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ABSTRACT

This study has two objectives. The first objective is to investigate firm exploitation of search engine optimisation (SEO) techniques with respect to website traffic. The second objective is to report on the searching habits of Internet users. This study uses a qualitative descriptive approach that analyses 15 different case studies of business to business (B2B) and business to consumer (B2C) companies. These companies include nine banks, four telecommunication companies and two automotive companies. The in-depth, semi-structured interviews were administered by telephone and/or personal interviews. Additionally, a questionnaire-based survey was administered to Internet users to determine their web use and searching habits. The results demonstrate that firms are currently exploiting SEO at a limited level, that the use of social media is rare and that firms do not consider users’ searching habits. This study also reveals that 84% of web users spend up to two hours daily searching the Internet. The dominant search engine (i.e., the engine used by 90% of users) is Google. The use of social sites such as Facebook, Twitter, MySpace and Orkut is high among users (i.e., 85%). This study highlights the opportunities that SEO provides to companies with respect to the use of their corporate website as a strategic marketing tool.
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INTRODUCTION

The proliferation of low-cost Internet access has provided opportunities for companies to interact with millions of individual customers in a way that was previously unimaginable and only manageable through the use of intermediaries. Historically, firms used traditional media advertising channels such as television, radio and print media. The Internet is a formidable media channel for advertising and offers technological advantages such as search engine marketing, interactive websites and external links. Internet marketing provides a unique competitive edge for forward-thinking companies. Internet traffic is increasing aily because of a decrease in the price of Internet communication (Aldridge, Forcht, & Pierson, 1997), therefore, nearly every business, whether large or small’, business to consumer (B2C) or business to business (B2B), currently maintains a website. Businesses invest large amounts of capital in online marketing with respect to online sales, online information, advertisements for offline purchases and customer relationship management (Matheison, 1998; McGovern, 1999; Sainoske & Durlow, 1998). In 2007, the overall online advertising expenditure was USD21.4 billion (Ghose & Yang, 2008). The reason for this substantial spending is the businesses’ desire to create and maintain a competitive advantage (Wilder, 1999). Websites provide an opportunity to create and maintain relationships with mass customer bases and Internet users simultaneously and at a low cost compared to traditional media (Korgaonkar & Wolin, 2002). The marketers, through analysing website visitor click stream data, are able to obtain a complete picture of users that includes visitor information such as the pages viewed, the length of stay at a certain website, the products and services of interest, any marketing offers that appeal, and the items purchased (Deeter-Schmelz & Kennedy, 2002; Wilson, 2010).

The web technology is a pull technology (i.e., consumers visit websites to collect information; see Ho, 1997; Koh & Balthazard, 1997a, 1997b; Salam, Pegels, & Rao, 1997). Therefore, firms are eager to establish their visibility on the Internet to provide and promote products and services (Cheung, 1998). Similarly, transactions can be conducted (Hsieh & Lin, 1998), and firms can maintain competitive advantages (Bloch, Yves, & Segev, 1996; Brabston & McNamara, 1998; Jemmeson, 1997). Companies use several techniques to attract potential customers, such as banner ads, click-through functionality, pop-ups and external links. Today these companies have a recently recognised technique called search engine optimization (SEO).

SEO is the process of designing a website to appear early in search engine result pages (SERPs) when a user conducts a related search (Ghose & Yang, 2008). SEO is an effective promotional Internet technique for products and services (Cahill & Chalut, 2009, New York Times, 2009). Companies that recognise the value of SEO are investing heavily in the technology. SEO comprised 18% of all search engine marketing (SEM) for 2007 (Ghose & Yang, 2008). SEM includes paid search engine advertising (“sponsored advertising”) and SEO (“organic” advertising) (Murphy & Kielgast, 2008). According to eMarketer, 46% of online retailers ranked SEO as the best promotional tool (Ghose & Yang, 2008).


There is not a business in the world that should not feel threatened by the Internet, but companies willing to become engaged should find big opportunities.

(Egan & Pollack, 1995, p. 82)



Companies attempt to differentiate their strategies, and SEO adoption offers the opportunity to gain a competitive advantage. Previous research demonstrates that 80% to 90% of Internet users turn to search engines such as Google, Yahoo and MSN for information searches (Enaceanu, 2007). Ninety percent of users are interested in the first two pages, and 80% examine the first five pages (Suchánek, 2008). Therefore, marketers consider it crucial that their website appear on the initial search engine results page (SERP) listings. To attain a top position in the SERP, the SEO technique is effective, free and simple to apply and provides targeted marketing (Enaceanu, 2007; Kennedy, K. & Kennedy, B. B., 2008). SEO involves using keywords, linkages and meta-tags to design a website in a way that ensures priority placement on the search engine results page (SERP) in organic or natural search listings.

Other resources for SEO technology include blogs, social networks, content communities, forums and e-mail campaigns. These resources are collectively referred to as social network media (Constantinides & Fountain, 2008). Social networks are reaching an apex in terms of their usage. There were 133,000,000 blogs indexed from 2002 to 2008 (Sifry, 2008). According to comScore (2010), Facebook had 200,000,000 unique visitors in the month of December 2008 alone. Another study (Lenhart, 2009) indicated that adult participation (over the age of 18) in social networks rose from 8% in 2005 to 35% in 2008. These networks have facilitated global, real-time communication and have a significant and substantial degree of autocorrelation in customer-level revenue (Haenlein, 2010). Many companies have developed blogs and online forums to place their brands at the centre of a community. For example, Starbucks is present on Facebook and Twitter and has its own YouTube channel and online community website (Palmer & Lewis, 2009). The role that social networks can play with respect to SEO is related to the automatic system that search engines use to retrieve results and rank websites. These automatic systems use robots/crawlers that retrieve results from the Internet and simultaneously analyse a website’s performance and its presence in social networks. Based on the content, site design, site performance and site presence in social networks, these crawlers rank the site in a search engine results page (SERP). Thus, those websites that are most frequently discussed and visited or that have their content present in forums, blogs, and social sites (Facebook, Twitter, Orkut) are ranked higher than those that do not have a presence in social networks.


In Pakistan, the licensing of commercial Internet service providers began in 1996. By mid-1999, the licenses to provide Internet services were issued to approximately 100 organisations. By mid-2000, there were 500,000 Internet users in Pakistan. In 2005, the number of Internet service providers had surpassed 2000, and the number of Internet users increased to a total of 10.5 million. In 2008, the number of Internet users reached 18.5 million1. More people from all backgrounds are using the Internet daily. It is an indispensable tool for academics, experts, and business professionals. Search engines are used by many to find necessary information concerning products and services, and an opportunity exists for the Pakistani business community to take advantage of this medium. Sectors such as banking and telecommunications should adopt this technology to maintain a competitive edge. The banking sector of Pakistan is playing a pivotal role in the country’s economic growth. As of June 2010, the banking sector was composed of 36 commercial banks (including 25 local private banks, 4 public sector commercial banks and 7 foreign banks) and 6 Islamic banks2. These banks have significantly improved banking technology with the introduction of services such as Internet banking, ATMs, and mobile phone banking/branchless banking. Certain banks attempt to dominate the market by offering financial incentives such as loans, car leasing and car financing on lenient terms. Such leasing and financing of automobiles has led to competition in the automotive industry. However, the telecommunications sector in Pakistan has also witnessed an economic and financial boom in recent years. In 2011, the teledensity of the country reached 68.39%, an increase of 6.7% from the previous year, and the telecom sector contributed over Rs. 116.9 billion to the national income3. The number of mobile users reached 108.9 million in 2011 (a growth rate of 10%), and significant competition exists in the Pakistan telecom sector. Telecommunication companies are investing substantially in marketing media to attract users and to continue to develop new strategies to create and maintain a competitive edge.

The Pakistani business community does not fully understand the concept of SEO. Only a few companies that recognise the importance of SEO are incorporating SEO techniques to gain a competitive edge. In the current technological era, creating a website is not sufficient because millions of new websites are uploaded daily. The goal must be to attract users to a particular site. With over one billion websites listed on search engines, SEO offers a way for a company to ensure that customers find their particular site. This study will broaden the understanding of SEO by business individuals and demonstrate its significance.

This study has two objectives. The first objective is to investigate the SEO techniques of businesses in their attempts to increase website traffic. The second objective is to explore the web usage and searching habits of Internet users. The main objective of the investigation into SEO exploitation is to explore the level of awareness and expertise of this strategic marketing tool among industries. Similarly, by analysing the users’ web usage and searching habits, the study can determine whether local businesses have an opportunity to attract mass users to their websites.

THE LITERATURE CONCERNING SEARCH ENGINE OPTIMISATION (SEO)

To date, there is limited literature with respect to SEO. Certain descriptive and empirical studies have been conducted in this field. For example, Kharbanda (2006) discussed several web advertising techniques that companies can use to attain priority placement on search engines. Rimbach, Dannenberg and Bleimann (2007) demonstrated the ways in which companies can use their operational knowledge to attract customers. Similarly, Evans (2007) presented the most popular techniques to increase web page visibility with respect to Google searches. In one developmental study, Enaceanu (2007) provided SEO techniques for business websites. However, Murphy and Kielgast (2008) investigated small- and medium-sized hotels and the search engine marketing (SEM) strategies used to increase traffic to their websites. Ghose and Yang (2008) compared sponsored search advertising with organic listings in terms of conversion rates, order values and profits from a keyword advertisement. The significance of SEM techniques in e-business is discussed by Suchánek (2008). Cahill and Chalut (2009) discussed the “white hat” and “black hat” practices of optimisation and their impact on the results pages of search engines. Katona and Sarvary (2010) discovered an interaction between a list of organic results and a list of sponsored links on SERP and explored the inherent differences in attractiveness between sites. Yang and Ghose (2010) estimated the interrelationship between organic and paid search listings using a unique panel dataset based on several hundred keywords.

RESEARCH METHOD

The study includes 15 case studies that are composed of different B2B and B2C companies. These companies included nine banks, four telecommunication companies and two automotive companies. In-depth, semi-structured interviews were administered by telephone and/or personal interviews. Murphy and Kielgast (2008) adopted the same approach to investigate the exploitation of SEM by small- and medium-sized hotels. The specific questions related to SEO exploitation were constructed. The data were scrutinised by inspection and reported as summary information (Table 1), in addition to the quotes and opinions presented in a descriptive format. The names of the respondent companies were not disclosed and are referred to by the letters A to O.

A questionnaire-based survey was conducted among Internet users to analyse their web use and searching habits. The Internet users included male and female academics, experts and business professionals. The survey instrument was designed to measure the users’ web usage and searching habits. Items used in prior studies (Alwitt & Prabhakar, 1992; Ducoffe, 1996; Eighmey, 1997; Korgaonkar & Wolin, 2002) were reviewed in the construction of the instrument. The instrument was presented to the three experts who had extensive research experience. The three experts are the faculty members of Iqra University, Islamabad Campus. All possess PhD degrees and have published articles in international journals. Based on their recommendations, the instrument was revised and finalised. Certain demographic information that included gender, age, occupation and education was also collected. The questionnaires were distributed to 500 users. A total of 425 questionnaires were completed by the users. The response rate was 85%. After analysing the completed questionnaires, a total of 404 questionnaires were included in the study. The respondents included students, professionals and other Internet users.

RESULTS AND DISCUSSION

The Company Survey

All of the interviewees maintained a website. However, the websites are rarely the responsibility of a marketing manager but are instead managed and updated by the IT department. Table 1 reveals that of the 15 respondents, 9 respondents used SEO at a limited level and only two respondents exploited SEO at a strategic level (e.g., “SEO is critical”, “keep the content relevant and related to the keywords”, “SEO is a very important part of our Internet marketing”, and “being we are isolated, it is important to be visible on the Internet”).

The results are similar to the findings of Murphy and Kielgast (2008), which also demonstrated that SEM in general, and SEO specifically, are not used at a strategic level by most respondents. One respondent in this current study stated that “we use the services of a third party for SEO exploitation”. Two respondents stated that they run a B2B business and have no need for SEO (i.e., “it very important – but we have regular clients and we do not need SEO optimization”, “SEO not necessary – we rely on the destination”, “we have considerable local presence”).


Table 1

List of companies



	Company

	Industry

	SEO

	Social Media




	A
	Banking industry
	Keywords
	Social sites



	B
	Banking industry
	Meta tags
	Social sites, forums, blog



	C
	Banking industry
	Keywords
	None



	D
	Banking industry
	Keywords
	None



	E
	Banking industry
	None
	None



	F
	Banking industry
	Keywords
	Blog



	G
	Banking industry
	Keywords
	None



	H
	Banking industry
	None
	None



	I
	Banking industry
	None
	None



	J
	Telecommunication industry
	Outsourced
	None



	K
	Telecommunication industry
	Meta tags
	Social sites, forums, blog



	L
	Telecommunication industry
	Keywords
	Social sites, forums, blog



	M
	Telecommunication industry
	None
	None



	N
	Automotive industry
	None
	None



	O
	Automotive industry
	None
	None




Note: There are 15 respondent companies

The proliferation of the Internet has resulted in an increase in B2B Internet marketing (Avlonitis & Karayanni, 2000). Certain studies demonstrate the importance of Internet and website design as a B2B communication, sales, and customer relationship management (CRM) tool (Chakraborty, Srivastava, & Warren, 2005; Day & Bens, 2005; Deeter-Schmelz & Kennedy, 2004; Wilson, 2010). SEO is therefore a necessary and useful tool that can help a B2B company reach mass users through their website. One respondent reported, “We realise its importance and we are going to use SEO techniques.” Another respondent reported, “We have keywords and meta tags but do not update them.”

