-
complish large projects, or a manage-
ment structure that encourages em-
ployees to own their output to improve 
the quality of their work, a set of other 
deadly management diseases identified 
by Deming and Jaques (1996, 1998, 
2002).  The result of this lack of man-
agement control is that the school is 
producing a product (lectures/ curricu-
lum) that is low in quality and not en-
gaging. The faculty are given little 
guidance how to be effective in their 
jobs, and are not compensated based 
on teaching, and therefore, are not mo-
tivated to be exceptional. Students 
complain about disorganized and un-
prepared faculty members, and are of-
ten unsatisfied. 

 
Another disease that the school 

exhibits is the disease of the perform-
ance evaluation, merit rating, or annual 
review (Deming, p. 101). Evaluations 
are given to the faculty after every ses-
sion they teach. Students evaluate them 
based on their experience with the 
coursework, classroom setting, and 
assistance from staff. 

 
Not only are faculty concerned 

with their immediate ratings, but they 
are not evaluated on all aspects of their 
work. Instead of providing useful 
feedback, these evaluations cause fear 
and alienation among the employees. 

 
In addition to poorly executed 

evaluations, the medical school faculty 

are rewarded based on their clinical 
practice and biomedical research con-
tributions and not on their teaching. 
This provides no incentive for them to 
perform well and cooperate with the 
vague standards set by management. 

 
Trainings that is offered to faculty 

is rarely mandatory and most faculty 
members rely on support staff for 
technical execution of class lectures. 
Faculty are not held accountable for 
poor performance and often support 
staff are blamed for poor execution of 
a lecture or the course. Management’s 
attitude is “our troubles lie entirely in 
the work force,” which causes not only 
ineffective faculty, but also disen-
chanted staff (Deming, p. 134). 

 
Application of Elliott Jaques’ Theory 

 
Reviewing the school using 

Jaques’ timespan methodology, any 
school of this size and scope should be 
operating at a stratum five with a time 
horizon of 5-10 years. Perhaps the rea-
son why this school is failing to inno-
vate or even meet industry standards is 
because the executive management 
team members, who are supposed to be 
working minimum at stratum 5, are not 
using the advanced declarative, cumu-
lative, or serial mental processes re-
quired to adequately prepare for the 
future of the organization (Jaques, 
1996, 1998, 2002), (Ivanov, 2011, 
2013, 2015). 

 
It is possible that if the dean of 

the school had been focused on the fu-
ture, and development of new products 
and services, that the school would not 
be in the predicament it is in today. 

 
Going forward, it would also be 

useful to survey management in order 
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to see if they perceive the control of 
quality to be on them or on their sub-
ordinates. If management does not 
have a plan to encourage increase of 
quality, then they are failing to accom-
plish their leadership responsibilities. 

 
In summary, the school focuses 

on short term profits, struggles with 
constancy of purpose, and uses per-
formance evaluations that cause fear 
and inaccurate representations of ac-
tual performance. 

 
Recommendations 

 
The school of medicine can take 

steps to eradicate many management 
diseases and create an organizational 
system that has appropriate work strata 
for its scope and size. First, the 
school’s management needs to gain an 
understanding of their leadership re-
sponsibilities. Management needs to 
stop reacting to the loss of accredita-
tion and take time to understand the 
reasons why this has occurred in the 
first place, and then work towards a 
future without such mistakes. 

 
To help upper management gain 

understanding of their responsibilities, 
they need to time span each role in the 
administrative, student, and faculty 
department. This would help identify if 
there are redundancies in management 
or a manager and supervisor are in the 
same timespan-work level, for example.  
Any anomalies like these could create 
competition and hinder clear commu-
nication and development of ideas. 

 
Overall, the school is working on 

a level that is far lower than where 
they should be.  For example, an assis-
tant dean planned an entire day long 
mandatory student event and gave as-

signments to support staff with less 
than three weeks’ notice.  An assistant 
dean should be operating at work level 
4 with a five-year time horizon (Jaques, 
1996, 1998, 2002), (Ivanov, 2011, 
2012, 2013, 2014, 2015), (Clement, 
2013, 2015). 

 
Thus, more people should be 

working at work levels in between 
work strata 2 and 4. This would allow 
the deans to focus on longer term pro-
jects and tasks, the school’s future. 
This would also prevent curriculum 
mishaps, such as not planning enough 
clinical space for new students, and a 
sudden loss of accreditation. 

 
Creating more work space in the 

organization for long-term thinking 
would also allow upper management to 
explore new programs, products, and 
services that are vital to any organiza-
tion for long term success (Ivanov, 
2011, 2012, 2013, 2014, 2015). 

 
Lastly, the present school of 

medicine should focus less on immedi-
ate evaluations of faculty and their lec-
tures and more on continued coaching 
and feedback from management.  In-
vesting in training would contribute to 
increased performance and student sat-
isfaction.  Focusing on training, devel-
opment, and coaching would reduce 
fear and conflict within departments. 

 
As this study shows, the school 

has a lot of areas for improvement. All 
of these improvements are doable and 
achievable. 

 
If it does not change its ways, it 

may lose its accreditation for good and 
eventually lose its foothold in the mar-
ket. By reevaluating its management 
practices, the school could change its 
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course, overcome current difficulties, and become successful. 
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Abstract 
 

This paper is a case study of a small corporation in Washington, DC metropolitan area. 
In this study, the authors evaluate the organization against management theories and 
principles specified by two management theorists, Jerry B. Harvey, and W. Edwards 
Deming. The study shows that the organization and business would be more profit-
able if the owners recognized some of the organizational issues uncovered by this 
study, and addressed them. Some of these issues are ineffective management, short-
term focus, management by results, and a potential environment of feararchy, discov-
ered by Ivanov in 2011-2015. 
 
Key Words: Abilene Paradox, Case Study, Organizational Study, Jerry B. Harvey, W. 

Edwards Deming, Leadership, Leadership in the Enterprise 
 

Introduction 
 

Corporation X is a real business 
entity that has nine franchise stores in  
the Washington, DC metropolitan area, 
which consist of Washington DC, 
Maryland, and Virginia locations. This 
corporation is in the fast food-dessert  

 
industry.  It started as one shop in 
Washington, DC twenty years ago and 
grew to nine shops operating today. 
 

Three owners form the partner-
ship that owns this corporation. Only 
one of the owners is directly involved 
in the day to day operations of the 
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business. Each store has managers and 
supervisors.  Between all of the stores 
there are about one hundred employees, 
fluctuating depending on the season. 
During the spring and summer, there 
can be up to one hundred and fifty em-
ployees. 

 
This organization has been suc-

cessful during the years but there are 
some organizational issues that could 
prevent it from greater long term suc-
cess. After evaluating the company for 
over a year, there were several issues 
that we compared against the manage-
ment theories: 

 
1) Is the company in Abilene? 
2) Does the company focus solely on 

short-term thinking? 
3) Is the company managed strictly by 

results? 
 

Abilene Paradox 
 

 The Abilene Paradox is a man-
agement paradox first identified by 
management consultant and Professor 
Jerry B. Harvey in 1974.  When in 
Abilene, an organization or group fre-
quently “take actions in contradiction 
to what they really want to do and 
therefore defeat the very purpose they 
are trying to achieve” (Harvey, 1988). 
 

Harvey first came across the 
paradox when he, his wife, and par-
ents-in-law agreed to take a one-hour 
trip from Coleman, Texas to a dinner 
in Abilene on an extremely hot day in 
a 1959 Buick with no air conditioning.  
After returning back home “hot and 
exhausted” the group found out that no 
one wanted to go in the first place.  
Individually they all agreed that it was 
too hot and that they should just stay 
home, but they made false assumptions 

about the desires of the others and 
ended up doing the exact opposite of 
what everyone wanted. 

