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Abstract

Delivering superior value to customers is very important in hotel operation. Most previ-
ous research have been done in customer value from the customer’s perspective or the
manager’s perspective, but little research sought to achieve both perspectives in a single
study. Therefore, the aim of this study is to integrate the perspectives of managers and
customers to explore different perceptions of customer value. The results indicated that
the perceptions of customer value between managers and customers are different. This
differences also persist in different classes of hotel. Therefore, this study suggests that
hotelier should adopt the customers’ perspective as a useful guide to provide service and
may benefit from research that increase knowledge about customers’ needs and expecta-
tions.

Keywords: Customer value, Customer’s perspective, Manager’s perspective

Introduction and best service, they should view

themselves as value-producing entities

Delivering superior value to custom-
ers is important for business success
(Spiteri and Dion, 2004). This is much
more critical in hotel operation. Choi
and Chu (2001) suggest that to be suc-
cessful in the industry, hoteliers must
provide the best quality, best prices,

and must be done continuously and ef-
ficiently. A lot of research works have
been done in customer value from the
customer’s perspective (Sanchez et al.,
2005) or the manager’s perspective
(Liu et al.,, 2005) but little research
sought to achieve both perspectives in a
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single study, in particular in the hospi-
tality and tourism sectors. Therefore,
the aim of this study is to explore dif-
ferent perceptions of customer value
between managers and customers in
hotel industry.

Literature Review

The process of delivering customer
value in a hotel setting involves three
parties, including employees, managers,
and customers (Gowan et al., 2001;);
consequently, there are possibilities of
errors in the complex and highly interac-
tive service delivery process (Gowan et
al., 2001). Since for managers customer
service is a product, the customers’ ex-
perience should be seen as the primary
guideline of the quality of customer
value hence hotel manager must be at-
tuned to ‘‘listening to the customer’’
(Coyle and Dale, 1993). Specifically,
Shoemaker and Lewis (1999) suggest
that management should do informal re-
search, such as ‘‘managing by walking
around’’, and formal research on cus-
tomer needs and customer expectations.
There is additional pressure management
in providing superior customer value
consistently in that there needs to be ef-
fective human resource practices need to
be in place.

The hotel classifications across
many countries are predicated by differ-
ences in customer value. While a num-
ber of factors are included in hotel clas-
sifications, at the most basic these are
aspects that differentiate hotels by cus-

tomer value. Higher classified hotels are
expected to provide superior customer
value through better quality of services
and facilities as compared to lower clas-
sified ones. Hotel classification serves to
provide uniform expectations and higher
classified hotels can charge a higher
price for the same product such over
night rates, liquor and food. This is be-
cause they are seen as justified on the
basis of customer value, heavier invest-
ment and superior training of staff. The
findings of Cadotte and Turgeon (1988)
study indicate that the atmospherics of
hotel lobbies, and quality of food are the
key factors in guest satisfaction. In addi-
tion, cleanliness of hotel rooms, quality
of service, employee knowledge and
service, and quietness of surroundings
were found to be important factors of
hotel guests’ satisfaction. This leads to
the following hypotheses.

H1. Different classes of hotels de-
liver significantly different levels of cus-
tomer value as seen by the managers and
the pattern of differences is hypothesized
to be:

(a) Reputation for quality: Prime hotel
are perceived to have higher reputa-
tion for quality than standard hotels
which in turn are considered to be
higher than budget hotels.

(b) Value for money: Standard hotels are
perceived to be better value for
money than prime hotel and budget
hotels.

(c) Prestige: Prime hotel are perceived as
more prestigious than standard hotels
which in turn are considered more
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prestigious than budget hotels.

Using the same logic one can extend
the argument to customers. Customers in
higher classified hotels perceive them-
selves as receiving higher customer
value than those in lower classified ho-
tels. This is logical as one cannot see any
logic in anyone paying higher hotel tar-
iffs for inferior value. Thus, higher clas-
sified hotels are likely to provide better
value both from managers and custom-
ers’ perspectives. Thus, the following
hypotheses are postulated.

H2. Different classes of hotels de-
liver significantly differ-ent levels of
customer value as seen by the their cus-
tomers and the pattern of differences is
hypothesized to be
(a) Reputation for quality: Prime hotel

are perceived to have higher reputa-

tion for quality than standard hotels
which in turn are considered to be
higher than budget hotels.

(b) Value for money: Standard hotels are
perceived to be better value for
money than prime hotel and budget
hotels.

(c) Prestige: Prime hotel are perceived as
more prestigious than standard hotels
which in turn are considered more
prestigious than budget hotels.

Previous studies have identified po-
tential discrepancies between manage-
ment perception and customers’ actual
experience in the hotel industry. That is,
managers overestimate the service they
are providing (Tsang and Qu, 2000). In

addition, managers are likely to have
high expectations for the level of service
that the organization is providing (Go-
wan et al., 2001). This implies that man-
agers do not have an in-depth under-
standing of customers’ expressed and
latent needs. Consistent with Tsang and
Qu’s (2000), we hypothesize that there
are difference between custo-mers’ ex-
periences and management perceptions
of the level of customer value. More
fundamentally, management perception
is really one thing: perhaps planned or
emerging customer value. On the other
hand, customer value as from the cus-
tomer’s point of view is an experience; it
is actual and lived experience. This may
lead to differences in evaluating the
same phenomenon.

H3. Managers and customers will
differ in their evaluation of customer
value
(a) for reputation for quality
(b) for value for money
(c) for prestige

The delivery of services involves
employees, managers, and customers;
this may create differences between the
perceptions of service delivered as seen
by managers and services experienced
by customers (Gowan et al, 2001).
These differences arise as a result of lack
of congruency between managers’ plans
and how they are carried out by employ-
ees. Differences between man-agers and
customers could also arise from commu-
nication (what managers planned to
communicate) and the messages re-
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ceived by customers. Since employees
have more contact with customers (Go-
wan et al., 2001), the differences be-
tween managers and employees would
further exacerbate differences between
managers and customers (Coyle and
Dale, 1993; Tsang and Qu, 2000).
Therefore, customers and managers are
expected to evaluate delivered customer
service. Accordingly,

H4. Managers and customers at the
same class of hotel perceive significantly
different levels of customer value.

(a) Managers and customers at budget
hotels perceive significantly differ-
ent levels of customer value.

(b) Managers and customers at standard
hotels perceive significantly differ-
ent levels of customer value.

(c) Managers and customers at prime
hotels perceive significantly differ-
ent levels of customer value.

Methodology

This research employed two self-
administered questionnaires: one for ho-
tel managers the other for hotel guests.
To capture the information from hotel
managers, all classified hotels from
across Taiwan were included. In total, 83
hotel managers responded to the re-
search. The sample of hotel guests was col-
lected from hotels in Taiwan. Seven hotels
participated in this guest study. The hotels
were selected in such a way as to parallel the
proportions in the managers’ sample. The
number of respondents who participated
in the customer survey was 385.

This study applies the perceived
value scale developed by Petrick (2002)
to measure the perceived value of ser-
vice in the hotel sector. The components
of customer value in this study consist of
“‘reputation for quality’’, ‘‘value for
money’’, and “prestige”. Respondents
were asked the extent to which they
agree or disagree with each of the state-
ments. The scales ranged from ‘strongly
disagree’ (1) to ‘strongly agree’ (7).

All measures were shown to have
acceptable psycho-metric properties. To
establish discriminant validity across the
measures, the method suggested by For-
nell and Larcker’s (1981) was applied.
This involves comparing the covariances
(between latent factors) and average
variance extracted (AVE) of the indica-
tors of each dimension of customer value
for both the managers’. Discriminant
validity is established if the AVE is lar-
ger than the square root of the covari-
ance. The results indicated that for both
the managers and customer samples
showed discriminant validity for reputa-
tion for quality, value for money and
prestige are distinct constructs. This is a
more rigorous test of discriminant valid-
ity than the chi-square difference from
imposing unit (1) on the covariances.
The results are presented in Table 1.

Results and Discussion
The results of hypotheses testing

H1 and H2 are shown in Tables 2 and
3. The aggregate measure of customer
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Table 1. Internal consistency, square roots of average variance extracted, and correlation matrix for customer value

Managers Customers
Internal consistency 1 2 3 Internal consistency 1 2 3
1 Reputation for quality  0.92 0.77 0.91 0.77
2 Value for money 0.89 0.67 0.73 0.89 0.67 0.76
3 Prestige 0.88 0.56 0.44 0.84 0.92 0.56 0.44 0.86
¥’=102.267; d.f.=44; y***=2.324; GFI=0.928 ¥’=160.965; d.f.=44; y***=3 .658; GFI=0.937
AGFI= 0.873; RMSEA=0.076 AGFI= 0.888; RMSEA=0.069

The figures along the diagonal and in bold are square root of the average variance extracted for each construct. The figure in the table are correlations.

Table 2. Perceptions of customer value as seen by managers across different hotel classifications

Hypothesis Prime Hotel, N=31 Standard hotel, N=133  Budget hotel, N=67  F-Ratio Different sets
Reputation for quality Hla 6.35 5.83 5.39 16.09%*** P>S>B
Value for money Hlb 6.21 5.94 5.63 6.49%** P>S>B
Prestige Hlc 6.07 5.32 4.77 14.69*** P>S>B

***p<0.001, P: Prime Hotel, S: Standard hotel, B: Budget hotel.

Table 3. Perceptions of customer value as seen by managers across different hotel classifications

Hypothesis Prime Hotel, N=65 Standard hotel, N=275 Budget hotel, N=45  F-Ratio Different sets
Reputation for quality H2a 5.18 5.06 4.07 31.01*** P>S>B
Value for money H2b 5.07 4.96 4.01 25.32%%* P>S>B
Prestige H2c 4.73 4.69 3.79 15.02%** P>S>B

**%p<0.001, P: Prime Hotel, S: Standard hotel, B: Budget hotel.

Table 4. Different perceptions of customer value as seen by managers across different hotel classifications

Hypothesis Managers, N=231 Customers, N=385 t-Value Different sets
Reputation for quality H3a 5.77 4.96 11.25%** Manager>Customer
Value for money H3b 5.88 4.87 13.90%*** Manager>Customer
Prestige H3c 5.26 4.59 7.20%** Manager>Customer
**%p<0.001
Table 5. Different perceptions on customer value as seen by managers and customers
Hypothesis Managers Customers t-Value Different sets

Budget hotel H4a N=67 N=45

Reputation for quality 5.39 4.07 8.14%*+* Manager>Customer

Value for money 5.63 4.01 9.15%%* Manager>Customer

Prestige 4.77 3.79 4.57%** Manager>Customer
Standard hotel H4b N=133 N=275

Reputation for quality 5.85 5.06 9.37%%* Manager>Customer

Value for money 5.94 4.96 10.97*** Manager>Customer

Prestige 5.35 4.69 5.82%** Manager>Customer
Prime Hotel H4c N=31 N=65

Reputation for quality 6.35 5.18 6.49%%* Manager>Customer

Value for money 6.21 5.07 T.47%x* Manager>Customer

Prestige 6.07 4.73 6.33%** Manager>Customer

***p<0.001
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value is used to discuss the average rat-
ing across the three dimensions of cus-
tomer value. The results indicate that
the level of reputation for quality as
seen by managers is higher for prime
hotels than for standard hotels which in
turn is significantly higher than budget
hotels. Thus, Hla is supported. The
same pattern of results is found for
value for money and prestige; these re-
sults support Hlc; while HIb was not
supported.

When the results are looked at from
the customers’ received customer
value, customers indicate they receive
superior value at prime hotels which is
significantly better than in standard ho-
tels which in turn is higher than budget
hotels for reputation for quality. The
pattern of results is the same for value
for money and prestige. The results
support H2a and H2c; while H2b was
not supported.

Results in Table 4 show that in
general the level of customer value as
seen by managers is higher than that
customers report they are experiencing.
The managers’ score was approxi-
mately 5.76 out of 7; whereas, the cus-
tomer score was about 4.90 on the same
scale the differences were significant.
The differences for reputation for qual-
ity (H3a) were significant, for value for
money (H3b) and for prestige (H3c)
were significant. These results show
that in general managers are likely to
overstate the level of customer value
delivered by their hotels while custom-

ers are likely to under estimate the cus-
tomer value they experience or both
phenomena are occurring simultane-
ously.

Table 5 shows that for budget ho-
tels the managers had much higher
scores than customers for customer
value across all the hotel classifica-
tions. For reputation for quality, the
differences were significant and the
differences were largest for standard
hotels. For value for money, similar
differences were found and the largest
difference was in the standard hotels.
The same findings apply for prestige.
This indicates that all hypotheses aris-
ing proposition were significantly dif-
ferent. The findings vary from our ex-
pectations for value for money. The
results show that for both budget and
standard hotels value for money was
seen by managers as the best customer
value while for prime hotels it was
reputation for quality. Across all classi-
fications prestige was seen by man-
agement as the least important dimen-
sion of customer value. This was also
consistent with the results for custom-
ers. Prestige was scored lowest. The
differences were significant. The dif-
ferences between managers and cus-
tomers were significant for reputation
for quality across all classes of hotels.
Value for money was significantly dif-
ferent between managers and customers
across all hotel classification. There is a
clear indication that customers thought
budget hotels were exactly what they
expected. On the other hand managers
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thought although they were running
budget hotels, they were providing cus-
tomers with more value than customers
were paying for. From their perspec-
tives, these customers can be seen as
more demanding relative to what they
were paying.

For managers of standard hotels,
the average of customer value was 5.83
out of 7 and for customers it was al-
most 5 out of 7 and the differences
were all significant (p<0.001). These
results lead to the acceptance of H4b.
The gap between management percep-
tions and customer-received value is
narrower for budget hotels, managers
still over-estimate the value they de-
liver and customers perceive they are
receiving less than the promise. The
biggest difference is on value for
money. Managers believe they are de-
livering as promised and customers ex-
perience this as being less value than
they are paying for.

For prime hotels, managers scores
average about 6.33 out of 7 while those
for customers average 5.09 out of 7.
Relative to standard hotels this is much
wider difference between managers and
customers. The differences between
managers and customers across the
three value measures are significant.
This supports H4c. Managers think
they are delivering superior value and
customers in general agreeing they are
receiving superior value relative to cus-
tomers in lower classified hotels. How-
ever, customers perceive significantly

less value for what they are paying.
There is an indication of less satisfac-
tion with the value received as is shown
by the greatest difference occurring for
value for money. The results clearly
suggest there is a closer alignment be-
tween value delivery and value experi-
enced in standard hotels. The differ-
ences are much wider in premium ho-
tels followed by budget hotels. In all
cases, probably, as expected managers
believe they are delivering higher cus-
tomer value than customers say they
are actually experiencing.

There are several reasons for the
differences between management and
customers. The delivery of service is
usually not the direct responsibility of
managers. They set the performance
standards, and supervise the staff to
achieve these targets but there is always
a difference between planned and de-
livered service. Ideally one would like
to involve the employees in the evalua-
tion of customer value delivered but
this is problematic for several reasons.
The second source of differences could
arise from promotional efforts of ho-
tels. Again promotion is usually carried
out by an advertising agency and not
necessarily consistent with manage-
ment expectations. Third, managers can
genuinely believe they are delivering
superior customer value relative to
what the customers are paying. These
results suggest that hotelier may benefit
from research that increases knowledge
about customers, their needs and their
expectations. Finally, as noted by Slater
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(1997) customers are increasingly more
demanding and expect superior customer
value at ever lower prices. This is a result
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Abstract

This research is aimed at identifying the application of Sharia principles in Islamic Banks
in Central Java and the effects on the Islamic banks performance and the employees’
welfare. The research respondents were the employees of Islamic banks in four cities, as
many as 180 respondents. The data were collected by using questionnaires and
interviews. The data analysis used partial least square (PLS) and SPSS for windows
12.00 version as well.

The results showed that the application of Sharia principles affected the performance of
Islamic Banks in Central Java. The better the application of Sharia principles in Islamic
Banks in Central Java, the better the performance of Islamic banks in Central Java would
be. The improved performance of Islamic Banks in Central Java affected the employees’
welfare to be positive and significant. The Islamic Banks’ performance gave impact on
employment availability.

Key words: Islamic Banks, Sharia Principles, Islamic Bank Performance, Employees’
Welfare.

Introduction had an average growth of 49.88% re-
spectively. The relatively high growth
Since the operation of Islamic of Sharia Banking performance

Banking institutions in Indonesia indicators in Central Java resulted from
(1992), in Central Java, there have the expansion of the Sharia banking
been several Islamic banks operating, business areas. It was initiated by the
either Sharia Commercial Bank (BUS), opening of branch offices of new Is-
Sharia Business Unit (UUS), or Sharia lamic Banks in some areas. In 2006 in
Financing Citizenry Bank (BPRS). In Central Java, there were 26 branches of
the last four years (2006-2009), Is- Sharia Banks. In 2011, the branch of-
lamic Bank assets in Central Java had fices of Sharia Banks increased to 43
an average growth of 49.98%. Mean- branch offices.

while, the financing and DPK
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The increasing number of these
offices has a positive influence on the
Financing to Deposit Ratio (FDR)
which increases up to 109.97%. The
increasing FDR is also balanced with
an increase in the quality of financing
provided by the Sharia Banks in Cen-
tral Java. This is reflected in the de-
cline of Non Performing Financing
(NPF) level, where in 2011, NPF Is-
lamic Bank was noted at 2.72%. Based
on the Sharia Banking development
data, in Central Java (2011), the poten-
tial development of Sharia Banking in
Central Java was wide open. It is ex-
pected that there will be a growing
number of alternative options of bank-
ing products offered to people accord-
ing to the needs of society and its
benefits.

The intermediation function of
Islamic Bank as a manifestation of the
Bank’s performance, especially in
third-party funding and funds distribu-
tion, determines the success criteria of
Islamic Bank function as an intermedi-
ary institution. Islamic Bank as the
public funds collector and the funds
distributor is expected to be one of the
means to achieve welfare of the com-
munity. In accordance with these func-
tions, Islamic Bank is expected to be
able to deliver the achievement of pub-
lic welfare (Falah), holistic welfare,
temporal and hereafter welfare. Before
the Islamic Bank performs its function
as a carrier of public welfare, in accor-
dance with Islamic concept, the Is-
lamic Bank should in advance pay at-
tention to the welfare of the bank em-
ployees as its “environment commu-
nity". The efforts in achieving welfare
of the Islamic Banks "closest group"

should also affect the comfort of the
employees/staffs in the environment.

The implementation of Sharia
principles refers to a contract / agree-
ment / transaction conducted between
Islamic Bank with customers in accor-
dance with the provisions of Bill No.
10 year 1998 article 1, paragraph 13
(UU, No.10,1998). Bill No. 21Year
2008 Article 1, paragraph 12 states
that Sharia principle refers to Islamic
law principles in banking activities in
accodance with the decree (fatwa) is-
sued by institution which has an au-
thority in setting the fatwa in the field
of Sharia. Article 1, paragraph 13 of
Bill No. 21 Year 2008 states that "Con-
tract is a written agreement between
Sharia Bank or UUS and other parties
that contains rights and obligations of
each in accordance with Sharia princi-
ples" (UU,No0.21,2008).

The compilation of Sharia Eco-
nomic Law (2008, book II on Contract)
Section I Article 20 paragraph 1, states
that contract is an agreement in a pact
between two or more parties to con-
duct or not to conduct certain legal ac-
tions. (Media Editor Team, 2008: 14).
Article 28 in the Compilation of Sharia
Economic Law (2008) states that; le-
gitimate contract is an agreement
which meets its pillars and terms. The
Compilation of Sharia Economic Law
(2008) Article 22 states that the pillars
and the terms of the contract consist of:
Parties involved in the contract, con-
tract Object, principal aim of the con-
tract, and Agreement, (Media Editor
Team, 2008: 19). The comprehensive
and consistent implementation of
Sharia principles (Kaffah and Is-

The International Journal of Organizational Innovation Vol 10 Num 2 October 2017
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tigomah) conducted by the Islamic
Banks in Central Java is expected to
have an impact on the bank's perform-
ance and employee’s welfare. The ef-
fects of Sharia principles implementa-
tion on the bank’s performance are
identified through the development of
third-party funds collection and funds
distribution for a certain period of
time. The effects of Sharia principles
implementation on the employees’
welfare refer to the concept of ‘wel-
fare’ according to Islamic teachings
which include holistic welfare, bal-
anced covering material and spiritual
dimensions. The welfare is viewed
through the concept of maq'asid
syari'ah welfare or the goals of Islamic
law that guarantee the fulfillment of
welfare which can be implemented or
fulifilled in needs covering religion (al-
din), wealth (al maal), intellect (al'aql),
and heredity (al nasl) and soul (al-
nafs). Besides, it will also be seen deal-
ing with influence of the bank’s per-
formance on the employees’ welfare
and the effect of the bank's perform-
ance on the employment of Islamic
Banks in in Central Java.

The problem in this research
deals with the implementation of
Sharia Islamic Banks in Central Java
province is still not optimum yet. Spe-
cifically, the research questions are
whether the Islamic Banks (Central
Java) in their operations adhere to the
provisions of Islamic Law or Sharia
principles, whether the implementation
of Sharia principles gives influence on
the Banks’ performance, whether the
implementation of Sharia principles
influences the employees’ welfare, and
whether the Islamic Banks’ perform-

ance gives any effects on employees’
recruitment.

Literature Review
The Principle Of Sharia Bank

Sharia Economy which is arranged on
Islamic values and as the basis / foun-
dation of economic activities to
achieve public welfare spiritually and
bodily will only have a meaning if it is
realized in a real activity in the com-
munity. In this strategic position,
Sharia Bank can be an agent of eco-
nomic development. This is because
the main task of bankings in economic
infrastructure of macro-economic pol-
icy is directed in the context of how to
make money effective and efficient to
inrease economic value (Muhammad,
2005).

Since Islamic Bank is a 'part' of
the Islamic Economy, the philosophy
of Islamic Bank establishment should
be based on the basic philosophy of
Islamic Economy. The philosophy of
Islamic Economy (Syibly, in Nur
Khalis, 2008: 27) gives a fruitful
thought about economy with Islamic
values and Sharia restrictions. Islamic
Economy as a science seeks to look at,
review, investigate and resolve the
economic problems in Islamic ways (in
the corridor and guidance of Islamic
Law). Mahmud M Babali set out five
principles of Islamic values regarding
with Islamic economic activities, of
which are fraternity (ukhuwah), good-
deeds (al-Ihsan), giving advice (al na-
sihah), firm establishment (al Is-
tigomah), and the attitude of taqwa (al
Taqwa) (Kara, 2005: 38). Several Is-
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lamic values underlying the philoso-
phy of Islamic economy among others
are: the principles of consensus (at ta-
raadi), fairness (al is), mutual benefits
(al tarabukhi) and mutual helps (mu-
tual aid) and the prohibition of black-
mailing and exploitation.

The Differences of Sharia and Conven-
tional Bank

There is a fundamental difference
between Islamic Bank and Conven-

tional Bank especially relating to as-
pects of products and systems used.
The orientation of Conventional Bank
as an inseparable part is to maximize
the welfare (read: profits) of the bank
owner (Shareholder-Oriented). Mean-
while, the orientation of Islamic Bank
is in the interests of prosperity and
welfare of stakeholders and society in
general (stakeholders and society-
oriented) as a manifestation of the
principle of Rahmatan lil 'Alamin in
Sharia Bank, see details Table 1.

Table 1. The Principle Differences Between Sharia Bank And Conventional Bank In
Their Operational Activities

Sharia Bank

Conventional Bank

1. Bank Products

A. Sources of Funds

1. Bank Products

A. Sources of Funds

a. Wadi'ah Yad Dhamanah clearings

b. Yad Dhamanah and Mudharabah Savings
¢. Mudharabah deposits

d. Mudharabah muqayyadah Special Savings

(Restricted Investment)

B. Zakat, Infaq, Sadaqah

C. Disbursement And Banking Services

1. Mudaraba Financing

2. Musharaka Financing

3. Export Financing (Mudaraba, Musharaka
or Murabaha)

4. Inclusion (Musharaka)

1. Clearings

2. Savings

3. Deposits

4. Certificates of Deposits

B. Disbursement and Banking
Services

1. Valuable letters

2. Loans in Rupiah

3. Loans in Foreign Currency
4. Assets in Foreign Currency

5. Inclusion
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D. Purchasing

1. Murabahah financing (for investment)

2. Bai 'Bishaman Ajil (for investment in
instalment)

3. Bai'us-salam (for agriculture)

4. Istishna '(ordered items purchasing)

5. Banking Services

6. Hawalah (Factoring)

7. L/ C (Wakalah, Musharaka, Murabaha)
Sharf (Sale and Purchase of Foreign
Currency)

8. Kafalah (Bank Guarantee)

9. ljarah Muntahiyyah bit Tamlik (Financial
Lease / Hire Purchasing)

10 Rahn (Pawn)

11. Wadi'ah Yad Al 'Amanah (Safe Deposite
Box)

12. Collection (Hawalah)

13. Transfer (Kafalah)

14. Al-Qardhul Hasan (Social Loan / Virtue)
2. Sharing System

1. Determination of the profit sharing ratio is
made at the time of the contract in accordance

with possibility of profit / loss to be obtained

2. If the customer fails to pay overdue effort
and no fines or other liabilities.

At the time of economic crisis, the profit

6.L/C
7. Bank Guarantee

8. Factoring

C. Banking Services
1. Collection
2. Transfer

3. Safe Deposit Box

2. Interest System

1. Determination of the interest
rate at the time the contract was
made without looking at the
possibility of profit / loss to be
obtained

2. If the Customer fails in
businesses and is late in

payment, they will get interest
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customers at the time revenue

sharing ratio in accordance with the ability of | fines and possible bail

confiscation

happening.

beneficial "partnership".

3. In Islamic banks, in economic / monetary

crisis, there will not be negative spread

4. Harmonising relationships between funders | head cost (interest cost), while

and users of funds through a mutually

3.At the time of economic /
monetary crisis, interest rates

will rise thereby increasing over

income decrease.

Contradictory relationship
between the bank and its
customers: To deposit funds, it is
requested high interest but the
bank is on the other sides.
Similarly, the bank asks for high
interest to the debtor, the

customers do not, instead.

Source : Hardini, 2007 : 122 (Sharia Banking Dictionary)

Previous Studies

Mooduto (2006) - Based on the
results of his hypothesis testing
research on the Effect of Sharia
Implementation on Islamic Banks’
Performance and Security in
Indonesia, he concluded that:

1. The implementation of Sharia
principles which gave significant
effects on the performance of Islamic
Bank was received. The meaning of
such evidence is that the better,
correct and consistent (istigomah)
implementation of Islamic Sharia in
Islamic Bank operations will provide

a significant effect on the positive
performance of Islamic Banks.

2. The implementation of Islamic
Sharia influenced the resilience of
banks significantly, but it had no
significant effect.