Table 1 reveals that the use of social media (e.g., forums, social sites and blogs) is rare among the companies in the sample. Of the nine respondents who claimed to exploit SEO exploitation, four of those respondents do not use any social network media (e.g., forums, social sites and blogs) but rely on updating their websites. One company has social sites only, and three have forums and blogs in addition to social sites. One company has a blog only. The respondents were asked whether they consider the search habits of Internet users in their exploitation of SEO techniques and all replied in the negative. These companies do not attempt to ascertain how users conduct a particular search, which search engine is more popular, how they write a query, and how many result pages they view. Moreover, the use of web analytics software is rare.

A website’s usability and performance is a concern for marketing executives. Because websites may lack effectiveness (Nielsen, 2000, pp.14–15), evaluating the specific design of each webpage is required to determine how well it is performing. A click-stream data analysis using analytics software provides information with respect to visitor sources, such as referring sites, direct visits, and search engines. This type of software also provides data concerning keywords used by the visitors to search a particular query. Five respondents stated that they use Google analytics. Analytics software facilitates the optimisation of company websites to improve placement in search engine results pages (SERPs).

The Users’ Survey

Data were collected from academics, experts, and business professionals. Internet users only were selected to participate in the study. The sample consisted of males (82%) and females (18%) who were primarily students (54%) and professionals (31%), with most individuals being between 20 and 30 years of age (76%). Table 2 presents the sample characteristics.

The purpose of exploring the web use and searching habits of the users is to demonstrate that an increasing number of users are utilising the Internet and search engines. The study explores search engine usage, the most popular search engines, the keywords used in search queries, and how many results pages are typically viewed. The use of social media is also examined. This type of information can facilitate an improved company SEO strategy to increase website traffic. Table 3 demonstrates that 46% of the respondents spend approximately 1–3 hours daily on the Internet. Most of the respondents use the web during the evening hours (36%) and at night (34%). Forty-nine percent of respondents use the Internet seven days a week, and 22% use the Internet over the weekend. Twenty-eight percent of users use the Internet during the week (Monday to Friday). The users were surveyed with respect to website choice, and 64% responded that they frequently searched for a site(s) that was new, different or better.


Table 2

Sample characteristics



	Characteristics
	Percent (%)




	Gender
	



	Male
	82




	Female
	18




	Age (years)
	



	Under 20
	6




	20 to 30
	76




	31 to 40
	15




	41 to 50
	2




	51 to 60
	1




	Over 60
	–




	Education level
	



	High school
	2




	Technical school
	2




	Some college
	12




	College graduate
	37




	Post graduate
	47




	Occupation
	



	Managerial
	5




	Professional
	31




	Technical
	5




	Student
	54




	Other
	5





Note: n = 404

Table 3 reveals the social media use among the users. It demonstrates that 10% of Internet users engage in blogging (i.e., they author a blog), whereas 11% only read. Thirty-five percent of users contribute to online discussion forums. The use of social sites such as Facebook, Twitter, MySpace and Orkut is high among the users (i.e., 85%). B2B and B2C marketers must realise the importance of this media and take advantage of the opportunities offered by SEO technology. Blogs can facilitate the sharing of information with respect to goods and services. Similarly, each update on a company website can also be shared on social sites. Customers have evolved from the traditional to the social customer and are connected via mobile devices to the Internet and their peers. Customers expect information to be available on demand and possess the tools and desire to simultaneously share received information and socialise with those trusted peers, regardless of whether they are personal acquaintances (Greenberg, 2010). Social sites provide the strategies and tools that can provide new levels of customer insight – the type of insight that allows customers to personalise their interactions and experiences (Pine & Gilmore, 1999). The interactions between companies and customers and between customers with their peers can facilitate the improvement of company website content and can raise website priority in search engine placement.


Table 3

User web use habits



	Statement
	Percent (%)

	Statement
	Percent (%)




	Hours spent per day on the Internet
	
	Day of week usage
	



	Zero hours
	1

	All seven days
	50




	Less than 1 hour
	15

	Weekends
	22




	1 to 3 hours
	46

	Weekdays (Monday to Friday)
	28




	3 to 4 hours
	14

	Website choice
	



	4 to 5 hours
	8

	Only visit the Websites you know you like
	36




	5 to 6 hours
	9




	6 to 10 hours
	5

	Surf the Internet frequently to search for a site(s) that is new, different or better
	64




	More than 10 hours
	1




	Time of the day usage
	
	Social Media
	



	Morning hours
	17

	Author a blog
	10




	Afternoon hours
	12

	Read a blog
	11




	Evening hours
	36

	Forum discussion
	8




	Night time
	34

	Social sites such as Facebook, Twitter, Orkut, Myspace
	71





Note: n = 404

This study also explored the searching habits of the respondents. The results demonstrate that 40% of respondents spend between one and two hours daily using search engines and that 44% spend less than one hour each day using search engines (Table 4). This information demonstrates that these users represent potential customers for companies. The results also demonstrate that 41% of respondents frequently search for the product/service information before purchasing. Sixteen percent of users searched frequently, and 27% sometimes searched for product/service information.

Table 4 depicts that ninety percent of respondents use Google for searching. This result supports the findings of Dudek, Mastora and Landoni (2007), that Google is the most widely used search engine. Similarly, certain studies demonstrate that Google is the dominant search engine (Robinson & Wusteman, 2007) and is superior in coverage and accessibility (Brophy & Bawden, 2005). Six percent of respondents use Yahoo. This is significant information for companies because it reveals the search engines that are most popular among users and allows companies to employ specific SEO techniques for that particular search engine. Most respondents write a query in their natural language (63%). Twenty-two percent of respondents use single keywords (e.g., the product or company name). The results pages of particular queries demonstrate that 75% of users do not venture beyond the first three pages. Twenty-four percent view the first page, 22% view the first and second pages and 19% view up to three pages. This finding implies that the majority of users do not like to navigate several pages of the search engine results. Although they may obtain the relevant information from the first three pages, the results demonstrate that users limit their attention to the first three pages, regardless of whether they obtain the relevant information. Only 25% of users venture beyond the third page of search engine results. Therefore, companies should realise the significance of priority listing of their sites on the SERP in attracting mass users.

CONCLUSION AND RECOMMENDATIONS

Search engines play a significant role in attracting a large number of users to business websites. Search engines have increased in popularity to the extent that more than 50% of all website visitors originate from a search engine (McCarthy, 2006). Search engines serve over 130 billion monthly user queries (comScore, 2010). The results of this study demonstrate that companies have an opportunity to increase their website traffic. The adoption of SEO is increasing, but there is still a lack of expertise. The use and frequent updating of valid keywords and meta-tags are necessary, but additional factors can enhance the effectiveness of the SEO technique. The use of social media is significant and useful in increasing website placement on SERPs; therefore, companies must use this resource. The concept of SEO is not fully established among the Pakistani business community, which would benefit from a deeper understanding of the effectiveness of this tool. An understanding of the search habits of users can facilitate effective SEO techniques. Four popular search engines, i.e., Yahoo, Google, MSN (Bing) and ASK, were included in the survey instrument to analyse Internet users’ preferences.


Table 4

User search habits



	Statement

	Percent (%)

	Statement

	Percent (%)




	Hours spent per day on search engines
	Search engine used
	



	Zero hours
	3

	Google
	90




	Less than one hour
	44

	Yahoo
	6




	1 to 2 hours
	40

	MSN(bing)
	1




	2 to 3 hours
	4

	ASK
	.002




	3 to 4 hours
	4

	Other
	3




	4 to 5 hours
	3

	Query writing style
	



	5 to 10 hours
	.24

	Use Boolean operators
	8




	More than 10 hours
	0

	Write a query in natural language
	63




	Product/service information search
	Write single keyword
	22




	Very frequently
	16

	Other
	3




	Frequently
	41

	Result pages viewed
	



	Sometimes
	27

	1 only
	24




	No
	2

	1 and 2 only
	32




	Never
	4

	Up to 3 pages
	19




	
	
	Up to 5 pages
	15




	
	
	More
	10





n = 404

Google is the dominant search engine; therefore, companies can use specific techniques, such as those presented by Evans (2007), which can raise their website visibility with respect to Google. Similarly, Enaceanu (2007) also presented useful SEO techniques for business websites that include submission of websites to search engines and web directories (DMOZ directory), site design, and content validity. Companies may use social media for SEO because they play a significant role in improving website placement in SERP. Additionally, conducting a survey among Internet users to ascertain the keywords used in particular product or service searches can enable the application of these keywords to company websites. Google provides keywords for websites, but these are typically generalised keywords and may be different when applied to a specific local ethnicity. To attract a specific target audience to a specific brand, it is necessary to understand that particular target’s web use and searching habits. Understanding the behaviour of users can facilitate company site optimisation. Therefore, it is advantageous to first understand the search habits of users before attempting to optimise a website.

PRACTICAL IMPLICATIONS

This study highlights the opportunities that exist with respect to SEO exploitation for companies. The study reports that there is opportunity for marketing executives to attract mass users through SEO strategies. Similarly, the study provides resources that can facilitate effective SEO. This study is valuable for business professionals, especially those in Pakistan, and facilitates the understanding and realisation of the importance of SEO.

FUTURE RESEARCH

This study analyses SEO adoption by companies and reports on Internet usage, searching habits, and the use of social media. Future empirical studies can establish a relationship between users’ searching habits and companies’ exploitation of SEO techniques. The cost implications can also be included in such an investigation. Future studies might investigate the possible benefits or drawbacks with respect to company adoption of SEO strategies.

NOTES

1.      Public Data, available at http://www.google.com/publicdata

2.      A report compiled by Aslam Pervez, Commercial Officer Consulate General of Switzerland in Karachi. Download from http://www.osec.ch/sites/default/files/PakistanBankingSector2011.pdf

3.      Annual report of Pakistan Telecommunication Authority. Download from http://www.pta.gov.pk/annual-reports/pta_ann_rep_11.pdf
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ABSTRACT

This study develops a mediation model in which high-performance human resource practices affect corporate entrepreneurship through two dimensions of knowledge sharing: knowledge collecting and knowledge donating. In a sample of 292 middle managers from Malaysia, we find that high-performance human resource practices relate positively to corporate entrepreneurship, and this relation is mediated by knowledge sharing. The results suggest that the willingness of middle managers to engage in knowledge sharing serves as a partial mediator to attenuate this positive relationship. However, an interesting outcome from this study is that although high-performance human resource practices are positively related to the willingness of middle managers to collect and donate knowledge, only middle managers’ willingness to donate knowledge was found to partially mediate the relationship between high-performance human resource practices and corporate entrepreneurship. We discuss the theoretical and managerial implications for human resource management research and practice.
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INTRODUCTION

Malaysia, a growing economy in Southeast Asia, faces the challenges of sustaining and improving firm competitiveness in an era of globalisation (Osman, Ho, & Galang, 2011). Corporate entrepreneurship (CE) can allow Malaysian firms to innovate, develop new businesses, and transform themselves to meet the rising challenges of dynamic and highly globalised environments. Remaining competitive in such environments requires organisational practices and policies that enhance competiveness. Although the importance of Human Resource (HR) practices as a source of competitive advantage has long been established in Western organisations, many countries in Southeast Asia still lack appreciation for its value (Othman & Teh, 2003; Bennington & Habir, 2003).

Studies have consistently found a positive relationship between high-performance HR practices (HPHRP) and various firm outcomes, including CE (Datta, Guthrie, & Wright, 2005; Subramony, 2009; Zhang & Ma, 2008; Zhang & Jia, 2010). High-performance HR systems are defined as “groups of separate but interconnected human resource (HR) practices designed to enhance employees’ skills and effort” (Takeuchi, Lepak, Wang, & Takeuchi, 2007, p. 1069). Increased globalisation and competition has further emphasized the importance of well-designed HR practices, which foster organisational environments conducive to knowledge sharing, to Malaysian firms (Osman et al., 2011). While it is conceptually reasonable to expect HPHRP to reinforce CE, the underlying mechanisms supporting this relationship remain unclear, especially within the Malaysian context (Fong, Ooi, Tan, Lee, & Chong, 2011).

Knowledge sharing involves the mutual exchange of knowledge and has been shown to contribute to increased organisational competitiveness and CE (Hayton, 2005; Van den Hooff & Van Weenen, 2004). Furthermore, organisations are becoming increasingly dependent on individual employees’ knowledge sharing behaviour to contribute to organisational effectiveness and CE (Kuratko, Ireland, Covin, & Hornsby, 2005; Hornsby, Kuratko, Shepherd, & Bott, 2009; Zhang & Ma, 2008). Studies have long emphasised middle managers and their discretionary behaviours as critical antecedents to CE (Hornsby et al., 2009; Nonaka & Takeuchi, 1995). Through their knowledge sharing behaviours, middle managers can facilitate knowledge application, innovation, and ultimately CE (Jackson, Chuang, Harden, & Jiang, 2006; Hayton, 2005; Nonaka & Takeuchi, 1995).

Despite the importance of middle managers and knowledge sharing in stimulating CE, there is little empirical evidence concerning specific knowledge sharing behaviours that support CE. To address this gap, we focus on middle managers’ knowledge collecting and donating behaviours as key behavioural actions through which CE is stimulated. We suggest that the relationship between HPHRP and CE is mediated by middle managers’ knowledge collecting and donating behaviours. We test our model on a sample of 292 middle managers from Malaysia.