 
Jerry Harvey states that “the in-

ability to manage agreement, and not 
the inability to manage conflict, is the 
essential symptom that defines organi-
zations caught in the web of the Abi-
lene Paradox” (Harvey, 1988). 

 
According to Harvey, people 

caught in the web of Abilene avoid 
speaking up because of fear of separa-
tion from the group, being fired or de-
moted, and of losing face. 

 
After watching Company X for a 

while and talking to the owner and 
employees, I discovered that they in-
deed were in Abilene. One of the au-
thors was allowed to sit in a meeting 
with the owner, the manager, and as-
sistant manager from a particular store. 
They were discussing different issues 
and ideas. They then got to the subject 
of employees. The owner asked the 
manager and assistant manager what 
they thought about promoting a spe-
cific employee to a supervisor position. 
The manager said “I think that is a 
good idea” and looked over to the as-
sistant manager and asked him what he 
thought. The assistant manager said 
“yeah I think we should do it.” From 
previous conversations with both man-
agers, I knew that they both have had 
complaints about that specific em-
ployee. 

 
The employee was promoted to 

supervisor and it was a complete disas-
ter. Some good employees quit be-
cause of the supervisor’s actions. 
Months later, the owner and managers 
met again.  They all knew that it was a 
mistake to promote that employee. The 
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owner asked the assistant manager why 
the employee was promoted.  The as-
sistant manager said, “I knew it was a 
bad idea, but you guys seemed like that 
is what you wanted and I didn’t want 
to go against both of you.” The man-
ager spoke up and said, “I didn’t think 
that employee was supervisor material, 
but I thought that is what you guys 
wanted.” The owner then told the two 
managers that he didn’t think that em-
ployee was ready, but he just men-
tioned it because he thought that the 
two managers wanted to promote that 
employee. 

 
What happened at Company X 

was a classic example of an organiza-
tion being in Abilene. The problem 
was the inability to manage agreement. 
Everyone agreed that the employee 
was not ready to be promoted to the 
supervisor role, and therefore should 
have been kept at the position he was 
in. But because of making false as-
sumptions about the desires of the oth-
ers, they did the exact opposite of what 
they wanted. The result was losing 
good employees because of the super-
visor’s actions. 

 
Short-Term Thinking 

 
    Another issue with Company X 
is short-term thinking. Short-term 
thinking is emphasis on immediate re-
sults and short-term profit. Manage-
ment thinker Dr. W. Edwards Deming 
said, “short-term solutions have long-
term effects” (Deming, 1992, 1993). In 
the case of Company X, many of their 
short-term solutions to save money 
created long-term problems for the 
company. 
 

At many Company X’s shops 
there is only one cash register. Regis-

ters are expensive, but necessary. In-
stead of buying a second register, 
Company X relies on just one cash reg-
ister, which in the short-term saves the 
company the expense of another regis-
ter. In the long-run the company is los-
ing sales. 

 
There are times that the line in the 

store is so long that customers leave. 
Many of these customers will not come 
back because the shop looks like it is 
unprepared and not well-managed. 
There are other times where the cash 
register malfunctions, and everything 
has to be done by hand which takes 
forever and again Company X loses 
customers. 

 
 Company X also has a lot of old 
equipment that needs to be replaced.  
Instead of buying new equipment, the 
company choses to pay for mainte-
nance and many times goes to the 
cheapest maintenance person that they 
could find to save money. This is an-
other example of the short-term mind-
set that the company has. At one of the 
shops there is a prep bar refrigerator 
that always malfunctions because it is 
too old. This equipment is very impor-
tant because it is where the fruits are 
kept to make the smoothie-drinks. The 
company even failed a corporate in-
spection because the refrigerator mal-
functioned the day before the inspec-
tion, and the company couldn’t get it 
fixed on time. 
 

When the refrigerator breaks 
down, the company finds a cheap re-
pair man to fix it temporarily. With the 
money that they keep putting to fix the 
refrigerator, the company could have 
bought a new one already. 
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 At another shop, the equipment 
that stands out the most is the air con-
ditioning and heating system. This sys-
tem has been malfunctioning for the 
last three years. It is understandable 
that this system is expensive, but not 
fixing it is just thinking of the short-
term. 
 

In the summer it is too hot and in 
the winter it is too cold, because the 
system is usually not working. This 
makes not only the customers uncom-
fortable, but also the employees who 
are there all day working in those un-
bearable conditions. In the short-term 
the company thinks it saves money by 
not buying a new system, but in the 
long-run the corporation loses custom-
ers and employees. 

 
 When concentrating on short-term 
solutions and short-term profits, the 
organization not only sets up for fail-
ure in the future, but it also creates fear 
in the organization.  Ivanov (2011, 
2012, 2013, 2014, 2015) calls such 
paradigm feararchy. 
 

As an employee, I would start 
wondering why the company hasn’t 
bought new equipment when the 
equipment is always breaking down. 
The first thought that would come to 
my head is that the company is not 
planning to stay in business too long.  
This would definitely create fear and 
anxiety about my position and future 
with the company.   

 
Managing by Results 

 
 According to Deming, managing 
by results is “when you take immediate 
action on any fault, defect, complaint, 
delay, accident, or breakdown” 
(Deming, 1992, 1993). When using 

management by results, you find an 
immediate pseudo-solution opposed to 
identifying the root of the problem.  
This is also another issue at Company 
X.  We will demonstrate this issue us-
ing the “small cup” example. 
 
 At Company X there are three 
main sizes for their desserts: small, 
medium, and large.  The small cup is 
one flavor, the medium is a two flavor 
cup, and the large is a three flavor cup. 
If a customer asks for two flavors, the 
employee automatically grabs the me-
dium cup. If someone asks how many 
scoops can get in a small cup, the em-
ployee automatically says one flavor. 
 

One of the biggest complaints is 
that Company X receives at all of its 
shops is about the small cup.  There are 
many customers who want two flavors 
in the small cup because they want a 
mixture. The employee usually tells 
the customer that if they want two fla-
vors they must get the medium cup. 

 
 One day a customer comes in the 
shop and tells the employee that she 
understands that a small is one flavor, 
but that she really wants two flavors 
but doesn’t want a lot. She told the 
employee that the medium was too 
much for her. She asked the employee 
if she could have two half servings in 
the small cup, but the employee told 
her that he was only allowed to do one 
flavor in the small cup and that if she 
wants two, she has to get a medium 
cup. 
 

The customer got really mad and 
wrote a complaint to corporate head-
quarters, which was then received by 
the owner. The owner called the man-
ager to contact the customer, apologize, 
and offer her free dessert. 
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This was managing by results, 
just trying to deal with the immediate 
issue, which was satisfying this par-
ticular customer, rather than addressing 
the root issue that many customers 
want two flavors in a small cup. Man-
aging by results allowed Company X 
to focus on the customer immediately 
and “fix” the problem, but it did noth-
ing to fix it from happening again. 
Mad customers are not good for busi-
ness. 

 
 What needed to be done was to 
hold a team meeting. Company X 
needed to get to the root of the prob-
lem so that it wouldn’t happen again.  
The goal shouldn’t be putting out fires 
every single day. During the meeting, 
Company X should have gone through 
that particular scenario with all the 
employees and showed them how to 
handle it. They should have explained 
to employees that a small is one flavor, 
but if a customer specifically asks to 
mix two flavors in the small cup, they 
should make it happen. They would 
still be giving the same amount of des-
sert, but just doing two half servings. 
Happy customers bring more business. 
This would make the customer happy, 
which in term would make them come 
back.  
 