3. The performance of Islamic Bank
significantly influenced the resilience
of the Islamic bank was accepted.

Mohammad Suyanto (2007) - His
research was about the influence of
the implementation of Sharia
principles on the performance and
welfare of the employees and
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community related with Sharia Banks’
activities in Indonesia. He concluded
that:

1. The implementation of Sharia
Bank principles in Indonesia is getting
better and consistent and sustainable
impact turns out to higher profitability
and greater solvency as well as more
useful for small entrepreneurs who
become customers of Sharia Bank.

2. The implementation of Shariah
principles on Sharia Bank in
Indonesia is getting better and
consistent and continuous does not
affect the increase in the portion of
financing and that of gordhul hasan.

3. The implementation of Sharia
principles on Sharia Bank in
Indonesia is getting better and
consistent and sustainable and does
not affect an increase in salaries and
bonuses of employees and that in the
employees’ general and religious
allowance as well. The better bank
performance has also impacted on
increased financing and increased
qgardhul hasan as well as an increase
in zakat, infaq, shodaqoh and social
activities or contributes to the public
welfare related with Sharia Bank’s
activities in Indonesia.

4. The consistent, contiunous and
well-applied Sharia principles of
Shariah will produce a good and
getting better performance, applied to
all Sharia Banks in Indonesia.

Haque, Osman, and Ismail (2009)
- His research was about Factors In-
fluence Selection of Islamic Banking:

A study on Malaysian Customer Pref-
erences. The purpose of this study is
to investigate major factors that are
reflecting to customers’ perception
and satisfaction on Islamic banking.
The findings said there were the
significant positive relationship of
quality of service, availability of
services, social and religious
perspective and confidence in bank
with customers’ perception about
Islamic bank.

Muhamad Abduh (2011) - His
research aims to detect withdrawal
risk of depositors islamic banking
through Islamic banking service
quality. His findings are as below:

1. The five important dimension in
Islamic Banking service namely
reliability, bank-customer
relationship, tangibles, shari’ah and
rate and charges.

2. Depositors have positioned
Shari’ah as number one (the most
important ) factor that could lead
them to withdrawal action if Islamic
banking do it (shari’ah issue) wrong.

3. The other important dimensions are
tangible and rate and charge.

Abduh, Duasa, and Omar (2011) -
His research was about Factors Influ-
ence Depositors’ Withdrawal Behav-
ior in Islamic Banks: A Theory of
Reasoned Action. He concluded that:

1.The techniques in the risk of deposit
withdrawal, first is by approaching
those people and environment
perceived important by depositors.
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For example, Islamic bank can go to
Mosques, schools, universities to
meet the Imams, teachers, lecturers,
and leaders to explain unique features
of islamic banking and why they
should remain with the bank.

2. Secondly, Islamic bank must also
meet the belief and expectation of the
depositors, both spiritually and
materially. Islamic banks must not
breach shariah principles in terms of
profitability and service quality.

Jalil, and Rahman (2014) - His
research was about Factors Influence

Depositors’ Withdrawal Behavior in
Islamic Banks: A Theory of Reasoned
Action. He concluded that: That
convenience of service, perception of
services and ethical organization has
positive impact on Islamic banking
services. The findings also present that
Islamic branding has negative impact
and insignificant relationship with
Islamic banking service. The findings
of the study can facilitate the Islamic
banking service providers to introduce
innovative service offering in
according to Islamic shariah principle.

Conceptual Framework

The lack of knowl- Ineffective Sharia MUI decree on Low human
edge of human compliance Sharia products capital devel-
rourses of Sharia bank opment
about contract
SHARIA PRINCIPLES

Bank Performance
(third party funds, financing)

(Parties involved in contract, contract ob-
ject, contract goals, agreement)

Employees’ welfare }

\

[ Employees’ Development ]

—
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Research Methods
Research Design

The concept of the research
conducted is included in the
explanatory research with the aim at
determining the relationship between
variables and hypotheses testing which
have been formulated, therefore, the
type of research done / been selected is
an explanatory (Singarimbun, 1992; 4).

Population Sample

This explanatory study took form
of a census of the Islamic Banks in
Central Java. The population in this
study was branch offices of Islamic
Banks in Central Java, which have
been operating for 5 years. The number
of members of the population was six
(6) branches of Islamic Banks. A
members of the population were
observed. The time series data were
taken each year for five (5) years from
2005 to 2009. Thus, there were 30
units of analysis (6 banks x 5 years).

Technique of Data Collection

The data collection was con-
ducted by survey method, making use
of secondary data provided in each Is-
lamic Bank which became the subject
of study. The secondary data were
taken as to look at the implementation
of Sharia principles by the bank con-
cerned. The data were taken from the
contract as stipulated in the certificate
of agreement between the customer
and the Islamic Bank in front of a no-
tary. Meanwhile, the secondary data
included the bank's performance, em-

ployees’ welfare and employees re-
cruitment obtained through a written
record of each bank. Interview with
employees was done by answering
questionnaires in order to obtain addi-
tional data on employees’ welfare.

Variables Research and Indicators

The variables of this research
were the implementation of Sharia
principles, the bank performance and
other employee benefits and employ-
ees recruitment of Islamic Banks in
Central Java, and operational defini-
tions as Table 3.

The Technique of Data Analysis

The data analysis used factor
analysis and Partial Least Square
(PLS) model. The steps of Partial Least
Square (PLS) based testing empirical
models by using Smart PLS software is
as follows:

Model Specialization

The analysis of the relationship
between variables path consists of:
Outer models, refers to the specifica-
tion of the relationship between the
latent variables and their indicators,
which is also called ‘outer relations’ or
‘measurement models’, defining the
characteristics of the constructs with
their manifest variables.

Inner Model refers to the specifi-
cation of the relationship between the
latent variables (structural model),
which is also called inner relations,
describing the relationship between
latent variables based on substantive
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research theory. Without losing its
generality, it is assumed that the latent
variables and indicators or manifest
variables scaled zero means and unit
variance is equal to one, so that the lo-
cation parameters (constant parameter)
can be removed from the model. Inner
models obtained are:

Weight Relation - the estimated value
of latent variables cases, inner and
outer models provide specifications
which are followed in the estimation of
PLS algorithm. After that, the defini-
tion of weight relations is required.
The values for each case estimated in
PLS latent variables namely:

&b = Zkb WKB xkb
nl = =ki WKI Xki

Where WKB and WKI were k weight
used to form the estimated endogenous
latent variables (1) and exogenous (§).
The estimation of the latent variables
was an aggregate linear of indicators of
which weight values obtained by the
estimation procedure of PLS as speci-
fied by the inner and outer model
where the latent variable endogenous
(dependent) is 1 and latent variable
exogenous is & (independent), while
is a residual and  and i1 was the coeffi-
cient matrix path (path coefficient).

Evaluation Model

Measurement model or outer
model with reflexive indicators is
evaluated by convergent and discrimi-
nant validity of the indicators and
composite reliability to indicators
block. Structural model or inner mod-
els is evaluated by looking at the per-

centage of variance explained by look-
ing at R? to exogenous latent constructs
using size Stone Gaisser Q Square test
and also see the coefficient of struc-
tural lines. The stability of these esti-
mates is evaluated using t-test statistics
obtained through bootstrapping proce-
dures. Outer with reflexive indicators
measured respectively by the follow-
ing.

Convergent Validity - is the correlation
between the indicator reflexive scores
and the latent variable scores. For this,
loading of 0.5 to 0.6 is considered fair,
because it is the early stage of devel-
opment of the measurement scale and
the number of indicators per construct
is not large, ranging from 3 to 7 indica-
tors.

Discriminant Validity - is the meas-
urement of reflexive indicators which
is based on cross loading with latent
variables. Another method is by com-
paring the score of square root of Av-
erage Variance Extracted (AVE) in
each construct, with a correlation be-
tween the other CONSTRUCTS in the
model. If the scores of the initial
measurement of both methods is better
than the score of other constructs in the
model, it can be concluded that the
construct has discriminant validity was
good value, and vice versa.

Recommended values must be
greater than 0.50.

AVE = ZAl12

> M2 + Zivar (gl)
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Composite Reliability - an indicator
that measures the internal consistency
of indicators forming the constructs,
shows the degree of which indicate
common latent (unobserved). The ac-
ceptable limit value to the level of
composite reliability is 0.7 although it
is not an absolute standard.

pc= (XZAD)2

( ZAD2 + Zivar (gl)

Inner models R-square - was measured
using exogenous latent variable with
the same interpretation by regression.
Q Square predictive relevant was to
construct the model, measuring how
well the observed values generated by
the model and parameter estimation.
Q-square value> 0 indicated the model
had predictive relevance, otherwise if
the Q-square value < 0 indicated lack
predictive models relevant. Q-Square
Calculations was done by the follow-
ing formula:

Q*>=1-(1-R1?) (1-R2?) ...... (1-Rp?»)

Where (1-R1?) (1-R2?) ...... (1-Rp?»)
R-square was exogenous in the model
equations. Assuming the data were dis-
tributed freely (free distribution), the
structural model of PLS predictive ap-
proach was evaluated by R-Square to
construct endogenous (dependent), Q-
square test was for predictive rele-
vance, t-statistic with a significance
level of each path coefficient in the
structural model.

Research Findings

The Implementation Of Sharia
Principles

The parties involved in the contract /
the contract subjects.

The parties involved in the con-
tract in Figih Mu'amalah term are
called aqid / agidain. According to the
term, a person can carry out the con-
tract if the person concerned has the
ability to act / legal capacity (ahliyah
ada’ al kamilah) and has the authority
(region) to carry out the contract. The
authority may in this case be author-
ized to act for themselves for the fam-
ily, for / on behalf of or representing
the group, for / on behalf of the com-
pany and for others. In this study, the
subject of the contract would be moni-
tored through the customer side as in-
dicated on the certificate of agreement
between the client and the Islamic
Bank side.

Related to Legal Capacity.

Chapter II on law subjects, Article
2 of the Compilation of Sharia Eco-
nomic Law states that someone who is
considered to have skills to take legal
actions in the case must have reached
the lowest age of 18 (eighteen) years or
happen to be married. On the legal ca-
pacity of the contract subjects are
based on age group and all customers’
authority to act as competent and ap-
propriate subjects (100%). In relation
to customers’ authority, all customers
have the authority to act (100%).

The Contract Object.

The International Journal of Organizational Innovation Vol 10 Num 2 October 2017

149



Dealing with the presence of isted and could soon be realized 80%.

the contract object, among 210 con- There was one with a process involv-
tract certificates at the Islamic Banks ing a third party at 6.67%, one with
in Central Java, the following data uncomplicated process at 13.33%.

were obtained: the contract object ex-

TABLE 2
VARIABLES AND INDICATORS

NO Variable Indicator
1 X1 = the implementation of Sharia Xi.1 = the Parties involved in
principles the contract

X1.2 = the Contract Object
X1.3 = the Contract Goal

X1.4 = the Agreement

2 | Y1 =the Islamic Bank Performnace | Y1.1= the third party funds

Y1.2= Financing

3 | Y2 =the Employees’ Welfare Y2.1= Al Diin
Y22 = Al Nafs
Y23=Al'Aqal
Y24= Al Maal
Y25= Al Nasl
4 | Y3 =the Employees’ Recruitment Y31 = the number of active
employees
The Deal/Agreement.
The Contract Goal. Related to the deal / sighat akad
The Contract goal / maudlu ’al which is basically an agreement between
“akad is very clearly mentioned. A total the two parties on whether or not the
of 36.67% of the contract specified the agreement is fulfilled, the used
contract was personal /self-business indicators are three pillars of the previ-
ownership, 46.67% was to develop joint ous contract; the aqidain, the contract
venture, 16.67% was for the develop- object and the contract goal. In this
ment of self-business ownership. study, for the three pillars of the contract

agreement was fulfilled (100%)
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Islamic Bank Perfomance , Third-party
funds.

The Islamic Bank’ performance
in Central Java, especially in third party
funds, during the period of 2005 - 2009
has shown a positive trend with the in-
creasing target of third party
funds each year. Even more, half of the
Islamic Banks in Central Java (50%)
showed a great increase of Third Party
Funds during the period 2005-2009.

Financing.
Related to financing development
during the period of 2005 — 2009, the

Islamic Banks in Central Java also
showed a positive trend, because every
year there has been an increasing target
in each Islamic Bank. The average /
mean of the Islamic Banks’ performance
in Central Java with those two indicators
mentioned above was 4 (four) so that it
can be categorized as an increase of the
Islamic Banks’ performance in Central
Java during the period of 2005-2009.

Employees’ welfare.

Islam teaches that happiness (Falah)
is a feeling of joy with dual dimension,
of which are the world and hereafter
sides. Happiness is the essence of Is-
lamic teachings goal known as
"magqashid Shari'ah". In line with
maqashid syari’ah, when the Islamic
Bank employees were raised various
questions about asasiyah al khomsah,
obtained the following replies:

Keeping the faith / hifdzu al deen.
Which is the presence or acquisi-

tion of a sense of security because of be-

ing able to perform the Islamic duties.

Standing up with religion is a necessity
for human beings. By implementing hu-
man values taught in religion makes man
higher than animals in rank.

Having religion is a human characteris-
tic.

The average score of the answers
about keeping religion in this study was
obtained a value of 4.6 (Table 5:17).
Thus, if the value of 4.6 were for the in-
dicator of keeping religion of Islamic
Bank into interval class of Islamic Banks
in Central Java, it would give attention
to the very high criteria.

Related to the life protection (khifdzu al
nafs) conducted by Islamic Banks in
Central Java because it actually starts
from the assumption that religion can not
be upright unless with a healthy soul and
in a healthy body as well.

Therefore to keep the soul healthy
and grow in a healthy body as well (be-
sides a healthy soul is a means towards
the right to live in dignity), Islamic
Banks forbade their employees to smoke
in the working environment and pro-
vided a threat to firmly take actions on
employees who were caught drinking
alcohol. In connection with these mat-
ters, the employees of the Islamic Banks
in Central Java:

did not smoke because according to 67%
of employees of the Islamic Banks in
Central Java, smoking was forbidden
(haram), while the remaining 33% said
that smoking was avoided (makruh) did
not drink alcohol, because all employees
of the Islamic Banks (100%) said that
liquor was forbidden (haram). 33% of
employees agreed that their religious
activities and discourse were as a means
to love the God. The rest 67% of em-
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ployees stated that following such activi-
ties organized by the Islamic Banks was
just to get some inner peace 67% of em-
ployees said that the Islamic Banks pro-
vided funds to maintain the employees’
mental and physical health in terms of
medical aspects, meanwhile the remain-
ing 33% say that the Islamic Banks
would replace the full expense of health
funds.

Overall with these four variables in
keeping this spirit was obtained an aver-
age / mean of 4.25. If the score were in-
serted into the interval class, it would
then be obtained very high criteria.

To protect or maintain sense (khif-
dzu al-akal), Sharia forbids intoxicants
with the aim at avoiding sense damage.
The sense damage will result in the
sense owner is not valued in society due
to being unable to per-form their duties
and functions as a good human being.
The strict prevention ordered by Islamic
law is intended to improve the brain ca-
pabilities and to keep the sense out of the
things that harm.

According to the employees of the
Islamic Banks:
67% of them said that the Islamic Banks
strictly prohibited their employees drink-
ing alcohol, meanwhile 33% of them
said that the Islamic Banks forbade them
drinking alcohol.

It went also to gambling, 67% of
employees believed that the Islamic
Banks strictly prohibited their employees
gambling. The remaining 33% said that
the Islamic Banks forbade their employ-
ees to gamble. The prohibition of intoxi-
cants and gambling was so addressed

that the sense would not be blocked from
the guidance of Allah swt (100%).
Therefore, 67% of the employees of the
Islamic Banks always attended religious
discourse and the remaining 33% read
religious books.

In order that the employees of Is-
lamic Banks always think and act posi-
tively, and are really far away from
gambling and things that can be intoxi-
cating, according to 50% of bank the Is-
lamic Banks employees, it would happen
if there were an awareness not to con-
sume things that are intoxicating and
away from gambling, the rest 50 % said
it would happen if Islamic Banks threat-
ened to take stern action against employ-
ees who got drunk and gambled.

Overall, the answer of the Islamic
Banks’ employees in Central Java on
maintaining mind and sense was ob-
tained an average score / mean 4.5 and if
the average were put into the interval
grade, it would then be obtained very
high criteria.

The fourth objective of Sharia /
maqashid Shari'ah is to maintain or pro-
vide protection to offsprings / khifdu al
nasl. In the case of giving protection to
the offsprings / the employees’ relatives,
Islamic Banks in Central Java argued
that marriage is ordered by religion to
maintain offspring, 67% of employees
stated their true confirmation of the or-
der and the remaining 33% expressed it
as the right way to keep their offspring.
according to the Islamic banks’ employ-
ees in Central Java (with the same per-
centage) said that Islamic banks are very
concerned with the family income of
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employees (67%) and the rest 33% said
to care about.

With that reality, according to 33%
of the Islamic Banks’ employees, Is-
lamic banks were very concerned about
the education of the employees’ children
and the remaining 67% said that Islamic
Banks paid attention to the education of
the employees’ children.

For 50% of the employees stated that
the Islamic Banks were very concerned
about the employees’ children’s future,
17% of employees said the actions
means that Islamic Banks paid attention
to the future of the employees’ children
and according to 33% of the remaining
employees Islamic Banks paid sufficient
attention the future of the employees’
children.

Overall the answer of the Islamic
Banks’ employees in Central Java con-
cerning the protection of the Islamic
Banks’ employees’ offspring was
obtained values with an average score /
mean of 4.25 and when the average
score was added to the interval class, it
would then be obtained a category / the
criteria is very high.

The fifth Maqashid Shari'ah is the main-
tenance or protection of property (khifdu
al maal). In relation to this wealth pro-
tection, the Islamic Banks’ employees
argued that Islam obliges Muslims to
work. In connection with the efforts to
maintain the property (Hifzhul maal), the
Islamic Banks employees in Central Java
stated that Bank Islamic Banks strongly
encouraged their employees to work
hard to prepare better future generations
(67%) and the remaining 33% said to
encourage. With the same percentage,

they stated that the wealth they gained
from working was the God’s surrogate
which temporarily entrusted to them.

With the same percentage, they said
that the Islamic Banks greatly appreci-
ated their employees who worked hard
by providing rewards to them. With the
same percentage, they also said that the
Islamic Banks reminded them that the
profits from their hard work or effort
authorized by the God to them, there
were other people's rights that should be
given to those deserved.

Overall a more complete answer on
the fifth maqashid shari'ah with an aver-
age score of 4 and when the average
score was inserted into the interval class,
it would then be obtained high criteria or
category.

The Employees’ Recruitment.

This variable has one indicator that
is the worker amount in the islamic
banking. Trend of the number of active
employees amount looks increase but
rather stable from 2005 till 2009. This
data means that turn over of employment
islamic banking is low. Interpretation of
this finding is the worker feel satisfac-
tion in the islamic banking.

PLS Analysis Results

Outer Models’ Result.

The Measurement model with
reflective indicators was evaluated by
convergent and composite reliability for
the block indicator. The convergent
validity of the measurement model with
reflective indicators was assessed based
on the correlation between the item score
and the construct score which were
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calculated by PLS. The indicators were
considered valid if the value of the
loading factor were greater than 0.5 or
the tstatistic was greater than tTable
value was 1.6711 (a = 5%). The
indicators of Islamic leadership was
composed of contract 1 (X1.1), contract
2 (X1.2), contract 3 (X1.3), contract 4
(X1.4), fair (x1.5). More results are
shown in Table Based on the Table 3 the
result of convergent validity test, four
indicators of the contract had loading
factor scores. All indicators were more
than 0.5 and the T s score of the
entire indicators was greater than T rypje
at 1,697, so that the entire indicators of
the Islamic leadership were valid. The
composite reliability test of the block
indicator which measures the construct,
it showed satisfactory results in the
amount of 0.856, meaning that the
contract construct would result relatively
similar when repeated measurements
were taken in the same subjects.

The test results of convergent
construct validity and reliability of
composite performance is shown in
Table 4. Based on the table 4 the test
results of convergent validity, two
indicators of performance had loading
factor scores. All indicators were more
than 0.5 and the T gaistic score of all
indicators was greater than 1.697, so that
all the indicators of the contract were
valid.

Based on the composite reliability
test of the block indicators that measures
the construct, it showed satisfactory
results in the amount of 0.957, meaning
that the performance construct could
provide relatively similar results when
repeated measurements was conducted

in the same test. The test results of the
convergent validity and reliability com-
posite of welfare level construct are
shown in Table 5.

Based on the Table 5 the test results
of the convergent validity were, five in-
dicators of the welfare had loading factor
scores and all indicators have more than
0.5 and the t statistic score of all indica-
tors was greater than 1,697, so that all
indicators of welfare level indicators
were valid. Based on the composite reli-
ability test of the block indicators that
measures the construct, it showed satis-
factory results in the amount of 0.916,
meaning that the construct of the welfare
level could provide relatively similar
results when repeated measurements
were conducted in the same subjects.

The test results of the convergent
validity and reliability composite of the
employees’ recruitment construct are
shown in Table 6. Based on the Table 6
the test results of the convergent validity
were, one indicators of the welfare had
loading factor scores one (1.000) and
more than 0.5 so that this indicators of
employee was valid.
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The Result of Validity and Reliability Test of Contract Variables Indicators

Table 3

Validity Test Composite
Indicators Loading T-Statistic Note Reliability
AK 1 0.794 14.996 valid
AK 2 0.797 14.263 valid
AK 3 0.824 5.572 Valid 0.856
AK 4 0.671 4.668 Valid
Table 4
The Test Result of Validity and Reliability of Performance Variables Indicators
Validity Test Composite
Indicators Loading T-Statistic Note Reliability
KIN 1 0.961 67.203 Valid 0.957

Based on the composite reliability
test of the block indicators that measures
the construct, it showed satisfactory re-
sults in the amount of 1.000, meaning
that the construct of the welfare level
could provide relatively similar results
when repeated measurements were con-
ducted in the same subjects. The results
of inner model (structural model).

The inner model describes the rela-
tionship among latent variables based on
a substantive theory. The result of boot-
strapping output display is in the form of
a graphic of the relationship among vari-
ables which is shown in Figure 1. Based

on the Figure 1, it can be seen the path
coefficients of each variable relation-
ship, either directly or indirectly. The
influence of the contract on the perform-
ance had a path coefficient of 0.579. The
direct effect of the contract on welfare
had a path coefficient of 0.236. The di-
rect effect of the performance on the
welfare had a path coefticient of 0.714.

The indirect effect of the contract
on the welfare level through perfor-
mance was 0.579x 0.714=0.413. It
could be concluded that the direct effect
of the contract on the welfare level was
smaller than the indirect effect of the
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Table 5. The Test Result of Validity and Reliability of
Welfare Level Variable Indicators

Validity Test Composite

Indicators | Loading T- Note | Reliability
Statistic

KK'1 0.903 42.012 | Valid 0.916
KK 2 0.679 7.755 | Valid
KK 3 0.882 28.845 | Valid
KK 4 0.752 12.372 | Valid
KK'5 0.909 51.340 | Valid

Table 6. The Test Result of Validity and Reliability of
Employee’s Recruitmant Variable Indicators

Validity Test Composite
Indicators Loading T-Statistic Note Reliability
TK 1.000 - Valid 1.000

Table 7. Hypothesis Testing Results

Hypothesis Among Variables Estimate t -Statistic Decision
Influence Coefficient
1 Contract > Performance 0.569 7311 Significant
2 Performance > Welfare 0.714 12.753 Significant
3 Performance > Employment 0.846 35.464 Significant
4 Contract > Welfare 0.236 3.191 Significant

Source: Processed Data
Note: t (0,05, 30)=1.697
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contract on the welfare level through
performance. The conclusion is there is
not direct effect between the contract
and the welfare and there is indirect ef-
fect the contract to the welfare.

The calculation result of r square
score showed that the r square perform-
ance scores were 0.335, meaning that
33.5% of the performance variation
could be be explained by the contract
variation, and 66.5% were described by
other variables which were not included
in the model. The r square scores of wel-
fare level were 0.76 meaning that 76%
of the welfare variation could be be ex-
plained by the performance variation,
and 24.5% were described by other vari-
ables which were not included in the
model. The r square scores of the
employee level were 0.716 meaning that
71.6% of the welfare employee could be
be explained by the performance

variation, and 28.4% were described by
other variables which were not included
in the model.

Hypothesis Testing Results

The hypothesis testing result of the
relationship the variables is shown in
Table 7. Based on the calculation results
of pls testing in Table 7 which examined
the first hypothesis, which was the effect
of the contract on performance, it was
obtained tstatistik score at 7.311 and
1.697 ttable. Meanwhile, the score of the
estimated coefficient (B) was 0.569. So it
could be concluded that there was a sig-
nificant positive effect of the contract
variable on the performance, meaning
that the better the contract was, the better
the performance would be. In other
words, the higher the implementation of
the contract, the better result it would be,
giving a very positive impact on per-
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formance. Thus, the first hypothesis was
proven and accepted. The second hy-
pothesis which was the effect of per-
formance on the welfare level it was ob-
tained tstatistik score at 12.753 and
1.697 table. Meanwhile, the score of the
estimated coefficient (B) was 0.714. So it
could be concluded that there was a sig-
nificant positive effect of the perform-
ance variable on the welfare level, mean-
ing that the better performance was, the
better the welfare level would be. Thus,
the second hypothesis was proven and
accepted. The third hypothesis,which
was the effect of performance on the
employee’s recruitmant level, it was ob-
tained tstatistik score at 35.464 and
1.697 ttable. Meanwhile, the score of the
estimated coefficient (B) was 0.846. So it
could be concluded that there was a sig-
nificant positive effect of the perform-
ance variable on the employment, mean-
ing that the better performance was, the
better the employment would be. Thus,
the fifth hypothesis was proven and ac-
cepted.

The fifth hypothesis, which was the
effect of the contract on the welfare
level, it was obtained tstatistik score at
3.191 and 1.697 ttable. Meanwhile, the
score of the estimated coefficient ()
was 0.236. So it could be concluded that
there was a significant positive effect of
the performance variable on the welfare
level. In other words, the better the im-
plementation of the contract was, it
would give a very positive impact on
welfare level. Thus, the fifth hypothesis
was proven and accepted.

Conclusions and suggestions

Conclusion

The implementation of sharia prin-
ciples influences the performance of the
islamic banks in central java. The better
the implementation of sharia principles
in the islamic banks in central java is,
the better the performance of the islamic
banks in central java will be. The better
the implementation of sharia principles
with indicator of the better contract im-
plementation, the healthier investment
will result on its own. That is why, the
banks with small sharing principle will
likely to suffer a financial loss. This
finding is accordant abduh (2011) and
abduh, duasa, and omar (2011). By the
implementation of better contract will
result in healthy investment. The healthy
investment will bring a healthy perform-
ance. The implementation of sharia prin-
ciples influences the welfare of the is-
lamic banks’ employees in central java.
This finding is accordant suyanto (2007).
It can be concluded that there is a posi-
tive influence of the sharia implementa-
tion on the employees’ welfare as proven
in the previous hypothesis testing result,
which shows that the better implementa-
tion of the islamic sharia principles will
be a positive influence on the the islamic
banks’ employees’ performance. The
good performance influences the em-
ployees’ welfare. Therefore, a good per-
formance will provide a good welfare

anyway.