Our study contributes to the existing literature in several ways. First, we address a vacancy in the literature with respect to the mediating mechanisms of HPHRP that affect organisational outcomes. Second, we contribute to existing knowledge by empirically testing middle managers’ knowledge sharing behaviours that may link HPHRP to CE. Finally, the data collected from this study allows us to test the HR-CE relationship in the Asian context, providing an opportunity to create actionable knowledge that may benefit practitioners and academics alike.

THEORETICAL BACKGROUND AND CONSTRUCTS

High-Performance HR Practices

There is a growing interest in understanding how HR practices contribute to organisational outcomes and competitive advantages (Chen & Huang, 2009; Combs, Liu, Hall, & Ketchen, 2006; Montoro-Sánchez & Soriano, 2011; Subramony, 2009; Zhang & Jia, 2010). Substantial research in the HRM field has sought to pinpoint the characteristics of an optimal HR system for attaining competitive advantage, and support for a high-performance approach to HR management has emerged from these examinations. High-performance HR practices are bundles of HR practices that enhance the skills of the workforce, encourage participation in decision-making, and motivate employees to expend discretionary effort (Sun, Aryee, & Law, 2007).

Theorists continue to lament the lack of understanding of key mechanisms linking the utilisation of HPHRP to firm outcomes (Becker & Huselid, 2006; Chadwick & Dabu, 2009). In short, researchers have fairly strong evidence that HPHRP “work,” but are less clear as to exactly how this relationship functions. Organisational outcomes do not stem from the HR practices themselves, but rather from the human efforts arising from these HR practices (Way, 2002). Thus, HPHRP systems are effective to the extent that they positively affect employees and inspire them to contribute to important organisational outcomes.

Employee contributions to organisational outcomes are partially dependent on the extent to which employees display discretionary behaviours leading to organisational effectiveness. Recent empirical evidence suggests that HPHRP affect organisational outcomes through a range of discretionary behaviours, such as job satisfaction, affective commitment (Gong, Law, Chang, & Xin, 2009; Takeuchi, Chen, & Lepak, 2009), service-oriented citizenship behaviours, turnover (Sun et al., 2007; Zhang, Wan, & Jia, 2008), and social exchanges (Takeuchi et al., 2007). However, such studies have continued to provide limited insight into the effects of HPHRP on more proximal employee behaviours (Nishii & Wright, 2008; Sun et al., 2007), thereby leading to gaps in our understanding of the mechanisms linking HPHR to organisational outcomes.


In this study, we focus on one type of discretionary behaviour: knowledge sharing. In keeping with a relational view of knowledge sharing (Collins & Smith, 2006), we suggest that a supportive work environment facilitates knowledge sharing. Accordingly, employees’ perceptions of HPHRP are likely to foster their perception of a supportive organisational environment, thus motivating knowledge sharing behaviours.

Knowledge Sharing

Knowledge sharing is an important factor in successfully fostering CE (Argote & Ingram, 2000; Hayton, 2005). Knowledge sharing has been studied at the organisational, group, and individual levels (Jackson, et al., 2006). In this study, we focus on individual knowledge sharing behaviours. Arguments linking HR practices and CE often refer to the importance of individual-level mechanisms—that is, individuals’ motivations, cognition, and behaviours – and the interaction among those individuals (Felin & Foss, 2006; Hayton, 2005).

Knowledge sharing involves mutual exchanges among individuals, including sending and receiving knowledge. It is a relational act that incorporates communicating one’s knowledge to others as well as receiving knowledge from others (Van De Hoof & Van Weenen, 2004). Knowledge is often highly personal and not easily expressed, making it difficult to share (Kogut & Zander, 1992; Szulanski, 1996). Therefore, employee motivations for sharing knowledge cannot be taken for granted (Cabrera & Cabrera, 2005; Osterloh & Frey, 2000). While researchers have given consideration to the issue of knowledge sharing and organisational outcomes such as innovation and CE, they have seldom considered the role of individual employees in this process.

Scholars have argued that HR practices are likely to have the desired consequences on employee attitudes and behaviours only to the extent that they are consistently experienced and perceived by employees as intended (Bowen & Ostroff, 2004). Thus, studies have distinguished between different classes of management and knowledge sharing behaviour. While such studies have examined the knowledge sharing behaviours of top and operational-level managers (Chen, Chang, & Wang, 2008; Lin & Lee, 2004), few empirical studies exist on middle managers’ knowledge sharing behaviours. There are even fewer studies that consider the knowledge sharing behaviours of middle managers in the Malaysian context. Given Malaysia’s bid to be an economic powerhouse by 2020 (Jabatan Perangkaan Malaysia, 2006), there is a need for Malaysian firms to identify key HPHRP and individuals that contribute to competitiveness.


Middle Managers and Corporate Entrepreneurship

Sharma and Chrisman (1999, p. 262) define CE as the “process wherein an individual or a group of individuals, in association with an existing organisation, create a new organisation or instigate renewal or innovation within that organisation”. Managers at all organisational levels have critical strategic roles to fulfil in pursuit of CE (Kuratko et al., 2005; Ireland, Hitt, & Vaidyanath, 2002). Middle managers, whose roles and tasks differ from those of top and operational-level managers, have been identified in the literature as key organisational actors in fostering innovation and CE (Hornsby et al., 2009; Kuratko, et al., 2005). Middle managers’ strategic roles focus on the effective communication of information between the firm’s internal stakeholders (Kuratko et al., 2005). This communication of knowledge and information between the firm’s internal stakeholders is the foundation through which middle managers can support CE.

A key element of middle managers’ information communication roles is their knowledge sharing behaviour (Horsnby et al., 2009). Nonaka and Takeuchi (1995) suggest that middle managers’ central positioning in the firm allows them to actively and diligently collect knowledge within and outside the firm. Middle managers are frequently involved in parcelling and integrating knowledge and transferring it to others in the organisation (Nonaka & Takeuchi, 1995). Such behaviours could lead to increased innovation and firm performance, including sales growth and revenue from new products and services (Collins & Smith, 2006; Lin, 2007; Mesmer-Magnus & DeChurch, 2009). Despite scholarly efforts, there is still a lack of understanding regarding middle managers’ knowledge sharing behaviour in support of CE and how such behaviour emerges. Therefore, in this particular study we focus on specific two aspects of middle managers’ knowledge sharing behaviours in fostering CE: knowledge collecting and donating.

HYPOTHESIS DEVELOPMENT

High Performance HR Practices and CE

The management of CE is distinct from traditional management because of its greater uncertainty and knowledge intensity (Kanter, 1985). Fostering CE requires an enlightened approach to management, including decentralisation of authority, participation in decision-making, cooperation, avoidance of bureaucracy and encouragement of risk taking and creativity (Hornsby, Kuratko, & Montagno, 1999; Hayton, 2005).


It is generally believed that when HR practices are internally consistent they reinforce one another so that their sum is a synergistic influence upon desired employee behaviours (Hayton, 2005). More specifically, Hayton (2005) and Zhang and Jia (2010) have noted the importance of discretionary and spontaneous behaviours that are beyond explicit role requirements but essential for CE. From a social exchange perspective (Blau, 1964), the positive benefits of a supportive work environment obligate employees to reciprocate with behaviours that benefit the organisation. Similarly, Leana and Van Buren (1999) argued that employment practices akin to HPHRP foster high-quality exchange relationships, leading employees to assume the role of good organisational agents. Accordingly, we expect HPHRP to encourage employees to devote themselves to the organisation by contributing innovative ideas (Chen & Huang, 2009; Paul & Anantharaman, 2003). Supporting our contention is evidence linking HR practices to the creation of organisational environments that encourage discretionary entrepreneurial and risk-taking behaviours by employees (Sun et al., 2007; Zhang & Jia, 2010). Therefore, we propose the following:



	H1:
	 
	High-performance HR practices are positively related to CE.




High-performance HR Practices and Middle Managers’ Knowledge Sharing

Numerous studies have demonstrated knowledge sharing as an essential component in enabling organisations to enhance their innovation performance and reduce redundant learning efforts (Chen & Huang, 2009; Currie & Kerrin, 2003; Scarbrough, 2003; Wright, Dunford, & Snell, 2003). According to Van den Hooff and Van Weenen (2004), knowledge sharing consists of both knowledge collecting and donating actions. Knowledge donating refers to beliefs and behavioural routines related to the spread of learning among different individuals or organisational units, while knowledge collecting refers to the process of consulting colleagues to encourage them to share their intellectual capital (Van den Hooff & Van Weenen, 2004). An important challenge for organisations is to identify processes and factors that influence both of these actions (Jantunen, 2005).

Lepak, Liao, Chuk, and Harden (2006) argue that employees who believe that their efforts are an integral part of an organisation are more likely to engage in extra-role behaviours, such as sharing knowledge. Accordingly, studies have found combinations of HR practices that encourage employees’ knowledge sharing behaviours (Foss et al., 2009; Cruz et al., 2009). Middle managers will likely regulate their knowledge sharing behaviours based on self-interested cost-benefit analysis and the existence of trust (Currie & Kerrin, 2003; Davenport & Prusak, 2003; Foss, 2007). Previous studies have shown HPHRP to be a form of organisational inducement that can affect how employees perceive the quality of the employee-organisation relationship (Zhang & Jia, 2010; Cohen & Keren, 2008). Accordingly, HPHRP foster a supportive work environment that includes trust and cooperation, which can encourage middle managers to share their knowledge (Wang & Noe, 2010). Therefore, we argue that HPHRP will facilitate middle managers’ knowledge collecting and donating behaviours. We propose the following hypotheses:



	H2a:
	 
	High-performance HR practices are positively related to middle managers’ knowledge collecting behaviour.



	H2b:

	 
	High-performance HR practices are positively related to middle managers’ knowledge donating behaviour.





Middle Managers’ Knowledge Collecting and Donating Behaviour and CE

Hayton (2005) highlighted the importance of internal knowledge exchanges in fostering CE. Knowledge represents a critical organisational resource that provides a sustainable competitive advantage in a competitive and dynamic economy (Davenport & Prusak, 1998; Jantunen, 2005). From a social exchange perspective, middle managers’ are more appropriately positioned than lower- or senior-level managers to collect and donate knowledge. We predict that middle managers’ knowledge collecting and donating behaviours will be positively related to CE. When middle managers donate their knowledge to others in the organisation, collective learning and synergistic benefits are likely to be generated. This can result in production cost savings, faster turnaround times for new product development, individual entrepreneurial behaviour, and firm innovation (Collins & Smith, 2006; Chen & Huang, 2009).

Similarly, middle managers’ knowledge collecting behaviours provide the organisation with the opportunity to modify its knowledge stock, increasing the potential for new innovative and entrepreneurial practices. Hansen (1999) suggested that knowledge collecting represents a key aspect of successful project completion, especially for organisations actively involved in innovation projects (Yli-Renko, Autio, & Sapienza, 2001). When middle managers are simultaneously involved in the collecting and donating of knowledge, firms can reduce uncertainty and achieve administrative and technological advantages (Li & Calantone, 1998). This leads not only to product and process innovation but also to strategic renewal. Therefore, the following hypotheses are proposed:



	H3a:
	 
	Middle managers’ knowledge collecting is positively related to corporate entrepreneurship.



	H3b:

	 
	Middle managers’ knowledge donating is positively related to corporate entrepreneurship.





The Mediating Role of Middle Managers’ Knowledge Collecting and Donating Behaviours

As argued in the preceding sub-sections, HPHRP positively influence middle managers’ knowledge collecting and donating behaviours, which in turn are important antecedents to CE. Therefore, middle managers’ knowledge sharing behaviour is likely to mediate the relationship between HPHRP and CE. This implicitly suggests that although both knowledge collecting and donating behaviours would be positive to CE, middle managers’ central positioning (i.e., they have access to both top- and bottom-level knowledge) make their knowledge sharing essential to CE.

Middle-managers’ knowledge sharing behaviour can be strongly shaped by their perceptions of the organisation’s internal environment (Cabrera, Collins, & Salgado, 2006; Lin, 2007). Our earlier discussions suggest that HR practices can develop an internal environment conducive to employee knowledge sharing (Podsakoff & MacKenzie, 1997). Hence, we argue that extensive knowledge collecting and donating by middle managers is unlikely to occur without HPHRP, and CE is therefore likely to be ineffective. Thus, we propose the following hypotheses:



	H4a:
	 
	Middle managers’ knowledge collecting mediates the relationship between high-performance HR practices and CE



	H4b:

	 
	Middle managers’ knowledge donating mediates the relationship between high-performance HR practices and CE.





METHODOLOGY

Data Collection and Sample

We employed a questionnaire survey design to test the validity of our research model and hypotheses. Participants were recruited from public and private Malaysian university continuing education/training programs for middle managers. The participants held middle-management positions in their respective firms. The authors distributed 600 questionnaires over a three-month period in 2011. Of the 323 returned questionnaires, 31 were incomplete, leaving 292 valid and complete questionnaires for analysis. This represented a response rate of 48.7%. Of the 292 respondents, 49.0% were male and 51.0% were female. The mean age of respondents was 32.41 (s.d. = 8.30). The most frequently occurring industry classifications for this sample were Manufacturing (43.3%), Service (including finance and real estate; 22.6%), and Retail (17.6%). Table 1 provides the demographics of the sample respondents.