After practicing that scenario, 
Company X should have gone through 
other scenarios that usually cause 
complaints. The owner and managers 
should stop managing by results and 
work on finding the root causes to is-
sues.  Finding the root causes to issues 
would help avoid problems in the long 
run. 

 
Conclusion 

 

 There are many organizational 
issues in Company X, some of which 
this paper illuminates. The three issues 
that stand out the most are Abilene 
paradox, short-term focus, and manag-
ing by results. While looking at these 
three issues another issue has depicted 
itself – fear. There is a lot fear that 
comes from the company’s emphasis 
on short-term goals and profits. Theses 
short-term goals make employees fear 
that the company would not be around 
for a long time, and that their jobs 
could be lost. 
 
 Company X must create an envi-
ronment where employees feel com-
fortable expressing their opinion. They 
must also work on long-term goals that 
will eliminate fear and strengthen the 
overall morale of the organization. Fi-
nally, the company must work on fix-
ing the root problem, and not just 
smoothing out fires as they appear. 
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Abstract 
 

Aggressiveness tax is an action of aggressiveness tax which gives a marginal benefit by 
saving the tax (tax saving) to company. The aggressiveness of this tax is influenced by 
financial factor and non-financial. Thus, this research is dedicated to analyze some fac-
tors, which is influential to the company aggressiveness tax based on perspective of fi-
nancial condition and corporate social responsibility (CSR).  
 
This research is an empiric study, which uses purposive sampling technique in taking a 
sample. The data is found by the company that its stock registers in Jakarta Islamic index 
(JII) period 2010 – 2013. For technique, analyzing is using multiple linear regressions. 
The result of this research indicates that financial condition is predicted by profitability 
has a negative influence. Even though, liquidity, leverage and CSR do not have signifi-
cant influence to aggressiveness tax. Whereas, it indicates that CSR cost is spent by com-
pany to give contribution to the society is not as an instrument for doing aggressiveness 
tax. 
 
Keywords: Financial condition, corporate social responsibility (CSR) and Aggressiveness 

of tax 
 

Introduction 
 

 One of the tax functions is 
the budgeting function which is indi-
cated to fill in cash state as roles to ob-

tain and being used to cover expense of 
country, thus it is needed the awareness 
and the discipline subject to tax for un-
derstanding the tax roles. On the other 
hand, the company assumes as a burden 
where it will decrease profit of the com-
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pany and give effect to the company be-
comes aggressive in the tax (Chen, et al., 
2010). 
 
 According to Frank, et. al., (2009); 
Krisnata and Supramono (2012), aggres-
siveness is an experimental action in-
come tax by using tax avoidance or tax 
evasion. Even though all of the aggres-
sive does not break the rule of company, 
even though as many as chance which is 
used by the company, it will more ag-
gressive to the tax. Fatharani (2012) ex-
plains that the aggressive tax action will 
give contribute marginal benefit or mar-
ginal cost. The marginal benefit which 
may get of the tax saving that is signifi-
cant for the company. But then the mar-
ginal cost that is appear where they ap-
pear of the tax cost it might be action by 
getting tax of doubt when is done of in-
vestigation, the decreasing price of com-
pany’s stock, reputational cost, and po-
litical cost. 
 
 Financial condition of the company 
can be measured using the ratio of 
profitability, liquidity, and solvability/ 
leverage (Bambang, 1998). Research on 
profitability and liquidity ratios are 
associated with non-compliance tax have 
been done by Mustikasar (2007), liquid-
ity and leverage ratios against tax 
aggressiveness (Krisnata and Supra-
mono, 2012), as well as profitability and 
CSR to tax aggressiveness (Lanis and 
Richardson, 2012). 
 
 The previous studies showed profit-
ability and liquidity company proved 
that the factor which influence obey of 
company tax role, it is caused profitabil-
ity will emphasize the company to report 
its tax. (Slemrod, 1992; Bradley, 1994 in 

Mustikasari, 2007; Siahaan, 2005; dan 
Aldila, 2012). According to Bradley 
(1994) and Siahaan (2005) stated the 
company which has low liquidity indi-
cated undisciplined tax to become sur-
vive current company’s cash. According 
Krisnata dan Supramono (2012), the 
company is might used a debt to fill the 
operational needs and companies’ in-
vestment. However, the debt will cause 
permanent (fixed rate of return) called 
interest. If the debt is greater, the taxable 
income will be smaller because of tax 
incentives on debt interest increases. It 
will have an implication to increase of 
purposing debt by the company. The re-
sult Showed, it is of Ozkan (2001) men-
tioned the company that has a high tax 
liability will have higher debt, so that the 
company deliberately high owed to re-
duce the tax burden. It is an action of 
aggressiveness tax. Besides condition 
financial indicator, the factor which can 
influence the aggressiveness of company 
tax is from corporate social responsibil-
ity (CSR). Thus, if the company aware 
to the important of CSR, the company 
will be more know the function tax for 
the society, this research connect with 
Watson (2011) and Lanis and Richard-
son (2012). 
 
 This research has aimed to integrate 
some of the previous study and analyz-
ing the influence financial condition 
which projected profitability, liquidity, 
and leverage variable, and also the func-
tion of CSR to aggressiveness company 
tax. Another case is in object which is 
used in this research is a company which 
listed in Jakarta Islamic index in 2010–
2013 period. The object selection re-
search is from company which listed in 
Jakarta Islamic index. A company which 
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listed in Jakarta Islamic index is a com-
pany which chosen by the company 
which become expected a model to other 
company in the operational process, 
where it is not unsure contain of gam-
bling, money lender (riba) and not pro-
duce goods or service which has unsure 
mudharat as role from syariah supervisor 
council, so expect the Company which 
listed in JII as a company which not do-
ing a aggressiveness tax. 
 

Theory and Hypothesis Development 
 

 The Influence of Profitability Toward 
Aggressiveness of Company Tax 

 
 Company profitability had proved 
was a factor which influenced company 
loyalty in obeying tax role, because of 
the profitability would emphasized com-
pany to report its tax (Slemrod, 1992; 
Bradley, 1994 in Mustikasari, 2007; 
Siahaan, 2005; dan Mustikasari, 2007). 
 
 A company which has high profit-
ability indicated reporting tax with fair 
than a company which has lack of prof-
itability. The company has lack of prof-
itability generally realizing financial dif-
ficulty and indicating undisciplined tax. 
(Mustikasari, 2007). Based on the expla-
nation above can be formulated:  
 

H1: the profitability can influence 
negative effect to aggressive of 
company tax.   

 
The Influence liquidity toward Aggres-

siveness of Company Tax 
 

 A company which has high liquid-
ity showed high company capability in 
fulfills short term period debt with valu-

able property. When the ratio is higher 
than company liquidity it might be good 
financial condition company, thus, it 
could be warrant of cost with showed tax 
(Krisnata and Supramono, 2012). 
 
 According to Bradley (1994); Sia-
haan (2005); and Mustikasari (2007) 
also gave an evidence that company was 
difficulty liquidity might not obey the 
role of tax and indicate avoiding the tax. 
This action was done by the company 
for defending its cash. Even though, 
company which has high liquidity will 
have lack aggressiveness tax. Based on 
the explanation above can be formulated 
as follows: 
 

H2 : the liquidity can influence 
negative effect to aggressiveness 
of company tax.  