The influence of islamic banks’
performance in central java on the em-
ployees’welfare is very positive. Healthy
investment which has a positive influ-
ence on the performance of islamic
banks in central java, will lead to a posi-
tive influence on the employees’ wel-
fare. The good performance will result in
good sharing profit in islamic banks as
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well. The islamic banks’ performance
gives effects on employment which can
be concluded that there is a positive in-
fluence between the performance and the
employment. Theoretically, it is under-
stood that started from healthy invest-
ment yield for healthy sharing results,
which reflects good performance. (the
good performance has a positive influ-
ence on the employees’ welfare). The
employees’ welfare causes a positive
effect on employment because of feeling
of safety and comfort perceived by the
employees.

The influence of islamic banks’
performance in central java on the em-
ployee’s recruitmant is very positive.
Healthy investment which has a positive
influence on the performance of islamic
banks in central java, will lead to a posi-
tive influence on the employee’s re-
cruitmant. The good performance will
result in good sharing profit in islamic
banks as well. The islamic banks’ per-
formance gives effects on employment
which can be concluded that there is a
positive influence between the perform-
ance and the employment. Theoretically,
it is understood that started from healthy
investment yield for healthy sharing re-
sults, which reflects good performance.
Good performance makes islamic bank-
ing to be larger so it will needs more
employee so that it makes higher em-
plyoment.

The islamic banking institutions in
central java have implemented the prin-
ciples / values of sharia in carrying out
islamic banking institutions. This is
proven by the implementation of the
sharia values of in the implementation of
the contract / agreement between deposi-

tors as stated in bill no. 10/1989 article
1, paragraph 13 and article 1 paragraph
13 of bill no. 21/2008. The results of this
study prove that these provisions have
been implemented.

Suggestion

The results of this study indicate
that sharia principles have been imple-
mented by the islamic banks in central
java and their significant influences on
the performance, employees’ welfare
and employment as linked to the re-
search conducted by m. Suyanto (2007),
there is an increase in the welfare of the
islamic banks’employees. Because the
results of this study indicate something
positive for the islamic banks, therefore,
this condition should be maintained and
increased in the next.

The research results on the influ-
ence of sharia implementation on the
performance, employees’ welfare and
employment at the islamic banks in cen-
tral java show positive symptoms for the
education of the islamic world. The well
implementations of sharia principles
willl give a positive influence on the per-
formance, employees’ welfare and em-
ployment.

As expected, the better role of the
islamic banks in national economic de-
velopment is, it is worth that govern-
ments are supposed to increasingly pay
attention to the islamic bank as they do it
toward conventional banks, particularly
in facilitating their comprehensive needs
and regulatory requirements of islamic
bankings.
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Abstract

As the business competition environment changes rapidly, consumers’ preferences for
products or services also become different. Enterprises have to understand the important
factors involved in purchase decision making process in order to meet the needs of con-
sumers. This study is mainly intended to understand the influence of brand identity on
consumers’ perceived value and customer satisfaction and also to examine whether per-
ceived value has any mediating effect on brand identity and customer satisfaction. Struc-
tural equation modeling is applied while confirmatory factor analysis and path analysis
are also used to analyze and verify the relations between different variables. Convenient
sampling is employed to survey customers of chain coffee shops in the Chiayi area in
Taiwan. Statistical analysis is then performed on 329 valid questionnaire copies retrieved.
The results show that (1) brand identity has significant positive influence on perceived
value; (2) brand identity has significant positive influence on customer satisfaction; (3)
perceived value has significant positive influence on customer satisfaction; and (4) per-
ceived value has certain mediating effects on brand identity and customer satisfaction. It
is hoped that the outcome of study can serve as a reference for chain coffee shops to plan
marketing strategies when conducting brand positioning in order to solidify brand man-
agement and improve business performance.

Keywords: Brand identity, perceived value, customer satisfaction, structural equation
modeling
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Introduction

Consumers’ preferences for prod-
ucts or services change quickly and
businesses have to understand the impor-
tant factors involved in consumers’ pur-
chase decision making process. Kap-
ferer (1009) asserts that brand identity is
one of the most important factors in cor-
porate brand management. It plays a key
role in an enterprise’s decision of its dif-
ferentiation strategy to create brand eq-
uity (Joachimsthaler & Aaker, 1996;
Kotler, 1998; Keller, 1993; Kotler &
Keller, 2006). In marketing, brand iden-
tity has become a new development con-
cept. Aaker (1996) proposes that creation
of corporate value and conveyance of the
idea is a critical factor that may push a
company toward success. It is also an
important strategic guideline for an en-
terprise to develop its competitiveness
(Aaker, 2010; Lee & Overby, 2004; Kel-
ler, 1993; Graf & Maas, 2008; Woodruff,
1997; Flint, Woodruff & Gardial, 2002).
Ryu, Han & Kim (2008) believe that, in
marketing, value has to be viewed from
the angle of consumers if a company
wishes to have significant influence on
the market. As a consequence, many
scholars agree that perceived value, an
important variable in studying consumer
behavior when choosing products and
making pur-chases, is a factor that has to
be taken into consideration (Zeithaml,
1988; Dodds, Monroe & Grewal, 1991;
Mc- Dougall & Levesque, 2000; Aufahrt
& Franz, 2006). According to the back-
ground and motive of this study, the
main purpose is to examine (1) the influ-
ence of brand identity on consumers’
perceived value, (2) the influence of
brand identity on customer satisfaction
and (3) whether perceived value has any

mediating effect on brand identity and
customer satisfaction. It is hoped that the
outcome of study can serve as a refer-
ence for chain coffee shops to plan mar-
keting strategies when conducting brand
positioning to solidify brand manage-
ment and improve their business per-
formance.

Literature Review
Brand identity

Brand identity expresses the image
and reputation of an enterprise. Asker
(1996) points out that brand identity is
the creation, maintenance and enhance-
ment of brand positioning by the brand
strategy manager. Through positioning, a
brand exhibits its unique character in the
minds of consumers (Upshaw & Taylor,
2000). Roy & Banerjee (2007) think
brand identity is the positive impression
created in the minds of customers by an
enterprise during brand marketing. It in-
cludes a set of characteristics and ele-
ments that are adopted in the thinking
and execution of the manager of a brand
(Buil, Catalan & Martinez, 2016).
Schmitt & Simonson (1997) come up
with four multi-aspect viewpoints about
brand identity: (1) the property view-
point: the external design and internal
furnishing of a restaurant, the ordering
and dining areas, lighting equipment and
restrooms; (2) the product viewpoint:
names and descriptions of dishes on the
menu; the appeal, aroma and flavor of
the food; ingredients, nutritional facts;
and types of dessert and set menu; (3)
the presentation viewpoint: the internal
and external presentation of the enter-
prise, including the interior arrangement
of the shop, packaging for take-out items
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and employee performance; and (4) the
publication viewpoint: advertising con-
tents, company website, signs and pro-
motional activities inside the shop. The
abovementioned are adopted for the op-
erational definition of brand identity in
this study.

Perceived value

Consumers make their purchase
decisions according to their perceived
value. Creation of value and conveyance
of the idea is a critical factor and also an
important strategic guideline in estab-
lishment and maintenance of the com-
petitiveness of an enterprise (Wood-ruff,
1997; Aaker, 2010; Graf & Maas, 2008;
Lee & Overby, 2004). Sanchez, Cal-
larisa, Rodriguez & Moliner (2006) be-
lieve that perceived value is the com-
parison between perceived benefits and
sacrifices in the assessment process
(Walter, Ritter & Gemiinden, 2001).
McDougall & Levesque (2000) point out
that the result or benefit derived from
comparison between the gain and total
cost is a kind of perceived value. Value
is the difference between the perceived
benefit and cost for consumers. This
definition is adopted as the operational
definition of perceived value.

Customer satisfaction

Customer satisfaction is a key indi-
cator extensively adopted by enterprises
when establishing their marketing strate-
gies (Ryu et al., 2008). Peterson & Wil-
son (1992) put forth the idea that cus-
tomer satisfaction is the result of cus-
tomers’ assessment of their expec-tations
and estimated benefits. Oliver (1997)
proposes that satisfaction is the emo-

tional feeling of customers about the
outcome of services they have exper-
tenced and rated. Therefore, customer
satisfaction can be regarded the percep-
tion of customers after weighing be-
tween the benefit and the price of a
product. The overall customer satisfac-
tion is the result of experience of con-
sumers purchasing a product or service
and the overall rating accumulated over
time (Anderson, Fornell & Lehmann,
1994). Spreng, Machenzie & Olshavsky
(1996) suggest that satisfaction means
satisfaction of customers’ needs. West-
brooks (1980) concludes that customer
satisfaction is the result from consumers’
comparison between the purchased
product and a former product. This defi-
nition is adopted as the operational defi-
nition of customer satisfaction.

Methodology

Structural equation modeling is
employed in this study to conduct em-
pirical analysis. SEM includes two parts,
the measurement model and the struc-
tural model. The former is applied to
conduct confirmatory factor analysis
(CFA) to understand the relations be-
tween the latent variables and the ob-
served variables while the latter is ap-
plied to explore the relations between the
latent variables. Path analysis is used to
study and analyze the results of inter-
influence between the variables. The re-
lations between different variables in the
model are tested with the Amos statisti-
cal software whereas demographic data
are analyzed with SPSS.
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Study Hypotheses

The relationship between brand identity
and perceived value

Cretu & Bordie (2007) point out in
their study that brand image has positive
influence on customer perceived value
and loyalty. Dodds et al. (1991) indicate
in their research that consumers use
brand names to search information and
reflect on the outcome, and quality per-
ception and perceived value are the re-
sults. Ryu et al. (2008) discover in their
study that the image of a restaurant has
significant influence on perceived value.
Therefore, it is inferred in this study that
brand identity has positive influence on
consumers’ perceived value and the fol-
lowing hypothesis is proposed:

H;: Brand identity has significant posi-
tive influence on perceived value.

The relationship between brand identity
and customer satisfaction

Duncan and Moriarty (1999) sug-
gest the biggest advantage in establish-
ing the brand image of an enterprise is
improvement of customer retention and
customer satisfaction. Park & Kim
(2009) explore the relations between
recognition of brand identity and con-
sumers’ purchasing behaviors and dis-
cover the brand identity of restaurants
has significant influence on consumers’
willingness to make purchases and visit
the restaurants again. Sondoh, Omar,
Wahid, Ismail & Harun (2007) indicate
in their study that positive brand image
can improve customer satisfaction and
influence loyalty. According to the
aforesaid literature, when consumers are

shopping, brand identity has positive in-
fluence on their buying tendencies.
Based on this, it is inferred in this study
that brand identity has influence on cus-
tomer satisfaction and the following hy-
pothesis is proposed:

H,: Brand identity has significant posi-
tive influence on customer satisfac-
tion.

The relations between brand identity,
perceived value and customer satisfac-
tion

Ryu et al. (2008) study the relations
between the image, perceived value and
customer satisfaction with regard to res-
taurants as well as the behavioral inten-
tions of consumers and conclude that the
image of a restaurant has significant in-
fluence on perceived value whereas per-
ceived value also has a significant effect
on customer satis-faction (McDougall &
Levesque, 2000). Malik (2012) suggests
that perceived value can have mediating
effects on perceived service value and
customer satisfaction. Clarkson et al.
(2008) think perceived value has a lot of
influence on customer satisfaction. Ac-
cording to the above, perceived value
can lead to mediating effects and will
influence the relationship between brand
identity and customer satisfaction. Based
on this, the following hypotheses are
proposed in this study:

Hj: Perceived value has significant posi-
tive influence on customer satisfac-
tion.

Hy. Perceived value has mediating ef-
fects on brand identity and customer
satisfaction.
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Study Design

Convenient sampling was adopted
and questionnaires were administered to
consumers at chain coffee shops in the
Chiayi area to collect information for
analysis. The seven-point Likert scale
adopted by scholars mentioned above
was also applied for data measurement.
First, a preliminary test was conducted.
The Cronbach’s o values of various
study aspects were brand identity 0.898,
perceived value 0.888 and customer sat-
isfaction 0.909, all larger than 0.8, and
the reliability of the questions was
deemed decent. 350 copies of the ques-
tionnaires were officially distrib-uted.
Among the ones retrieved, 329 copies
were considered valid and statistical
analysis was performed.

Results of Quantitative Analysis

Analyzed with descriptive statistics,
there are 166 males and 163 females,
making the sampling structure rather
even in gender distribution. In educa-
tional background, 178 people are col-
lege graduates (54.1%), followed by 76
senior high and vocational school gradu-
ates (23.7%), 44 people with master’s or
higher degrees(13.4%), and 29 people
with junior high school or lower educa-
tion (8.8%). The age groups of the peo-
ple surveyed include 110 people be-
tween 25 and 34 years of age (33.4%),
79 people between 35 and 44 (24%), and
66 people between 15 and 24 (20.1%).
Profession-wise, 73 of them are students,
(22.2%) making up the largest propor-
tion. In average monthly income, 86
people are without a fixed income
(26.1%), 69 people make between
NT$20,001 and 30,000 (21%), 62 people

earn more than NT$50,001 (18.8%), and
23 people have wages less than
NT$20,000 (7%).

Application of the Pearson’s cor-
relation coefficient to test brand identity,
perceived value and customer satisfac-
tion reveals the significance of correla-
tion p<0.01. Positive correlations exist
between different variables. Maximum
likelihood estimation is used with SEM
to estimate the relations between all the
variables and the equation automatically
generates a covariance matrix for calcu-
lation of the goodness of fit. To improve
the CFA model, questions B1, B2 and
B3 are removed and the CFA goodness
of fit of brand identity, perceived value
and customer satisfaction remains com-
pliant with the indicator and shows de-
cent content validity. In subsequence,
the structural equation models are tested
to confirm the SEM goodness of fit of
brand identity, perceived value and cus-
tomer satisfaction, as shown in Fig.1. x2
is 198.523 and df is 62. y*/df=3.202.
RMSEA=0.082. GFI=0.916; AGFI=
0.876; and CFI=0.949. Overall, the SEM
goodness of fit complies with the normal
goodness-of-fit indicator, suggesting the
model goodness of fit is decent. There-
fore, no modification is needed, as
shown in Table 2.

As shown in Table 3, the results
of verification using path analysis indi-
cate that the value of path coefficient f3
of brand identity—>perceived value is
0.576 and p<0,001. In other words, the
influence of brand identity on perceived
value achieves significance, and H; hy-
pothesis is valid. Brand identity has sig-
nificant positive influence on perceived
value. Meanwhile, the value of path co-
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efficient § of brand identity —=>customer
satisfaction is 0.164 and p<0,001. There-
fore, the influence of brand identity on
customer satisfaction achieves signifi-
cance. This means H, hypothesis is
valid, and brand identity has significant
positive influence on customer satisfac-
tion. Next, the value of path coefficient 3
of perceived value —>customer satisfac-
tion is 0.741 and p<0,001, indicating that
the influence of perceived value on cus-
tomer satisfaction also achieves signifi-
cance. Hence, H; hypothesis is valid and
perceived value has significant positive
influence on customer satisfaction. Tests
are run to find out whether perceived
value has any mediating effect on brand
identity and customer satisfaction. First,
the effect of independent variable BI on
mediator variable PV is examined and
p<0.001; significance exists. Next, the
effect of independent variable BI on de-
pendent variable CS is checked and
p<0.001; significant influence is there.
At the same time, the effect of PV on CS
also achieves significance. The direct
effect of brand identity on customer sat-
isfaction, BI=2>CS, is 0.179 while the
indirect effect is 0.465 (0.713*0.652).
Since the test indicates the effect of BI
on CS is significant, perceived value has
certain mediating effects. Based on this,
H, hypothesis is valid; perceived value
has mediating effects on brand identity
and customer satisfaction.

After analysis of the data estab-
lished as mentioned above and verifica-
tion of the procedure, the results of this
study include the following: (1) Brand
identity has significant positive influence
on perceived value. (2) Brand identity
has significant positive influence on cus-
tomer satisfaction. (3) Perceived value

has significant positive influence on cus-
tomer satisfaction. (4) Perceived value
has certain mediating effects on brand
identity and customer satisfaction.

Conclusion and Discussion

The empirical analysis performed
in this study confirms that brand identity
can help businesses develop brand im-
pressions in consumers when it is taken
into consideration in brand positioning
and it can also allow businesses to show
their differences from their competitors
to influence perceived value and cus-
tomer satis-faction directly. The out-
come coincides with the conclusion of
Martenson (2007) on the importance of
understanding brands from the angles of
customers. Businesses need good cus-
tomer satisfaction to prosper. Brand
identity can help establish close relations
between consumers and a business.
Therefore, the marketing strategies of
chain coffee shops have to include vari-
ous items associated with brand identity,
such as use of modern equipment, good
menu contents and richness of design,
decent product packaging design, em-
ployees’ considerate service, fine adver-
tising design and CIS design, and so on.
They must be able to enhance brand im-
age to improve customer satisfaction. It
is proven in this study that perceived
value is an important factor when con-
sumers make purchasing decisions.
Similarly, Ryu et al. (2008) also con-
clude that value can have significant in-
fluence and its effect on customer satis-
faction is significant (McDougall &
Levesque, 2000). This study proves that
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Table 1. Study Variables and Measurement

Study Vari- Variable Measurement Source of Cronbach’s Mean
ables Reference o
B1. The appearance of this coffee shop makes 5.63
me want to go in and get some coffee.
B2. The furniture and décor in this coffee shop 5.54
attract me to go in and get something to eat.
B3 This coffee shop has modern equipment. 5.72
B4. There are different kinds of food listed on 5.64
the menu of this coffee shop.
BS5. The food served in this coffee shop is very ] ) 5.54
Brand Iden- delicious. Witkowski,
! . . . Ma & Zheng 0.898
tity B6. This coffee shop provides pretty napkins 4.81
and placemats and the take-out items are beau- (2003)
tifully packaged.
B7. The employees of this coffee shop are po- 5.60
lite.
B8. This coffee shop is modern-looking. 5.49
B9. The ads for this coffee shop are well de- 5.37
signed.
B10. The brand name of this coffee shop 5.34
sounds nice.
P1. This coffee shop gives good value for the 4.93
price you pay.
Percelved  —B5 The overall value is high when I dine in 0.888 4.89
Value this coffee shop. '
P3. The dining experience in this coffee shop 5.08
is worth the money. Ryu et al.
: —— (2008)
S1. It is pleasant to dine in this coffee shop. 5.37
C S2. Overall, I feel satisfied when dining in this 5.06
ustomer 0.909
Satisfaction coffee shop. .
S3. I am in a good mood when dining in this 5.10

coffee shop.
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chi-square=198 523 degree of freedom=62
normed chi-dquare=3.202
GFl=.916 AGF|=.876 CFl=.949
RMSEA=.082

Fig.1 The structural equation modeling goodness of fit for Brand Identity,
Perceived Value and customer satisfaction
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Table 2. Structural Equation Modeling of Brand Identity, Perceived Value and Customer Satisfaction

zzg‘gn‘zfsssfé‘f‘i . SEM Goodness-of-Fit Indicator  Models in This Study
v (df) The smaller the better 198.523 (62)

v’/ df 1~5 3.202

RMSEA <0.08 0.082

AGFI >0.9 0.876

CFI >0.9 0.949

GFI >0.9 0.916

TLI(NNFI) >0.9 0.936

Source: Arranged for this study

Table 3. Path Coefficients and Unstandardized Coefficients of Brand Identity, Perceived
Value and Customer Satisfaction

Path Path Coeffi- P Estimate S.E. C.R.
cient
Brand identity = perceived value 0.576 sk 0.713 0.078 9.136
Br?nd '1dent1ty —> customer satis- 0.164 sk 0.179 0.056 3.194
action
P;:rcepved value = customer satis- 0.741 sk 0.652 0.052 12.663
action

Note*** Table p< 0.001
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through the mediating effects of the per-
ceived value of consumers, chain coffee
shops can have better results when mar-
keting their products as well as improve
customer satisfaction to achieve brand
positioning by strengthening their brand
management to upgrade management
performance.
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Abstract

Organizational Citizenship Behavior (OCB) behavior is important to create good
performance of organization in achieving competitive advantage. OCB de-
fines as a feeling of belonging organization and being responsible to advance and
maintain the performance of organization through positive action beyond the
formal role as an employee. Some researchers have examined several important factors
affecting OCB. This study aims to examine some factors affecting OCB such as work
satisfaction, knowledge sharing, and Islamic work ethic. The sample used in this
study was the employees in government bureaucracy related to public service in
Semarang consisting of 100 participants. The sample was choosen using non-prob-
ability (not random) of purposive sampling method based on consideration of those
who have become permanent employees and have been working more than 5 years.
The data were collected by employing survey method through open and close
questionnaire, and interview. The data were analyzed using Partial Least Square
Software. The findings of this study showed that there is significant effect between
knowledge sharing and OCB, while Islamic work ethic also has significant effect on
OCB.

Keywords: Knowledge sharing, Islamic work ethics, Innovation capability,

Performance
Introduction which in turn, will bring a good per-
formance of the organization. OCB has
Organizational Citizenship Be- become important construct in the field
havior (OCB) is an important behavior of organizational behavior and man-
to realize the performance of the unit, agement, so it gets a lot of attention as
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a topic of research and literature, since
it is proposed by Organ (1988). Ac-
cording to Organ (1988), OCB is an
important factor that has contributed to
the sustainability of the organization.

Despite the growing interest in
researching OCB, most research is
conducted outside Indonesia and fo-
cused on organizational justice, organ-
izational commitment, leadership, and
personality factors. The study on the
OCB in Indonesia needs to be imple-
mented and linked to the condition of
Indonesian society in general. In addi-
tion, a research on the OCB for em-
ployees who work in universities needs
to be done. It is because the increase of
important role of supporting staff to
ensure the smooth operation of lectures
at universities.

The study on OCB was con-
ducted by Dickinson (2009). It is a
study on the effect of employee atti-
tudes namely job satisfaction, relation-
ships with board of leader, perceptions
of justice received, organizational
commitment, job stress, and stressful
outside of work; on the extra role be-
havior or OCB. The result showed that
there was a positive and significant
correlation between the relationship
with board of leader, organizational
commitment, and job stress with the
OCB. While job satisfaction, percep-
tions of fairness and stress outside
work do not have a significant correla-
tion with OCB. Chiboiwa et al. (2011)
conducted a study to evaluate the level
of job satisfaction and OCB in several
organizations in Zimbabwe, the results
showed that job satisfaction had
greater intrinsic effect on OCB and
performance than the extrinsic one.
Paramita (2009) conducted a study on
the contract employees at the Dipone-

goro University. Based on the research
results, it can be concluded that job
satisfaction and organizational culture
have positive significant effect on the
motivation of employees working on
contract, while the motivational factor
also has significant positive effect on
OCB of the employees. Several factors
affect the OCB include job satisfac-
tion, reward, organizational climate
and Islamic work ethics.

One of the most important fac-
tors to improve OCB is Islamic work
ethic. Islamic work ethic is defined as
a set of values or belief systems of the
Qur'an and the Sunnah about the work.
Islamic work ethic gives a good influ-
ence on someone behavior in the work
because it can provide a stimulus for
positive work attitude. Positive work
attitude allows a favorable outcome
such as hard work, commitment and
dedication towards work and other
work attitude, which of course, can
benefit for the individual and the or-
ganization (Yousef, 2001).

If employee gets what is ex-
pected or desired, he will be satisfied
and feel that such work really mean to
him. The result of satisfying work will
have an impact on the employee to
continue to provide the ability and to
be in the organization. This shows that
Islamic work ethic can drive satisfac-
tion, commitment and continuity of
work (Yousef, 2001; Marri et al, 2012)
and as a result, it can decrease em-
ployee turnover rates.

The Islamic work ethic regards
the aim of working not just to finish
the job, but to encourage the growth of
the balance of personal and social rela-
tionships (Ali, 2001). This is important
because Islamic work ethic not only
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provides benefits to individuals who
adhered to the principle, but also gives
effect on the overall work environ-
ment. When linked with organizational
behavior, organizational citizenship
behavior is someone behavior to work
outside the formal duty. Individuals
will also be volunteered to help and do
the work outside the job description
which has been set. From this, it can be
seen that Islamic work ethic can lead
to job attitudes of organizational citi-
zenship behavior.

Literature Review
Innovation Capability

Innovation is an organizational
capability that is very important, be-
cause the success of the new product is
a trigger of growth and give impact on
the increase in sales, profits, and
strength of competition for many or-
ganizations (Pauwels, Silva-Risso,
Srinivasan, & Hanssen, 2004; Sivadas
& Dwyer, 2000). Some research find-
ings agree that there is a direct and
positive correlation between innova-
tion and superior performance (Baker
& Sinkula, 1999; Calantone, Cavusgil
& Zhao, 2002; Han, Kim, & Srivas-
tava, 1998; Hult, Hurley, & Knight,
2004; Hurley & Hult, 1998; Keskin,
2006; Panayides, 2006; Thornhill,
2006). Hults et al. (2004) describes
innovation as a process, product and
organization of new ideas. Innovation
is defined as a process that starts with
an idea, an out growth findings and
results of introduction of products,
processes and new services in the mar-
ket (Thornhill, 2006). The impact of
innovation on performance has been
tested intensively by some research
today and the results showed signifi-
cant effects.

Huang and Li (2008) in their
study state that knowledge manage-
ment affects innovation performance.
The same result is also found in Mon-
ica Hu et al (2012), it is stated that
there is a positive correlation between
the sharing of knowledge and innova-
tion. The study by Liao Li-fen (2006)
explains that there is positive effect of
knowledge sharing activities on the
increase of organizational innovation.
Furthermore, Rofiaty (2012) also con-
cludes that knowledge sharing has a
positive effect on innovation. Nonethe-
less, the results of the study by Sarah
et al (2008) explained that knowledge
sharing does not affect innovation.

Organizational Citizenship Behavior
(OCB)

Organizational citizenship be-
havior (OCB) is a cooperation and as-
sistance to each other to support the
social and psychological relationship
to the organization. This includes sup-
porting the company's public image,
acting wisely so that organizations can
avoid and solve problems, offering
ideas outside the responsibility of the
job, attending a function voluntarily
for the benefit of the organization, and
following any new developments in
the organization (McShane & Von
Glinov, 2010). OCB in the form of ex-
tra-role behavior is different from in-
role behavior that is generally consis-
tent with the job description of em-
ployees. If the in-role behavior of the
employees will be given either award
or punishment, so, extra-role behavior
does not deal directly with the award
that will be obtained, so that the OCB
concerns directly with the behavior in
the employee's personal. When an em-
ployee performs OCB, then he will
feel satisfaction, but if he does not do
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so, the employee will not get punish-
ment (Pratiwi, 2012). There are seven
dimensions of OCB according to Pod-
sakoff (2000). First, Helping Behavior,
it is employee behavior which helps
co-workers or avoids the occurrence of
work-related problems. Second,
Sportsmanship, it is a desire to tolerate
work that cannot be avoided or dis-
turbed without exception. Third, or-
ganizational loyalty, it is to promote
organization to outsiders, protect and
defend the organization against threats
from outside and remain committed
even in adverse conditions. Fourth,
Organizational compliance, it is inter-
nalization and acceptance of the rules,
regulations and procedures that exist in
the organization although without con-
trolling party. Fifth, Individual initia-
tive, it is behavior involved in the task,
the work for the survival of the com-
pany but more than what is expected or
on a voluntary level. Sixth, civic vir-
tue, it is the willingness to actively par-
ticipate in the organization, reveal
one's opinion about what the organiza-
tion's strategy should be followed,
monitor the company's environmental
threats and opportunities and look out-
side the organization to get the best
profit. Seventh, self-development, it is
voluntary behavior to improve the
knowledge, skills and abilities.