Table 1

Demographic characteristics of sample



	
	N = 292
	%




	Gender
	
	



	Males
	143
	49.00




	Females
	149
	51.00




	Marital Status
	
	



	Single
	162
	55.50




	Married
	114
	39.00




	Separated/Divorced
	7
	2.40




	Skipped Question
	9
	3.10




	Highest Educational Attainment
	
	



	Diploma
	22
	7.50




	Bachelor’s Degree
	 189
	64.70




	Masters Degree
	 69
	23.60




	PhD
	 6
	2.10




	Skipped Question
	6
	2.10




	Years of Experience
	
	



	Less than 1 year
	17
	5.80




	1−5 years
	90
	30.80




	6−10 years
	82
	28.10




	More than 10 years
	103
	35.30




	Organisational Tenure
	
	



	Less than 1 year
	57
	19.50




	1−5 years
	161
	55.10




	6−10 years
	44
	15.10




	More than 10 years
	30
	10.30





Measures

In addition to the control variables, corporate entrepreneurship (the dependent variable), HPHRP (the independent variable) and knowledge collecting and donating (the mediator variables) were all measured using a five point Likert scale (1 = strongly disagree to 5 = strongly agree).

High-performance human resource practices

High-performance HR practices were measured using Sun, Aryee and Law’s (2007) 27-item scale. The scale measures eight dimensions: selective staffing, extensive training, internal mobility, employment security, broad job design, results-oriented appraisal, rewards, and participation. Example items were provided, such as “Very extensive efforts are made in selection.” We used an additive index to reflect a single comprehensive measure of an HR system (Batt, 2002). Becker and Huselid (1998) suggested that the strategic HR management resource literature demonstrates a preference for a “unitary index that contains a set of theoretically appropriate HRM practices derived from prior work” (1998, p. 63). This study reported an overall Cronbach’s α of 0.92. Individual subscale Cronbach’s α values were 0.84 for selective staffing, 0.83 for extensive training, 0.69 for internal mobility, 0.72 for employment security, 0.85 for broad job design, 0.81 for results-oriented appraisal, 0.59 for rewards, and 0.81 for participation.

Middle managers’ knowledge collecting and donating

Knowledge sharing was measured using a 14-item scale developed by Van den Hooff and Van Weenen (2004). The scale consists of two dimensions: knowledge collecting and donating. Knowledge collecting was measured using eight items. Example items included, such as “Knowledge sharing with my colleagues outside of my department is considered a normal thing.” Knowledge donating was measured using six items. Example items included, such as “Knowledge sharing with colleagues within my department is considered a normal thing.” The Cronbach’s α values for knowledge collecting and knowledge donating were 0.88 and 0.85, respectively.

Corporate entrepreneurship

Corporate entrepreneurship was measured using Covin and Slevin’s (1991) nine-item scale. The scale measured a firm’s tendencies towards innovation, risk-taking and proactiveness. Specifically, innovation is creating and introducing new products, production processes and organisational methods. Venturing is expanding operations into existing or new markets, while strategic renewal is changing the scope of the business and its competitive approaches. Respondents were asked to categorise their firm’s strategic posture in terms of these nine items. The mean ratings on these items were used as the firm’s strategic posture. The higher the score is, the more entrepreneurial the strategic posture of the firm. This study reported a Cronbach’s α of 0.88.

Controls

The number of years of working experience and current length of job tenure were both included in this study as control variables.

RESULTS

Descriptive Analysis

The descriptive statistics and reliability coefficients for HPHRP, knowledge collecting and donating and CE are presented in Table 2.


Table 2

Means, SDs, reliability coefficients



	Variables
	Mean

	SD

	α

	Skewness

	Kurtosis




	High Performance Human Resource Practices (HPHRP)
	93.72

	3.41

	0.92

	–0.21

	0.35




	Knowledge Collecting
	27.32

	4.01

	0.88

	–0.32

	0.52




	Knowledge Donating
	21.33

	4.10

	0.85

	–0.19

	–0.13




	Corporate Entrepreneurship
	3.20

	0.80

	0.88

	–0.37

	0.08





This study used variance inflation factors (VIF) to examine the effect of multicollinearity. The values of the VIF associated with the predictors show a range from 1.00 to 1.61, which fall within acceptable limits (Hair, Anderson, Tatham, & Black, 1998), suggesting no need for concern with respect to multicollinearity. Table 3 presents the zero-order correlations among the study variables. As shown in Table 3, HPHRP were related to CE, knowledge collecting and donating, thus supporting H1, H2a and H2b. Both knowledge collecting and donating were related to CE, thereby supporting hypotheses 3a and 3b.

To test H4a and H4b, we conducted a mediated regression analysis following the procedure outlined by Barron and Kenny (1986). First, we established the relationship between HPHRP and the mediators (knowledge collecting and donating). The regression results are presented in Table 4. HPHRP and the control variables accounted for significant variance in knowledge collecting (R2 = .06, F = 7.57, p < .01) and donating (R2 = .13, F = 15.53, p < .01).


Table 3

Zero ordered correlations among study variables



	Variables
	1

	2

	3

	4

	5




	1. Experience
	
	
	
	
	



	2. Tenure
	0.58**

	

	

	

	




	3. HPHRP
	–0.06

	0.06

	

	

	




	4.Knowledge collecting
	–0.03

	0.08

	0.25**

	

	




	5.Knowledge donating
	0.04

	0.10

	0.37**

	0.57**

	




	6. CE
	0.04

	0.04

	0.46**

	0.30**

	0.18**





** p < .01


Table 4

Multiple regression analysis of knowledge sharing dimensions



	Variable
	Knowledge collecting

	Knowledge donating




	
	b

	b




	Experience
	–0.41

	–0.04




	Tenure
	0.57

	0.41




	HPHRP
	0.10**

	0.15**




	R2
	0.06

	0.13




	F
	7.57**

	15.53**





** p < .01

Second, we established the relationships between HPHRP, knowledge collecting, donating and CE by entering the IV (high performance human resource practices) along with the controls (experience and tenure) in block 1 and the two mediators (knowledge collecting and donating) in block 2. The regression results are presented in Table 5.

In block 1, HPHRP and the control variables accounted for significant variance in the DV (R2 = .20, F = 25.94, p < .01) and the coefficient was significant (b = 0.04, p < .01). In block 2, the mediators added significant variance to the DV (R2 = .22, F = 17.36, p < .01). Knowledge donating was a significant predictor of CE (b = 0.03, p < .05), but knowledge collecting was not (b = –0.02, p > .05). When the mediators were entered in block 2, the coefficient for the IV decreased to b = 0.03 (p < .01), suggesting a partial mediation.


Table 5

Multiple regression analysis of corporate entrepreneurship



	Variable
	b

	R2

	∆R2




	Step 1
	
	0.21**

	0.21**




	Experience

	0.06

	

	




	Tenure

	–0.03

	

	




	HPHRP

	0.04**

	

	




	Step 2
	

	0.22**

	0.01**




	Experience

	0.06

	

	




	Tenure

	–0.04

	

	




	HPHRP

	0.03**

	

	




	Knowledge collecting

	–0.00

	

	




	Knowledge donating

	0.03*

	

	





* p < .05; ** p < .01

We tested the model of knowledge collecting and donating as mediators of the relationship between HPHRP and CE using 5,000 bootstrapping resamples (Preacher & Hayes, 2004, 2008; Preacher, Rucker, & Hayes, 2007). Mediation is said to be significant if the 95% Bias-corrected and accelerated (BCa) confidence intervals (CI) for the indirect effect do not include zero (Preacher & Hayes, 2004, 2008; Preacher et al., 2007). Bootstrap results showed that after controlling for the effect of years of experience (b = .06, SE = .05, p = .29) and tenure (b = –.04, SE = .06, p = .49), HPHRP had a significant total effect (b = .04, SE = .01, p < .01) and a significant residual direct effect (b = .03; SE = .01, p < .01) on CE. The combined mediators partially mediated the relationship between HPHRP and CE (i.e. lower 95% CI = .0010, upper 95% CI = .0089). However, a deeper examination of the specific indirect effects indicated that only knowledge donating was a partial mediator because its 95% BCa bootstrap CI [0.0010, 0.0094] did not contain zero. Knowledge collecting did not contribute to the indirect effect above and beyond knowledge donating. The Sobel test further supported the finding that knowledge donating was a significant partial mediator (z = 2.30, p = .02). Thus, H4a is supported, but H4b is not.

DISCUSSION

We found high performance HR practices to be positively related to middle managers’ knowledge collecting and donating behaviours as well as to CE. However, only middle managers knowledge donating partially mediated the relationship between HPHRP and CE. Several theoretical contributions emerge from our findings.

At a broad level, this study contributes to strategic HRM scholarship by revealing critical “black box” elements linking HPHRP to organisational outcomes. Our results suggest that the attitudes and behaviours of individual actors have the potential to be affected by the system of HR practices employed by the organisation and to affect important organisational outcomes. Our results are consistent with Bowen and Ostroff’s (2004) intermediate model of the linkages between HR systems and outcomes. More specifically, our study joins the existing conversation linking HR practices to CE. Our findings suggest that the effects of HPHRP may partially operate through a path connecting middle managers’ discretionary behaviours and ultimately CE. Because previous studies have not adequately explained how HPHRP influences CE, this study investigated whether middle managers’ knowledge collecting and donating behaviours mediates the HR-CE relationship.

A surprising finding to emerge from our study was that only middle managers’ knowledge donating behaviour partially mediated the relationship between HPHRP and CE. As middle managers begin to sense greater commitment from their organisation as expressed via HPHRP, they are likely to engage in knowledge sharing behaviours that help the organisation. Middle managers’ knowledge donating behaviours can provide critical task information and know-how to help and collaborate with others to solve problems, develop new ideas, or implement policies or procedures (Cummings, 2004; Pulakos, Dorsey, & Borman, 2003). Additionally, middle managers’ knowledge donating is likely to have continued positive effects on the organisation. It bears noting that individual knowledge donating can generate collective learning and synergistic benefits for the organisation.

We also contribute to the strategic HRM literature highlighting the importance of assessing the role of the human element in HRM (Gerhart, 2005). Gerhart (2005) argues that strategic HRM research should refocus its efforts on determining the effects of employee attitudes on outcomes and how HR systems can contribute to such processes. Although prior studies have generally suggested that middle managers’ information communication roles are important in enabling CE (Hornsby, Kuratko, & Zahra, 2002; Hornsby et al., 2009), few studies have empirically examined it. By examining the mediating effect of middle managers’ knowledge collecting and donating behaviours, this study improves our understanding of how middle managers’ behaviours promote CE. Doing so also addresses calls “to further delineate the roles of all managerial levels in the CE process” (Kuratko et al., 2005, p. 711).


Finally, we contribute to research on CE in developing market contexts. Existing studies on CE are limited to Western developed markets, and only a few studies have been conducted in emerging and developing contexts (Zhang et al., 2009). While a small number of scholars have demonstrated the importance of CE in transition economies such as China (Chen & Huang, 2008), this line of research has mainly focused on firms in general. Thus, we have little understanding of how or what types of individual discretionary behaviours contribute to CE in such contexts.

CONCLUSION

This study examined the mediating effect of middle managers’ knowledge collecting and donating behaviour on the relationship between HPHRP and CE. Our results extend the HPHRP and CE literatures by demonstrating the importance of employment relationship factors for HPHRP. Although our findings are interesting, they are not without their limitations. The main limitation is the use of a cross-sectional research design. Although the results are consistent with theoretical reasoning, the cross-sectional design may not rule out causality concerning the hypothesised relationships. Future research might address this issue by using longitudinal designs to draw causal inferences. Second, all metrics were borrowed from Western countries, modified slightly, and applied to middle managers in Malaysia. In the future, more efforts should be made to develop indigenous metrics, which will be more valuable for research in Malaysia and the Asian region.

Finally, prior studies have suggested that HPHRP can encourage commitment and discretionary behaviours (Sun et al., 2007). This study focused only on middle managers’ knowledge donating and collecting behaviours. Examining other types of middle manager behaviours (such as risk-taking, perceived organisational support and affective commitment) may help further unlock the “black box” explaining the relationship between HPHRP and outcomes.
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ABSTRACT

Despite their limitations, journal rankings and impact data often form the basis of evaluations of research performance. Recent advances in citation analysis may facilitate the creation of journal rankings with broader coverage, particularly in terms of international coverage. This study explores three sources of citation data: Web of Science, Scopus and Google Scholar. It was found that Web of Science indexes approximately one-fifth of all academic management titles and includes fewer citations than Google Scholar. Six rankings of management journals were combined to produce a list of 57 titles. Overall, the analysis of citation data in this study suggests that the g-index provides an improved mechanism for measuring the impact of journals.
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BACKGROUND

Many of the systems that are used worldwide for the allocation of funding and career progression within academia rely on journal status as the basis for assessing research performance, either explicitly or implicitly (for example, see Geary, Marriott, & Rowlinson, 2004). Due to the focus on the journals in which research is published, journal-ranking studies are relatively common in the management literature (for example, see Marsh & Hunt, 2006; Mingers & Harzing, 2007; Rogers, Campbell, Louhiala-Salminen, Rentz, & Suchan, 2007). One of the most common approaches to assess journal status is through citation analysis.