 
The Influence Leverage Toward Aggres-

siveness of Company Tax 
 

 Ozkan (2001); Choi (2003); Kris-
nata and Supramono (2012) explained 
that where a company which has more 
high burden tax to apply for debt in or-
der to get benefit from the reduction of 
the interest on the debt so that the taxes 
paid will be smaller. 
 
 According Yoehana (2013), when 
the company select to pay its operations 
more with debt, then the company will 
have a low value CETR. This is because 
the interest components cost in the loan 
can be used as a deduction tax. Based on 
these descriptions can be formulated 
hypothesis. Below is the hypothesis: 
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H3: the leverage can influence 
positive effect to aggressiveness 
of company tax. 

 
The Influence CSR to Aggressiveness of 

Company Tax 
 

 According to Watson (2011) in 
their study had proved that CSR activity 
was done by American company con-
sisted could be limited the aggressive-
ness company tax. Avi – Yonah (2008) 
in Lanis and Richardson (2012) stated 
that company can be correlated with 
CSR, if the payment tax was done by 
company had implication to wide society. 
 
 Lanis and Richardson (2012) ar-
gued that payment of company tax in 
company should have some considera-
tion values to society and other stake-
holder. By some reason, if CSR was 
higher than the company, it can be might 
that the company is not aggressive to tax, 
it will make the company will loss of 
reputation and positive impact in stake-
holder.  
 
 Based on the explanation above 
can be formulated as follows: 
 

H4 : the CSR can influence negative 
effect to aggressiveness of com-
pany tax. 

 
Research Design 

 
Sample Description 

 
 The population in this research is a 
company which listed in Jakarta Islamic 
index in 20l0- 2013 period. The gather-
ing sampling method used purposive 
sampling method where method to get 

sample based on criteria and certain con-
sideration target in choosing the sample. 
The explanations of those are as follows:  
1. The company listed in Jakarta Is-

lamic index (JII) in 2010 – 2013. 
Based on national syariah supervisor 
council and BAPEPAM – LLK role 
no. IX.A.13 about publish of syariah 
effect. There are four requirements 
that must be completed by stocks to 
enter in JII (www.wikipedia.org) :  
 
a.  Emiten is not operating the at-

tempt gambling and playing 
which content of gambling or 
forbidden selling. 

b. It is not the conventional financial 
institution which is implement the 
usury system, including banking 
and conventional insurance. 

c.  To effort that cannot be done pro-
duce, to distribute, selling forbid-
den food product. 

d. To not operate the producing busi-
ness, distributing, and providing 
goods / services which can make 
breaking behavior.  
  

 In addition, the companies which cal-
culated in Jakarta Islamic Index is selected 
as follows (www.idx.co.id): 

a.  The stocks will be selected based on 
the Lists of Islamic Securities 
(DES) was agreed by Bapepam - 
LK. 

b. Choosing 60 stocks of the Syariah 
Securities List in order to get of 
largest market capitalization over 
the past 1 year. 

c.  From 60 stocks, 30 stocks were se-
lected based on the level of liquidity 
that was the value of transactions in 
the regular market during in one of 
year. 
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2. The company published financial re-

port and annual reports which consis-
tently in 2010-2013. 

3. The Company did not realize a loss 
when did this research past. This is be-
cause it will cause the value to be nega-
tive CETR so would complicate the cal-
culation (Yoehana, 2013).  

4. The company which served the finan-
cial report ended December 31, (Yoe-
hana, 2013). 

5. The Company which used rupiah as a 
unit value in its financial report. (Fatha-
rani, 2012 and Yoehana 2013). 

  
 Based on the criteria, it was found 30 
companies sample during observation 
(2010-2013) period. Thus, the total of the 
sample is 52, can be seen in Table 4.1. 
 

Dependent Variable 
 The dependent variable which is used 
is the aggressiveness of company tax 
proxied by Cash Effective Tax Rate/CETR 
(Y).  

Independent Variable 
 

 The independent variables that used in 
this research are profitability (X1), liquidity 
(X2), leverage (X3), and corporate social 
responsibility/corporate disclosure (X4).  
 

Base Regression Model 
 

 To prove the hypothesis that has been 
formulated, then used the analysis of regres-

sion. The data Analysis in this research can 
be formulated as follows: 
Y = α + β1X1 + β2X2 + β3X3 + β4X4 + 
e 
 
Description : 
α = constant 
β1, β2, β3, β4 = Regression Coefficients 
Y = Company tax aggressiveness was 
measured by CETR. 
X1= Profitability 
X2= Liquidity 
X3= Leverage 
X4= Disclosing CSR item company i in 
period 
 

Results 
 

Descriptive Analysis 
 

 The data description in each vari-
able is used in analysis is followed at 
Table 2.  
 
 Based on Table 2 the average value 
was obtained on the profitability that 
was proxied by return on assets (ROA) 
was equal to 0.2407. It showed that the 
average return on assets (ROA) in the 
company of samples in 2010-2013 was 
amounted to 24,07 percent. It means that 
in every rupiah of the assets were used 
by companies could generate a profit of 
IDR 0,2407. The lowest profitability was 
2,43 percent and the highest profitability 
was rate of 53,96 percent.

 
 
 
 
 
 

Table 1. The Operational Definition of Variables 
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Variable Definition Formula 

Profitability 
(X1) 

The capability of the company to get benefit. Profitabil-
ity is proxied by the returning on assets / ROA (Bam-
bang, 1998; Fatharani, 2012; Mustikasari, 2007). 

 

 

Liquidity 
(X2) 

The capability of the company has to fill short-term ob-
ligations. Liquidity is measured by the current ratio 
(Bambang, 1998; Krisnata and Supramono, 2012) 

 

 

Leverage (X3) The use of financial resources which has a permanent 
load (Bambang,, 1998; Krisnata and Supramono). 

 

 
CSR 
(X4) 

The number of items that was revealing of corporate so-
cial responsibility expected a number of 78 items (Sem-
biring 2005; Lanis and Richardson, 2012). 

 

Company tax ag-
gressiveness (Y) 

Cash Effective Tax Rate (CETR) is the effectiveness of 
tax payments by the company (Krisnata and Supramono, 
2012). 

 

CETR=
eTaxIncome

idTotalTaxPa

Pr
 

 

 

 
Table 2. Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 
Profitability 52 ,0243 ,5396 ,240763 ,1237237 
Liquidity 52 ,4500 6,9854 2,796271 1,6955451 
Leverage 52 ,1332 ,6813 ,335118 ,1476762 
CSR 52 ,3462 ,6282 ,483481 ,0422041 
CETR 52 ,1273 1,3241 ,317514 ,1838222 
Valid N (listwise) 52     

  
  

 The average value on the liquidity 
that was proxied by current ratio was 
about 2,796. This indicates that the aver-
age current ratio of the sample compa-
nies which was researched at 2010-2013 
period was amount 2,796, or 279,62 per-
cent. It means that in every rupiah of 
current liabilities was secured by current 

assets of Rp. 2,7962. The Lowest liquid-
ity value was 45 percent and the highest 
liquidity value was 698,54 percent. 
 
 The mean of leverage which is 
proxied by the debt to asset is 0.3351. It 
indicates that the mean of leverage of the 
sample company examined in 2010-2013 
period is 33.51 percent, it means that 33 
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percent of funding in the company assets 
are financed by debt, while the rest is 
financed by stocks. The lowest leverage 
is 13.32 percent and the highest leverage 
is 68.13 percent. Standard deviation is 
0.1476 which is smaller than the average 
is 0.3351, thereby leverage data dis-
semination is uneven, meaning that there 
is no difference between high data with 
one another. 
 