Islamic Work Ethics (IWE)

Islamic work ethic that comes
from sharia dedicates work as a virtue.
Social relationship in work is empha-
sized to meet one's needs and enhance
balance in social and individual life of
a person. Besides, the work is consid-
ered as a source of self-reliance and a
means of personal development (per-
sonal growth), personal honor (self-
respect), satisfaction and personal ful-

fillment (self-fulfillment). Islamic
work ethics emphasizes creativity as a
source of happiness and perfection.
Hard work is a virtue, and those who
work hard are more likely to advance
in life, and so that for the opposite
(Ali, 1998). Work value in Islamic
work ethic, revealed by Ali, (1998) is
derived from the intention (Accompa-
nying intentions) rather than the work
(work result). Individual affirm that
justice and kindness in the workplace
is a necessity for the welfare of the
people and no one has their wages de-
layed. Islamic work ethic states that
life without work is meaningless and
carrying out economic activities is an
obligation (Ali, 1998). Islamic Work
Ethic by Ali (2008) emphasizes that
work is more than personal enjoyment
economically, socially, and psycho-
logically. Islamic Work Ethic Islam is
an orientation that shape and influence
the engagement and participation of
market participants (workers) which
must be transparent, responsible, and
committed to serve the public interest
without jeopardizing the welfare of the
other actors or the public. The study
conducted by Yousef (2001) demon-
strates the great commitment to work
as the influence of the Islamic Work
Ethics. By applying Islamic Work Eth-
ics in the workplace, it can improve
employees' organizational commit-
ment. Employees who feel their or-
ganization goes according to ethics
will improve their organizational
commitment which in itself makes
employees want to spend his ideas (in-
novation) in order to develop the or-
ganization. There are many studies on
the effect of Islamic work ethic to-
wards organizational outcomes such as
attitude, commitment, satisfaction, per-
formance, innovation and OCB. One
of them has been by done Ali et al.
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(2013); Zaman et al. (2012); Alhyasat
(2012), Yousef (2000). The study con-
ducted by Kumar and Rose (2010;
2012) concludes that Islamic work
ethic is positively correlated to the
ability of public sector innovation in
Malaysia. The study by Ali and Al
Owaihan (2008) concludes that the
implementation of Islamic work ethic
results in high performance. The study
by conducted Yesil et. al (2012) in
Turkey concludes that the Islamic
work ethic affects the ability of inno-
vation and company performance. The
study conducted by Abbasi et al.
(2012); Awan and Akram (2012) con-
cludes that the Islamic Work Ethic af-
fects the ability of organizational inno-
vation.

HI: Islamic work ethic has a significant
effect on OCB

H2: Islamic work ethic has a significant
effect on innovation capabilities

Knowledge Sharing

Knowledge Sharing or Accord-
ing to Lin (2007) is defined as the cul-
ture of social interaction that involves
the exchange of employee knowledge,
experience, and skills through all parts
of the organization. Individually,
Knowledge Sharing can be words or
speech to co-workers to help them in
order to make things better, faster or
more efficiently. For organization,
Knowledge Sharing is the process of
capturing, organizing, reusing and
transferring experiences based knowl-
edge in the organization and make it
available to those who are in the or-
ganization. Knowledge Sharing can be
summarized as the process of dividing
or channeling knowledge in the form
of knowledge, experience, and skills,

in various ways through a process of
either direct or indirect communication
among employees. Aspects of the
Knowledge Sharing Behavior accord-
ing to Van den Hoof & De Ridder
(2004) are, providing knowledge
(knowledge Donating), it is to distrib-
ute or disseminate knowledge or capi-
tal intellectual to others that involves
communication among individuals,
and gathering knowledge (knowledge
collecting), it is is to find / gather
knowledge or intellectual capital
through consultation with others.
Rehman, Mahmood, and Salleh (2011)
concludes that the employees and the
parts of the organization cannot sur-
vive without communication, which
will help to collect and acquire knowl-
edge, and then increase the level of
confidence as another crucial factor for
Knowledge Sharing.The study con-
ducted by Kumar and Rose (2010;
2012) concludes that the knowledge
sharing has a significant effect on the
ability of innovation. Srivastava and
Bartol (2006) also conclude that the
knowledge sharing has significant ef-
fect on performance. Huang and Li
(2008) in his study states that the
knowledge management affects inno-
vation performance. The study by
Monica and Hu et al (2012) find a
positive correlation between knowl-
edge sharing and innovation. The study
by Liao Li-fen (2006) explains that
knowledge sharing affects innovation
capability.

H3: Knowledge sharing affects OCB

H4: Knowledge sharing effects innova-
tion capability

Methods

Sample
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The sample in this study is all
employees of public service organ-
izations in Central Java consisting of
125 respondents. The sampling tech-
nique uses purposive sampling method
by the criteria of having work period
of more than 5 years.

Data Collection

The data collection is done by
using a questionnaire distributed to
selected respondents by giving due for
2 weeks to return the questionnaire.
The questionnaires returned and worth
to be analyzed are as many as 100
questionnaires.

Measurement

Islamic work ethic variable is
measured by four indicators by Abbas
(1995), i.e., dedication, work well,
work creativity and cooperation. Shar-
ing knowledge is measured by using
four indicators of giving knowledge
training, effective knowledge sharing,
giving personal knowledge to other
employees, and giving knowledge
through informal discussions. OCB is
measured by using four indicators, i.e.,
willing to assist the work to others,
help others when a problem is found,
never complained, and follow the
change. Innovation capability is meas-
ured by using indicators of generating
a lot of ideas, taking a long time to
produce new ideas, actively generating
new ideas,

Results
The description of respondents’
profile showed the respondents in this
study either males or females had bal-
anced proportion. This is because in
public service, the roles of males and

females were relatively the same. Con-
sidering from the age composition, the
majority of them aged between 20 — 29
(49%), while the rest 47% were above
30 years old and under 50 years old.
This indicates that their majority was
included in the category of productive
period and was still active in conduct-
ing public service. Most of them were
undergraduate bachelor. The most pro-
portion of work length on public ser-
vice is between 0 — 9 years, meaning
that the respondents were dominated
fresh employees. For more detail, see
Table 1 below.

Based on the computation of
the average score and standard devia-
tion, all of the variables resulted aver-
age score more than 3. If the index was
made by dividing the criteria into three
intervals namely good, fair, and poor,
so the variable of Islamic work ethic
(IWE) could be included into good
category, which means that the imple-
mentation of IWE in public organiza-
tion has been implemented well. The
implementation of knowledge sharing
also has been implemented well, which
means that there has been the process
of knowledge sharing among the em-
ployees. The availability of employees
to implement extra work outside for-
mal standard has been good which is
shown from the average the average
score is included into good category.
The innovation capability in public
service also has been implemented
well. Table 2 shows the average score
and standard deviation of each vari-
able.

The Result of Validity Test
The validity test was conducted

by using convergent validity method
through partial least square (PLS)
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Table 1. The Description of Respondent’s Profile

Variable Percentage
Sex
Male 51
Female 49
Age
20-29 49
30-39 27
40-49 20
Above 50 4
Educational Degree
D4 5
S1 95
Work Length
0-9 40
10-19 17
20-29 28
30-39 15

Source: Analyzed Data

Table 2. The Average and Standard Deviation

Variable Average Standard Deviation
Islamic Work ethic 4.4 0,38
Organizational Citizenship Be-
haviour 3.8 0,46
Knowledge sharing 4,07 0,41
Innovation capability 3,8 0,48

software. Convergent validity is a
measurement model which describes
the correlation between indicator and
its latent variable. The result of analy-
sis in this step was outer loading score

of each indicator, where all of the indi-

cators were valid if they scored 0,5 or

more (Ghozali, 2008). Factor loading
score of the analysis result is on Table
3.
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Table 3. The Result of Convergent Validity Test

Islamic
Work Ethic

Innovation
capability

Knowledge

Sharing OCB

EKIl  0,837725
EKI2  0,875593
EKI3  0,875858
EKI4  0,937349

KIl1
KI2
KI3
KI4

0,857971
0,830155
0,881670
0,845999

KS1
KS2
KS3
KS4
OCBl
OCB2
OCB3
OoCB4

0,891367

0,902169

0,874237

0,935640
0,921944
0,880301
0,884217
0,849020

Based on the outer loading
score on Table 3, all of the IWE indi-
cators were valid because the factor
loading scores were more than 0,5. The
same is true with the variables of
knowledge sharing, OCB and innova-
tion capability, where all of them re-
sulted factor loading score more than
0,5. This shows that each indicator
could measure their variables. The
measurement of discriminant validity
in this study was through comparing
the score of Average Variance Ex-
tracted (AVE) with AVE root score.
The AVE root score had to be higher
than the AVE score in order to be able
to fulfill the criteria of discriminant
validity (Ghozali, 2008). The scores of
AVE and AVE root for each variable

can be seen on Table 4, while to see
the scores of correlation and cross
loading between one variable to an-
other, it can be seen on Table 5.

Based on the results of AVE,
AVE root, and correlation, it could re-
sult the score of AVE root higher than
the correlation score of the variable
with other variables resulted. There-
fore, it can be concluded that each in-
dicator has fulfilled the requirement of
discriminant validity.

The Result of Reliability Test
The reliability test of the instru-

ment was measured using composite
reliability. Composite reliability could

180

The International Journal of Organizational Innovation Vol 10 Num 2 October 2017



be seen from the score of internal con-
sistency which was produced from the
output of SmartPLS. The reliability
score must result score 0,7 or higher

(Ghozali, 2008). In detail, the score of
composite reliability from each vari-
able employed in this study can be
seen on Table 5 as follow.

Table 4. The Scores of AVE and AVE Root

Variable (AVE) AVE Root
Islamic Work Ethic 0,778549 0,882354
Knowledge Sharing 0,812038 0,901132
OCB 0,781896 0,884249
Innovation capability 0,729582 0,854156

Table 5. The Correlation Scores between Latent Variables of Measurement Model

Islamic Work Innovation Knowledge Shar-

Ethic capability  ing OCB
Eﬁﬁgic Work 1 500000
]I;ilﬁi’yvaﬁon “aPa= ,599783 1,000000
E‘;Wledge Shar- - 438749 0,517878  1,000000
OCB 0,459511 0,585484  0,435889 1,000000

Table 6. Composite Reliability of Each Variable

Variable

Composite Reliability

Islamic Work Ethic
Knowledge Sharing
OCB

Innovation capabil-
ity

0,933509
0,945266
0,934758

0,915158

Based on the result of reliabil-
ity test, all of the variables in this study
resulted more than 0,7, so that it can be
concluded that all of them had good
reliabilities.

The Result of Inner Model

The result of inner model test
generally described structural model
namely the correlation among the la-
tent variables consisting of Islamic
work ethic, knowledge sharing, OCB,
and innovation capability. Besides, the
entire model also described measure-
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ment model consisting of the correla-
tion among 4 indicators of work ethic,
4 indicators of knowledge sharing
variable, 4 indicators of OCB variable,
and 4 indicators of innovation capabil-

& P4 .

w = [= [ =]

ity variable with their own latent vari-
able. The pathchart of the findings
from all model can be seen on the Fig-
ure 1 as follow.

Figure 1. Outer Models

The Result of Hypothesis Test

The hypotheses proposed in
this study were tested using significant
level (a)) of 5% (0,05). The score of t-
table for a 0,05 is 1,96, while the
score of t-count of t test can be ob-
tained by conducting bootstrapping to
each factor loading using SmartPLS
2.0. If the t-statistic is higher than the
t-table, the nul hypothesis is rejected
and the alternative hypothesis is ap-
proved; if the t-statistic is lower than
the t-table so the nul hypothesis is ap-
proved and the alternative hypothesis
is rejected.

Based on the test, the hypothe-
sis 1 test (H1) was supported, meaning
that there was positive significant ef-
fect of Islamic work ethic on organiza-
tional citizenship behaviour, which
was shown from the score of original
sample estimate 0,33, t-statistic score
(9,18) > tiapie (1,96). The hypothesis 2
test was supported, the score of origi-
nal sample estite was 0,35 and the t-
statistic score was (11,29) > tipie
(1,96), meaning that Islamic work
ethic had positive significant effect on
innovation capability. The hypothesis
3 test was supported , knowledge shar-
ing had significant effect on organiza-
tional citizenship behavior, the score of
original sample estimate was 0,29 and
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t-statistic score (6,43) > tipie (1,96).
Knowledge sharing also had signifi-
cant effect on innovation capability, so
that the hypothesis 4 was supported
with the score of original sample esti-
mate resulting 0,22 and t-statistic score
(5,07) > tiapie (1,96). The hypothesis 5
was also supported, organizational

citizenship behavior had significant
effect on innovation capability which
was shown from the score of original
sample estimate resulting 0,32 and t-
statistic score (8,60) > tipie (1,96).
Therefore, all of the hypotheses could
be supported.

Table 7. The Result of Hypothesis Test

Original T Statis- |Remark
Hip| Effect San% le tics
P ©) P | (|0/STER

R])
H1 |Islamic Work Ethic -> OCB 0,33 9,18 H1 Approved
H2 |Islamic Work Ethic -> Innovative Cap. 0,35 11,29 H2 Approved
H3 |Knowledge Sharing -~ OCB 0,29 6,43 H3 Approved
H4 |Knowledge Sharing -> Innovative Cap. 0,22 5,07 H4 Approved
HS5 |OCB -> Innovative Cap. 0,32 8,60 HS Approved

Discussion

The result of inner model test
showed that Islamic work ethic had
significant effect on organizational
citizenship behavior. This finding is in
line with the finding of the study
which was conducted by Alhyasat
(2012) and Zaman et al (2012) who
studied on the effect of Islamic work
ethic on OCB. The finding of their
study showed that it has positive
significant effect on OCB. This
finding is also in line with the study
which was conducted by Abbasi &
Rana (2012) that Islamic work ethic,
has an effect on OCB. OCB is
considered as one of the factors which
can direct a corporate toward success.
OCB is someone’s work behavior
outside his formal task so that
individual will voluntarily help and do

his job outside his administered job
description. The employee develops
the good behavior towards his co-
workers and organization more than
what he should responsible, so that it
can build teamwork for the importance
of the organization. Whereas, Islamic
work ethic also emphasizes coop-
eration in work, and discussion
(musyawarah) is considered as one of
the ways to solve problems so that it
can avoid mistakes. Social relationship
in a workpalce is much supported to
meet personal need and build balanced
individual’s life and social (Yousef,
2001). Employees who are able to
understand and implement the values
of IWE will have strong commitment
to implement jobs outside their formal
job and willing to help their co-
workers overloaded in job.
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Islamic work ethic has an effect
on innovation capability. The finding
is in line with the study which was
conducted by Ali et al. (2013); Zaman
et al. (2012); Alhyasat (2012), Yousef
(2000). The study which was con-
ducted by Kumar and Rose (2010;
2012) concluded that Islamic work
ethic has positive correlation on inno-
vation capability in public sector of
Malaysia. The study which was con-
ducted by Ali and Al Owaihan (2008)
concluded that the implementation of
Islamic values produces high perform-
ance. The study which was conducted
by Yesil et. al (2012) in Turkey con-
cluded that Islamic work ethic has an
effect on innovation capability and
corporate performance. The study
which was conducted by Abbasi et al.
(2012); Awan and Akram (2012) con-
cluded that IWE has an effect on or-
ganization’s innovation capability.

Knowledge sharing has sig-
nificant effect on OCB. This finding is
in line with the study which was con-
ducted by Lin (2008). According to
Lin (2008), the correlation between
Organizational Citizenship Behavior
and sharing knowledge behavior with
gender as a moderator in Taiwan con-
cluded that the 5 components of Or-
ganizational Citizenship Behavior
consisting of willingness to sacrifice,
politeness, awareness, sportsmanship
and civil policy have an effect on
knowledge sharing. The dimension of
willingness to sacrifice is stronger in
affecting the behavior of knowledge
sharing on females than males, while
sportsmanship and civil policy are
stronger in affecting the behavior of
knowledge sharing on males. Some-
one who is willing to share knowledge
with co-workers will tend to do OCB.
Knowledge sharing also has signifi-

cant effect on innovation capability.
This finding is in line with the study
which was conducted by Kumar and
Rose (2010; 2012) show concluded
that knowledge sharing has significant
effect on innovation capability. The
study of Srivastava and Bartol (2006)
also concluded that knowledge shar-
ing has significant effect on perform-
ance. Huang & Li (2008) on their
study concluded that knowledge man-
agement has an effect on innovative
performance. The findings are in line
with the study which was conducted
by Monica Hu et a/ (2012) who found
that there is positive correlation be-
tween knowledge sharing activity and
innovation. The finding also showed
that OCB has significant effect on
innovation capability. Employees
who are willing to sacrifice to con-
duct jobs outside their formal job de-
scription tend to have high innovation
capability.

Conclusion

This study examines the impor-
tance of IWE and knowledge sharing
factors towards the improvement of
OCB and organization’s innovation
capability. The finding showed that
IWE has significant effect on OCB and
innovation capability. Knowledge
sharing also has significant effect on
OCB and innovative capability. These
two variables can be considered as a
stimulant for management to improve
OCB and innovation capability of their
employees in their organization.

Managerial Implication
The finding showed that the
role of IWE and knowledge sharing is

very important in improving OCB and
innovation capability. Management
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must always strengthen the implemen-
tation of IWE values in their organiza-
tion through several spiritual rein-
forcements sustainably in order to be
conducted consistently by their em-
ployees. They also need to create at-
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Abstract

The purpose of this study is to analyze the potential impacts of personality trait and
job stress on career developmental satisfaction. As such, qualified lifeguards and life-
guard coaches from 18 cities in Taiwan were targeted as main research samples. Ac-
cording to the quota sampling method, 600 survey questionnaires were distributed and
529 valid ones were obtained with a high response rate of 88.2%. Through hierarchi-
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cal regression analysis, lifeguards’ background variables were found to be significant
predictors to their career developmental satisfaction with predictability power of 5%
(in model 1) and 8.4% (in model 2, hereafter Big Five Personality Model). It was
noted that the higher level of openness the lifeguards were, the higher their career de-
velopmental satisfaction was. On contrast, higher level of neuroticism would lead to
lower career developmental satisfaction. In model 3 of control background variables
and Big Five Personality Trait Model variables with the addition of job stress, these
variables were found to be significant predictors to lifeguards’ career developmental
satisfaction with predictability of 10.8%, implying that the higher job stress lifeguards
perceived would lower their career developmental satisfaction. The research hopes to
provide lifeguard-training authorities with useful guidelines and emphatically recom-
mends them to have sufficient understanding of lifeguards’ personality traits, work

stress, and career developmental satisfaction.

Keywords: Lifeguards, Personality Trait, Work Stress, Career Developmental Satis-
faction, Big Five Personality Trait Model

Introduction

Taiwan’s geographical characteris-
tics are uniquely surrounded by the sea
with particular water habitat diversity
and the total coastline length of about
1,566 km and the sea territory of ap-
proximately 170,000 square kilometers,
which is 4.72 times in comparison with
total land area. On elaborating this ad-
vantage, Liu et al. (2012) through con-
ducting a survey of Taiwan’s sport tour-
ism resources propose that sport tourism
resources in Taiwan can be based on the
integration of water sports activities and
sport tourism experience achieved
throughout coping with environmental
challenges to stimulate citizens’ en-

gagement in sport tourism activities.

Concerning the context of Taiwan with
abundant water and land resources espe-
cially in the northern and southern re-
gions, once these resources are effec-
tively exploited and utilized, Taiwan
will definitely be able to develop a wide
range of sports tourism activities as well

as the sports industry.

In water sport activities, in addition
to enjoying the fun and benefits of exer-
cise activities, potential emergencies and
dangers are the issues that require sig-
nificant attention. According to the
sports statistical report of Sports Affairs
Council, Executive Yuan in 2011, acci-
dental drowning or submerged deaths
accounts for 14.5% of total 100,000
cases of death (Ministry of Health and
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Welfare, Executive

2012). Therefore, in order to increase

Yuan, Taiwan,
citizens’ security when getting engaged
in water activities, swimming manage-
ment regulations have been put into va-
lidity from 2006, as being stated in Arti-
cle VII “Swimming pool operating
managers should in accordance with the
total area of the pool to configure suffi-
cient qualified lifeguards; simultane-
ously, the assigned lifeguards should
ensure their timely presence of execu-

tion endeavors.”

Additionally, on facing emergen-
cies, lifeguards are strongly required to
have not only a high degree of stress re-
sistance as well as adaptability abilities
in order to cope well with challenges in
the workplace but also site management
capability, satisfactory customer service,
professionalism, and appropriate atti-
tude. Due to these reasons, professional
lifeguard job has been considered of
great importance. Based on this premise,
Lin et al. (2008) through conducting a
thorough analysis of the negligence
categories of swimming pool drowning
accident cases in Taiwan using 44 judi-
cial criminal case judgments of swim-
ming pool drowning accidents from
January 1985 to August 1996 find that
main negligence faults can be catego-
rized into seven kinds which are life-
insuffi-

guard negligence, lifeguard

ciency, no warning signs, no life-saving

appliances, lack of facility, care and
duty negligence, and improper instruc-
tions. Among them, lifeguard negligence
accounts for the major part of 59.1%,
followed by lifeguard
(27.3%). Regarding the degree of being

guilty of these seven types of negligence

insufficiency

faults, lifeguard negligence is evaluated
highest at the value of 84.6%, followed
by lifeguard insufficiency (75.0%) while
the remaining types are perceived to be
of being 100% guilty. Hence, from these
data, it can be observed that lifeguard
job often get suffered from a generally

high degree of heavy workload.

For the operation of water activity-
related or indoor water activity indus-
tries, ensuring site security is the most
critical business principles; subse-
quently, the recruitment of lifeguards
with professional knowledge is consid-
ered even more important. On response,
many industries in recruitment processes
have widely adopted the Big Five Per-
sonality Trait Model as the basis for
staff recruitment test in order to under-
stand whether employees’ personality
traits and job characteristics are matched

(Vianen and Kmieciak, 1998).

In the extant literature, Big Five
Personality Trait dimensions have been
commonly acknowledged to affect indi-
viduals’ emotional intelligence (Fabio

and Palazzeschi, 2009), compressive
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strength (Lockenhoff et al., 2011), self-
efficacy (Caprara et al., 2011), job satis-
faction (Li et al., 2010; Ilies et al.,
2009), crisis decision (Jin et al., 2009),
job burnout (Lockenhoff et al., 2009),
turnover intention, and other work-
elated psychological characteristics.
Base on these premises, this study aims
to utilize the Big Five Personality Trait
Model in the field of lifeguard job to
sufficiently explore the potential impacts

of lifeguards’ personality traits.

Noteworthy, one of the main con-
cerns of organizational behavior is job
stress since it has been widely consid-
ered to have direct impacts on the or-
ganization and work performance
through triggering individuals to feel
uncomfortable, causing inevitable fail-
ures, giving-up intention, depression,
and other negative emotions which are
not conducive to individuals’ emotion at
work (Parker and Decotiis, 1983). Due
to these reasons, in various work situa-
tions, heavy job stress is assumed to in-
evitably exert directly negative impact
on individuals, which in turn makes
them generate job burnout feelings. This
idea has been supported in a wide range
of previous studies that individuals with
greater job stress will express higher job
burnout and turnover intention (Brewer
and McMahan, 2003; Ray, 1991). On
contrast, individuals with lower expo-

sure to job stress express lighter burnout

situations and turnover intention
(Mearns and Cain, 2003). It is noted that
from lifeguards’ concerns, job stress de-
rives from failure to acknowledge
needed organizational support, care and
other social support, which in turn
strongly causes them to leave the or-
ganizations or switch careers. Taking
this point, this study also attempts to
sufficiently explore the potential impacts
caused by job stress in the field of life-

guard job.

Montross and Shinkman (1981) be-
lieve that career developmental satisfac-
tion is the continuous process of devel-
opment of individuals during getting en-
gaged in their duties and roles through
work activities, being deeply reflected
through their psychology and physical
self-concepts as well as social interac-
tions, which in turn strongly effect their
own career choice and career adjust-
ment. Additionally, career developmen-
tal satisfaction has been defined as a fu-
ture time orientation including a wide
range of past and future planning which
exerts a direct relationship on employ-
ees’ overall life satisfaction (Moore,
1986). In line with this, Sherman and
Bohlander (1992) and Goodman and
Hansen (2005) prove that career devel-
opment satisfaction effectively mitigates
employees’ turnover intention while
positively strengthening employees’ mo-
rale. Further elaborating, Budd and
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Broad (1996) claim that employees’ ca-
reer development satisfaction can ulti-
mately improve their job satisfaction.
Therefore, sufficient understanding of
domestic lifeguards’ career development
satisfaction is expected to beneficially
provide guidance that help improve life-
guards’ willingness to stay and continu-
ous contributions to the organizations.
Taking this point, this study also at-
tempts to investigate lifeguards’ career

developmental satisfaction.

The Relationship between Personality
Traits and Job Stress

Tsai (2008) through conducting fo-
cus group interviews with employees
with more than 10 years of working sen-
iority in insurance companies to investi-
gate the relationships among personality
traits, job stress, and career development
finds that the biggest sources of stress
derives from the situations that employ-
ees cannot perceive their companies’
support and assistance. Accordingly, it is
assumed that personality traits can pre-
dict encountered job stress. In line with
this, Lee et al. (2009) by targeting ele-
mentary and junior school teachers in
Hualien County to examine the relation-
ships among background variables, per-
sonality traits, and job stress claim that
their overall personality traits tend to be

positive and personality traits can effec-

tively predict different kinds of job

stress.

In sum, the above literature has in-
dicated that personality traits exert pre-
dictive power on job stress. Based on
these premises, this study aims to ex-
plore the relationships between different

personality traits with job stress.

The Relationship between Personality
Traits and Career Developmental Satis-

faction

When individuals encounter job
stress, their subjective experience is per-
ceived as one of the key factors influ-
encing whether they can be able to work
under pressures and complete their tasks
or unable to cope with pressures as well
as get suffered. Therefore, sufficient un-
derstanding of whether individuals per-
ceive their own tasks have met each di-
mensions will efficiently help compre-
hending the critical factors affecting
employees’ turnover intention (Huang,
2009). Additionally, Wang (2007)
through exploring the correlations be-
tween nurses’ personality traits, work
values, job stress, and career satisfaction
suggests that nurses’ higher personality
trait of extraversion effectively enhance
their overall job satisfaction. Moreover,
Chen (2011) through conducting survey
questionnaires with 650 employees of

high-tech industries in Kaohsiung and
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Tainan to examine the relationships
among personality traits, career satisfac-
tion, job characteristics, and career man-
agement argued that job autonomy,
feedback perceived from the job, and job
rotation have significant mediating ef-
fects on the relationship between per-
sonality traits and career satisfaction.
Furthermore, Levy et al. (2011) through
targeting 684 professionals as the re-
search objects to explore the relation-
ships between personality traits and ca-
reer satisfaction indicate significantly
positive correlations between five major
personality trait dimensions and career
satisfaction. In other words, employees
with higher extraversion personality trait

will achieve higher career satisfaction.