New approaches have emerged for citation analysis over the last five years, but to date, there has been little discussion of these approaches within the management literature. Recent studies have applied new citation data sources and formulae to other business disciplines (Rosenstreich & Wooliscroft, 2009; 2012), and the current study applies the same methods to assess the measurement of journal impact within the management field. This study involved reviewing different techniques and data sources used for citation analysis through the investigation of samples of management journals. Six published rankings of journals were combined to produce a list of highly regarded management titles. Citation data for the titles were gathered from Google Scholar, and the g-index formula was applied to produce an innovative ranking of management journals.

MEASUREMENTS OF THE IMPACT OF ACADEMIC JOURNALS

There is a large amount of literature focused on the use of citation data to measure the impact of academic research. Those in favour of citation analysis generally emphasise its relative simplicity and objectivity compared to perceptual surveys (Beamish, 2006; Tahai & Meyer, 1999).

While simple citation counts have been widely used in citation research within the management discipline (for example, DuBois & Reeb, 2000; Goh, Holsapple, Johnson, & Tanner, 1996; Phene & Guisinger, 1998; Sharplin & Mabry, 1985), citation formulae provide a convenient (although sometimes controversial) shortcut in the analysis of journal impact (Garfield, 2000). As citation data have become more available, new formulae for citation analysis have been developed. The best known of the new formulae is the h-index (Hirsch, 2005) and g-index (Egghe, 2006). The new indices have been applied and modified in various studies (for example, see Antonakis & Lalive, 2008; Bar-Ilan, 2008; Jacsó, 2008; Jin, Liang, Rousseau, & Egghe, 2007; Kalervo & Olle, 2008; Ronald & Fred, 2008) and incorporated into online resources, including Scopus, SSCI and Harzing’s Publish or Perish software (Harzing, 2008). Table 1 provides an overview of each of the three major citation analysis formulae.

CITATION DATA SOURCES

While the traditional sources of citation data are those provided by Thomson Reuters, the Science Citation Index (SCI), Social Sciences Citation Index (SSCI), and Journal Citation Reports (JCR), alternatives, such as Google Scholar and Elsevier’s Scopus database, are becoming more popular (Bar-Ilan, 2008; Gray & Hodkinson, 2008; Law & Veen, 2008; Neuhaus & Daniel, 2008). The general background and limitations of the databases are provided by Rosenstreich and Wooliscroft (2009; 2012) and are summarised in Table 2.


Table 1

Descriptions of the three major citation analysis formulae



	Formula
	Description



	
JCR Impact Factor


	
Developed in the early 1960s for selecting journals for SCI (Garfield, 2006).

Used within Thomson’s Web of Science databases, specifically the Journal Citation Reports (JCR).

Calculated by dividing the total numbers of citations (C) to a particular journal (j) in the year of the edition of the JCR (y) by the total number of articles (A) published in that journal over the two previous years (Thomson Scientific, 2008b).

Reduces the influence of the total number of articles published in a journal and offsets the advantages of age (Thomson Scientific, 2008b).

Commonly relied upon in management literature (for example, Clark & Wright, 2007; Franke, Edlund, & Oster, 1990; Kirkpatrick & Locke, 1992; Marsh & Hunt, 2006; Tahai & Meyer, 1999).

Problems are created by variations in citation patterns across (and within) disciplines (Garfield, 2000; Marsh & Hunt, 2006).

Data gathered one and two years post-publication can provide an unrepresentative snapshot of the use of articles because the number of years until an article is widely cited can vary across fields of study (Egghe & Rousseau, 2000; Garfield, 2000).

Can be skewed by a small number of highly cited articles (Egghe & Rousseau, 2008; Garfield, 2000; Weale, Bailey, & Lear, 2004).





	h-index
	
Developed by Hirsch in 2005 for assessing the impact of an author (Hirsch, 2005), but can also be applied to journals (Egghe, 2008).

Is h if h of the author’s papers (p) have at least h citations each and the other papers (N p − h) have no more than h citations each.

Can cover as many years as desired and therefore is not affected by a time lag between the publication and citation of material.

Is widely applied and has made a significant impact on scientific thinking (Egghe, 2008).

Ignores the most highly cited articles (Egghe, 2008).





	g-index
	
Developed by Egghe in 2006.

Designed to avoid the problems of the impact factor and h-index by having highly cited articles influence but not dominate results.

If g is the highest rank, such that the top g articles have a cumulative sum of at least g2 citations (Egghe, 2006), then a journal has a g-index, g.







Table 2

Descriptions of the three major citation data sources (adapted from Rosenstreich and Wooliscroft, 2009; 2012)



	Source
	Description




	
SSCI / JCR


	
Originally created in the 1960s by Garfield and is now available through Web of Science by Thomson Reuters.

SSCI fully indexes 2,474 social science titles (Thomson Reuters, 2011c).

JCR provides impact factors and rankings for approximately 1,800 of the journals from the SSCI (Thomson Reuters, 2011a) that have been fully indexed for at least 3 years. JCR coverage, therefore, differs significantly from the SSCI.

Does not include book literature; has varying coverage of conferences; has incomplete coverage of journals; has varying numbers of indexed journals from year to year. Only title lists from the current year are available for SSCI, and the list does not include the details of the years of coverage.

Titles are selected by Thomson Reuters. The criteria for inclusion are not clear, and some suggest there is bias for inclusion (Egghe & Rousseau, 1990; Klein & Chiang, 2004).





	
Scopus


	
Launched in 2004 by Elsevier.

Includes more than 5,900 social science sources (Elsevier BV, 2011), suggesting broader coverage than JCR or SSCI, but most social science titles before 1996 are not fully indexed. Most sources are academic journals. Criteria for inclusion and coverage are not made clear by Elsevier.





	
Google Scholar


	
A free web-based database launched in 2004.

Indexes a wide range of scholarly sources and citations.

Does not have authoritative indexes; therefore, variant forms of titles, duplicate entries and other errors are more likely to occur in keyword searches than in a controlled database.

Includes working papers, conferences and books.

No details are provided on content or schedules; therefore, it is not clear how often new material is added nor which sources are included.






To understand whether these citation databases cover an adequate sample of management titles, it is necessary to have a basis for comparison. A good method for estimating the total number of academic journals is the use of Ulrich’s International Periodicals Directory (Proquest LLC, 2008; Tenopir, 2004). A snapshot comparison of the number of discipline-specific scholarly journals in Ulrich’s International Periodicals Directory (2008) and those represented in JCR (Thomson Scientific, 2008a) is presented in Table 3 (because there can be a time lag in journals being indexed in Thomson’s databases, the data from 2008 were selected). The results in Table 3 suggest that for a given year, JCR may contain as little as one-fifth of all scholarly management journals.


Table 3

Discipline coverage in Ulrich’s Periodical Directory compared to JCR



	Discipline
	Active Academic Refereed Titles in Ulrich’s (2008)
	Subject Titles in JCR (2008)



	Economics
	234
	209 (89%)



	Chemistry
	752
	447 (59%)



	Physics
	757
	314 (41%)



	Finance
	142
	48 (34%)



	Women’s Studies
	109
	28 (26%)



	Public Administration
	111
	28 (25%)



	Management
	467
	89 (19%)



	Anthropology
	336
	61 (18%)



	Sociology
	579
	100 (17%)



	Social Work
	198
	29 (15%)




COMPARISON AND INVESTIGATION OF CITATION DATABASES

To explore the coverage of management journal citations across the three major citation data sources, we selected 15 varied management journals for comparison using the h-index.

As shown in Table 4, Google Scholar appears to include more citing references than the other sources. With only one exception (Administrative Science Quarterly), Google Scholar produces a higher h-index than the other databases. The difference can be marked; for example, the MIT Sloan Management Review receives an h-index five times larger through the use of Google Scholar than through the use of SSCI, and the British Journal of Management has an h-index twice as large through the use of Google Scholar than through the use of other databases. It is also interesting to note that two Asian titles (Asia Pacific Management Review and Asian Academy of Management Journal) were rarely assessed by the commercial citation databases. These results suggest that, overall, Google Scholar indexes a broader set of citing sources than the other two databases.


Table 4

Comparison of h-index scores across citation databases – a snapshot from 2008

[image: art]

a Journal only included in Scopus from 2008 onwards; therefore, only seven articles were analysed.

b Not indexed in this source in 2008.

Scopus does not fully index material from the years before 1996, and the database produced consistently lower scores for this reason. Therefore, to allow for a meaningful comparison between Scopus and SSCI, h-index scores with a restricted date range are also shown for SSCI and, within this date range, Scopus performed better than SSCI for the selected journals.

The data in Table 4 do not address two major criticisms of Google Scholar, namely, its lack of administrative oversight, which may lead to spurious results and duplicate entries (for example, see Bar-Ilan, 2008), and its inclusion of nonacademic sources (an issue explored by Harzing, 2008). To determine whether the citation data within Google Scholar are of poor quality, we selected three management articles and examined the sources listed as citing those three articles. The three articles were selected from the journals that received the three highest h-index scores in the exploration of citation coverage shown in Table 4: The Academy of Management Review (AMR), Administrative Science Quarterly (ASQ), and the Strategic Management Journal (SMJ). We chose a convenient article from each of the three journals that had approximately 400 citing references to create a large and manageable dataset. Articles were chosen that were at least ten years old to enable the exploration of citations across a substantial period of time. The following articles were selected: Carland, Hoy, Boulton, and Carland, 1984 from Academy of Management Review (AMR); Davis, 1991 from Administrative Science Quarterly (ASQ); and Bettis and Prahalad, 1995 from Strategic Management Journal (SMJ).

The citing reference data for the three articles gathered from Google Scholar produced a set of 1,289 citing sources. The data set included 60 duplicate entries that amount to 5% of the total data. These duplicates were easily identified and removed from the data set by sorting by title, leaving 1229 unique citing references. It was not possible to reliably identify the type of source for approximately half of the data (46%) without foreign languages translation or carefully checking individual source titles, which was beyond the scope of this exploration. However, a simple scan to identify the types of sources that were easily recognisable clearly showed that Google Scholar indexes sources other than journals (16% of the identifiable sources were books, 6% were conference papers, 4% were working papers and 1% were theses or dissertations).

While we consider working papers, conferences, books, and dissertations to be appropriate sources for inclusion in a citation analysis because they are publicly available and a part of academic interchange, this consideration may be debated. It is likely that such sources occur more frequently in Google Scholar than in SSCI, JCR or Scopus, and this finding should be taken into account in future citation analyses. It is interesting to note that 193 (16%) of the references to the three selected articles were in a language other than English; these references are not as likely to be included in the major commercial citation databases.

A NEW JOURNAL RANKING

Following the same method used in the studies of accounting and marketing journals (Rosenstreich & Wooliscroft, 2009, 2012), the g-index and Google Scholar were used to generate a new ranking based on g-index scores. The new ranking was then used in a comparison with the selected existing management journals rankings. In the current study, h-index scores and journal rankings were also included in the analysis.

Six management journal rankings were selected for analysis based on the period of time that was covered and the diversity of methodology and the respondents. The six sources are described briefly in Table 5. The rankings from the six studies were entered into a database, and the items that were in the form of ratings were converted to rankings.


Table 5

Management journal rankings used in the current study



	Ranking Source
	Method
	Titles included in the current study




	Geary et al. (2004)
	This ranking is based on Research Assessment Exercise (RAE) submission data and relies on the premise that the staff of universities with a higher RAE rating tend to publish in journals that are of higher quality.
	54




	Comité national de la recherche scientifique (Economics & Management) (CNRS) (2004)
	This ranking was assigned by the committee in consultation with French and overseas ‘experts’ on the basis of criteria such as reputation, audience and impact.
	19




	Aston University 2006 (Harzing, 2007)
	This list was originally compiled from a large survey of academics in the Midland Universities in the UK. The list was later updated with input from Aston research convenors.
	27




	Harvey-Morris Business Journals Listing (HMB) (Harzing, 2007)
	This list was created by the Bristol Business School in 2004 and then gained feedback from UK business school deans and research directors.
	26




	Marsh and Hunt (2006)
	This ranking was initially generated from the SSCI impact factor 10-year average for 80 titles and was then enhanced through a survey of the members of the Academy of Management to rate each of 45 journals.
	39




	JCR 2005 Social Science Edition (Thomson Scientific, 2007)
	This ranking was based on the impact factors) of journals listed under the subject category of ‘management.’
	52





Titles ranked by two or more of the six sources were selected, and references to articles from those journals were then gathered from Google Scholar.

The year 2005 was the upper date limit for all of the gathered data, ensuring that the results would be commensurate with the published ranking studies that were conducted from 2004 to 2006. Each journal’s current title (and, separately, any previous titles) was entered into Google Scholar’s advanced search feature to search for all articles from that journal. The results were checked for duplicate entries (misspelled or badly entered data), and duplicate citations and were combined where appropriate. The “cited by” field was extracted from the processed data. The resulting data were exported to Excel and sorted by the “cited by number of article” text in descending order. Formulae were entered into Excel to calculate both g-index and h-index scores.

RESULTS

The compilation of the six ranking sources resulted in a list of 57 journals. Most of the titles are published in the U.S. or U.K.: 25 titles (44%) are published in the U.S.; 22 titles (39%) are published in the U.K., with six from mainland Europe; and one listed as published in both the U.K. and Canada. It is noteworthy that none of the titles from the published rankings are from the southern hemisphere.

The g-index and h-index rankings produced by the analysis of Google Scholar citations are listed in Table 6, alongside the other ranking sources.