 The average value in the corporate 
social responsibility (CSR) was 0,4834. 
it indicated that the sample disclosure of 
company's CSR was analyzed in 2010-
2013 was amounted to 48,34 percent. 
The lowest value of corporate social re-
sponsibility (CSR) was 34,62 percent 
and the highest value of corporate social 
responsibility (CSR) was 62,82 percent.  
 
 The average value of the corporate 
tax aggressiveness which was measured 
by CETR was equal 0,3175. It showed 
that the average corporate tax aggres-
siveness in the sample company in 2010-
2013 was amounted 31,75 percent. The 
value of lowest corporate tax aggres-
siveness was 12,73 percent and the value 
of the highest corporate tax aggressive-
ness was 132,41 percent. 
 

Classic assumption Test 
 
 Normality Test results were ob-
tained by Kolmogorov-Smirnov result 
was 0,403>0,05, so it could be con-
cluded that the data are normal distrib-
uted. Multicollinearity test results were 
obtained VIF, for each independent vari-
able profitability was 1,085; liquidity 
was amounted 1,376; leverage was 1,380; 
and CSR at 1,113 was less than 10. Thus, 
the tolerance value each independent 

variable profitability was 0,922; liquidity 
was amounted 0,727; leverage was 0,725; 
and CSR was 0.942 was more than 0.1. 
Thus, the regression model in this re-
search could be concluded that it was not 
crash multicolinearity. 
 
 Test result of heteroskedisity with 
Glejser test was obtained of significant 
value where each independent variable 
was greater than 0.05, the profitability 
was 0,016; liquidity was 0,392; leverage 
was 0,970; CSR was 0,811. Therefore, it 
could be indicated regression model in 
this research that it was not indication of 
heteroscedasticity. 
 
 The result of Autocorrelation test 
with run test was obtained from signifi-
cance value run test in regression model 
about 0.575> 0.05, then, the regression 
model where was proposed was not able 
autocorrelation. 

Hypotesis Testing 

 Hypothesis testing that was pro-
posed by using regression analysis. The 
analysis result can be seen at Table 3. 
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Table 3. Regression Test 

Coefficientsa 

Unstandardized Coefficients 
Standardized 
Coefficients 

Model B Std. Error Beta T Sig. 
(Constant) ,336 ,284  1,183 ,243 
Profitabilitas -,630 ,206 -,424 -3,057 ,004 
Likuiditas -,003 ,017 -,031 -,201 ,842 
Leverage ,006 ,195 ,005 ,032 ,975 

1 

CSR ,291 ,612 ,067 ,476 ,636 
a. Dependent Variable: CETR 
 

 
 From Table 3 the result of process-
ing data with SPSS program 19. It was 
found the equality of final regression.  
 
Y = 0,336 - 0,630 X1 - 0,003 X2 + 0,006 

X3 + 0,291 X4 + e 
 
 Profitability was influential as sig-
nificant to the corporate tax aggressive-
ness by negative correlation, this result 
was evidenced by significant value 0.004 
< 0.05 and the regression coefficient -
0.630. Thus, we could be concluded that 
H1 was accepted and the hypothesis that 
was assert of negative influence between 
the profitability to the corporate tax ag-
gressiveness where was accepted. 
 
 Liquidity did not significant influ-
ential to the outcome of corporate tax 
aggressiveness. It was evidenced by the 
significant value 0,842> 0,05. It could be 
concluded that the H2 was rejected. So 
the hypothesis alleged that the existence 

was negative influential effect between 
liquidity to corporate tax aggressiveness 
was rejected. 
 
 Leverage did not significant 
influential to outcome of corporate tax 
aggressiveness. It was evidence by the 
significant value 0,975 > 0,05. It could 
be concluded that the H2 was rejected. 
So the hypothesis alleged that the exis-
tence was positive influential effect be-
tween leverage to corporate tax aggres-
siveness was rejected. 
 
 CSR did not have an impact effect 
to the company tax aggressiveness with 
a positive connection; the result was evi-
denced by the significant value 0.636> 
0.05 . It could be concluded that the H3 
was rejected, so the hypothesis that the 
alleged existence of a negative effect 
between CSR to company tax aggres-
siveness was rejected. 
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Discussion 
 

The Influence of Profitability Toward 
Aggressiveness of Company Tax (CETR) 

 
 Profitability could be influence 
negative toward the corporate tax ag-
gressiveness; it indicated that company 
had high profitability tended to report 
their tax honestly than companies which 
had low profitability. Some Companies 
that had low profitability usually had 
experience complication problem finan-
cial and it tended to tax uncompliance. 
As profitable a company, it tended to 
have a high effective rates and as if the 
company seem more les tax aggressive 
than the company less tax less profitable. 
These results do not support the research 
Lanis and Richardson (2012); Gupta and 
Newberry (1997), who explains that 
profitability posititively affect tax 
aggressiveness, but this result support 
the research of Mustikasari (2007) and 
Aldila (2012), which proved that profit-
ability had significant influence and a 
negative connection toward the company 
tax aggressiveness.  
 
The Influence of liquidity toward Aggre-

siveness of Company Tax (CETR) 
 

 Liquidity was not influence sig-
nificant toward the company tax aggres-
siveness with a negative connection. 
This condition occurred cause of the 
company has liquidity where it shared 
and traded on the JII by high rate, it was 
an average of 279.62 percent. A com-
pany which has good financial condition 
could be considered that it was a healthy 
financial and not have a problem with 
cash flow. So cash flow could be ex-
pected the costs that arise as tax and 

compare its obligation according to the 
applicable rules. (Slemrod, 1994 in Sia-
haan, 2005 and Bradley, 2004). 
 
 This result supported Krisnata and 
Supramono’s research (2012), which 
stated that liquidity was not a significant 
and negative impact toward the company 
tax aggressiveness. There was no sig-
nificant correlation between liquidity 
and corporate tax aggressiveness; it 
means that the stock which was sold was 
similar. It could be proved in the descrip-
tive where the standard deviation value 
of the company whose shares are traded 
in the same relative JII. This is evident 
in the descriptive analysis in which aver-
age value of the current ratio (2.79). The 
average value indicated that had the rate 
of liquidation of the company that traded 
congruent in JII. 
 
The Influence of leverage toward Aggre-

siveness of Company Tax (CETR) 
 

 Leverage has not significant 
with positive effect of the aggressiveness 
corporate tax. This condition indicates 
that the higher of the leverage, the higher 
of aggressiveness of this tax. This 
condition is done to feel the operational 
needs and investment companies, it is 
possible the company used debt. How-
ever, the relationship is not significant 
because it is according to the criteria of 
the incoming stocks in the category of 
sharia in Jakarta Islamic Index (JII) 
where the total debt does not exceed 45 
percent. These results do not support the 
research Krisnata and Supramono (2012) 
who explained that leverage give the 
positive effect on tax aggressiveness. 
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The Influence CSR Toward Aggressive-
ness of Company Tax (CETR) 

 
 CSR does not significantly influ-
ence the tax aggressiveness towards a 
positive relationship. These results do 
not support the research Lanis and 
Richardson (2012) who explains that 
CSR negatively affect tax aggres-
siveness, but supports research Watson 
(2014) which shows that Corporate 
Social Responsibility (CSR) has positive 
influence on the aggressiveness of taxes 
when the lower financial conditions, but 
the effect disappeared when the financial 
condition of medium or high. 
 