In sum, the above-mentioned litera-
ture has suggested that five personality
trait dimensions exert certain predictive
power on career satisfaction. Taking this
point, this study aims to investigate the
correlations between personality traits

on career developmental satisfaction.

Relationship between Job Stress and

Career Developmental Satisfaction

In the extant literature, work stress
has been widely perceived to have cru-
cial impacts on career developmental
satisfaction, however, the correlation
between them is negative (Parasuraman
and Alutto, 1984; Jamal, 1990). In other

words, higher job stress will lower indi-
vidual’s career developmental satisfac-
tion and vice versa. Further elaborating,
Weiten (1998) argues that human reac-
tions when being suffered from all kinds
of pressure can be categorized into three
main dimensions of emotional re-
sponses, physiological responses, and
behavioral responses. In terms of emo-
tional responses, common phenomena
observed are sense of feeling troubled
and droopy, anger, anxiety as well as
sadness. On facing stress in work situa-
tions, individuals may produce emo-
tional exhaustion and irritation, which in
turn negatively affects their work per-
formance and prohibits them from ac-
complishing their tasks, being com-
monly referred as job burnout phenome-

non.

On support, Wu (2010) through
carrying out survey questionnaires with
600 employees of six high-tech compa-
nies in Hsinchu Science Park to investi-
gate the relationship between job stress
and career developmental satisfaction in
the high-tech industry presents that em-
ployees’ job stress and career satisfac-
tion are significantly correlated. Note-
worthy, different personal background
variables (e.g., age, working seniority,
highest educational background) express
significant differences on various types
of job stress (e.g., career prospects, fam-

ily factors, challenging requirements,
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workload, job characteristics, overall job
pressures). Additionally, high-tech in-
dustry personnel with different educa-
tional background also exert significant
differences on their career developmen-
tal satisfaction (e.g., administrative sup-
port, colleague interactions, physical
environment, overall career satisfaction).
Therefore, it is strongly expected that
job stress have explanatory power on

career developmental satisfaction.

In sum, it has been concluded
from the above studies that five person-
ality trait dimensions and job stress exert
certain influences on career develop-
mental satisfaction. Nonetheless, the ex-
tant literature has mainly focused on ex-
ploring health care and food and bever-
age industries as well as from targeting
managers’ perception to conduct inves-
tigations. There have been very few
studies investigating the field of life-
guards’ work, in which job stress plays a
critical role in determining their work
performance. Therefore, to fill in this
research gap, this study aims to provide
sufficient understanding of the factors
affecting lifeguards’ career developmen-
tal satisfaction since this will benefi-
cially help improve lifeguards’ work
performance and career satisfaction as
well as stimulate their willingness in
continuing their lifeguard job, conse-
quently significantly reduces potential

turnover intention

Method

Sample

In accordance with the research
purposes, this study targeted three Tai-
wan’s most famous associations in the
field, namely Chinese Taipei Water Life
Saving Association, The Red Cross So-
ciety of the Republic of China, and Chi-
nese Taipei Underwater Federation as
the research objects. Subsequently, a
total of 600 survey questionnaires were
distributed to qualified water-safety life-
guards and lifeguard coaches over 18
counties of Taiwan (excluding islands)
using the quota sampling method. After
eliminating incomplete responses and 17
questionnaires with random answers,
529 valid questionnaires were valid for
conducting data analysis, achieving a

high response rate of 88.2%.

Measurements

The questionnaire was divided into
four main parts. The first part aimed to
collect data regarding gender, age, edu-
cational background, and whether the
participants were swimmers or non-

swimmers.

The personality trait scale was pre-
sented in the second part. Based on
Horng (2009) and relevant literature in
the field, a total of 25 questionnaire

items were developed to measure five
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personality trait dimensions which were
openness (5 items), conscientiousness (5
items), extraversion (5 items), agree-
ableness (5 items), and neuroticism (5
items). Concerning reliability, the
achieved Cronbach’s o values for these
dimensions were 0.83 (openness), 0.89
(conscientiousness), 0.88 (extraversion),
0.90 (agreeableness), and 0.94 (neuroti-
cism). Additionally, the Cronbach’s «
value of the total scale was 0.88, indicat-
ing a very high internal consistency, thus

reliability for the scale.

In the third part, based on Huang et
al. (2013) and Lu (2011), job stress scale
was developed through three main di-
mensions of workload (8 items), work
obstruction (7 items), and role and pro-
fessional conflicts (5 items), being
evaluated using Likert five-point scale
ranging from

“strongly agree” to

“agree”, “no comment”, “disagree”, and
“strongly disagree”. The achieved Cron-
bach’s o values for these dimensions
were (.76 (workload content), 0.81
(working-hour load), 0.89 (work ob-
struction), and 0.87 (role and profes-
sional conflicts), respectively. Addition-
ally, the Cronbach’s o value of the total
scale was 0.92, indicating a very high
internal consistency, thus reliability for

the job stress scale.

In the final part, based on Green-
haus et al. (1990), a total five question-

naire items for measuring career devel-
opmental satisfaction scale were devel-
oped, being evaluated using Likert five-
point scale which ranged from “strongly

9 66

agree” to “agree”, “no comment”, “dis-
agree”, and “strongly disagree”. The
achieved Cronbach’s a value for the ca-
reer developmental satisfaction scale
was 0.92, indicating a very high internal
consistency, thus reliability for the ca-

reer developmental satisfaction scale.

Data Processing

The current study used hierarchical
regression analysis to analyze the data.
Hierarchical regression analysis is the
methodology that is based on multiple
variables put in block models to conduct
analysis for discovering the predictors
with significant explanatory power,
which is commonly referred to as the
hierarchical regression method with in-

put variable blocks (Chiou, 2006).

Accordingly, in this study back-
ground variables were set into the first
block, five personality trait dimensions
were set into the second block (hereafter
Big Five Personality Trait Model), and
job stress variables were put into the
third block. These block models would
be then tested for their explanatory
power on lifeguards’ career develop-

mental satisfaction.
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Results

Demographic Analysis Results

The demographic statistical analy-
sis was presented as in Table 1. Out of
529 respondents, 404 were male (76.4%)
while 125 were female (23.6%) and non-
swimmers accounted for 76.7% (406
respondents) in comparison with 23.3%
of swimmers (123 respondents). Regard-
ing age, 25 lifeguards (4.7%) were be-
tween 18 and 20 years old, 187 (35.3%)
were between 21 and 30 years old, 131
(24.8%) were between 31 and 40 years
old, 118 (22.3%) were between 41 and
50 years old, and 68 (12.9%) were above
51 years old. In terms of working type,
full-time lifeguards composed of 41.6%
(220 respondents) while part-time life-
guards accounted for 58.4% (309 re-
spondents). Concerning educational
background, 20 lifeguards were less than
junior high school level (3.8%), 173 had
high school educational level (32.7%),
318 respondents graduated from college
and university (60.1%), and 18 respon-
dents obtained master degree and above
(3.4%). Regarding monthly income, 22
(4.2%) lifeguards earned less than
US$660, 421 (79.6%) earned between
US$660 and US$990, and 86 (16.3%)
earned more than US$990. As for work-
ing seniority, 219 lifeguards (41.4%)
had been working under 3 years, 228
(43.1%) had working experience be-

tween 4 and 10 years, and 80 (21.7%)

had been working for over 11 years.

The Impacts of Lifeguards’ Back-
ground Variables, Personality Traits,
and Job Stress on Career Developmen-

tal Satisfaction
Through hierarchical regression
analysis, this study expected to respec-
tively analyze the impacts of lifeguards’
personality traits and job stress on their
career developmental satisfaction by se-
quentially examining three block predic-
tion models. The achieved results were
presented in Table 2 at the end of this
article. Accordingly, Model 1 indicated
that when being put into the models,
lifeguards’ background variables of
gender, swimmers Or non-swimmers,
age, working type, educational back-
ground, monthly income, and working
seniority exerted significant explanatory
power on their career developmental sat-
isfaction (R?=0.050, F=3.953, p<0.05).
Therefore, it was concluded that the
above background variables had signifi-
cant explanatory power on lifeguards’
career satisfaction.
Noteworthy,

developmental
when their educational
background was lower, their career de-
velopmental satisfaction would be

higher (B =-0.155, t = -3.376,
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Table 1.The demographic statistical analysis for lifeguards

variables groups n % variables groups n %
Male Under junior
404 764 high school 20 3.8
gender level
female high school
125 23.6 . educational 173 32.7
educational
% background le\ﬁel d
- © 123 233 co St 318 60.1
participated university
inswim  No master de-
teams 406  76.7 gree and 18 34
above
between 18 Below NT
and 20 years 25 4.7 $20,000 22 4.2
old
between 21 between NT
and 30 years 187  35.3 ﬁ%‘;ﬂg $20,001 and 421  79.6
old $30,000
age between 31 exceeded NT
& and 40 years 131  24.8 $30001 86 16.3
old
Between 41 1 th 3
and 50 years 118 223 css —than 219 414
old year
exceeded 51 between 4
years old 68 12.9 Llfegua}{ds and 10 years 228 431
seniori
_ fullime 220 416 Yooexceeded 11 gy 5
Working years
WPe arttime 309 584
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p<0.01). On contrast, higher monthly
income was found to better enhance ca-
reer developmental satisfaction (B
=0.136, t =-3.075, p<0.01).

In Model 2, five personality trait
dimensions (e.g., openness, conscien-
tiousness, extraversion, agreeableness,
and neuroticism) were included to test
their impacts on career developmental
satisfaction. It was observed that their
explanatory power on lifeguards’ career
developmental satisfaction reached sig-
nificant level (R*= 0.084, F= 3.944, p
<0.01) with an increase of 3.4% in ex-
planatory power in comparison with the
previous model ( A R2=0.034, A F=
3.782, p<0.01). Hence, it was proven
that the addition of five personality trait
dimensions could effectively promote
the model’s explanatory power. It was
noted that among these dimensions,
higher openness could lead to better ca-
reer developmental satisfaction (stan-
dardizing f=0.118, t=2.129, p<0.01)
whereas higher neuroticism would lower
career developmental satisfaction (stan-
=-0.092, t=-2.115, p<0.05).

Therefore, it was concluded that only

dardizing

openness and neuroticism dimensions of
personality traits exerted certain influ-
ences on lifeguards’ career developmen-

tal satisfaction.

In Model 3, job stress was in-

cluded for investigation. The analysis

results indicated its significant explana-
tory power on lifeguards’ career devel-
opmental satisfaction (R= 0. 147, F =
5.500, p<0.01) with a considerable in-
crease of 6.3% in explanatory power in
comparison with the previous model
(AR2=0.063, AF=9.398, p<0.01). The
results indicated that lifeguards’ back-
(e.g.,
background and monthly income) re-

ground variables educational
mained their significant explanatory
power on lifeguards’ career develop-
mental satisfaction. Regarding five per-
sonality trait dimensions, it was noted
that openness and neuroticism did not
reach significant explanatory power. In
sum, it was assumed that job stress had
significant explanatory power on life-
guards’ career developmental satisfac-
tion. Specifically, higher job stress the
lifeguards perceived would lower their
career developmental satisfaction (stan-
dardizing f=-0.166, t=-3.694, p<0.01).

Conclusion and Suggestion

Conclusion

The demographic analysis results
showed that part-time male lifeguards
who were non-swimmers and in the age
range between 21-30 years old, possess-
ing college/university educational back-
ground and working seniority between 4
and 10 years, and earned between
$US660 and $US990 for monthly in-
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come took account for the major part of

the total respondents.

Through utilizing hierarchical re-
gression analysis, three prediction mod-
els were sequentially investigated for
their explanatory power on lifeguards’
career development forecasts satisfac-
tion. Accordingly, Model 1 indicated a
significant explanatory power of 5% of
lifeguards’ background variables (e.g.,
educational background, monthly in-
come) on their career developmental sat-
isfaction. In Model 2, five personality
trait dimensions (e.g., openness, consci-
entiousness, extraversion, agreeableness,
and neuroticism) were proven to exert
significant explanatory power (8.4%) on
lifeguards’ career developmental satis-
faction. Noteworthy, higher openness
could stimulate better career develop-
mental satisfaction. Meanwhile, higher
neuroticism would inevitably lower ca-

reer developmental satisfaction. Finally,

Model 3 which included back-
ground variables, five personality trait
dimensions, and job stress for analysis
strongly claimed their significant ex-
planatory power (10.8%) on lifeguards’
career developmental satisfaction, which
in turn implied that lifeguards’ career
developmental satisfaction would be
considerably lower under higher job
stress.

Suggestion

This study finds that lifeguards who
do their lifeguard job with courtesy,
trust, friendliness, and are easy to get
along with other people or to help others
obtain higher scores in agreeableness
personality trait than other respondents.
On contrast, lifeguards with low neu-
roticism scores present different note-
worthy viewpoints. From their percep-
tion, lifeguards’ work and practices al-
ways face with emergencies which are
often about life and strongly require
them for immediate responses and ap-
propriate handling solutions. Due to this
negative personality trait, these kinds of
lifeguards will easier acknowledge ten-
sion, frustration, anxiety, and a lack of
sense of security, which in turn make
them to be unsuitable to get engaged in
the lifeguard job. Therefore, this study
proposes that the swimming pool life-
guard industries should conduct the per-
sonality trait tests on recruiting proc-
esses to ensure the chosen lifeguards are
appropriate. The lifeguards with high
neuroticism should be paid more atten-
tion to their work adaptability in order to
prevent both lifeguards and swimmers

from potential injuries.

In addition, the results achieved in
this study show that current lifeguards’
career developmental satisfaction is not
very high. It should be kept in mind that
lifeguards with higher openness express

better career developmental satisfaction
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whereas the ones with higher neuroti-
cism would inevitably exert lower career
In other

words, it can be concluded that when job

developmental satisfaction.
stress is higher, lifeguards’ career devel-
opmental satisfaction will considerably
decrease. Therefore, relevant industries
are strongly recommended to refer to the
above findings in order to choose the
lifeguards with higher openness person-

ality trait once conducting recruitment or
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Table 2. The hierarchical regression analysis of lifeguards’ personality traits and job stress on their career developmental satisfaction

) Model 1 Model 2 Model 3
Independent variables
Beta t p Beta t p Beta t p
Gender -.075 -1.713 .087 -.060 -1.378 .169 -.053 -1.252 211
SWHTITETS OF o= 057 -1285 199 _043 ~970 332 _.045 11.055 292
swimmers
age -.060 -1.116 265 -.047 -.866 387 -.025 -473 .636
working type .000 -.002 998 -.012 -279 780 .008 .180 .857
educational background -.155 -3.376%* .001 -.158 -3.476* .001 -.155 -3.490* .001
monthly income 136 3.075* .002 144 3.273* .001 115 2.680* .008
working seniority -.026 -.482 .630 -.037 -.690 490 -.043 -.837 403
openness 118 2.129%* .034 .100 1.853 .064
conscientiousness -.029 -.499 618 .000 .005 .996
extraversion .090 1.542 124 .078 1.369 172
agreeableness -.035 -.622 534 -.040 -714 475
neuroticism -.092 -2.115* .035 -.065 -1.392 164
job stress -.166 -3.694* .000
R’ 050 084 .108
F 3.953 3.944* 4.779*
P .000 .000 .000
AR’ 050 034 024
AF 3.953 3.782* 13.646%*
AP .000 .002 .000
* p<.01
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Abstract

Enterprises can advance core competence and reduce environmental uncertainly
through R&D alliances. Drawing on the theories of resource dependence and organ-
ization learning, this paper examines the performance of the firms in an R&D alliance
and if resource dependence and organization learning affect alliance performance.
The study also examines the performance of such R&D alliances with four dimen-
sions of a balanced scorecard. The research results show the members of R&D alli-
ance are satisfied with the achievements. And, there are positive correlations between
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resource dependence, organizational learning and the four dimensions of the balanced
scorecard. These results have important implications for researchers investigating the
effectiveness of R&D alliances as well as practitioners seeking to improve alliance

performance in R&D alliances.

Key Words: R&D alliance, resource dependence, organizational learning

Introduction

Alliances are formed between
two or more firms to attain strategic
objectives. The rationale behind
forming such alliances is that if rev-
enue, growth, cost or risk reduction
can be obtained through cooperation,
then there is no need to procure these
things internally by employing one's
own resources and energy. Alliances
are formed for several specific reasons,
such as entering new markets, reducing
manufacturing costs, and developing
and diffusing new technologies rapidly
(Walters, Peters, & Dess, 1994) . Seth
and Chi (2005) suggest that strategic
alliances can be thought of as real
options offered to alliance partners, as
they allow for purposive relationships
between firms that share common
objectives and strive for mutual
benefits (Albers, Wohlgezogen, &
Zajac, 2016). The emergence of new
global competitors coupled with the
convergence of high technology
industries and the increasing speed and
cost of technological development
prompts an increasingly more
uncertain environment for firms,
requiring them to be efficient, inno-
vative, and flexible. Many
organizations have found it highly
challenging to address these changing
conditions through acquisition or
internal technological development
alone. Thus, it is becoming
increasingly important for the
development of alternatives to internal

R&D ( Neill et al., 2001). Alliances
have increasingly been viewed as a key
means by which firms search for
opportunities and access resources to

engage in corporate entrepreneurship
(Heavey & Fox, 2016).

R&D and innovation
management have to operate in a
context of increasing complexity,
particularly enriched by emerging
technologies and new opportunities for
the transformation new business
models (Gauthier, 2014). The manage-
ment of R&D has changed throughout
the years, moving from an isolated
view to a more connected and complex
situation to handle. Most R&D
management research is composed of
some different sub-fields: agency costs
and ownership structure, new product
portfolio management, technological
innovation, R&D internationalization,
R&D capabilities, knowledge flows,
and new product development pro-
cesses. R&D alliances largely aim to
gain access to new and comple-
mentary technologies and to speed up
innovation or learning processes
(Dunning, 1995). This type of alliance
is characterized by high risk,
uncertainty, and a potentially high
payoff, which is a typical situation for
an exploration alliance. It is also
possible that international partners may
enter collaborative R&D arrangements
with a more deliberate learning
purpose to upgrade their global
competitiveness (Dunning, 1995) .
Porter and Fuller (1986) also argue that
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partnerships and collaborations are a
more rapid means of competitive
repositioning than internal devel-
opment and are less costly and more
flexible than mergers. Enterprises can
improve core competence and reduce
environmental uncertainly through R
& D alliances. However, not all
alliances are successful and success
rate of an alliance is not high; studies
(Lambe, Spekman, & Hunt, 2002) find
that as many as 70% of alliances are
not successful. Firms often spend more
time on optimizing the hard issues that
are typically easier to handle than the
“soft” issues. “Soft” issues such as
partner commitment, personal chem-
istry, subversive objectives or
misunderstood national or organ-
izational cultures are the core reasons
for failure and are all notoriously
difficult to manage (Bitran, 2002).
Where there is high asset specificity,
high levels of uncertainty, and frequent
transactions, managers will perceive
high levels of both performance and
relational risk that need to be
controlled by certain governance
effectively managed for their benefits
to be realized (Ireland, Hitt, and
Vaidyanath, 2002).

Most alliance studies focus on
international alliances (Narula, and
Dunning, 1998; Ahlstrom, et al., 2014)
and conceptualizations of performance
in the alliance literature seem
inconsistent and ambiguous (Robson et
al., 2008) . Managing alliances is
crucial for firms to gain competitive
advantage and create value with
strategic alliances (Ireland, 2002). The
purpose of this study is to investigate
the relationship between resource
dependence, organizational learning
and the performance of R&D alliance.
The performance measures are related

to four major managerial perspectives,
and are aimed at providing top
managers with a comprehensive view
of their business.

Theory and Hypothesis

Many researchers have criti-
cized what they perceive as an
overemphasis on achieving and
maintaining short-term financial results
that can cause a bias towards investing
in projects with short-term benefits and
leading to insufficient investments in
projects with long-term value creation,
particularly in the intangible and
intellectual assets that R&D projects
usually produce. To overcome this
obstacle, the Balanced Scorecard
(BSC) presents four other perspectives
that ensure a more balanced evaluation
of the project (Eilat, Golany et al.
2008). Adoption of various strategies
by firms also determines firm per-
formance. The balanced scorecard is a
strategic planning and management
system that is used extensively in
business and industry, government,
and nonprofit organizations worldwide
to align business activities to the vision
and strategy of the organization,
improve internal and external com-
munications, and monitor organization
performance against strategic goals
(Sharma, 2009). The balanced
scorecard (Kaplan and Norton, 1996)
is a model which integrates financial
and non-financial strategic measures. It
is different from other strategic
measurement systems in that it
contains outcome measures and the
performance drivers of outcomes,
linked together in cause-and-effect
relationships (Kaplan and Norton,
19964, p. 31; Kaplan and Norton,
1996b, p. 53). Kaplan and Norton
(1996, p.31) assume the following
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causal relationship: measures of
organizational learning and growth,
measures of internal business
processes, measures of the customer
perspective and financial measures.
The causal paths from the measure
indicators on the scorecard should be
linked to financial objectives. This
procedure implies that strategy is
translated into a set of hypotheses
about cause and effect (Kaplan and
Norton, 1996a, p. 30; Kaplan and
Norton, 1996Db, p. 65). The logic leads
to the first three hypothesizes:

Hla: Learning & Growth is positively
associated with Internal Business
Process

H1b: Internal Business Process is
positively associated with
Customer Performance

Hlic: Customer Performance is
positively associated with
Financial Performance

Resource dependence theory
has become one of the most influential
theories in organizational theory and
strategic management. Resource De-
pendence theory helps to explain how
organizations strive to reduce envi-
ronmental interdependence and uncer-
tainty through strategies that, at least
partially, enact their environment
(Gaftney, et al., 2013). Resource de-
pendence theory suggests that organi-
zations are open systems dependent on
contingencies in the external environ-
ment. The three key tenets of this the-
ory are: (1) the importance of an or-
ganization's ability to acquire and
maintain resources (tangible and intan-
gible) to its survival; (2) that the or-
ganization exists within a network of
organizations that affect access to and

the flow of needed resources; and (3)
that firms strive to reduce dependence
on other organizations (in terms of ac-
cess to resources) , while simultane-
ously trying to make other organiza-
tions more dependent on them (Par-
migiani, & Mitchell, 2009). Parmigiani
& Mitchell (2009) argued that concur-
rent sourcing of complementary com-
ponents becomes more common in two
cases: when firms have relevant
knowledge about the components in
conjunction with suppliers (interfirm
expertise) and more surprisingly,
within the firm (within-firm shared ex-
pertise). Moreover, Park, et al.,
(2002) examined interactions between
internal and external drivers of alliance
formation and argued that firms' use of
alliances as a mechanism to adapt to
market uncertainties is contingent on
internal resource conditions. Consider-
ing the above evidence, it is hypothe-
sized that:

H2a: The greater the extent of a firm's
resources dependence from the
alliances, the greater the
likelihood that it will enhance
learning & growth after joint the
alliances

H2b: The greater the extent of a firm's
resources dependence from the
alliances, the greater the
likelihood that it will enhance
internal business process after
joint the alliances

H2c: The greater the extent of a firm's
resources dependence from the
alliances, the greater the
likelihood that it will enhance
customer performance after
jointing the alliances
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H2d: The greater the extent of a firm's
resources dependence from the
alliances, the greater the
likelihood that it will enhance
financial performance after
Jjointing the alliances

Organizational learning is “a
CONsCcious Or unconscious process
affecting the organizational action that
contains its own factors by means of
knowledge acquisition, reaching the
knowledge and evaluating the know-
ledge with the help of organizational
memory,” ( Kalkan , 2006).

Researchers have defined
organizational learning as a change in
the organization’s knowledge that
occurs as a function of experience
(Fiol & Lyles, 1985). Organizational
learning also was captured in a
“learning cycle”. Learning processes
were rational from the perspective of
the organization — they were directed
toward performance improvement,
and, in the long run, could result in an
improved match between organi-
zational arrangements and
environmental constraints (Schulz,
2002).

The existence of skill
concentration across knowledgeable
firms creates a learning incentive for
synchronized sourcing of corres-
ponding components. Organization
learning is hard to be ignored in the
new economic age. Numerous studies
have shown that organization learning
has been established as an important
capability for achieving competitive
advantage (Brockman & Morgan,
2003; Fiol & Lyles, 1985). An
empirical study of Michna (2009)
showed an empirical relationship
between organization learning and

organizational performance. Ancona
and Caldwell (1992) found that new
product teams whose members were
from a more diverse set of functional
areas communicated more outside their
teams, which led to more creative
solutions. Firms learn from their
partners and improve firm benefits
from alliances. Whereas weak firms
may seek alliances to improve their
performance, strong performers may
enter into a partnership to leverage
some of their successes (Gulati, 1995).
The learning opportunities will be most
productive when the firms also have
strong knowledge transfer (Cohen and
Levinthal, 1990). Considering the
above evidence, it is hypothesized that:

H3a: The greater the extent of a firm's
Organization learning the greater
the likelihood that it will enhance
Learning & Growth after jointing
the alliances

H3b: The greater the extent of a firm's
Organization learning, the
greater the likelihood that it will
enhance internal business
process after jointing the
alliances

H3c: The greater the extent of a firm's
organization learning, the greater
the likelihood that it will enhance
customer performance after
jointing the alliances

H3d: H2d: The greater the extent of a
firm's organization learning, the
greater the likelihood that it will
enhance financial performance
after jointing the alliances
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Method

The dyads in our study
consisted of alliances between a steel
company and its partners. Case com-
pany is the largest integrated steel
maker in Taiwan. Steel industry in
Taiwan faces the threats of technical
bottleneck, industry shift-out, and high
labor cost. For the development of
domestic steel industry, Case company
determined to accelerate innovative
research for high value products. Nine
research alliances have been estab-
lished in 2006. Forty-seven companies
and seven research institutes
participated in these research alliances.
Case company hopes to cooperate with
the downstream customers to generate
mutual benefits and to help develop the
materials, helping to integrate
upstream, midstream, and down-
stream manufacturers in Taiwan. The
R & D alliance integrated and
effectively melded the existing
production-sales platforms of the
group members to maximize the
benefit of synergism. The alliance
developed a high-value-oriented
strategy of industrialization connection
with the core technologies, which was
for the time the leading one in Taiwan.