Table 6

Management journals listed by g-index rank
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The g-index ranking results in three titles sharing the top position: Academy of Management Review (AMR), Administrative Science Quarterly (ASQ) and Strategic Management Journal (SMJ). Observing how these three titles fared in other ranking methodologies, Marsh and Hunt (2006), Aston University (Harzing, 2007) and HMB (Harzing, 2007) all gave these three titles their highest rating. A ranking based on JCR impact factors ranked these titles in the top ten, with AMR and ASQ ranked second and third and SMJ ranked sixth. The CNRS (2004) ranked AMR first, but the ASQ and SMJ were not ranked. None of the three titles were highly ranked by Geary et al. (2004) based on RAE submissions.

In a further analysis of the full journal dataset, the g-index rank showed relatively strong and significant correlations with all of the published ranking sources (.900 > rs < .604; p < .002). The rankings based on JCR journal impact factors were also significantly related to the other ranking sources but with somewhat weaker relationships; the strongest correlation was given by Marsh and Hunt (2006) (rs = .672; p = .000). While there were significant correlations between all ranking sources, except for HMB (Harzing, 2007) and CNRS (2004), the strength of the correlations varied greatly (as would be expected due to their differing methodologies).

Many journals’ impact factors produced rankings out of line with their g-index. For example, MIT Sloan Management Review received a relatively high g-index, ranked eighth in this study, even though it was ranked forty-third in the JCR impact factor ranking. While the Journal of Economics and Management Strategy was ranked thirty-sixth based on the JCR impact factor, it was ranked twenty-fifth based on the g-index.

Correlation and regression analyses of the ages of the journals against their g-indexes revealed that journals that have been in existence longer tend to have higher g-index scores; however, this relationship is weak (r = –.467, p = .000), and the year of first issue accounts for approximately 22% (r2 = .218) of the variance in the g-index ranking. In comparison, because impact factors only assess the previous two years, they are not related to the age of the journal. The relationship between the year of first publication and the g-index is shown in Figure 1, and the use of a scatter plot reveals that many journals fall distant from the trend line. Organization Science and the Journal of Management Studies are good examples of relatively new journals (started in 1990 and 2000, respectively) that rank as well under a g-index-based ranking as they do under a ranking based on impact factors.
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Figure 1. Comparison of the year of first publication and the g-index scores



DISCUSSION

In this study, Google Scholar was used as the data source for the generation of g-index scores for management journals. Google Scholar provides the advantage of free access and broad coverage (both in terms of titles and period of time). The results of the current study suggest that the Elsevier and Thomson Reuters databases do not provide good coverage of management literature, particularly titles from the Asia-Pacific region, and therefore understate the impact of many titles.

The improved ranking that journals such as the Strategic Management Journal and MIT Sloan Management Review received in our study likely results from the broader range of sources that are indexed in Google Scholar compared to the journals that are listed within JCR or Scopus. It is appropriate that journal rankings account for the use of research across a broad range of academic sources. In business disciplines, in particular, a number of academic publications are more practitioner-focussed than others and therefore may be cited more broadly. Google Scholar’s inclusion of foreign language material and its better coverage of international titles is a clear advantage because management is an international discipline.

However, the lack of transparency about how and what data are added to Google Scholar is of concern, and the lack of quality control can lead to multiple entries for each journal title unless the data are processed, as they have been in this study. If researchers are aware of these limitations and search, process and use the Google Scholar data appropriately, these weaknesses can be eliminated or minimised. Of course, journal g-index scores can also be generated from citation data that is sourced elsewhere, and it is likely that over time, higher quality sources will emerge.

The relationship between the age of the journal and the g-index was not found to be particularly strong, but the age of a journal affects the g-index more than JCR impact factors because of the inclusion of data from more than just the previous two years. Generally, older journals are regarded to have greater status in most disciplines, and it may be appropriate that the journals that have survived for several decades are more highly regarded. Because the g-index is a measure of highly cited articles, any advantage older journals may have is not based on their age per se but on the use of their content, which appears to be appropriate. Regardless of the age of the citation, the fact remains that a g-index is an overall objective indication of how well cited that journal’s body of work has been. In contrast, in an opinion survey, an older journal could have a good reputation regardless of how well cited its content has been. If the time factor is of concern, the g-index can be calculated for any period of time to obtain a current ranking rather than an overall ranking of the journal. However, the results of the current study showed that even without limiting the time coverage, relatively new journals were still able to receive strong g-index scores.

The use of g-index scores to rank journals has the advantage of allowing comparisons between journals in an objective and quantitative manner. However, it is important to recognise that the culture of individual journals (for example, in terms of how many references are included in articles) may impact the citation behaviour of journals and thus their g-index. Similarly, the cultures of disciplines also vary and therefore cross-discipline comparisons remain problematic. However, the g-index has the advantage of measuring the degree of difference between journals, which is objective and not based on perceptual rankings. Furthermore, the g-index is based on the articles in the journal, not the reputation of the journal (although the reputation may affect whether journals are cited and therefore have an indirect effect on the g-index results).

Moving beyond the limitations of the relatively poor business journal coverage in the Web of Science and the JCR impact factor formula represents a positive step; however, moving beyond these limitations does not resolve the basic problem of construct validity when citation counts are used to assess the quality or use of articles or journals. It should be clear that citations do not reflect all of the potential uses of research and that the use of a citation is not synonymous with the quality of the work. Citation analysis is merely a convenient quantitative measure of a complex construct.

CONCLUSIONS

This study has reviewed some of the techniques and data sources that can be used to assess the impact of research. The g-index has been applied to journals from the management discipline and appears to provide a useful score for use in ranking journals. Data for the g-index were sourced from Google Scholar due to its convenience and broad, as well as international, coverage of business sources.

In an ideal world, academic performance would be assessed based on the expert assessment of the merit of individual research. In practice, evaluation is aided by an understanding of the relative standing of the journals in which research is published. The results of the present study show that some management journals that perform well in opinion-based rating lists are not particularly highly cited. Citation-based rankings of journals are recognised as providing both a more objective and practical means of assessing the impact of research than opinion-based rankings. However, traditional approaches to the citation-based rankings of journals, such as the use of JCR impact factors, have serious limitations. Recent developments in citation analysis provide researchers with more choices for data sources and methods for citation analysis.

The g-index reflects the impact of a journal and allows a few highly cited articles to influence but not dominate the overall index score of the journal. The g-index provides the advantage of allowing impact to be assessed for any desired period of time and is not limited by the journal selection policies of database providers or opinion surveys of authors. Important journals can be omitted from rankings based on opinion surveys and/or commercial databases. The g-index values for journals are not difficult to calculate, particularly compared to the effort involved in conducting an opinion survey. A perfect measure of journal impact is unlikely to exist; however, g-index scores represent an improvement over the current alternatives.
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ABSTRACT

This paper focuses on evaluating the performance of firms from the knowledge and learning perspective. The survey covered a random sample of 120 private manufacturing firms in industrial zones in the Yangon area. Two broad categories of learning are determined: Internal and external. Internal learning is captured by two domains of learning, individual and organisational, whereas external learning involves customers, competitors and suppliers. Firm performance is evaluated using two broad groups of aspects: Non-financial and financial. The ordinary least square (OLS) results show that first, different domains of learning affect firms’ performance differently. Individual, organisational and competitor learning impact firms’ non-financial performance, whereas other forms of learning do not. Second, the effect of different domains of learning on performance differs in accordance with the different aspects of performance measurement. Individual learning can explain firms’ financial performance both directly and indirectly. However, organisational and competitor learning explain firm financial performance indirectly. Third, non-financial performance affects financial performance. Thus, the empirical results have important implications.
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INTRODUCTION

Myanmar’s economy has encountered significant changes after its transition to a market-oriented system. In the previous economic system, the participation of the private sector in economic activities is rather limited, and as a result, many private activities were confined to the small-scale industries that were operating in an unfavourable environment. However, after the transition to a market economic system, the government encouraged private sector participation in the national economy with the hope that promotion of the private sector would strengthen the national economy and encourage economic development through competition in terms of the market mechanism. Many former state-owned enterprises were privatised; industrial zones were established to promote their systematic development, and various laws were endorsed that allowed foreign-directed investment to facilitate the transfer of knowledge and technology to local firms. As a result, the number of private firms increased, along with their contribution to the GDP. However, the manufacturing sector’s contribution to the GDP is still lower than that of the other sectors and that of the other least-developing countries in the region. The private manufacturing sector, which accounts for more than 75% of total manufacturing industries, has declined in recent years in terms of employment and value added (Industrial Development Committee, 2009). Despite globalisation and regional integration benefits in terms of access to better technology, many manufacturing firms find it difficult to survive because of the increased pressure stemming from higher-quality, cheaper imported products from neighbouring countries. Although the total value of exported products has proved to be increasing, many firms have failed to access international markets. Their informal structure, resource scarcity and lack of managerial expertise may impede their ability to sustain competitive advantage in the long run. Rousseau (1997) suggested that to survive under rapid, intense competitive pressure, firms will need to learn at an increasingly rapid rate. Learning capability is regarded as a buffer for sustained organisational performance in single-unit firms, typically relatively smaller, entrepreneurial firms, and particularly, firms in our context. Hence, the successful learning strategies of some firms could be expected to compensate for the firms’ weaknesses in sustaining better performance.

However, a survey of the literature suggests that organisational learning is one of the capabilities necessary for competitive advantage (Eisenhardt & Martin, 2000). Through learning, firms may expand their ability and skill base and improve their ability to assimilate and utilise new information (Cohen & Levinthal, 1990; Leonard-Barton, 1992; Shilling, 2002). Organisational learning has also been proposed as a viable strategy for firms attempting to survive when facing pressure (Rousseau, 1997). A number of researchers have shown that variations in firm performance can be observed because of differences in learning capability (Nonaka & Takeuchi, 1995). However, these studies were conducted in the context of developed countries (e.g., Ruiz-Mercader, Meronon-Cerdan, & Sabater-Sanchez, 2006), which makes generalisation to Myanmar difficult. In fact, firms in this sector in Myanmar are far from the research agenda to provide practitioners or policy makers with relevant policy interventions. In addition, these studies examined the sources of performance differences in terms of only internal or external variables. Actually, according to the absorptive capacity perspective, both are necessary for better performance because although internal variables such as individuals’ knowledge and learning and structural flexibility are important for the application and sharing of knowledge and learning, competitive advantage is also dependent on openness to external changes.

Therefore, drawing from essentials of empirical research in the Myanmar context and the demand for more comprehensive research, this study investigates how the different types of learning contribute to firm performance. To perform this investigation, this study identified the different types of learning and how each type impacts firm performance. The study includes a set of specific objectives. First, the study investigates how different types of learning impact firms’ non-financial performance. Second, the relationship between non-financial and financial performance is examined. Finally, the potential mediation effect of non-financial performance is explored.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Definitions of Learning

Different definitions of learning have been developed by various authors. For example, Fiol and Lyles (1985) indicated that learning is the development of insights, knowledge and associations between past actions, the effectiveness of those actions, and future actions. Huber (1991) stated that an entity learns if, through the processing of information, the range of its potential behaviours is changed. Dimovski (1994) defined learning as consisting of the following three processes: information acquisition, interpretation and behaviour and cognition changes. Crossan, Lane, White and Djurfeldt (1995) defined learning as a process of change in cognition and behaviour and suggested that it does not necessarily follow that these changes will directly enhance performance. Despite variations, all these definitions fall under general classifications of learning as lower order or higher order, double looped or single looped, generative or adaptive, adaptive or interpretative or combinations of two types. Although there is little agreement among theorists concerning the definition of learning, they all appear to assume that learning produces positive benefits to performance (Pamler & Cynthia, 2000).

Cognitive and Behavioural Perspectives on Learning

Another issue to be addressed relates to the conceptualisation of learning. Many previous researchers of organisational learning focus on the conception of learning in accordance with two contrasting theories with origins in the field of psychology: cognitive learning theory and behaviour theory.


Studies using cognitive theory assumed learning to be an interpretative perspective. According to this perspective, learning is a cognitive development that does not induce any noticeable changes in behaviour (Crossan et al., 1995; Lundberg, 1995; Yeo, 2002). Researchers adopting the cognitive view focused on changes at various levels: changes in the state of knowledge or beliefs at an individual level, changes in shared understanding at the group level and changes to the storehouse of knowledge in the system, structure and procedures at the organisational level (Crossan et al., 1995). These degrees of changes are regarded as the index for measuring the amount and extent of learning (Lundberg, 1995).

Conversely, behavioural theorists conceived of learning as adaptation. They assumed that learning should be accompanied by observable changes in behaviour, even if there was no precedent change in the thinking process (Crossan et al., 1995; Yeo, 2002; Lundberg, 1995). This approach is sometimes assumed to be a defensive adjustment. Some authors attempt to differentiate between two types of adaptation: a deviation reducing adaptation and a deviation amplifying adaptation (Fiol & Lyles, 1985). Under this approach, the extent of learning is measured against changes in behaviour. Many studies conducted under this behavioural assumption focus on the organisational level and index changes in structures, technologies and systems as responses to people’s own experiences and the experiences of members and other organisations. However, Fiol and Lyes (1985) suggested that the cognitive and behavioural approaches to learning not only represent two different phenomena but are also inaccurate reflections of the other. According to these authors, changes in action may occur without any cognitive development, and knowledge may be gained without being accompanied by a change in behaviour.