 These results indicate that the 
higher the aggressiveness of CSR there 
is a tendency that the higher the tax, but 
not significant for the taxation laws in 
Indonesia there are restrictions on CSR 
activities that can be tax deductible, so 
the company can not use these loopholes 
to avoid tax. 
 

Conclusion and Suggestions 
 

Conclusion 
 

 Profitability was influence signif-
icantly with a negative correlation to-
ward the corporate tax aggressiveness 
(CETR) it indicated that company had 
high profitability tended to report its 
taxes honestly than companies which 
had low profitability.  
 Liquidity has no significant effect 
on the aggressiveness corporate tax 
(CETR) with a negative relationship. It 
shows the higher level of liquidity, the 
aggressiveness of company tax will be 
lower because the company is not 

experiencing difficulty in paying their 
tax obligations. 
 
 Leverage and CSR do not signif-
icantly influence to the aggressiveness of 
corporate tax (CETR) with a positive 
relationship. It shows higher leverage 
and disclosure of CSR in a company 
with the possibility of increasing the 
aggressiveness of corporation tax but the 
tax aggressiveness does not significantly 
increase. This condition indicates that 
the leverage in accordance with the cri-
teria in the category of shares of sharia. 
It is also due to the character of the 
companies listed in JII is a reputable 
company that is keeping from aggressive 
action toward taxes because the 
company does not want to lose 
reputation in front of stakeholders. 
 

Suggestions 
 

 For the company is expected the 
company do not do aggressiveness taxes 
because it will be impact the company's 
reputation. For the government needs to 
look for the prevention and settlement 
tax aggressiveness of the company the 
state will not be harmed. In addition, al-
though JII is level of corporate tax ag-
gressiveness performed on the com-pany 
whose shares are traded at relatively low 
JII not even be said to be aggressive tax 
because the tax aggres-siveness average 
of 31,75 percent is more the effective 
than tax rate set by the government by 
25 percent, therefore it needs to be a re-
view of the criteria for adding company 
whose shares can go in order not to be-
long to aggressive tax. 
 
 The results of the independent 
variable coefficient determined in this 
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research focus on describing the aggres-
siveness of tax (CETR) 9,7 percent, for 
further more research can add inde-
pendent variables, such as the charac-
teristics of ownership, tax reform, and 
political relations (Sari, 2010; Nugroho, 
2011; Lanis and Richardson, 2012). In 
addition to add characteristic variable 
governance corporate (Sari and Martani, 
2010; Lanis and Richardson 2011, 
Yoehana, 2013) in order to get better 
explain the aggressiveness of its tax. 
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Appendices
 

 
     H1(-) 

 

     H2 (-) 

 

     H3 (+) 

 

     H4 (-) 

 
 
 

      Figure 1. Research Design 
 

 
 

       Table 4. Distribution Sample 
 

Sample Criteria 
The Total of 
Companies 

Companies’ stocks which listed in JII (Jakarta Islamic Index) in 2010-2013 
period. 30 

Companies which stocks are not always traded in JII (Jakarta Islamic Index) 
2010-2013 period (16) 

Companies which get of suffer financial lose in 2010-2013 period (1) 

Companies which stocks are always traded in JII (Jakarta Islamic Index) in 2010-
2013 period. 13 

The total sample of 13 companies x 4 years 52 

 

Profitability 
(X1) 

Aggressiveness of 
Company Tax (Y) 

Liquidity 
(X2) 

Leverage 
(X3) 

Corporate Social 
Responsibility/CSR 

(X4) 
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Abstract 

 

Perfect services in catering industry rely on people that service staffs in catering in-

dustry are the key service providers. The professional competence to complete high-

quality services is worth discussion. By distributing and collecting questionnaires on-

site, the managers and employees from 9 stores of Thai Town Cuisine are investigated. 

Total 270 copies of questionnaires are distributed and 227 valid copies are retrieved, 

with the retrieval rate 84%. Each retrieved copy is regarded as a valid sample. The 

research findings show significantly positive effects of on-job training on Work 

Achievement, Work Behavior, and Employee Personality in job performance and re-

markable moderating effects of Personal Background on the correlations between on-

job training and job performance. From the aspect of workplaces, some suggestions 

are proposed in this study for the reference of on-job training and staff recruitment in 

catering industry. 

 

Key words: catering industry, on-job training, job performance 
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Research Background 

 

Domestic economic prosperity 

and rapid industrial development in 

past years have largely changed the 

social structure. Besides, increasing 

national income, promotion of living 

standard, increasing personal leisure 

time, and convenient transportation 

have service industries become popular 

businesses. The opening to tourists 

from China also booms tourism and 

catering industries in Taiwan. Perfect 

services in catering industry rely on 

people that quality “talents” are the 

key role in the creation of economic 

value for a catering business pursuing 

the best profit. Professional compe-

tence of staffs could provide customers 

with high-quality services, and a res-

taurant manager should present profes-

sional competence on delicious food so 

as to promote the service quality. Ser-

vice staffs in catering industry are the 

key service providers. It is worth dis-

cussion about the professional compe-

tence to complete high quality services. 

 

Food & beverage management is 

covered in formal commercial voca-

tional education with the educational 

objectives of cultivating excellent tal-

ents for restaurants, including the con-

tinuous production and the integration 

of production and marketing of bars, 

restaurants, and kitchen services, as 

well as corresponding to the demands 

for national tourism development. It 

reveals the affirmation, from experts, 

of talent cultivation in catering indus-

try. Current research on the profes-

sional competence of staffs in interna-

tional and domestic catering industry is 

little. Most studies investigate the 

competence of instructors and students 

in the departments related to catering 

industry, but few discuss on-job train-

ing and competence contents for staffs 

from the aspect of workplaces. Minis-

try of Education has recently encour-

aged schools in the technical and voca-

tional education system designing 

school-based curricula to meet indus-

trial demands, i.e. designing curricula 

based on the competence required for 

workplaces. For this reason, this study, 

from the aspect of workplaces, tends to 

investigate the effects of on-job train-

ing on job performance of staffs in ca-

tering industry and understand the staff 

requirements for on-job training to fur-

ther provide catering industry with the 

reference for on-job training and staff 

recruitment. 

 

Literature and Hypothesis 

 

On-job Training 

 

An organization often reinforces 

or expands the employees’ learning 

experiences through education, on-job 
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training, and development (Ang et al., 

2013). Education refers to the process 

and method developing personal valu-

able and necessary abilities, attitudes, 

and behaviors in the society (Greene & 

Heilbrun, 2011). On-job training indi-

cates, based on the demands of enter-

prises, to enhance the professional 

competence of employees in daily 

work, containing knowledge, skills, or 

behaviors (Horng et al., 2013). Devel-

opment refers to planned and pur-

posive learning in a period of time to 

promote the job performance (Katkalo 

et al., 2010) and applying the theories 

or techniques of behavioral science to 

enhance personal value as the organ-

izational resource. Murphy (2013) pro-

posed that planned learning which 

could enhance the production of em-

ployees and positively contribute to the 

development of a company could be 

called on-job training and covered the 

meanings of education, training, and 

development. 