All the items are measured via
seven-point scales. All the model's
constructs are measured using
reflective indicators. Organizational
learning (OL) involves the acquisition
of information, dissemination of
knowledge, shared interpretation, and
organizational memory (Slater &
Narver, 1995). This construct was
measured using an existing scale
developed by Argyris, & Schon
(1978). Resources dependence was
measured using three items adapted
from Pfeffer and Salancik (2003) and

three items adapted from Yoshino and
Rangan (1995). We measured financial
performance adapted from Hultink &
Robben (1995) and Kaplan & Norton
(1996) , customer performance adapted
from Delaney & Huselid (1996) ,
internal business processes adapted
from Olson et al. (1995) and organi-
zational learning and growth adapted
from Sarin & Mahajan (2001).
Respondents were asked to rate their
opinion on several items of the
measurement scale (1 = completely
disagree and 7 = fully agree). Also, to
guarantee the content validity of this
scale, both literature review and
extensive discussions with academics
and practitioners during the pre-test
were carried out.

We chose the sample currently
engaged in R&D alliances of case
company and willing to participate in
our study as the research setting. The
research setting involved mail surveys
of R&D, production, and financial
managers from alliance companies. We
sent 350 questionnaires, 100 ques-
tionnaires were received in usable
form, representing a 28.57% response
rate. Among the questionnaires, the
majority of the respondents were
technology managers (46%) , followed
by managers with alliance respons-
ibilities (29%) , production managers
(21%). Table 1 illustrated the profile of
the sample firms. More than 90% of
the firms were aged between 21-50
years old. Nearly 61% of the firms had
more than 300 employees, 30% of the
firms have employees less than 200.
Most firms (81%) had capital less than
NTD 10 billion, 16% were above 100
billion. Most firm sales was less than
NTD 0.5 billion (32%) , followed by 1-
5 billion (29%) , 10-50 billion (21%) ,
and above 50 billion (16%).
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Results

This study used partial least
square (PLS) to test the hypotheses.
The PLS not only estimates
standardized regression coefficients, it
considers measurement errors, which
can then be sued to measure the
relationship between latent variables
(Wold, 1985). Additionally, the PLS
places minimal demands on sample
size and residual distributions (Chin,
1998) and is more confirmatory
research (Chin, 1998). We employed a
bootstrapping method to compute
significance levels.

The possibility of common
method variance regarding the self-
reported measure may also be a
concern. This study used the Harman’s
one-factor test (Podsakoff, Mackenzie,
Lee, & Podsakoft, 2003) to check the
potential problems of common method
bias, and the test results found that the
first factor captured only 25.03 percent
of the variables in the data, thereby
suggesting that common method bias
is not a problem. We first examined
the measurement model to evaluate
reliability, convergent validity and
discriminant validity before testing the
structural model. Table 2 shows the
loadings and cross-loadings of the
PLS. Individual item reliability can be
examined by observing the item-to-
construct loadings. In Table 2, all of
the factor loadings were greater than
0.707, suggesting an acceptable quality
of item reliability. Convergent
validity can be examined in terms of
reliability of constructs, composite
reliability, and AVE (average variance
extracted) (Fornell and Larcker, 1981).
The results show, Cronbach’s alpha
values ranged from 0.812 to 0.895 and
composite reliability scores all

exceeded 0.821. AVE scores of 0.5 or
above met the requirement of
convergent validity (Chin, 1998).

We assessed discriminant
validity in two ways. All indicators
loaded more highly on their own
constructs than on other constructs.
Second, for every construct, the square
root of the AVE of each construct
should exceed its correlation with any
other contract (i.e., inter-construct
correlations) (Fornell & Larcker,
1981). This study satisfied the
condition for all the constructs.

We examined the correlation
table (see Table 1) for evidence of
multicollinearity among exogenous
constructs. The correlation between
the exogenous constructs was 0.469.
To further test for multicollinearity,
this study performed the variance
inflation factors (VIFs) and they were
less than 3.59. The condition index in
all cases was within acceptable limits
and less than 3.92. It suggested that
multicollinearity was not a major
concern in our study.

The results of the structural
model testing are presented in Tables
2. Resource dependence and organ-
izational learning influenced signif-
icantly on all the four performance
indicators of balanced scorecards
except that resource dependence has an
insignificant effect on internal process
and organizational learning has an
insignificant effect on customer
performance and learning and growth
has an insignificant effect on customer
performance.

Additionally, this study

conducted a supplementary analysis by
replacing four performance indicators

211

The International Journal of Organizational Innovation Vol 10 Num 2 October 2017



Tablel: Descriptive statistics, reliabilities and the square root of AVEs

CR  |Cronbach’s alpha| Mean | SD RD | oL | L&G | 1BP CcpP FPf Employee | Capital | Sales
RD 0.889 0.812 5.027 | 0.074 | 0.853
oL 0.893 0.818 5413 | 0.067 | 0.469 | 0.858
L&G | 0935 0.895 5.390 | 0.053 | 0.544 | 0.590 | 0.909
IBP 0.912 0.854 5207 | 0.063 | 0.491 | 0.747 | 0.66 | 0.880
CP 0.928 0.883 5123 | 0.068 | 0.655 | 0.631 | 0.566 | 0.698 | 0.901
FPf 0.821 0.871 4.897 | 0.069 | 0.674 | 0.577 | 0.728 | 0.741 | 0.749 | 0.892
Age NA NA 545 | 0.107 | 0.066 | 0.157 | 0.024 | -0.006 | 0.035 | 0.042
Employee | NA NA 3.66 | 0.095 | 0.092 | 0.067 | 0.157 | 0.076 | 0.112 | 0.077 | 0.587 | NA
Capital | NA NA 412 | 0188 | 0292 | 0241 | 032 | 0268 | 0357 | 0.246 | 0470 | 0.763 | NA
Sales NA NA 2.58 | 0.172 | 0257 | 0.203 | 0.339 | 0.226 | 0.301 | 0.233 | 0.573 | 0.907 | 0.885 | NA
Variables Definition
CR Composite Reliability
NA NA: Not applicable
Off-diagonal elements are correlations between constructs
Diagonal elements are the square root of the AVE
Table 2: the results of PLs
Research Hypotheses Path Coeffi- | tvalue | p2
Resource Dependence -  Learning & Growth 0.351%* 3.276 0.447
Organizational Learning -  Learning & Growth| 0.426** 2.570
Resource Dependence - Internal Business 0.073 0.797 0.634
Organizational Learning —> Internal Business 0.226** 2.570
Learning & Growth >  Internal Business Proc- 0.305%** 2.750
Resource Dependence > Customer Performance 0.389%* 3.638 0.631
Organizational Learning - Customer Perform- 0.162 1.591
Learning & Growth -> Customer Performance 0.002 0.028
Internal Business Process ©  Customer Perform- | 0.387*** 3.854
Resource Dependence -  Financial Performance 0.226%** 2.570 0.766
Organizational Learning > Financial Perform- -0.152%** -2.093
Learning & Growth > Financial Performance 0.33]*** 3.403
Internal Business Process >  Financial Perform- | 0.330*** 3.762
Customer Performance =  Financial Performance| 0-328*** 2.920
Firm Age > Financial Performance -0.053 -0.990
Employees > Financial Performance 0.135 1.384
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Capital > Financial Performance

-0.097 -0.979

Sales = Financial Performance

-0.084 -0.602

P<0.01*** (two-tailed) , P<0.05** (two-tailed) , P<0.1* (two-tailed) ;

of balanced scorecards with a four-
dimensional formative scale of
balanced scorecard performance,
measured by four indicators of
balanced scorecard performance. The
result also showed the fundamental
model, which only included control
variables, and then two independent
variables were added to Model 4.
Resource dependence and organi-
zational learning had significant
positive effects on formative construct
of performance respectively.

Discussion

The goal of this study was to
understand how resource dependence,
organizational learning affect firm
performance. We found support for our
proposed theoretical model by using
actual scores generated through
balanced scorecard performance
assessments of R&D alliance firms.
This study makes two important
contributions. First, we contribute to
the business value of R&D alliance and
show the causal paths from the
measure indicators on the scorecard
linked to financial objectives. We also
complement this study by drawing
attention to how influences alliance
performance, in contrast to the focus in
prior work on various measures of firm
performance, such as productivity,
profitability, risk, and shareholder
value.

Due to the changes in industrial
structural and globalization, economic
policies and business strategies turn to
promote industrial upgrade as well as

research and development innovation.
It is an important issue for enterprises
to accelerate R & D alliance for
effective integration of resources and
expand the synergy of research
development. General alliance
experience reflected the breadth of a
firm’s knowledge search when it
attempted to improve alliance
performance. The strategic alliance
literature demonstrates that alliances
create value for the partners, but also
that many alliances fall short of
expectations (Lunnan & Haugland,
2008). A firm's ability to leverage both
internal and external R&D activities
has important implications for
generating economic value from
innovation and sustaining the firm's
competitive advantage (Soh &
Subramanian, 2013). This study found
that resource dependence and
organizational learning influenced
significantly on all the four
performance indicators of balanced
scorecards except that resource
dependence has an insignificant effect
on internal process and organizational
learning has an insignificant effect on
customer performance. It reflects that
the technological variation in capabil-
ities between partners, decides firm
benefits from R&D alliances. “Tech-
nological change is understood as a
continuous process to absorb or create
technical knowledge, determined partly
by external inputs and partly by past
accumulation of skills and knowledge”
(Lall, 1992, p. 166).

The implication of these
findings is that resources and
organization learning influences the
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economic performance of R&D
alliance. Value creation through
alliances requires the simultaneous
pursuit of partners with similar
characteristics on certain dimensions
and different characteristics on other
dimensions. Partnering firms need to
have different resource and capability
profiles yet share similarities in their
social institutions (Sarkar, et al., 2001).
The resource-rich firms access external
resources through alliances whereas
resource-poor firms are less likely to
do so. However, in relatively stable
markets, this relationship reverses, and
resource-poor firms become more
active in alliance formation (Park, S.
H., Chen, R. R.,& Gallagher, S, 2002).
Some guidelines for implementation
identified in this study may be useful
for managing a R&D alliance. Firms
should evaluate whether they are
providing sufficient resources and
organizational support to R&D alliance
and become adept at learning form
alliance. Moreover, effective alliance
management should be a distinctive
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Abstract

Camping is one popular outdoor activity over the recent years in Taiwan. Travelers
hold satisfaction of recreation activities in high regard. Service practitioners look
into how to incorporate services to satisfy the needs of travelers for sustainability.
Therefore, this study investigates Taiwanese campers for an understanding of the
relationships among campsite service innovation, travelers’ leisure motive, and sat-
isfaction. Campers’ demographic characteristics are also considered to examine the
differences in leisure motive and satisfaction. Questionnaire survey was conducted
to collect data from the Saijia Campsite in Pingtung and the Liyu Lake Campsite in
Puli, Taiwan. Based on 560 sample data, the results show that campers’ leisure mo-

220

The International Journal of Organizational Innovation Vol 10 Num 2 October 2017



tive and service innovation are directly linked to satisfaction. Motives of health im-
provement and novelty of services have greater impacts on satisfaction. Campers’
leisure motive and satisfaction level are different in respect to marital status and
education levels. Finally, service innovation is a partial mediator between leisure
motive and satisfaction. The findings suggest that campsite managers can promote
camping by evoking people’s leisure motive and encourage people to take advan-
tages of camping to accomplish their inner motives, as well as implementing effec-
tive service innovation, which will raise a greater satisfaction.

Keywords: Campsites, Leisure motive, Service innovation, Satisfaction, Tourism

Introduction

In company with the economic
growth of Taiwan, people’ life quality
is improving. The assimilation of inter-
national tourism knowledge further ad-
vances Taiwanese to pursue high lei-
sure quality. Moreover, Taiwan has
implemented two-day off in a week
since year 2001, so people have more
time for personal activities and there-
fore the demand for outdoor recreation
increases significantly. Meanwhile lei-
sure recreations are gradually trans-
forming from static to active and from
indoor to outdoor activities. And people
place highly on the fulfillment of innate
self-motive, since motive is a strong
and powerful driver urging an individ-
ual to satisfy his or her need (Kotler &
Armstrong, 2010). Thus, people often
take advantages of leisure activities to
accomplish their inner motives and at
the same time realize the feeling of
content and happiness (Bread &
Ragheb, 1980).

Camping is one popular outdoor
activity over the recent years in Tai-
wan. Camping is regarded as good for
health in that it allows people to

approach to the nature. It also serves as
the function of enhancing interpersonal
relationships among friends or family
members because it gives people the
opportunity to create shared experi-
ences and feelings among them. There-
fore, camping can fulfill certain indi-
vidual needs. Since the population par-
ticipating in camping activities is in-
creasing over years, it is imperative to
understand the leisure motives of
campers. This knowledge can provide
insights for service practitioners into
how to incorporate service design and
service innovations to satisfy the needs
of travelers and should be a key to
business sustainability. In sum, the aim
of this study is to investigate Taiwanese
campers for an understanding of the
relationships among campsite service
innovation, travelers’ innate motive,
and satisfaction. Campers’ demo-
graphic characteristics are also consid-
ered to examine the differences in lei-
sure motive and satisfaction. The re-
sults of the study can help campsite
practitioners develop effective strate-
gies for service innovations and raise
travelers’ satisfaction, and ultimately
achieve business sustainability.

221

The International Journal of Organizational Innovation Vol 10 Num 2 October 2017



Literature Background
Leisure Motive and Satisfaction

Inspired by western ideology,
Taiwanese progressively see leisure
recreation as an education linking to
life experiences. Outdoor leisure and
recreation management has been intro-
duced to Taiwan university courses
these years. A variety of activity pro-
fessionals have been trained in such
areas as outdoor adventure, diving, tree
climbing, and yachting. As a result, the
quality of planning and managing lei-
sure recreation has been enhanced tre-
mendously. People hold the satisfaction
level of facilities and activity content in
high regard while enjoying leisure rec-
reations.

Bread & Ragheb (1980) define
travel satisfaction as the positive per-
ception or feeling formed, induced,
and/or obtained by an individual from
undergoing leisure activities. Accord-
ingly, if the traveler’s experiences ex-
ceed the expectation, he or she will
have a positive feeling or so called sat-
isfaction about the experience, which in
turn will influence the traveler’s future
behavior (Parasuraman et al., 1985).
The motive of leisure recreation is an
inner desire driving a traveler to fulfill
the psychological and social needs, and
is one of the main reasons a person car-
ries out leisure activities. Thus, a trav-
eler with a higher leisure motive is
more likely to have a greater level of
satisfaction with the leisure activity
(Fielding et al., 1992).

Driver & Brown’s (1975) leisure
recreation experience theory indicates
that a traveler first comes up with a lei-

sure motive, and then is urged to go to
a recreation place to participate in lei-
sure activities, from which the experi-
ence of the recreation is obtained. And
the satisfaction level of the tourist is
contingent on the extent to which the
leisure motive is accomplished.
Weissinger (1985) also supports that
the leisure motive has an impact on lei-
sure satisfaction. Specifically, an indi-
vidual’s motive for a certain need is
unique and will influence the person’s
satisfaction level through the entire lei-
sure process. Furthermore, the feed-
back model of leisure satisfaction by
Mannell & Kleiber (1997) suggests that
an individual’s motive will influence
the person’s behavior, which in turn
impact his or her satisfaction. When
that behavior is satisfied, it will go back
to affect motive, constituting a feed-
back circle.

Previous studies on leisure and
recreation reveal that different demo-
graphic characteristics are associated
with different motives (e.g., Lu et al.,
2015; Huang, 2008). Lu et al. (2015)
found that education level had an im-
pact on travel motive, and travelers’
age and income had differential im-
pacts on tourist’s satisfaction. Based on
the above discussion, two hypotheses
are as the following.

H1: Campers’ leisure motive (1a) and
satisfaction level (1b) are signifi-
cantly different in respect to
demographic characteristics.

H2: Campers’ leisure motive is signifi-
cantly and positively related to
satisfaction.
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Service Innovation and Satisfaction

Service innovation is a conceptual
and procedural innovation activity. It is
intangible in nature and highly custom-
ized in relation to diversifying needs of
customers. That is, service innovation
delivers added value to customers
through providing new concepts and
improving service quality or resolving
problems, which will give customers
totally different experiences from the
past ones (Jan & Christian, 2005). Hal-
liday & Trott, (2010) further suggest
that service innovation can augment
differentiation and maintain competing
advantage for a service firm, because
the innovation process integrates cus-
tomers, employees, suppliers, and col-
laboration partners to advance existing
services or to develop new services.

Service innovation nowadays has
become an experiential value to cus-
tomers. It meets the core of customer
needs and can further reinforce the per-
ceived service value of target custom-
ers and potential customers. Studies
found there was a direct relationship
between service innovation and cus-
tomer satisfaction (Krom, 2015; Hsiao,
2010). A recent study by Wang & Juan
(2016) also supports that proactive ser-
vice innovation can increase customer
perceived service value and further af-
fect customer satisfaction. As such, the
following hypotheses are provided.

H3: campers’ perceived service innova-
tion is significantly and positively
related to satisfaction.

H4: Campers’ leisure motive affects
satisfaction through service inno-
vation.

Methods
The Research Model

The conceptual framework of this
study proposes campers’ leisure motive
and campsite service innovation have
direct impacts on satisfaction respec-
tively. Service innovation serves as a
mediator between leisure motive and
satisfaction. Campers’ demographic
characteristics are also considered to
have differential impacts on leisure mo-
tive and satisfaction. The research
model is presented in Figure 1.

Data Collection

Data were collected through ques-
tionnaire survey. There were four sec-
tions on the questionnaire. The first
section consisted of information about
personal profile and camping participa-
tion. The other sections were measuring
items for leisure motive, service inno-
vation, and satisfaction. All the three
variables’ measuring items were
gauged with a 5-point Likert-type scale
where 1 = strongly disagree and 5 =
strongly agree.

The participants were recruited
from the Saijia Campsite in Pingtung
and the Liyu Lake Campsite in Puli,
Taiwan. We employed the convenience
sampling by intercepting and inviting
campers to fill the questionnaire during
several weekends.

In total 700 questionnaires were
distributed and 560 valid ones were
collected. The response rate therefore
was 80 percent.
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Service
Innovation

Novelty Effec-
tiveness

Leisure Motive
Health improvement

Satisfaction

Self-expression
Learning experience

Demographic Characteristics

Measurement

All the structured scale items per-
taining to this research were adapted
from existing empirical studies. We
operationalized the three-dimensioned
leisure motive to include health im-
provement, self-expression, and learn-
ing experience. They were measured
with 15 items adapted from Chen
(2013). The measuring question asked
the camper “what makes you come to
this camping activity?” Items for dif-

ferent motives were listed for choosing.

Example items are: “get fresh air and
enjoy outdoor life,” “take it as self-
challenges,” “extend knowledge do-
main.” Service innovation was meas-
ured with 10 items adapted from Chao
(2007). Service novelty and creativity
were included in the question items.

Figure 1.

For examples, “The campsite makes
changes in ways of providing services
or resolving problems to meet custom-
ers’ needs” and “It’s important to me
that this campsite often promote differ-
ent activities to inspire customers.” Fi-
nally, overall satisfaction were adapted
from Hsiao (2010) and measured with 8
items. One example item is “The over-
all performance of this campsite is very
much as I expected”.

Respondent Profiles

Analyses were performance based
on the 560 usable surveys. Of the 560
respondents, 270 were from the Saijia
Campsite and 290 from Liyu Lake
Campsite; female was the major part
(52.6%); married people were the most
common (54.3%); age of 41-50 was the
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majority (30.7%); monthly income un-
der NT$20,000 was the greatest part
(32.5%); students were the most com-
mon (26.2%); college graduates were
the majority (49.0%); people living in
southern Taiwan were the major part
(42.9%).

Reliability and Validity

The study assessed internal consis-
tency reliability and convergent validity
of the constructs. As indicated in Table
1, all constructs show a satisfactory
level of construct reliability, with inter-
nal consistency (Cronbach’s a) ranging
from 0.69 to 0.84. Additionally, the re-
sults of the factor analysis reveal that
all measuring items converge to their
original constructs respectively, and

that all item loadings range from 0.57
to 0.89 and are greater than the desired
level of .5. These results represent a
satisfactory level of convergent validity
of the study.

Results
Test for the Hypotheses

This study first used descriptive
analyses to understand the leisure mo-
tives of the campers and their satisfac-
tion level. The results, as provided in
Table 1, show that the campers gener-
ally have high leisure motives with the
average score 4.18, in which the motive
for health improvement has the highest
score (4.35); the average score for satis-
faction is 3.89.

Table 1. Results of Descriptive Analysis for Leisure Motives and Satisfaction

Motives M SD order
Health improvement 4.35 0.51 1
Self-expression 4.07 0.55 3
Learning experience 4.14 0.54 2
Average score 4.18 0.47
Satisfaction 3.89 0.65

Independent-t test was conducted
to examine whether campers’ gender
and marital status were different in lei-
sure motives. The results indicate no
substantial difference for gender, but a
significant difference between married
and unmarried people in the health im-
provement motive. As shown in Table
2, married people are obviously with a
higher intention to take camping activi-
ties as a means to improve health.
However, the other two motives show

no significant differences for different
marital status.

ANOVA was performed to see
whether campers in different age
groups, education levels, income levels,
residence areas, and professions show
different levels of leisure motives, re-
spectively. When the result of ANOVA
indicate a significant
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Table 2. T-Test Results for Marital Status and Leisure Motives

Marital Leisure M SD t-value p-value
status motives

married Health improve- 4.43 0.44

unmarried ment 423 0.58 4.33% 0.000

ied 4.10 0.52

lri;ﬁ;?ried Self-expression 4.01 0.59 1.88 0.119

married Learning experi- 4.20 0.51

unmarried oo 4.06 0.55 3.09 0.325
*»<.05

Table 3. ANOVA Results for Education Levels and Leisure Motives

Education level

Motives

M

SD F Schefte’s post

hoc
A. Elementary 4.58 0.49
B. Junior high . 4.16 0.57
C. Seniorhigh  Healthim- 437 052 341% ASB
D. College provement 432 047
E. Masters 4.35 0.51
F. Elementary 4.56 0.47
G. Junior high 3.98 0.59
H. Senior high Self-expression  4.11 0.57 6.19%* A>B,C,D,E
I. College 4.01 0.52
J.  Masters 4.03 0.54
K. Elementary 4.63 0.43
L. Junior high ) 4.11 0.52
M. Senior high ~ L€arNgex- 447 (353 ¢91x  ASBCDE
N. College perience 408  0.50
O. Masters 4.14 0.60
*p<.05

difference, the Schefte’s post hoc test
was performed to further examine the
differences among groups.

The results in Table 3 show that
campers’ leisure motives for health im-
provement (F = 3.41, p=0.009 < .05),
self-expression (F = 6.19, p=0.000 <
.05), and learning experience (F = 6.71,
p=0.000 < .05) are all significantly dif-
ferent with respect to education levels.

Scheffe’s test was then performed to
further examine these differences. The
results in Table 3 indicate that elemen-
tary graduate campers’ leisure motives
in the three dimensions are all greater
than those of the other education
groups.

Moreover, analysis results indicate
that whereas campers’ motive for
health improvement is significantly dif-
ferent among different age groups
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Table 4. ANOVA Results for Education Levels and Satisfaction

Education Variable M 3D Scheffe’s post
level hoc

A. Elementary 4.30 0.87

B. Junior high 3.83  0.67

C. Senior high Satisfaction 3.99 0.63 4.66* A>D.E

D. College 3.82 0.61

E. Masters 3.78 0.62

*p<.05

Table 5. Regression Results for Leisure Motives and Satisfaction

Independent b Standard B ‘ Adjusted
variables error p R?
Healthim-—— )97 (063 0234 4.745%  0.000
provement : : : : :
Self-expression  0.222  0.071  0.191 3.110%* 0.000  0.291
Learning ex-
berience 0228  0.067 0.189 3.389% 0.001
*p<.05

(F=3.79, p=0.007 < .05) and income
levels (F = 2.83, p=0.016 < .05), no
much difference is found for motives of
self- expression and learning experi-
ence. The results also indicate that

campers motive for learning experience
is significantly different on living areas
(F=3.51, p=0.008 < .05). However, the
results of the Scheffe’s post hoc analy-
sis cannot identify differences among
different age groups, income levels,
and living areas, respectively. There-
fore, hypothesis 1a is only partially
supported.

Variance analyses were conducted
for demographic characteristics on sat-
isfaction. The results in Table 4 show
that different education groups exist
substantial difference on their per-
ceived campsite satisfaction (F = 4.66,

p=0.001 < .05), in which campers with
the elementary degree tend to have a
greater satisfaction level than college
and master degree campers. Campers
living in different areas perceive camp-
site satisfaction differently (F = 2.95,
p=0.020 < .05); however, the results of
the Scheffe’s analysis cannot identify
differences among varying living areas.
Therefore, hypothesis 1b is also par-
tially supported.

Pearson’s correlation analysis was
performed to understand the relation-
ships between campers’ leisure motive
and their satisfaction. The results show
that the three dimensions of leisure mo-
tive are all correlated to satisfaction at a
medium level with correlation coeffi-
cients ranging from 0.474-0.492.
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Table 6. Regression Results for Service Innovation and Satisfaction

Independent vari- b Standard B ‘ Adjusted
ables error p R?
Novelty of service
innovation 0.297 0.063 0.234 12.702* 0.000 0.468
Effectiveness of ¢ )h¢ 0067 0189 5.936*  0.001

service innovation

*p<.05

Table 7. Regression Results of Mediating Effects of Service Innovation

Service . ) ) )
Dependent var. Innovation Satisfaction Satisfaction
Independent var. Model 1 Model 2 Model 3
p t B t B t
Leisure motive 0.562 15.871* 0.542 15.078* 0.254 6.759*
Service innovation 0.514 13.678*
F 251.886 227.357 244.341
R? 0.316 0.294 0.475
AR? 0.181

The aggregate correlation between lei-
sure motive and satisfaction indicates a
medium level of relationship (r =
.0.542, p <.05). Regression analysis
was conducted to further investigate the
explanation power of leisure motive
and the relative importance of the three
dimensions of motives for their influ-
ence on satisfaction. The results in Ta-
ble 5 show that leisure motive has
29.1 % explained variance in satisfac-
tion, and that among the three leisure
motives, health improvement (3=0.234)

has a greater impact than both self-

expression (3=0.191) and learning ex-
perience (3=0.189, p< 0.05) on satis-
faction. Therefore, hypothesis 2 is sup-
ported.

Regression analysis was again
performed to understand the relation-
ship between service innovation and
campers’ satisfaction. The results show
that both the novelty and effectiveness
dimensions of service innovation are
correlated to satisfaction at a medium
level with correlation coefficients being
0.661 and 0.552, respectively. The ag-
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gregate correlation between service in-
novation and satisfaction indicates a
near strong level of relationship (r =
0.671, p <.05). Regression analysis was
employed to further investigate the ex-
planation power of service innovation
on campers’ satisfaction. The results, as
provided in Table 6, show that service
innovation explains 46.8% of satisfac-
tion; however, novelty of services
(B=0.234, p< 0.05) has a greater impact
than effectiveness of services (3=0.189,
p< 0.05) on camper’s satisfaction.

Therefore, hypothesis 3 is supported.