However, some researchers attempt to bridge the gaps between these two perspectives by asserting that both changes are necessary to the measurement of learning. Essentially, neither cognitive nor behavioural perspectives alone can provide a complete measure for the explanation and measurement of the extent of learning. The integration of these two perspectives is a necessity for the conceptualisation of learning (e.g., Crossan et al., 1995; Yeo, 2002; Lundberg, 1995). According to the cognitive perspective alone, the outcome of the learning process is obscured because in many cases, change in cognition is unobservable and not easily measurable. Knowledge and insight that cannot produce action is assumed to be blocked because knowledge that cannot be applied can be overridden by other cognitions (Crossan et al., 1995). Similarly, under the behavioural perspective, the consequence of learning is regarded as temporary as a result of its interventionist and costly nature because behavioural change in many organisations stems from the use of artificial learning tools such as rewards systems or other incentive schemes. If such mechanisms are removed, behaviour is congruent with cognition (Festinger, 1957). Because of the limitations of each perspective, this study adopted the “integrated perspective” on learning, which views learning as a change in both cognition and behaviour. It can be rationalised that the combination of two perspectives is more appropriate for the measurement of the extent of learning in an organisation; i.e., the cognitive perspective is necessary for observing changes in mental models and thought processes, but its qualitative nature makes it insufficient for observing the consequences of learning. Similarly, for learning to be measurable, managerial tools and techniques influencing the behaviours of people in the organisation must be present, and it is accepted in all organisational settings that it is also imperative to incorporate the behavioural perspective. Therefore, this study will adopt the conceptualisation covering both perspectives, i.e., the “integral perspective” developed by Botis, Crossan, & Hulland (2002).

Levels of Learning

Researchers to date have identified learning by using different levels of analysis to determine learning performance linkages. Their assumptions regarding the levels of learning depend on their interpretation of the organisation (Crosson et al., 1995). If the theorist assumed that learning was an individually based phenomenon, then he or she emphasised the individual level. If the theorist regarded organisational learning as more than the sum of individuals, then the emphasis was on the organisational level. Similarly, if the theorist considered the role of the sharing and integration of individual-based learning, they focused on incorporated group-level analysis, and if they considered blurred organisational boundaries, inter-organisational level analysis was the focus. Basically, studies can be loosely categorised as those that considered internal-level variables such as individual, group or organisational variables, those that considered external variables such as learning from outside sources and those that considered both. Based on the discussion above, in this study, the broader perspective on organisational learning was adopted by incorporating both the internal and external levels because the former is a necessity for the generation and application of knowledge for organisational performance and competitive advantage, but the latter posits a mechanism for refining and rebuilding the new knowledge.

Internal Learning and External Learning

Internal learning can be generally referred to as learning at the intraorganisational level. Different authors maintain different views of internal learning. Schroeder, Bates and Junttila (2002) viewed internal learning as a routine practice at the individual and organisational levels that promotes private knowledge, causal ambiguity and social complex factors that confer completive advantage and inhibit transfer. Bierly & Hamalaninen (1995) viewed internal learning as knowledge shared among organisational members that fosters organisational capabilities and can be observed in several domains within the organisation. However, because the concept of “team” or “group” is difficult to make applicable because of its relatively informal structure and the associated work culture, this study categorised internal learning using two domains: individual and organisational.

As previously discussed, external learning refers to learning at the inter-organisational level. External learning is regarded as a means to achieve fundamental organisational goals because it increases the number of better and newly defined sets of competencies (Prahalad & Hamel, 1990). Caloghirou, Protogerou, Spanos and Papaginnakis (2004) argued that in this era of intense competition and rapid technological change, firms cannot rely solely on their own existing capabilities and knowledge bases. Rather, it is necessary to make efforts to benefit from the experience and knowledge of other economic actors. Accordingly, many studies have explored the effect of learning exerted by modern collaborative arrangements such as joint ventures and alliances (e.g., Lee, Lee, & Pennings, 2001; Gils & Zwart, 2004; Liu, Ghauri, & Sinkovics, 2010).

However, some researchers have argued that for firms with limited resources, particularly medium-sized SMEs, and even large firms in our context, external bodies such as suppliers, customers and competitors are the most important sources of learning with regard to products, processes, technologies and practices (Jones & Macpherson, 2006). Thus, because of the important nature of these external knowledge providers, this study regards external learning as learning from customers, competitors and suppliers.

Internal Learning and Non-financial Performance

In this study, individual learning is characterised as the development of individual competence, capability and motivation to undertake a required task through intuition and the interpretation process among employees (Botis et al., 2002). However, unlike the large firm context in developed countries where individual learning is enhanced by formal human resource practices, a significant aspect of knowledge and skills development in our country could be the use of informal elementary learning mechanisms such as apprenticeship learning.

Evidence that individual learning influences firm performance has been reported in a handful of studies using a mixture of indicators (Botis et al., 2002; Joythibabu, Farooq, & Pradhan, 2010), although a few have reported an insignificant relationship (Milla & Birdi, 2010). Prieto and Revilla (2006) suggested that non-financial performance could be an intermediate outcome that must be introduced to observe the effects of learning capability, part of which is individual learning, on financial performance. In addition, studies on intellectual capital have suggested that employees with a higher level of competency are better able to understand customer needs and sustain relationships with them to ensure their loyalty (Chen, Zhu, & Xie, 2004). Thus, the effect of individual learning on manufacturing firm performance is to be explored in this study using the following hypothesis:



	H1:
	 
	Individual learning has a positive association with firms’ non-financial performance.




We adopted a view of organisational-level learning as an alignment of a nonhuman storehouse of learning in systems, structure, and procedures that support organisational direction in a given competitive environment (Andrews, 1971; Botis et al., 2002). However, unlike the large firm context in developed countries where a large portion of knowledge is stored in system, process and procedure through the use of the latest data-based system, such as ICT, most knowledge may be stored in the minds of the managers, and knowledge sharing may be a relatively simple, informal system (word of mouth).

Similar to individual learning, a good deal of research on organisational learning shows that organisational learning influences firm performance (e.g., Botis et al., 2002; Tippins & Sohi, 2003; Skerlavaj, Stemberger, Skrinjar, & Dimovski, 2007; Ting, 2012; Idowu, 2013). However, agreement has not been reached regarding which aspects of business performance are influenced. However, the relatively higher impact of organisational learning on non-financial indicators such as the satisfaction of employees or customers, customer retention, quality improvement and organisational reputation has been reported in some studies (e.g., Spicer & Sadler–Smith, 2006; Lopez, Peon, & Ordas, 2005). Spicer and Sadler–Smith (2006) reported on the organisational structure that allows for the free flow of information and a culture that fosters risk taking and experimentation and the procedures that enable the identification of customer needs, revision and review of organisational routines. They are better able to identify customer needs and achieve public goodwill as a result. Thus, the following is proposed:



	H2:
	 
	Organisational learning has a positive association with firms’ non-financial performance.





External Learning and Non-financial Performance

The marketing literature suggests the importance of customer learning to the fostering of competitive advantages (Narver & Slater, 1995; Weerawardena, 2003; Hermann, Alexander, Gerald, & Daniela, 2012). It is asserted that the firm’s ability to learn faster than competitors is the main source of competitive advantage. However, the literature has few suggestions regarding what is meant by customer learning and how it can best be performed. The concept of customer learning used in this study was drawn from the thoroughly discussed existing literature and defined as the three sequential processes of information acquisition, interpretation and resulting cognitive and behaviour changes, as suggested by Sinkular (1994) and others (e.g., Huber, 1991; Dimovski, 1994; Skerlavaj et al., 2007).

Although the influence of customer learning on the firm’s competitive advantage is covered thoroughly in the literature, there is limited evidence of a clear effect. However, according to various perspectives, customer learning has been found to affect the firm’s ability to produce creative products and services, adopt new marketing and managerial practices (Weerawardena, 2003), enhance measures of customer-based performance such as customer retention, value, and ROI (e.g., Zahy & Giffin, 2004), create new ideas, i.e., innovation (Rhee, Park, & Lee, 2010), etc. In addition, customer knowledge is a helpful reference for improvement (Tseng, 2009) and is beneficial to customer satisfaction, loyalty and productivity (Mithas, Kirshnan, & Fornell, 2005). The firm’s ability to learn about targeted customer needs and wants is said to better position the firm to offer more appropriate and high-quality products, which is thought to result in higher customer satisfaction and a superior level of customer retention (Slater & Narver, 1995). Based on this discussion, the following hypothesis was advanced:



	H3:
	 
	Customer learning has a positive association with firms’ non-financial performance.




The market orientation literature suggests that competitor learning is important for superior performance (Rhee et al., 2010; Sinkular, 1994). Competitors are entities in the same industry that produce similar products or service. This type of learning is beneficial such that it shortens the product development process because technology is off–the-shelf and ready-made practices are already available (Bierly & Hamalaninen, 1995). Aspects of competitor knowledge cover intelligent knowledge regarding competitors’ scale and quantity, manufacturing technologies and methods, their marketing strategies, etc. However, because there is direct competition between competing firms and each firm may fear the loss of competitive advantage, it is impossible to learn mainly directly from competitors through formal dialogue. Instead, learning can be accomplished in indirect ways. For example, a firm can study the products and services of competitors that are available on the market, monitor competitors’ movements and actions, and obtain word of mouth information on their practices and technologies. Similarly to customer learning, competitor learning is measured by the extent of the three sequential processes of information acquisition, interpretation and the resulting cognitive and behaviour changes.

Unfortunately, clear evidence of the impact of competitor learning on firm performance has not been well researched in the empirical literature. However, indirect evidence of the influence of competitor learning on firm performance can be observed in market orientation studies in the context of the organisational learning literature (Naver & Salter, 2000; Rhee et al., 2010). A recent study of small, innovative technology firms in South Korea conducted by Rhee et al. (2010) indicated that competitor learning affects the firm’s ability to achieve sales growth and profitability through its ability to develop new, better knowledge for responding to competitors’ movements and actions. Ideally, competitor learning has the potential to improve non-financial performance because it provides a source of benchmarking and best practice transfers (Drew, 1997). In addition, it is proposed that competitor learning is one of the key competencies for achieving success in the marketplace (Kohi & Jaworski, 1990). As a result, the firms that possess a stronger ability to learn from competitors could enjoy better non-financial performance by improving their ability to make better adjustments by copying competitors’ strategies. Thus, the following is hypothesised:



	H4:
	 
	Competitor learning has a positive association with firms’ non-financial performance.




One of the important domains of external learning is to learn from related and supporting industries such as suppliers (Bierly & Hamalaninen, 1995). Suppliers are the individuals or firms in related or supporting industries from which firms source their raw materials or inputs. Suppliers could be individuals or firms in the local area with regional proximity or firms beyond the national boundary. This type of supplier learning is easier because there is no direct competition between the firms and firms can provide complementary information in the interest of both parties. Supplier learning can be maintained through long-term, close relationships with the supplier (Haikansson et al., 1999; Schroeder et al., 2002). There is general agreement among researchers that suppliers are an important source for broadening the firm’s knowledge base (Bierly & Hamalaninen, 1995; Haikansoon et al., 1999; Amara, Landry, Becheikh, & Ouimet, 2008). We consistently define supplier learning as the process of information acquisition occurring through long-term relationships with suppliers, information interpretation and the resulting behaviour and cognitive changes.

The literature on social capital and network theory has devoted much attention to the building of special relationships with external actors in value chains, such as suppliers (Burt, 1992; Granovetter, 1985). The work on social capital and network theory indicates the beneficial effects of social capital and networks, one of which is the effect of supplier networks on organisational performance (Pennings, Lee, & Witteloostuijn, 1998; Hansen, 1995). However, the same interest has been limited in terms of how the business relationship with suppliers in general affects the organisational performance from the organisational learning perspective. Some researchers have stated that supplier learning is still in an early stage and called for more empirical research to advance the knowledge in this field (Bessant, Kaplinsky, & Lamming, 2003). Therefore, to advance our understanding of the effect of learning from the supplier on firm performance, we proposed that learning from suppliers will assist manufacturing firms in improving non-financial performance in two ways. First, through long-term relationships with suppliers, firms can enjoy reductions in transaction costs, opportunity costs and inventory costs, which can improve their ability to satisfy stakeholders through their capacity to offer lower prices. Improvements in quality can also be attained through an increased ability to obtain reliable, quality inputs from the relationship. Second, suppliers can provide essential complementary information on the products, process and technological knowledge that are of importance to firms with limited resources for identifying and seeking this knowledge through their own private efforts. Thus, firms with a higher relative capacity to learn from suppliers may be in a better position to satisfy customers, establish customer loyalty and produce quality products by improving their ability to make adjustments to the delivery of goods and services and adapting to the better practices suggested by suppliers. Therefore, the following is hypothesised:



	H5:
	 
	Supplier learning has a positive association with firms’ non-financial performance.




Interactions between Internal and External Learning

The first five hypotheses suggest that each domain of internal and external learning could influence firms’ non-financial performance independently. In addition, it is possible for synergistically interaction to influence firms’ non-financial performance. Bierly and Hamalaninen (1995) considered the study of the effect of only one type of domain (i.e., internal) and disregard of the effect of another (i.e., external) to be problematic; they are mutually interdependent such that they must be analysed together.