 

The importance of on-job training 

was apparent as on-job training could 

enhance personal knowledge or skills 

as well as benefit an organization. Pra-

slova (2010) indicated that on-job 

training could promote the profitability 

of an organization, enhance the morale, 

have the members understand about 

organizational objectives, build corpo-

rate image, and increase productivity 

for an organization, enhance personal 

problem-solving abilities, improve 

communication skills, and have the 

employees acquire job satisfaction for 

an individual, as well as improve the 

relationship among people, between 

people and a team, and among teams 

for better policy communication and 

execution. Moreover, Ubeda-García et 

al. (2013) claimed the importance of 

on-job training for an organization 

based on following points. (1) On-job 

training was able to remove insuffi-

cient performance. (2) On-job training 

was able to promote productivity. Ac-

cording to the survey, the profits ac-

quired by employee trainings enhanc-

ing the productivity exceeded the cost 

expenditure. (3) An organization, 

which increased the flexibility and 

adaptability to current mobility with 

on-job training, could enhance the sur-

vival and profits by promoting the 

adaptability. (4) On-job training could 

enhance the organizational commit-

ment of employees, reinforce the cog-

nition to reduce the turnover rate and 

absence rate as well as enhance the 

productivity with the higher organiza-

tional commitment. (5) On-job training 

could reduce accidents and promote 

work safety. (6) Work attitudes of em-

ployees could be improved to promote 

the job satisfaction. 
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Wang et al. (2011) mentioned 

that professional Knowledge about 

food and beverage, correct working 

Attitudes and working Skills, as well 

as dedicated working Habits, as KASH 

in short, should be arranged in on-job 

training. 

 

(1) Professional Knowledge. Domestic 

catering industry is moving to-

wards professionalization that the 

employees should enrich the 

knowledge in such a competitive 

environment. 

(2) Working Attitudes. Catering indus-

try is full of competition and frus-

tration that the employees could 

survive in the industry by keeping 

active attitudes. People are likely to 

have moods; educational training 

to continuously encourage and re-

inforce the mental construction 

could have the employees keep 

high morale. 

(3) Working Skills. The employees in 

catering industry could master the 

working skills by repeated simula-

tion and practice. 

(4) Working Habits. An employee 

should be cultivated favorable work-

ing habits and the relevant activity 

management. 

 

Job Performance 

 

Job performance refers to the 

quality and quantity of tasks being 

achieved by individuals or teams 

(Athena et al., 2011), representing all 

behaviors engaged at work (Guo, 

2011). Huang & Weiler (2010) divided 

job performance into task performance 

and context performance and indicated 

that it was the behaviors related to or-

ganizational objectives; such behaviors 

could be measured by individual con-

tribution to organizational objectives. 

Lloyd & Modlin (2012) regarded job 

performance as employee behaviors at 

work contributing to organizational 

objectives and divided it into effi-

ciency, productivity, and effectiveness. 

Efficiency was used for evaluating the 

job performance of employees; pro-

ductivity was applied to calculate the 

cost for certain efficiency; and, effec-

tiveness stood for the value of effi-

ciency and productivity. Pineda (2010) 

considered job performance as engag-

ing in specific movement to achieve 

work requirements and maintaining or 

corresponding to the conditions, poli-

cies, and procedure in the organiza-

tional environment. Ptacek (2010) 

claimed that job performance was the 

behaviors of organizational members 

to complete the organizational expecta-

tion, rules, or formal roles. Vorhies et 

al. (2011) indicated that job perform-

ance was the records of employee 

achievement in specific period. Wei et 
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al. (2010) regarded job performance as 

the value of personal work contribution 

and the work quality or quantity. 

Wentzell (2010) pointed out job per-

formance as the quality and quantity of 

an individual or a team achieving a 

task. 

 

 Lloyd & Modlin (2012) classified 

job performance into three dimensions. 

(1) Work achievement. Evaluation fo-

cuses on working outcomes, such 

as quality of production, cost of 

production unit, sales volume or 

sales amount of sales personnel, 

rather than working methods. 

(2) Work behavior. Work performance 

which can hardly be measured, 

such as specialized staff, adminis-

trators, or team members, can be 

measured by work behaviors of 

employees 

(3) Employee personality. Personal 

traits, including favorable attitudes, 

confidence, and cooperation, are 

covered for the measurement 

(Huang & Weiler, 2010). 

 

Research Hypothesis 

 

Buted et al. (2014) considered 

that educational training could enhance 

profitability and morale, have the 

members understand organizational 

objectives, build corporate image, and 

promote productivity for an organiza-

tion. Horng & Lin (2013) regarded 

educational training as planned learn-

ing which could enhance employee 

productivity and positively contribute 

to the company development. Ismail & 

Abidin (2010) revealed the significant 

effects of educational training on the 

performance of sales personnel. 

Monika & Nimit (2010) found out the 

remarkably positive correlations be-

tween educational training and busi-

ness performance. Wang et al. (2011) 

proposed four elements of professional 

knowledge, working attitudes, working 

skills, and working habits for educa-

tional training. Referring to above 

points of view, educational training 

shows positive effects on job perform-

ance that the following hypotheses are 

proposed in this study.  

 

H1: On-job training reveals notably 

positive effects on Work 

Achievement in job performance. 

H2: On-job training presents remarka-

bly positive effects on Work Be-

havior in job performance. 

H3: On-job training shows signifi-

cantly positive effects on Em-

ployee Personality in job per-

formance. 

H4: Gender appears significant mod-

erating effects on the correlations 

between on-job training and job 

performance. 
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H5: Seniority shows notable moderat-

ing effects on the correlations be-

tween on-job training and job 

performance. 

H6: Age presents remarkable moderat-

ing effects on the correlations be-

tween on-job training and job 

performance. 

H7: Income reveals significant moder-

ating effects on the correlations 

between on-job training and job 

performance. 

 

Research Methodology 

 

Research Framework 

 

Summing up the above litera-

tures, a conceptual framework (Figure 

1) is drawn in this study to discuss the 

relationship among demographic vari-

able, on-job training, and job perform-

ance.

 
Research Sample and Data Analysis 

 
Nine stores of Thai Town Cui-

sine in Kaohsiung and Pingtung are 

investigated in this study. For high 

customer satisfaction, the services to 

each customer and the presentation of 

each dish in Thai Town Cuisine are 

based on “truly for you” that the ser-

vices are presented with hearts and the 

food is delicious to create the best res-

taurant for customers. Thai Town Cui-

sine received several brand/service and 

delicious restaurant awards and was 

awarded 2013 Taiwan Quality Restau-

rant by Ministry of Economic Affairs 

for the third time. Thai Town Cuisine 

therefore is selected as the research 

subject. By distributing and collecting 

questionnaire on-site, 270 copies of 

questionnaire are distributed to the 

managers and employees, and 227 

valid copies are retrieved, with the re-

trieval rate 84%. Each retrieved copy is 

regarded as a valid sample. The data 

are analyzed with SPSS, and the hy-

Work achievement 
Work behavior 
Employee personality 

Job performance 

On-job training 

Demographic variable 

H1~4 

H5~7 
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potheses are tested by Factor Analysis, 

Reliability Analysis, Regression 

Analysis, and Analysis of Variance. 

 

Analysis Method 

 

Regression Analysis is applied 

to realize the relationship between on-

job training and job performance, and 

Analysis of Variance is further utilized 

for discussing the moderating effects 

of demographic variables on the corre-

lations between on-job training and job 

performance. 

 

Research Result and Analysis 

 

Factor Analysis 

 

With Factor Analysis, four fac-

tors of Professional Knowledge (ei-

genvalue=2.462, α=0.87), Working 

Attitudes (eigenvalue=2.142, α=0.83), 

Working Skills (eigenvalue=1.738, 

α=0.81), and Working Habits (eigen-

value=1.351, α=0.86) were extracted 

for on-job training. The covariance ex-

plained achieved 76.042%. With Fac-

tor Analysis, three factors of Work 

Achievement (eigenvalue=3.223, 

α=0.84), Work Behavior (eigen-

value=2.617, α=0.85), and Employee 

Personality (eigenvalue=2.281, α=0.88) 

were extracted for job performance. 