Test for the Mediating Effect of Service

Innovation

This study followed Baron &
Kenny’s (1986) procedure to examine
the mediating effects of service innova-
tion. The procedure first regresses the
independent variable and the mediator
on the dependent variable, respectively.
Then the independent variable together
with the mediator simultaneously re-
gress on the dependent variable. If the
results of the multiple regression show
no significance between the independ-
ent variable and dependent variable, a
full mediation effect is found and oth-
erwise a partial mediating effect is

specified.

Table 7 provided the results for

the three regression models according

to the steps. As shown in Table 7, the
first regression model indicates that
leisure motive positively impacts ser-
vice innovation (= 0.562, t=15.871,
p<.05) and explains it by 31.6%
(F=251.886, p<.05); the second regres-
sion model shows leisure motive also
positively impacts satisfaction (B=
0.542, t=15.078, p<.05) and explains it
by 29.4% (F=227.357, p<.05). These

results fulfill the prerequisites.

Finally, the results of the third
regression model in Table 7 show lei-
sure motive and service innovation all
significantly impact on satisfaction.
The coefficients of leisure motive and
satisfaction in model 3 (B= 0.254) is
smaller than that in the model 1 (B=
0.562). Moreover, the model 3 explains
satisfaction by 47.5%, which is in-
creased by 18.1% in comparison with
the model 2. All these results indicate a
partial mediating effect of service in-
novation. Therefore, the hypothesis 4 is
supported

Conclusion

This empirical study has some
encouraging findings. First, campers’
leisure motives in health improvement,
self-expression, and learning experi-
ence are general high. Married people
tend to have a stronger health im-
provement motive for camping. Leisure

motives of elementary graduates in the
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three dimensions are all greater than
those of the other education groups.
Campers with different education levels
perceive campsite satisfaction differ-
ently, in which elementary degree
campers tend to have a greater satisfac-

tion level than other degree holders.

Moreover, leisure motive is
found to have direct connects to satis-
faction, in which health improvement
has a greater impact on satisfaction.
These findings are consistent with prior
studies in that travelers with higher lei-
sure motive are more likely to perceive
a higher level of satisfaction (Fielding
et al., 1992). Nevertheless, this study
further detected health improvement
having a greater impact on satisfaction.
Second, service innovation influences
campers’ satisfaction, which again
agrees with previous study (Krom,
2015). However, this study further ob-
served novelty of services having a
greater impact than effectiveness of
services on camper’s satisfaction. Fi-
nally, service innovation plays as a par-
tial mediating role bridging campers’
leisure motive to a higher level of satis-

faction.

The findings of this study provide sev-
eral managerial insights into manage-

ment of campsites. Campsite managers
can promote camping by evoking peo-

ple’s inner motives for health im-

provement, self-expression, and learn-
ing experience, such as launching mar-
keting campaign or spreading words in
the online social network for the bene-
fits of camping or services offered on
the campsite. Specially, they can em-
phasize the benefit of health improve-
ment to appeal to elementary graduates
and married people. These efforts
should be able to encourage people to
take advantages of camping to accom-
plish their inner motives and at the
same time realize the feeling of content
and happiness, which in turn will lead

to a greater satisfaction.

Campsite managers should de-
sign and customize diversified experi-
ential activities that give customers to-
tally different experiences from others.
Therefore generating creative ideas to
tailor customer expectations is crucial.
By coproduction with employees, cus-
tomers and collaboration partners could
be resourceful. Finally, regularly im-
plement novel and creative services
effectively to attract people attention
and to meet their desires such as for
self-challenge, better health, interper-
sonal relationships, skills and knowl-
edge, should enhance customer per-

ceived satisfaction.

This study purposed a parsi-
monious model, not examining other

variables may important to campers’
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satisfaction. Moreover, the sample
came from only two campsites. There-
fore, incorporating other antecedents
and mediators such as customer value
in future studies can get a thorough un-
derstanding in the issue. Augmenting
the sample by including all campsites

can increase external validity.
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Abstract

The most common way for an organization to expand its innovation capability is to
acquire technological patent. Consequently, it is an important issue for firms to iden-
tify and estimate the target patent. Before acquiring, firms also have to make sure
whether the target patents is matching the strategic purpose, and whether the target
patent is suitable for the adopting after acquiring. And the result of patent citation
analysis can be referred for estimating target patent as the result reveals the technol-
ogy relationship between firms, the market value of technologies and the technology
development strategy. Moreover, technology network analysis can visualize the over-
all social structure of actors in the technology network and illuminate their relation-
ships and roles. However, few scholars have examined the relative positions of firms
in technology networks from the viewpoint of individual social networks. This re-
search uses the idea of the “ego-network”, defining the firm’s core technology patent
portfolio as “ego” while patents which directly cite core patents are defined as the
“neighborhood. The purpose of this research is to understand how the firm, through
patent transfers, alters its technology position and performs inductive analysis as a
reference for future changes in its patent portfolio strategies. The results of this re-
search demonstrate that irrespective of patent transfer strategy, the relative position of
firms in the technology network is displaced by patent transfers. By dividing the tra-
jectory of displacement into quadrants the data set may be named as pioneers, leaders,
followers, and laggards. And the result shows firms may exit markets, reduce internal
subdivisions, carry out cost control, or sell off patents, moving their position to the
left or downward and making them followers or laggards. By the same token, when
firms enter a new technology area or market, increase their technological capabilities,
or acquire technology patents, their position shits to the right or downward, and they

become leaders or pioneers.

Keywords: patent acquisitions, supplementary, complementary, social network,

patent citation

Introduction long-term competitiveness. Corporate
mergers and acquisitions of other pat-
For technology-intensive industries, ented technologies are the most common
the rapid expansion of the ability to in- methods for expanding innovative abili-

novate is a key element in maintaining
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ties (Hagedoorn, 2002 ; King et al.,
2008; Gantumur & Stephan, 2010).

When the technological resources
of potential partners or acquisition tar-
gets are rich or diverse, companies are
more likely to choose mergers and ac-
quisitions than other methods to obtain
the desired knowledge or technology
(Phene, Tallman, & Almeida, 2012).
However, such an acquisition is not a
panacea for rapid access to the new

technology.

When the technology gap between
the new technology obtained by the firm
and its original technology is too great,
the firm’s ability to absorb new knowl-
edge may be affected. By the same to-
ken, when the similarity between the
new technology and the firm’s original
technology is too high, innovation per-
formance may also be greatly reduced
(Hagedoorn & Wang, 2012).

Consequently, companies must
clearly understand and evaluate the de-
sired technology resources and select
cooperation or merger partners to effec-
tively achieve their strategic purposes, in
order to enhance innovation perform-
ance after the acquisition of the new
technology. Further, how firms analyze
their own and competitor technologies
and position in technology networks, as

a basis for assessing future patent acqui-

sition, transfer, and targets for coopera-
tion, in order to successfully obtain the
required patented technology and

achieve strategic objectives, is critical.

Therefore, firms should consider
how to use patent acquisition strategies
and to identify shifts in technology
among groups of firms in the industry,
as well as how to effectively use patent
analysis to locate valuable technology

résources.

Patent citations not only reveal
flows of knowledge and technologies,
commonalities of knowledge (Yoon &
Park, 2004 ; Stuart & Podolny, 1996),
and the market value of technologies,
they also reveal the layout of technology
development strategies and cooperative
relationships between firms. By follow-
ing the direction of patent citations and
links, the technological dependency rela-
tionships between firms may be illumi-
nated, enabling elucidation of the struc-
ture of technological networks, which

are similar to social networks.

From the decision-making point of
view, the results of a patent citation
analysis may enable the firm to make
judgments about partner firms for coop-
eration and provide a basis for patent
acquisition (Park & Yoon, 2013). More-
over, a broad technology network analy-

sis can illuminate the overall social
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structure of actors in the technology
network, their relative positions, and
their relationships and roles (Podolny et.
al., 1996 ; Yoon & Park, 2004;
Marianna et al., 2010).

Most studies investigate the overall
industry technology development pattern
from the outside looking in, exploring
technology development trends, firm
strategic behavior (Stuart, 1996), and
industry or national competitiveness.
From the viewpoint of individual social
networks, few scholars have examined
the relative positions of firms in tech-
nology networks. To address this lack,
this research uses the idea of the “ego-
network”. The firm’s core technology
patent portfolio is defined as the “ego”
while patents which directly cite core
patents are defined as the “neighbor-
hood,” which includes cited patents, pat-
ent citations, and the firm’s own patent
citations. We pool all patent to form the
core of the firm’s ego- centered techno-
logical network (ETN) (Wasserman &
Faust, 1994; Yan-dong & Chan, 2011).
From the inside looking out, using spe-
cific areas of patent litigation as the ba-
sis for analysis, the analysis of individ-
ual and social network levels enables
understanding of the firm’s technology
types and trends, the attributes of patent
acquisitions and firm technology types,
the relationship between acquired pat-

ents and their technology development

trends, and changes in their relative po-

sitions within technology networks

Based on the different considera-
tions of their actions and functions,
firms search for supplementary or com-
plementary knowledge and technology.
The purpose of this research is to under-
stand how the firm, through patent trans-
fers, alters its technology position and
performs inductive analysis as a refer-
ence for future changes in its patent

portfolio strategies.

Data and Analysis Method

Data

The subjects of this research are
two companies, Cordis and Boston. Ini-
tially we retrieved patent data used in a
patent infringement case involving a
cardiovascular stent. This research col-
lected news items from LexisNexis dur-
ing the period 2003 to 2016. After proc-
essing, items regarding a total of ten
patents were retrieved for the period
from Aug 12, 2003 to Dec 7, 2016.
These ten patents formed the basis for
analysis. We next retrieved patents cit-
ing and cited by these ten patents from
the USPTO. We collected a total of
1,657 cardiovascular stent-related tech-
nology patents, which formed the patent

database for analysis in this research.
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Analysis Method

This research uses the perspective
of ego technology networks for its

analysis. The patent analysis method

edge position, technology knowledge
status (TKS) and technology knowledge
reliability (TKR), are used to examine
the traits of technology development in

the firm and the frequency of coopera-

used in this research which is based on tive activities with external firms, the

overlap of technological knowledge changes in firms’ relationships. The
used to measure the supplementing and measurements for the analysis are de-
complementing effect of a technology. scribed below.

Two indicators of technological knowl-

(Editor's Note: the following section is printed in single column format in order to

facilitate easier reading of formulas)
Affiliated Condition

The definition and mathematics 1 of the matrix of the affiliated condition of the
two companies and their patents is:
(1)When the Ka patent B is the rth firm’s A. patent, B and A. affiliation = 1, and
U =1; otherwise, it is 0.

(2)When the Ka patent B cites any patent of the rth firm &, B and A. affiliation =

1, and ®kr =1; otherwise, it is 0.
1P, and 4, affiliation = 1
0 overwise

k=1,2,..g M r=1,2,..h,g=h (1)
(Equation 1: k denotes the K patent, r denotes the r= firm, g represents the number
of patents in the network, and h represents the number of firms in the network

)

M= [u]ﬂ']ph E) cr_krz

Technological Knowledge Status (TKS) - Measures the firm’s technological knowl-
edge position in the network. The measurement indicator is based on the total number
of patents defined as all patents cited by other firm’s patents plus the sum of the num-

ber of patents the firm manages internally. The measure is defined as given in 2:
g
755 )n = MTM» TES; = Z Big Oy
k=1 (2)
((=1,2,..,h((
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Equation 2: the matrix [TKS;1 is calculated by Equation. 1 using technology knowl-
edge relationship matrix M of the firm and patents and the “plot” of its transposed
matrix M" . [TKS;] represents the sum of the overlapping patents (or product) of firm i
itself, the [TKS;1diagonal matrix values. @ik represents the (K associated patent of
firm 1, while g denotes the number of patents in the network and h represents the

number of firms in the network.

Technological Knowledge Reliability (TKR) - This indicator measures the degree of
“common knowledge” overlaps in the firm’s network. In 3, the matrix [TKS:] is
formed from 1 using the technology knowledge relationship matrix M of the patents
and the “plot” of the M7 [TKS;] represents the sum of the overlap (or product) of
patents associated with firms i and j, where ik represents the Km associated patent of

firm 1; Oki where k is the Ku associated patent and j the j= firm, while g denotes the

number of patents in the network and h represents the number of firms in the network.

g
[TKR I:-i.].ﬁ'xﬁ = JFJTJ'J s TER ij Z i ﬂ:;l-_i'

=1 3)

The total TKR of each firm and other firms are divided by the number of knowledge
associated patents (the firm’s TKS value) to obtain a mean. This is used to define in-
dividual firm’s overall network TKR value. This research uses Equation 4 as a gener-
alized expression.

T TKR;;

TKR i = TES.
LL

i=1.2. handj=1,2,.. ks i#j [ ["]

The matrix [TER:] represents the mean reliability of the technology knowledge of
firm i in the overall technology network. [TER:1 represents the total overlap of the
knowledge associated patents of firms 1 and j and at the same time, also represents the
degree of the two firms’ knowledge reliability. [TES:] is the ith firm’s technology

knowledge position and h represents the number of firms in the network.
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Common Internal Knowledge (CIK) - This indicator measures the overlap between
firms’ own patents direct citation links and their internal technology knowledge. The
greater the number of citations, the greater the commonality of their technology
knowledge. CIKij represents the degree of overlap between the patent knowledge of
firms 1 and j or their supplementarity ratio, where represents the patents of firm i and
represents patents associated with externally linked patents of firm j. Limiting condi-
tion: the approval date of patent Ka owned by firm i must be earlier than the approval

date of externally cited patent K. of firm j.

o, O
CIK; :ZZ; K
ik,
i=1,2,..h, and j=1,2,..h ,i#]
o=1,2,..n,and e=1,2,..n ,n<g (5)

Common External Knowledge (CEK) - It is important because it measures the number
of third party co-citations of two firms in the network, the degree of the external tech-

nology overlap, and the external common knowledge of the two firms. The greater the
common knowledge overlap, the greater the complementary knowledge. CEKij repre-
sents the external patent knowledge overlap or complementarity ratio between firms i

and j, where represents the patents of firm i and represents patents associated with ex-

ternally linked patents of firm j. Limiting condition: the approval date of patent K,

owned by firm i must be earlier than the approval date of externally cited patent ke of

firm j.
TKR, - 3 o,
CEK, =
! T KSii - Zaik

i=12,..,h and j=12,.,h ,i# ]
(021,2,..,11 and e=12,..,n ,n<g (6)

The indicators TKS and TKR are
Result useful for firms conducting a self tech-

nology network analysis. TKS measures

A summary of the results of the the relative position of each firm in the
data from the binary correlation matrix technology network, resembling an as-
(after calculation using (2), (3), and (4), sessment of their prestige (Podolny et
is given in Table 1 below. al., 1996 ; Stuart, 1996 ; Wasserman &

Faust, 1994). Thus, the greater the scope
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of knowledge firms in the self technol-
ogy network can directly contact, inte-
grate, or manage, the greater their pres-
tige. Faust (1997) contends that the pres-
tige position is affected by the resources
the firm owns. TKR is used to measure
the degree of knowledge overlap be-
tween two firms in a firm’s self technol-
ogy network in order to understand the
degree of difference in knowledge at-
tributes between the firm and other firms
(Rindfleisch, 2001). It can act as a refer-
ence in the firm’s selection of coopera-

tion partners.

Based on the needs of the research,
from the large number of companies, we
selected only the first six companies as
subjects for this research: ACS, BCS,
Cook, Cordis, Expandable/Lifeport, and
Medtronic. As shown in Table 1, after
patent being (transferred, the TKS val-
ues of most firms show clear growth and
their technology position in their self
technology network has increased. For
example, Cordis (TKS increase of 60),
BSC (TKS increase of 37), Cook (TKS
increase of 24), Medtronic (TKS in-
crease of 11) all show obvious growth.
The TKS value for ACS, however, fell
after transfer. The related value for Ex-
pandable disappears after patent being
transferred. Conversely, the related

value for Lifeport appeared after patent

transfer. This implies that at the same
time as ACS was transferred also re-
leased a portion of its technology re-
source, reducing its technology knowl-
edge position. Via patent acquisition ac-
tivities, Lifeport reduced the processes
and technology barriers necessary to en-
ter this technology field. Expandable
used transfers of core technology and
collected funds from the transfer as a
way to make quick profits for the firm.
Thus, its TKS value disappears from this

data set after transfer.

Looking at TKR, five firms used
acquisitions to acquire desired technol-
ogy, strengthening their technological
capability and reducing their reliance on
technology from outside firms and co-
operation activity ratio. Consequently,
their TKR fell after patent transfer, with
the exception of Lifeport, whose TKR
rose. Looking at technology develop-
ment strategies, though still in the early
stage in a field replete with technologi-
cally-capable firms, Lifeport has devel-
oped its own technological capabilities
with the support and integration of out-

side technology.

Comparison of the results in Table
1 and cumulative chart of patents before
and after transfer shows that, the rise or

fall in the number of patents after the
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Table 1.Evaluation index before/ after patent transference of the six main companies.

Patent Amount

TKS« TKR~ Patent counts- |’

E Company~
Before| Afters| Before<| After- | Befores| Aafter|"
14 ACS- 99. 80~ 12.6264 11.062+| 34+ 33¢ -
24 BSC- 65¢ 102+~ | 17.831+ 10.8534 13« 16 [
34 Cook- 143« | 167« | 14.0144 9.287 | 16» 220 |7
44 Cordise 137 | 197+ | 14.0734 8.609- | 160 |25 [
5+ Expandable/Lifeport| 189~ | 58 | 11.831¢| 12.6214 10< 18« [0
6+ Medtronice 131« | 1424 | 14.3054 10.1204 14+ ¥z

The Patent Accumulation Trends of The Six Major Firms- Before Acqusition

——ACS

=l—=B5C

=ir=Coo0k

e Cordis

=== FExpandable

=@=Nedtronic

Figure 1. The Patent Accumulation trends of the Six Major firms
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transfer was driven by the firm’s stra-
tegic goals, depending on whether pat-
ents were acquired to increase the
firm’s technology capabilities, or
whether they were transferred out for
cash. It appears that five of the compa-
nies sought to acquire patents in order
to increase their technology develop-
ment capability. Though ACS trans-
ferred a patent out, this transfer caused
its TKS value to fall, showing the im-
portance of this patent.The data set for
TKS value, TKR value, and number of
patents before and after transfer is
given in Figure 2. It shows that the
patent transfer process ensured that
some firms experienced changes after
the development of unique technology

or outside firm cooperation.

However, for other firms, the rela-
tive effect is unclear. Looking at the
left side of Figure 2, the cluster is
smaller. Firms with a smaller number
of patents cluster on the left before and
after patent transfer, with only a small
portion shifting to the right. This im-
plies that when a firm acquires a more
unique patent or patent with high mar-
ket value, it moves towards a higher
knowledge position, gradually devel-
oping unique patented technology, re-
ducing its competitive disadvantages
and building competitiveness in its
market. After the transfer, there is no

great change in the position of firms on

the left. They are unable to raise their
technology knowledge position via
patent acquisition. Such firms can only
follow the market leader, or be weeded
out after languishing on the fringes of
the market. Firms that possess more
patented technology are concentrated
on the right side of Fig. 2. Though af-
ter acquiring patents they move in dif-
ferent directions, for such firms the
direction of the movement shows the
strategic implications of their technol-

ogy development.

The smaller cluster located on the
right in Figure 2 represents firms
whose technology knowledge position
is lower, after being weeded out. This
displays the changes in trajectory
among important firms before and after
patent transfer, as shown in Figure 3.
(Note: see Figures 2 - 6 at the end of

this article.)

The six firms in this research tend
to locate on the right. Their position in
the technology network is higher. Be-
cause they added patents, the size of
the cluster increased. Benefitting from
patent transfers, after holding unique
patents, BSC, Cook, Cordis, and Med-
tronic all shifted rightward and their
knowledge technology position rose.
Their reliance on outside technology
fell, as did the frequency of their coop-
eration with outside firms. ACS, by
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contrast, shifted to the left after patent
transfer and its knowledge technology
position fell. Expandable disappeared
after patent transfer, while Lifeport

appeared.

For ease of interpretation, simpli-
fied Figures 4 and 5 show rightward
and leftward shifting firms. Figure 4
shows that before transfer, BCS was
located among the four leftmost firms,
and its knowledge technology status
was lowest and TKR value the highest,
illustrating how reliance on outside
support and cooperation played a key
role in its technology development
process and how acquiring its own pat-
ents was a rapid shortcut to increasing
its own technology development capa-
bility. For Medtronic, Cordis, and
Cook, prior to transfer they were lo-
cated in mutually overlapping clusters
whose size differences were not great.
It is clear that the knowledge technol-
ogy status, number patents owned, and
degree of overlap with outside tech-
nology of these three firms is quite
similar. After transfer, the number of
patents owned increased. The cluster
not only increased in size, but shifted
rightward. As their technology status
rose, their TKS values fell. This im-
plies that the acquired patented tech-
nology was indeed helpful for these
firms in developing their own unique

technology. Among this firms, Cordis

exhibited the most obvious change.
This highlights the importance of con-
structing a firm’s own independent
technology development capability in

increasing its competitiveness.

Figure 5 displays the shift in
ASC'’s trajectory before and after
transfer, along with the status of Ex-
pandable before transfer and the ap-
pearance of Lifeport after transfer. Be-
cause ACS only transferred one patent,
the change in the size of the circle in
the figure is not apparent. Worth not-
ing is that the TKS value of ACS fell
from 99 to 80 after the patent transfer,
while TKR fell from 12.656 to 11.062,
and the cluster shifted down and to the
left. This implies that the patented
technology must have been extremely
unique in order to have reduced the

knowledge technology status of ACS.

Since ACS already has a solid
foundation for technology develop-
ment, the effect of the transfer on its
reliance on outside support is slight.
Fig. 4 shows that prior to the patent
transfer, Expandable had the highest
knowledge technology status among
the 6 firms. The cluster is below the
TKR value of all the firms, implying
that Expandable’s technology is even
more unique than that of the other
firms. Thus, during the technology de-

velopment process, it is clear that Ex-
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pandable’s reliance on outside tech-
nology resources is low. From the
viewpoint of market value, Expand-
able’s technology patents have great
potential and high market value. This
enables Expandable to obtain great
profits from transferring them. Such
profits can then act as resources for

future technology development.

Unlike the other firms, Lifeport’s
cluster appeared after the transfer.
Lifeport’s strategy was to acquire pat-
ents to rapidly obtain desired technol-
ogy and break out of its weak position.
As aresult, the clusters of Lifeport and
ASC after transfer overlap, showing
the commitment of Lifeport to this area
of technology. Its TKR value shows a
considerable overlap between Lifeport
and external knowledge technology,
signaling that the technology Lifeport
is constructing is still in its early stages
and has a strong need for integration
with external support and resources. In
sum, Lifeport clearly has a great inter-
est in this area of technology and this
market and has been aggressively ac-
quiring key technology and investing
substantially in the development of
unique technological capabilities and
closely cooperating with outside firms.
This will enable it to rapidly enter tar-
get markets, shrink the technology de-
velopment process, and lay the founda-

tion for stable competitiveness.

Conclusion

The results of this research dem-
onstrate that irrespective of patent
transfer strategy, the relative position
of firms in the technology network is
displaced by patent transfers. An
analysis of the trajectory of displace-
ment is given in Figure 6. A division
of TKS and TKR into quadrants shows
that the data set may be divided into
pioneers, leaders, followers, and lag-

gards.

Cook, Cordis, Medtronic, and Ex-
pandable were located in the upper
right prior to patent transfer and had a
higher TKR and TKS. This means that
they had a higher status in the self
technology network. However, unlike
the patented technology of future pio-
neers, current market leaders are more
inclined to develop existing technolo-
gies which can be applied in current
markets. Their patented technologies
are more easily referenced and ex-
panded by other firms. This research
examines this field’s well known, lead-
ing firms. After patent transfer, these
firms’ technology status moves into a
leading position, perhaps demonstrat-
ing that the strategic goal of these
firms is to acquire the unique patented
technology of other firms in order to
rapidly enter new markets. Conse-

quently, they have higher TKR and
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TKS. Though these firms have great
technology development potential, one
risk they take is developing technology
more rapidly than market demand re-
quires or moving in a different direc-
tion than the market, leading to the

phenomenon of destructive innovation.

After patent acquisition, Cook,
Cordis, and Medtronic shifted down-
ward and rightward and had a rela-
tively higher TKS and TKR than firms
in the other quadrant. This indicates
that these three firms developed tech-
nology that was more unique than the
technology common in the market and
thus had greater market potential. Be-
cause their ability to develop unique
technology is more stable than that of
other firms, they are more active in
cooperating with outside firms. Fur-
ther, since their technology is more
unique and not available in the market,
the number of citations of their patents
by outside firms is lower while internal

citations are higher.

This research treats such well-
known firms as pioneers. After firms
have undertaken patent transfer and
their quadrant has shifted, their strate-
gic goals become similar in order to
rapidly enter new markets and acquire
key technology patents. However, this
type of market is typically already ma-

ture. After patent acquisition, the firm

will integrate the technology, produc-
ing synergies and developing superior

new products.

Hence, when developing tech-
nologies for the market, current leaders
need to consider the necessary re-
sources for effective integration, and
gradually build their own unique tech-
nology capabilities to avoid the limita-
tions imposed by market demand de-
velopment, risks from sudden changes
in the market, and the threats of new

pioneers.

ACS before transfer and Lifeport
after transfer are both located in the
upper left quadrant. Firms located in
that area are followers of trends set by
the leading firms. Lacking their own
technology capability, they are forced
to rely on outside firms for support and
integration and cite great numbers of
outside technology patents. Thus, these
firms have higher TKR and lower
TKS. After transfer firms that shift
quadrants may reduce their internal
subdivisions, engage in resource inte-
gration, or carry out entrepreneurial
development in new areas of technol-
ogy or new markets. They may even
sell off key technologies in unique ar-
eas, reducing their TKS. However, be-
cause their technology resources have
market value, they are cited often by

other firms, giving them higher TKR.
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In order to establish long-term com-
petitive superiority, current followers
should aggressively develop their
technological capabilities and acquire
patents for key technologies, a rapid
shortcut to technological capability.
However, if such firms face limited
internal resources or integration capa-
bilities, and cannot invest heavily in
R&D, then their patent strategy be-
comes even more important. Such
firms can surround competitors’ key
technology patents, to obstruct their
strategic technology development or
slow their entrance into particular mar-
kets.

After transfer, ACS shifted from
the upper left quadrant to the lower
right. Fig.3 shows that firms in that
quadrant have fewer patents and their
TKS and TKR values are lower. This
indicates that these firms both lack
market technology development capa-
bility and infrequently cooperate with
outside firms, and their patents are less
cited as well. Such firms are treated as
laggards in this research. After trans-
fer, they shift to a new quadrant, indi-
cating that their strategy has moved to
reducing internal subdivisions, exiting
certain technology fields, and selling
off core technology patents, reducing
TKR and TKS. In sum, firms in this
area have fewer patents and lower lev-

els of internal resources. They have no

extra resources to devote to R&D ac-
tivities aimed at new technology de-
velopment or to acquire technologies
from the market. Consequently, their
patent design should avoid patents al-
ready existing in the market, to reduce
opportunities for competitors to sue
them. After obtain funds from profits,
investment should be made in raising
R&D capabilities, cooperative oppor-
tunities with outside firms should be
seized, and the ability to develop
unique technologies should be fos-

tered.

The resource-based view stresses
that when drafting a competitive strat-
egy, firms must analyze their internal
resources and the strengths of competi-
tors and their likely adaptive strategies.
However, when forming resources for
a firm’s competitive strengths, they
must be heterogeneous, immobile,
valuable, rare, inimitable, and irrplace-
able. In the technology-intensive car-
diovascular stent industry, the critical
resource is the firm’s possession of
unique technology development capa-
bilities and patent portfolios with high
market value. From the point of view
of network analysis, when firms can
occupy a higher position in the tech-
nology network, this is equivalent to

having greater competitiveness.
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Few researchers have used the
individual social network perspective
to explore the position of firms in the
technology network. To address this
gap in the literature, this research uses
an inside-out perspective, focusing on
a firm’s litigation against other firms in
order to understand the relative posi-
tions of firms in a technology network
and the changes in trajectory wrought

by patent transfers.

Transfer and purchase of technol-
ogy patents is a major driving force
behind firm strategic activities aimed
at maintain competitiveness and a sta-
ble position in the market. Firms may
exit markets, reduce internal subdivi-
sions, carry out cost control, or sell off
patents, moving their position to the
left or downward and making them
followers or laggards. By the same to-
ken, when firms enter a new technol-
ogy area or market, increase their tech-
nological capabilities, or acquire tech-
nology patents, their position shits to
the right or downward, and they be-
come leaders or pioneers. We hope the
results of this study can contribute to
the performance of appropriate analy-
sis when firms engage in internal

evaluation of their own resources when

acquiring patents, as well as serving as
a basis for evaluation of the effective-
ness of patent acquisitions to ensure
that after patent acquisition, the firm
moves to the expected position and

reaches its strategic goals.

This research only explores and
classifies the trajectory of firm tech-
nology position shifts. Future research
can use central or mean figures for a
more accurate determination of firm
position within the technology net-
work. Further, this research investi-
gated only a handful of firms in the
cardiovascular stent field. Future
scholars should include all the firms in
the industry in their research and carry
out a more general analysis, exploring
technology clusters, observing the
shifts within groups of firms, obstacles
to movement, and changes and adapta-
tions in the role of individual firms
within groups, to act as a reference for
firms performing internal evaluation
and formulating strategies. The gener-
alizability of the results of this research
are limited by its exploration of only
one industry. Future researchers should
investigate other industries in order to
develop more comprehensive strategic

implications.
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Abstract

This study aims to investigate the impact of employee health and job satisfaction on
job performance. The study adopted a questionnaire survey approach and dispatched
questionnaires to specifically chosen enterprises in Taiwan which employ more than
100 full-time employees. A variety of organization types including public agencies,
private companies, as well as for-profit and non-profit organizations were ap-
proached. The questionnaire was then distributed in northern, central, and southern
Taiwan, with the cluster sampling period running from June 2014 to May 2015. A
total of 530 questionnaires were sent out and 493 were returned, giving a return rate
0f 93.0%. After deducting 60 incomplete questionnaires which were deemed invalid,
the total number of valid questionnaires was 433, resulting in an effective return rate
of 87.8%. The results of this study showed that: 1. Employee health has a clear posi-

tive influence on job performance; 2. Employee health has a notable positive impact
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on job satisfaction; 3. Job satisfaction has a noticeably positive effect on job per-

formance. In the conclusion, this study proposes some suggestions for further re-

search as well as some implications for management based on the results obtained.

Keywords: employee health, job satisfaction, job performance, social support, indi-

vidual value

Introduction

The idea that labor can be viewed
as a resource by enterprises has now
become ubiquitous. In keeping with
this idea, ensuring the correct imple-
mentation of labor, maintaining sound
physical and mental health among em-
ployees, along with taking measures to
prevent injuries have all become key
activities undertaken by Human Re-
sources (HR). If employees are healthy
it can increase their output, job satisfac-
tion, and overall performance at work.
This in turn can reduce employee turn-
over and outlays on medical expenses,
while also reducing the accumulation
of workplace injuries, chronic illnesses,
and reductions in physical ability to
their lowest levels. All of this can bring
productivity and competitiveness to an
enterprise’s operations. In their study
titled “Health, Human Capital, and
Economic Development”, the scholars
Tariq & Thtsham (2014) investigated
the short- and long-term correlations
between employee health in the work-
place and economic growth in develop-

ing countries. The results of their study

revealed that the correlation between
good employee health within the work-
place and economic growth helped to
increase gross domestic product (GDP)
by an average of 7.34%, while per-
capita GDP increased by 4.16%. The
discoveries made by this study show
that employee health can have long-
term and noticeable impacts on the
economic growth of developing coun-
tries. Additionally, the International
Labor Organization identified that the
physical and mental health conditions
of workers are important considerations
for management in the 21st century
(ILO, 1993). With competition between
enterprises now so intense, workers are
finding themselves in highly competi-
tive and pressurized job environments.
This causes physical, mental, and moti-
vational health problems for employ-
ees. These health problems may lead to
a drop in productivity, an increase in
costs for the business, as well as a drop
in the organization’s competitiveness.
As for the psychological aspect, the
crushing of aspiration results in anxi-
ety, depression, and may even cause

suicide. Radical changes in the indus-
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trial environment and forms of em-
ployment, along with workplaces that
are full of tension, pressure, despair,
and overwork have caused an increase
in job-related stress among workers.
This has also caused problems with
overwork and workplace depression to
become increasingly potent — a trend
which is shared around the world. Lon-
genecker, Yonker & McGoldrick
(2009) stated that employee health is a
significant potential competitive advan-
tage which is often overlooked by
companies. For this reason, valuing and
paying attention to employee health can
be an important sustainable develop-
ment issue for enterprises, organiza-
tions, and institutions. When enter-
prises strive to improve and strengthen
their employees’ health, increase levels
of job satisfaction, and lower occupa-
tional burnout, their employees will
make an even greater contribution to
the organization. Improving employee
health can also be used by enterprises
to reduce their costs, while managers
can use these cost savings to obtain
higher profits. Maintaining employee
health is a win-win competitive strat-
egy for enterprises: it not only im-
proves the health of the employees, but
also increases the enterprises’ competi-
tiveness and economic benefits. For
these reasons, this study mainly inves-
tigates the relationship between em-

ployee health, job satisfaction, and job

performance. The results of this study
may be used as a reference of manage-

rial practice by industry.

Literature Review

Studies Into Employee Health

In 1961, Professor Halbert Dunn
defined wellness as: integrating the
mind, body, and spirit, and being ori-
ented toward maximizing the potential
of which the individual is capable
within the environment where they are
functioning, while striving to maintain
a healthy state and developing the indi-
vidual’s greatest potential to achieve an
overall perception of well-being. Well-
being is a subjective state which covers
health, happiness, satisfaction, comfort,
and contention. This state includes the
physical, materialistic, social, emo-
tional, and active aspects which make
up one’s quality of life. In addition,
Hettler (1980) developed his Six Di-
mensions of Wellness Model which
includes physical, social, emotional,
intellectual, occupational, and spiritual
health. Later research took this one step
further and discovered that employee
health influences the employees’ judg-
ment of their self-efficacy as well as
their overall positivity. For instance,
people with a proactive mindset, posi-
tive mood, and a belief in themselves

(Mitchell, Hopper, Daniels, George-
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Falvy, & James, 1994), as well as those
with a positive attitude all have an in-
creased commitment to work obliga-
tions, better perceived value of their
work, confidence that results will be
achieved (Erez & Isen, 2002), and es-
tablish even greater goals (Ilies &
Judge, 2005). Previous empirical stud-
ies have discovered that employee
health has a clear link with organiza-
tional citizenship behavior (OCB)
(Taris, 2006; Wright, Cropanzano,
Denney, & Moline, 2002), an individ-
ual’s job performance, as well as an
organization’s overall performance.
When employees have a proactive and
positive approach to their health, it has
a clear positive impact on their enthusi-
asm at work (Beck et al., 1987). Fur-
thermore, when employees are physi-
cally fit with good mental and physical
health it has a stabilizing effect on their
physiology, psychology, emotions, rec-
ognition, and interpersonal relation-

ships at work.

Studies Into Job Satisfaction And Oc-

cupational Performance

According to the social exchange
theory, employees see their work as a
contribution and exchange with the or-
ganization which they work for, with
increased performance at work leading
to the expectation of more remunera-

tion from the organization (Van Dyne,

Graham, & Dienesch, 1994). The social
cognitive theory perspective explains
that employee job satisfaction within an
enterprise influences the employees’
attitudes to their work (Eagly &
Chaiken, 1993; Fishbein & Ajzen,
1975), with this attitude leading to re-
muneration as part of their job per-
formance (Naylor, Pritchard, & Ilgen,
1980; Vroom, 1964). As a result of this,
scholars have concluded that there is a
positive correlation between job satis-
faction and job performance (Edwards
& Bell, 2008). Brief (1998) believed
that job satisfaction is an attitude which
stems from the comparison of an em-
ployee’s expectations of a job with the
actual results seen (Misener, Haddock,
Gleaton, Ajamieh, 1996). Job satisfac-
tion includes both internal and external
satisfaction. Internal satisfaction covers
the enjoyment obtained from a job’s
intrinsic interest, excitement, accom-
plishments, autonomy, responsibilities,
and opportunities; whereas external sat-
isfaction refers to the enjoyment ob-
tained from a job’s environment, salary
and benefits, opportunities for ad-
vancement, effective operation, along
with efficient organization and deci-
sion-making (Kalleberg, 1977; Rorter,
Steers, Mowday, & Boulian, 1974).
High levels of job satisfaction can
stimulate enthusiasm and positive feel-
ings among employees toward their

companies, making them more willing
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to exert themselves while carrying out
their tasks and responsibilities. This
ultimately benefits and helps to in-
crease the organizations’ performance
(Eagly & Chaiken, 1993; Judge, Bono,
Thoresen & Patton, 2001). Luthans
(1992) pointed out that high levels of
job satisfaction have a direct correla-
tion with good physical fitness and
health among employees. Similarly,
Spector (1997) indicated that improv-
ing the overall health condition of em-
ployees is one way of achieving job
satisfaction. To summarize the above-
mentioned studies, employee health is
an important element which affects job
satisfaction. It can therefore be used as
an early warning sign for organizations
to be aware of human resource issues in
a timely manner. This means that ac-
tion can be taken when required to
maintain the enterprises’ operations and

production capacity.
Research Methodology
Research Framework
In accordance with the aims of
this study and other relevant literature,

this study proposes a framework for the

relationship between employee health,

job satisfaction, and job performance.

This framework is shown in Figure 1.

Research Hypotheses

This study proposes the following
hypotheses in accordance with the aims
of the study and other relevant litera-

ture:

Hypothesis 1: Employee health has a
noticeably positive impact on job

performance.

Hypothesis 2: Employee health has a
noticeably positive impact on job

satisfaction.

Hypothesis 3: Job satisfaction has a
noticeably positive impact on job

performance.

Research Participants

This study issued questionnaires to
specifically chosen enterprises in Tai-
wan which employ more than 100 full-
time employees. A variety of organiza-
tion types including public agencies,
private companies, as well as for-profit

and non-profit organizations
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Employee
Health

Job
Performance

Job
Satisfaction

Figure 1. Research framework

were approached. The questionnaire
was then distributed in northern, cen-
tral, and southern Taiwan, and adopted
a cluster sampling method which ran
from June 2014 to May 2015. A total of
530 questionnaires were sent out and
493 were returned, giving a return rate
of 93.0%. After deducting 60 incom-
plete questionnaires which were
deemed invalid, the total number of
valid questionnaires was 433, resulting

in an effective return rate of 87.8%.

Research Tools

The content of this study’s ques-
tionnaire was mainly compiled by
amalgamating the areas covered in the

literature review. The Employee Well-

ness Scale referred to the five factors of
wellness in the research scales put for-
ward by Myers & Sweeney (2008), and
were then edited in accordance with the
scales used by Porter, Claycomb &
Kraft (2008) by translating a total of 23
statements for the questionnaire. The
Occupational Burnout Scale referred to
the theories put forward by Maslach
(1982), and were edited in accordance
with those used by Almer & Kaplan
(2002) to create 9 statements. The Job
Performance Scale referred to the theo-
ries on job performance as put forward
by Choo (1986), as well as those used
by Fisher (2001) to create 9 statements.
Each of the aspects covered in this
study used the Likert Scale for meas-

urement, with each statement using a
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score ranging from 1 (strongly dis-

agree) to 5 (strongly agree).

Data Analysis

This study took all of the data
from returned valid questionnaires and
encoded it, removed any errors, organ-
ized it, dealt with missing values, con-
verted the reverse-wording questions,
and then examined and combined the
scales. After a final check to ensure no
errors were present, the data was ana-
lyzed and collated using SPSS for
Windows 19.0.

Results And Discussion

Factor Analysis

Employee Wellness Scale.

This study used Principal Com-
ponent Analysis (PCA) to carry out fac-
tor analysis. After using the Varimax
Method to perform orthogonal rotation,
the factor loading values which were
extracted were all greater than .5. The
factors were segmented as follows:
Factor 1 was named “Staying Healthy”
and contained four statements with an
explained variation of 14.516%; Factor
2 was named “Coping Mechanisms”
and contained four statements with an
explained variation of 10.959%; Factor

3 was named “Health Awareness” and

contained five statements with an ex-
plained variation of 14.446%; Factor 4
was named “Social Support” and con-
tained five statements with an ex-
plained variation of 12.683%; Factor 5
was named “Individual Values” and
contained five statements with an ex-

plained variation of 13.816%.

Job Satisfaction Scale.

This study used Principal Component
Analysis (PCA) to carry out factor
analysis. After using the Varimax
Method to perform orthogonal rotation,
the factor loading values which were
extracted were all greater than .5. Fac-
tor was named “Job Satisfaction” and
contained nine statements with an ex-
plained variation of 67.483%.

Job Performance Scale.

This study used Principal Com-
ponent Analysis (PCA) to carry out fac-
tor analysis. After using the Varimax
Method to perform orthogonal rotation,
the factor loading values which were
extracted were all greater than .5. Fac-
tor was named “Job Performance” and
contained nine statements with an ex-
plained variation of 60.709%.

Reliability Analysis

The internal consistency coeffi-

cients from this study (using Cron-
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bach’s a value) are as follows: Staying
Healthy: .830, Coping Mechanisms:
.816, Health Awareness: .858, Social
Support: .806, Individual Values: .841,
Job Satisfaction: .939 and Job Perform-

ance: .918.

Correlation Analysis

Table 1 shows the results of the
correlation analysis that was carried
out. A description of the correlations
for each of the variables is as follows:
The product-moment correlation be-
tween employee health and job per-
formance is r(431) = -.615, p <.01.
This shows that when employees have
a better understanding of health, their
job performance is better. The product-
moment correlation between employee
health and job satisfaction is r (431) = -
.539, p <.01. This shows that when
employees have a better understanding
of health, they are more satisfied at
work. The product-moment correlation
between job satisfaction and job per-
formance is r (431) =-.722, p < .01.
This shows that the more satisfied em-
ployees are, the better they perform at

work.

Employee Health and Job Performance

Regression Analysis

In accordance with the returned

questionnaires, the variables were en-

tered into the regression analysis in two
stages. The five aspects used as control
variables for the analysis were: gender,
age, level of education, length of ser-
vice, and the independent variable.
These were used to examine the influ-
ence on job performance which served
as the dependent variable. The results

are shown in Table 2.

In the first stage, the control vari-
ables were inserted to understand the
impact of these variables on the job
performance dependent variable. Model
1 (M1) was produced, with the F-test
value of significant overall explanatory
power being 6.289 which shows that
the results were statistically significant
(p<.001). The R2 value for M1 was
0.56, AdjR2 was 0.47, and AR2 in-
creased by 0.56.

In the second stage of the analy-
sis, employee health was included as an
independent variable and Model 2 (M2)
was produced. From this it can be seen
that there is a clear positive correlation
between employee health and job per-
formance, with an F value of 56.486
showing that the results were statisti-
cally significant (p<.001). The R2
value for M2 was .398, AdjR2 was
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Table 1. Correlation Analysis For The Employee Health, Job Satisfaction, Occupa-
tional Burnout, And Job Performance Scales (N=433)

1 2 3 4 5 6 7 8

1. Gender 1.000
2. Age - 1.000

241%*
3. Levelof -.076 - 1.000
Education 213%*
4. Length of - 825%* - 1.000
Service 126%* 268%*
5. Employee .066 - 010 - 1.000
Health 138** 183**
6. Job Satis- .066 - .075 - .539** 1.000
faction 219%* 234%*
7. Occupa-  .036 169**  -016 A83** - 1.000
tional Burn- 399%*  589%**
out
8.Job Per- -.018 - -.030 - O15%* 72k *k 1.000
formance 145%* 208%* S525%*
Average 1.56 2.89 3.05 3.22 48.92 20.51 3149 20.01
Standard 497 1.024 516 1.538 10.125 5.815 4911 4.775

Deviation

Note: * refers to a significant correlation when the level of significance is .05; **
refers to a significant correlation when the level of significance is .01; *** refers to a

significant correlation when the level of significance is .001.

391, and AR?2 increased by .343.
The regression B coefficient for em-
ployee health was .597, and the level
of significance was reached
(p<.001), showing that employee’s
job performance is better when they
are healthier. Therefore, the hypothe-
sis proposed by this study that em-
ployee health has a noticeably posi-
tive impact on job performance is

supported.

According to Table 3, the tol-

erance figures for Models 1 and 2 are

both greater than 0.1. As the variance

inflation factor (VIF) is also under

the standard value of 10, this shows

that there are no repeated collinearity

issues within the models. Checking

for unique error terms was carried
out using the Durbin-Watson (D-W)
statistic. With all of the values
achieved being between 1.000 and
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Table 2. Employee Health And Job Performance Regression Analysis

Dependent Variable: Job Performance

B Coefficient (Model 1) B Coefficient (Model 2)

Control Variables

Gender -.047 -.076

Age .064 .027
Level of Education -.099 -.077
Length of Service -.293 -.151
Independent Variable

Employee Health S97HE*

F Value 6.289%** 56.486%**
R? 056 398
AdjR? 047 391

AR’ 056 343

Note: * refers to a significance level greater than .5 (p<.05); ** refers to a
significance level greater than .01 (p<.01); *** refers to a significance level greater
than .001 (p<.001)

Table 3. Collinearity Diagnosis As Part Of A Regression Model For Employee
Health And Job Performance

Model Research Tolerance VIF Durbin-Watson

Variable

M1 Gender 0.913 1.095
Age 0.301 3.325 1.823
Level of Edu- 0.916 1.092
cation
Length of 0.307 3.258
Service

M2 Gender 0.911 1.097
Age 0.300 3.329
Level of Edu- 0.914 1.094 1.765
cation
Length of 0.301 3.317
Service
Employee 0.962 1.039
Health

Employee Health and Job Satisfaction
2.000 (which is close to the value of 2), Regression Analysis
this shows that there are no instances of
autocorrelation. In accordance with the returned

questionnaires, the variables were en-
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tered into the regression analysis in two
stages. The five aspects used as control
variables for the analysis were: gender,
age, education level, length of service,

and the independent variable. These

were used to examine the influence on
job performance which served as the
dependent variable. The results are
shown in Table 4.

Table 4. Employee Health And Job Satisfaction Regression Analysis

Dependent Variable: Job Satisfaction

B Coefficient (Model 1) B Coefficient (Model 2)
Control Variables
Gender .029 .005
Age -.069 -.102
Level of Education .017 .036
Length of Service -.168 -.045
Independent Variable
Employee Health S16%**
F Value 6.550%** 38.989%**
R’ 058 313
AdjR? .049 305
AR? 058 256

Note: * refers to a significance level greater than .5 (p<.05); ** refers to a signifi-

cance level greater than .01 (p<.01); *** refers to a significance level greater than

001 (p<.001)

In the first stage, the control vari-
ables were inserted to understand the
impact of these variables on the job
performance dependent variable. Model
1 (M1) was produced, with the F value
being 6.550 which shows that the re-
sults were statistically significant
(p<.001). The R2 value for M1 was
0.58, AdjR2 was 0.49, and AR2 in-
creased by 0.58.

In the second stage of the analy-
sis, employee health was included as an
independent variable and Model 2 (M2)

was produced. From this it can be seen
that there is a clear positive correlation
between employee health and job satis-
faction, with the F-test value of signifi-
cant overall explanatory power being
38.989 which shows that the results

were statistically significant (p<.001).

The R2 value for M2 was .313,
AdjR2 was .305, and AR2 increased
by .256. The regression 3 coefficient
for employee health was .516, meaning
that the level of significance was
reached (p<.001). This result shows
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that employees are more satisfied with
their jobs when they are healthier.
Therefore, the hypothesis proposed by
this study that employee health has a
noticeably positive impact on job satis-

faction is supported.

According to Table 5, the toler-
ance figures for Models 1 and 2 are
both greater than 0.1. As the variance
inflation factor (VIF) is also under the
standard value of 10, this shows that
there are no repeated collinearity issues
within the models. Checking for unique
error terms was carried out using the
Durbin-Watson (D-W) statistic. With
all of the values achieved being be-
tween 1.000 and 2.000 (which is close
to the value of 2), this shows that there

are no instances of autocorrelation.

Job Satisfaction And Job Performance

Regression Analysis

In accordance with the returned ques-
tionnaires, the variables were entered
into the regression analysis in two
stages. The five aspects used as control
variables for the analysis were: gender,
age, education level, length of service,
and the independent variable. These
were used to examine the influence on
job performance which served as the
dependent variable. The results are
shown in Table 6.

In the first stage, the control vari-
ables were inserted to understand the
impact of these variables on the job
performance dependent variable. Model
1 (M1) was produced, with the F value
being 6.289 which shows that the re-
sults were statistically significant
(p<.001). The R2 value for M1 was
0.56, AdjR2 was 0.47, and AR2 in-
creased by 0.56.

In the second stage of the analysis
job satisfaction was included as an in-
dependent variable and Model 2 (M2)
was produced. From this it can be seen
that there is a clear positive link be-
tween job satisfaction and job perform-
ance, with the F value being 101.501
which shows that the results were sta-
tistically significant (p<.001). The R2
value for M2 was .543, AdjR2 was
.538, and AR2 increased by .488. The
regression P coefficient for job satisfac-
tion was .719, meaning that the level of
significance was reached (p<.001). This
result shows that employees perform
better at work when they are more sat-
isfied with their jobs.
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Table 5. Collinearity Diagnosis As Part Of A Regression Model For Employee

Health And Job Satisfaction

Model Research Tolerance VIF Durbin-Watson

Variable

M1 Gender 0.913 1.095
Age 0.301 3.325 1.708
Level of Edu- 0.916 1.092
cation
Length of 0.307 3.258
Service

M2 Gender 0.868 1.097
Age 0.295 3.329
Level of Edu- 0.910 1.094 1.743
cation
Length of 0.299 3.317
Service
Employee 0.550 1.039
Health

Table 6. Job Satisfaction And Job Performance Regression Analysis

Dependent Variable: Job Performance

B Coefficient (Model 1) B Coefficient (Model 2)
Control Variables
Gender -.047 -.069
Age .064 114
Level of Education -.099 - 111
Length of Service -.293 -.172
Independent Variable
Job Satisfaction JT19%**
F Value 6.289%** 101.501***
R’ 056 543
AdjR? 047 538
AR? 056 488

Note: * refers to a significance level greater than .5 (p<.05); ** refers to a signifi-

cance level greater than .01 (p<.01); *** refers to a significance level greater than

001 (p<.001)
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Therefore, the hypothesis pro-
posed by this study that job satisfaction
has a noticeably positive impact on job

performance is supported.

According to Table 7, the toler-
ance figures for Models 1 and 2 are
both greater than 0.1. As the variance

inflation factor (VIF) is also under the

standard value of 10, this shows that
there are no repeated collinearity issues
within the models. Checking for unique
error terms was carried out using the
Durbin-Watson (D-W) statistic. With
all of the values achieved being be-
tween 1.000 and 2.000 (which is close
to the value of 2), this shows that there

are no instances of autocorrelation.

Table 7. Collinearity Diagnosis As Part Of A Rregression Model For Job Satisfac-
tion And Job Performance

Model Research Tolerance VIF Durbin-Watson

Variable

M1 Gender 0.913 1.095
Age 0.301 3.325 1.823
Level of Edu- 0.916 1.092
cation
Length of 0.307 3.258
Service

M2 Gender 0.912 1.096
Age 0.300 3.330
Level of Edu- 0.915 1.093 1.865
cation
Length of 0.304 3.288
Service
Job Satisfac-  0.942 1.061
tion

Conclusion and Suggestions

Conclusion

This study used research de-
sign, the gathering of data, and the
results of empirical analysis to exam-
ine the relationship between em-

ployee health, job satisfaction, and

job performance. The results of this

empirical analysis are as follows:

Employee health has a noticea-
bly positive impact on job perform-
ance. When employees are in good
health, it helps to improve their effi-
ciency and efficacy at work. It also
gives them more originality, in-

creases their concentration levels,
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and improves their ability to adapt
and respond to the environment in
which they work. Overall, the health-
ier an employee is, the better their
performance at work will be.
Employee health has a noticeably
positive impact on job satisfaction.
When an employee is in good health,
it results in them having a more posi-
tive and proactive demeanor at work.
It also increases their ability to
shoulder their job’s responsibilities,
improves their attitude to work,
makes them more willing to put in
effort, and raises both commitment
and loyalty to the organization. Job
satisfaction has a noticeably positive
impact on job performance. When an
employee fits in better with an or-
ganization’s culture behavior, they
will in turn have a more positive atti-
tude toward their work. As previous
scholars identified that job satisfac-
tion positively impacts job perform-
ance, this study once again demon-

strates their contribution.

Suggestions

When the concept of health
capital is put into practice it can offer
business value for an organization.
This is because employee health is
an important hidden factor which
affects organizational performance.

When managers are seeking or have

found ways to increase job perform-
ance within the workplace, valuing
employee wellness is one of the
plans and strategies which can be
adopted to deal with production
costs. Organizations which value a
healthy workforce will influence the
physical, mental, and spiritual devel-
opment of their employees, as well
as employees’ acknowledgment of
the significance and value of the job
that they do. Any organization which
provides their employees with sup-
port and rewards at suitable intervals
can also receive the support and ap-
proval of their employees’ families.
Furthermore, aiding employees to
improve their health and implement-
ing measures which can improve
their health also helps an organiza-
tion with its human resource man-
agement. This includes reducing em-
ployee turnover, lowering employ-
ees’ work-related stress, and earning
increased profits for the company.
For this reason, organizations should
not only pay attention to job satisfac-
tion and occupational burnout in
their management practices, but also
take employee health into considera-
tion. Doing this will help them to
achieve further optimal management

results.
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