The covariance explained reached 

80.923%. 

Correlation Analysis Between On-Job 

Training And Job Performance 

 

(1) Correlation analysis between on-

job training and work achievement 

in job performance. 

 

Applying Regression Analysis to 

test H1, Table 1, professional knowl-

edge (β=2.335, p=0.000), working atti-

tudes (β=2.627, p=0.000), working 

skills (β=1.968, p=0.000), and working 

habits (β=2.433, p=0.000) showed sig-

nificant effects on work achievement 

in job performance that H1 was sup-

ported. 

 

(2) Correlation analysis between on-

job training and work behavior in 

job performance. 

 

 Using Regression Analysis for 

testing H2, Table 1, professional 

knowledge (β=1.752, p=0.023), work-

ing attitudes (β=2.436, p=0.000), 

working skills (β=2.017, p=0.005), and 

working habits (β=2.162, p=0.000) ap-

peared remarkable effects on work be-

havior in job performance that H2 was 

supported. 

 

(3) Correlation analysis between on-

job training and employee person-

ality in job performance. 

 Testing H3 with Regression 

Analysis, Table 1, professional knowl-
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edge (β=1.874, p=0.023), working atti-

tudes (β=1.631, p=0.034), and working 

habits (β=1.532, p=0.046) revealed 

notable effects on employee personal-

ity in job performance that H3 was par-

tially supported. 

 

 

Table 1. Regression Analysis of on-job training and job performance 

 
Dependent 
variable→ 

Job performance 

Independent 
variable↓ 

Work achieve-
ment 

Work behavior 
Employee per-

sonality 
On-job train-
ing 

β ρ β ρ β ρ 

Professional 
knowledge 

2.335** 0.000 1.752* 0.029 1.874* 0.023 

Working atti-
tudes 

2.627** 0.000 2.436** 0.000 1.631* 0.034 

Working 
skills 

1.968* 0.011 2.017** 0.005 1.144 0.036 

Working 
habits 

2.433** 0.000 2.162** 0.000 1.532* 0.046 

F 13.527 22.498 31.308 

Significance 0.000*** 0.000*** 0.000*** 

R2 0.213 0.277 0.298 

Adjusted R2 0.018 0.025 0.029 

 Note: * stands for p<0.05 and ** for p<0.01. 

 Data source: Self-organized in this study.

Moderating Effects Of Background 

Variable 

 

(1) Moderating effects of gender on 

the correlations between on-job 

training and job performance. 

 

(2) The Analysis of Variance results, 

Table 3, showed the significant ef-

fects of gender on the relationship 

between professional knowledge 

and work achievement, between 

working skills, working habits, and 

work behavior, and between work-

ing attitudes and employee person-

ality that H4 was partially sup-

ported. 

 

(3) Moderating effects of seniority on 

the correlations between on-job 

training and job performance. The 

Analysis of Variance results, Table 
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3, presented the effects of seniority 

on the relationship between profes-

sional knowledge, working habits 

and work achievement, between 

working skills and work behavior, 

and between working attitudes and 

employee personality that H5 was 

partially supported. 

 

(4) Moderating effects of age on the 

correlations between on-job train-

ing and job performance.  The 

Analysis of Variance results, Table 

3, revealed the effects of age on the 

relationship between working atti-

tudes and work achievement, be-

tween working skills and work be-

havior, and between professional 

knowledge, working skills and em-

ployee personality that H6 was par-

tially supported. 

 

(5) Moderating effects of income on 

the correlations between on-job 

training and job performance. 

 

 The Analysis of Variance results, 

Table 3, showed the notable effects of 

income on the relationship between 

working attitudes and work achieve-

ment, between professional knowledge, 

working skills, working habits and 

work behavior, and between working 

attitudes, working habits and employee 

personality that H7 was partially sup-

ported. 

Conclusion 

 

 The research results show notably 

positive correlations between on-job 

training and job performance of em-

ployees in catering industry on profes-

sional knowledge, working attitudes, 

working skills, and working habits. 

Apparently, proper on-job training 

hours, frequency, and contents could 

effectively clarify personal roles of 

employees in catering industry and en-

hance the work efficacy, revealing that 

more professional knowledge designed 

in on-job training could  provide the 

employees in catering industry with 

required knowledge, enhance the 

working skills, and apply professional 

knowledge to promote the job per-

formance. Systematic working envi-

ronments and planning allow the em-

ployees in catering industry cultivating 

favorable working attitudes and work-

ing habits and presenting better con-

formity. In this case, it is suggested 

that the work system and relevant 

available resources in catering industry 

should be regularly inspected in order 

to provide proper working environ-

ments for the employees. 
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Table 3: Moderating effects of background variables on the correlations between on-

job training and job performance 

 
Background 

variable 
On-job training 

Work 
achievement 

Work be-
havior 

Employee 
personality 

Professional 
knowledge 

Significant Insignificant Insignificant 

Working atti-
tudes 

Insignificant Insignificant Significant 

Working skills Insignificant Significant Insignificant 

Gender 

Working habits Insignificant Significant Insignificant 
Professional 
knowledge 

Significant Insignificant Insignificant 

Working atti-
tudes 

Insignificant Insignificant Significant 

Working skills Insignificant Significant Insignificant 

Seniority 

Working habits Significant Insignificant Insignificant 
Professional 
knowledge 

Insignificant Insignificant Significant 

Working atti-
tudes 

Significant Insignificant Insignificant 

Working skills Insignificant Significant Significant 

Age 

Working habits Insignificant Insignificant Insignificant 
Professional 
knowledge 

Insignificant Significant Insignificant 

Working atti-
tudes 

Significant Insignificant Significant 

Working skills Insignificant Significant Insignificant 

Income 

Working habits Insignificant Significant Significant 

  Data source: Self-organized in this study 



  

 
The International Journal of Organizational Innovation Vol 9 Num 3 Janaury 2017 - Section A. 

 

135 

Suggestion 

 

The research results, Table 1, pre-

sent that the more successful on-job 

training could better promote job per-

formance. The following suggestions are 

therefore proposed in this study. 

 

1. To plan complete and continuous on-

job training 

The research reveals that many 

employees engage in catering industry 

right after the graduation. When the so-

cial experiences and communication 

abilities are not smooth, different orien-

tation trainings and courses should be 

provided for newly recruited employees 

in catering industry, in order to enhance 

the competence and clarify the profes-

sional role and work contents. 

2. Phase training 

Each employee in catering indus-

try should be considered the professional 

background and seniority to set the 

phase training contents and examine the 

feedback. The training contents are re-

vised aiming at the opinions so that on-

job training could become a two-way 

interactive platform for assisting the em-

ployees in facing the work worries. 

3. To devote to working attitudes for 

the employee competitiveness 

Services in catering industry fre-

quently require coordination and com-

munication. The training courses of pro-

fessional competence and working skills 

should cover communication skills, in-

terpersonal relationship, emotion control, 

and psychological consultation in order 

to make up the mediating function. 

4. To establish service systems 

Most employees in catering indus-

try independently face customers in the 

working field. It is critical for the em-

ployees offering proper services and re-

action at the time as well as reducing 

doubts in the future services. Even sen-

ior employees would appear uncertainty 

at work. A supervision system, in which 

a peer team or suitable supervisor is 

available for discussions, could provide 

great assistance for the employees in ca-

tering industry. 
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