There are also explanations for why the interactive learning process could influence the firm’s performance level. The literature on absorptive capacity has recognised the importance of the establishment of an internal knowledge base before understanding and applying external knowledge to commercial ends (Cohen & Levinthal, 1990). An internal knowledge base refers to the knowledge retained at the individual level and stored within organisational memory, which represents successful internal learning. Thus, within the framework of absorptive capacity, internal learning is a prerequisite for gaining successful outcomes from external learning. Conversely, the value of internal learning domains is contingent on external learning capabilities. To extract value from internal learning domains, firms must complement knowledge with knowledge and information from external sources. In summary, qualified workers and/or institutionalised learning, supported by knowledge and information regarding customers/competitors and/or advice and suggestions from suppliers, are important inputs for transformation into goods and services that improve stakeholder satisfaction. These lines of reasoning lead to the following hypothesis:



	H6:
	 
	Internal learning (il & ol) and external learning (cusl, coml & supl) have a positive and significant interaction effect on firms’ non-financial performance.




Non-financial and Financial Performance

There is wide agreement among researchers that firm performance is a multifaceted construct and is required for measurement of the scope extending beyond traditional accounting measures. It has been proposed that Profit theory (Cyert & March, 1963) alone is not a valid measure of organisational performance in the modern business world, which is characterised by an emphasis on a multiple goal orientation. Thus, it was bluntly asserted that satisfaction of stakeholders must be considered when assessing the modern company’s performance (Freeman, 1984). The stakeholder approach to performance measurement classified performance into two broad sets of interrelated objectives: The primary, ultimate objectives of business firms, including financial profitability, and secondary objectives, which relate to the satisfaction of key stakeholders such as customers and suppliers (Atkinson, Waterhous, & Wells, 1997). These researchers asserted that without an attempt to achieve secondary objectives, the attainment of primary objectives as improvement in financial gains is unfeasible. Firm ability to achieve the primary objective depends on the firm’s ability to achieve secondary objectives. This study emphasised the firm’s ability to satisfy stakeholders such as customers, suppliers and employees as the major driver of financial gains. In this regard, the firms’ ability to satisfy stakeholders is regarded as the main source of achieving better financial outcomes. Non-financial performance is regarded as an immediate outcome to be realised before financial achievement.

Building upon this literature, researcher interest in exploring the relationship between non-financial and financial measurement has increased. A wide variety of approaches have been adopted in exploring the influence of non-financial outcomes on the financial value of firms, including cross-sectional and longitudinal and quantitative and qualitative methods (Koska, 1990; Hallowell, 1996; Sabate & Puente, 2003; Prieto & Revilla, 2006; Roberits & Dowling, 2002). For example, some studies have explored the relationship between reputation and profitability (Roberts & Dowling, 2002; Sabate & Puente, 2003), but others have determined the effect of quality on profitability (Weisendanger, 1993). Likewise, Fornell, Anderson and Donald (1994) asserted that forms of cost reduction resulting from quality improvement are more prevalent in manufacturing than in the service industry, in which improvement in quality is associated with many additional costs. In addition, the relationship between customer satisfaction and the financial profitability of firms was confirmed in many studies (Rust & Zahorik, 1991; Ittner & Larcker, 1998). However, because of the differences in study context, the effect of non-financial performance on financial performance is to be tested again in this study. Thus, the following is hypothesised:



	H7:
	 
	There is a significant and positive relationship between non-financial and financial performance.




The Mediating Role of Non-Financial Performance

As discussed above, different domains of learning should improve firms’ non-financial performance and non-financial performance should in turn improve financial performance. Thus, the effect of different types of learning on financial performance could be indirect, meaning that to capture financial value from learning capability, firms must possess the ability to satisfy stakeholders as a precedent (Prieto & Revilla, 2006). However, it is possible that different domains of learning influence firms’ financial performance differently whereas different domains of learning provide different capabilities for sustaining competitive advantages (Bierly & Hamalaninen, 1995). To understand the effect of different domains of learning on non-financial performance and financial performance, despite not being formally hypothesised, whether different domains of learning impact financial outcomes in a single regression analysis and the extent of their mediation is to be tested in a mediation model.

METHODOLOGY

Data and Sample

This study used primary data that were collected using structured questionnaires because the variables to be measured cannot be measured using secondary sources. The primary data were collected during February and March 2011. The questionnaire preparation process consisted of two general steps. First, they were prepared in the English language. Then, they were translated into the Myanmar language by the researchers, whose native language is Myanmar. In addition, the accuracy of the translation from English to Myanmar was again verified by the senior researchers and professors in the department of commerce at the Yangon Institute of Economics.

The focus of the study was various manufacturing firms in five different industrial zones in Yangon, Myanmar. The manufacturing firms were chosen as the sample for detailed study for a few reasons. First, the country’s manufacturing sector still makes a lower contribution to GDP than other ASEAN Developing countries. Second, the promotion of the industrial sector has been classified as a crucial part of the national development agenda. Third, managerial implications for these firms have become a critical issue in the liberalising economic era because many of the firms are under pressure. Generally, the knowledge gained from this type of investigation can illuminate practices, warranting thorough study.

However, the participating firms were selected in two general stages. Industrial zones with more than 200 firms were selected from the many industrial zones in the Yangon area for the first stage. Larger established zones were selected to control for the effects of differences in level of infrastructure with regard to such factors as the accessibility of electricity and transportation facilities in smaller industrial zones in the developmental stage. Of eight industrial zones with more than 200 firms, only three industrial zones were randomly selected because of the time constraints of the survey period. Although the initial sample covered 150 firms from the three industrial zones in the Yangon area, because some completed questionnaires were unusable, only 120 firms were used for the main analysis. The following tables provide a detailed description of the sample firms in the three industrial zones and their distribution among various types of industries.


Table 1

Distribution of sample firms by industrial zone



	Name of industrial zones
	No. of firms
	Percentage (%)
	Total no. of firms
	Percentage of total (%)



	Hlaing Thar Yar
	54
	45
	474
	11



	Shwe Pauk kan
	21
	18
	315
	17



	South Dagon
	45
	38
	798
	7



	Total
	120
	100
	1728
	14.4





Table 2

Distribution of sample firms by type of industries



	Type of industry
	No. of firms

	Percentage of firms (%)




	Accessories
	11

	9




	Plastics
	7

	6




	Appliances
	17

	14




	Food processing
	29

	24




	Electronics
	7

	6




	Garment
	15

	13




	Machinery
	2

	2




	Paper and stationery
	10

	8




	Pharmacies
	4

	3




	Steel
	3

	3




	Wood-based
	8

	7




	Footwear
	5

	4




	Beverages
	2

	2




	Total
	120

	100





The study respondents are general managers or owners or managers of the firms. For large firms in developed countries where specialised human resource (HR) departments are used, the HR manager may be the most appropriate respondent. However, for the firms in the least developing context with a semi-informal structure, owners or managers of the firms are the most aware of the knowledge levels of the employees and their application of knowledge to the job because he or she is the main person evaluating them for pay, promotion and other rewards. Thus, they are assumed to have the most knowledge of individual employees and firm structure. For some variables, such as individual learning, they may also be the proper proxy to answer questions for the employees. In addition, they are the key people in the firms and possess knowledge of performance based on accounting data and conditions in the industry.

Measurement of Variables

Dependent variables

Five-point Likert scales were used for all variables (individual learning; organisational learning; customer, supplier and competitor learning). According to Botis et al. (2002), individual learning is measured by individuals’ ability to capture and utilise work-related knowledge, whereas organisational learning is assessed using the extent of common knowledge retained in the work system. The scales for external learning are evaluated using the extent of knowledge acquisition, interpretation and utilisation achieved through customers, competitors and suppliers and adopted from previous studies (Narver & Slater, 1990; Matsuno, Mentzer, & Ozsomer, 2002; Schroeder et al., 2002). Based on the stakeholder approach to performance measurement, non-financial performance, as a mediator variable, is measured in terms of customer satisfaction, customer retention, firm reputation and improvement in product quality. The measures of financial performance covered the perceptual measures of five items relating to profit growth, sales growth, profit (sale) margin and overall profitability (Lopez et al., 2005). The respondents were asked to indicate their level of agreement or satisfaction, which could range from 1 (very low) to 5 (very high). All of these variables can be said to be multi-item constructs (see details in Appendix). Similarly to many previous studies in the same field, composite scores were created for each variable by taking the average of the items for each observation, except for the two control variables, with their objective measures.

Variables such as firm size and age that may affect firm performance were used as control variables (Botis et al., 2002; Ruiz-Mercader et al., 2006; Joythibabu et al., 2010). Number of full-time employees was chosen as a proxy for firm size. However, to reduce the variation among firms, this measure was transformed into log terms.

ANALYSIS AND RESULTS

To verify the validity and reliability of the measurement scales, we followed certain standard practices. Content validity was determined by experts. The Coefficient of Alpha was computed to assess the unidimensionality of the items. All of the scales fell above the minimum acceptable value of 0.70 (Nunnally, 1978). The reliability, mean, standard deviation and correlation among measurement items are presented in Table 3.


Table 3

Descriptive statistics and reliability for the scales

[image: art]

*p < .05

Ordinary least square analysis (OLS) was used as the main analytical method because of the moderate sample size. The analytical results are provided in three groups. First, the analysis of the relationships between the independent and interaction effects of different types of learning on the dependent variable non-financial performance was presented. Separate regression models were run to observe the additive effect of different types of learning on non-financial performance. In addition, the independent variables were mean centred to reduce the effect of multicollinearity when creating interaction terms (Aiken & West, 1991). Second, the relationship between non-financial and financial performance was examined. Third, the potential mediation of non-financial performance on the relationship between different types of learning and financial performance was explored through mediation analysis. The mediating effect analysis was performed in three steps (Baron & Kenny, 1986).


Table 4

OLS result for main and interaction effects (H1–H6)

[image: art]

Unstandardised coefficients.

*p < 0.10; **p < 0.05; ***p < 0.01; two tailed test.

Table 4 reports the results regarding the main and interaction effects of different types of learning on non-financial performance. As previously mentioned, different models were run to test the addictive effects of internal and external learning variables on the dependent variable, non-financial performance. In model 2 (and all other models), the results show that both the individual and organisational learning variables prove to be positive and statistically significant for non-financial performance at 0.05%. Thus, the results support both H1 and H2. The model 3 results show that only competitor learning is significant at 0.01%, whereas other types are insignificant. Thus, H4 is supported as expected, and others, such as H3 and H5, are rejected. The interaction effects of each internal learning variable and external learning variable were tested in models 4, 5, 6, 7, 8 and 9. However, out of the six interaction terms, only four terms appeared to be statistically significant. In general, the results provide partial support for H6.


Table 5

OLS result for the relationship between non-financial and financial performance (H7)



	Dependent Variable: Financial Performance
	N = 113




	Variables
	Coefficients




	Constant
	3.688***




	Controls
	




	Logsize
	0.025




	Age
	0.005




	Independent variable
	




	Non-financial performance
	.203***




	R2
	0.150




	Adjusted R2
	0.127




	F
	6.51





Unstandardised coefficients.

*p < 0.10; **p < 0.05; ***p < 0.01; two tailed test

As postulated, non-financial performance is positively related to financial performance at p < 0.01 (Table 5), thereby supporting H7.

Following Baron and Kenny (1986), we used a three-step procedure to determine the mediation effect of non-financial performance on the relationship between different types of learning and firms’ financial performance (Table 6). First, the relationship between dependent and independent variables was investigated. Only individual learning has a direct, significant relationship with financial performance. The significant relationship between independent variables and mediator non-financial performance was examined in the second step. Three out of the five learning variables have a significant link to mediator variable non-financial performance, as suggested in the direct effect analysis. Finally, the mediator variable was added to the first step to determine whether it eliminates the effect of independent variables. The results show that the effect of two independent variables such as organisational and competitor learning is removed but that individual learning is still significant (p < 0.05) and the mediator, non-financial performance, exhibits a stronger effect, having a greater standardised coefficient (p < 0.01). These findings indicate that non-financial performance partially mediates the relationship between individual learning and financial performance and fully mediates for organisational and competitor learning.


Table 6

OLS result for mediation effects of non-financial performance (N = 111)



	Independent variables
	Step 1 FP as DV
	Step 2 NFP as DV
	Step 3 FP as DV



	Constant
	1.632**
	2.072***
	2.979***



	Controls
	
	
	



	Logsize
	0.011 (0.35)
	–0.872 (–0.146)
	0.025 (0.078)



	Age
	0.003 (0.870)
	–0.003 (–0.047)
	0.004 (0.106)



	Main independent variables
	
	
	



	Individual learning
	0.206** (0.323**)
	0.307** (0.259**)
	0.161** (0.253**)



	Organisational learning
	0.037 (0.068)
	0.251** (.243**)
	0.002 (0.005)



	Customer learning
	0.052 (0.105)
	–0.130 (–0.138)
	0.071 (0.139)



	Competitor learning
	–0.009 (–0.024)
	0.214*** (0.283***)
	–0.043 (–0.105)



	Supplier learning
	0.006 (0.011)
	–0.130 (–0.116)
	0.027 (0.045)



	Mediator
	
	
	



	Non-financial performance
	
	
	0.151*** (0.281***)



	R2
	0.186

	0.279

	0.245




	Adjusted R2
	0.132

	0.230

	0.186




	F
	3.44

	5.75

	4.15





Unstandardised coefficients and β values are presented in parentheses.

*p < 0.10; **p < 0.05; ***p < 0.01; two-tailed test

DISCUSSION

Internal and External Learning and Non-financial Performance

Our first five hypotheses proposed that the greater level of two types of internal learning, individual and organisational (H1 and H2), and the three types of external learning, that achieved through customers, competitors and suppliers (H3, H4 and H5), result in non-financial improvement. The regression results indicate a positive and significant relationship between two types of internal learning (H1 and H2) and learning from competitors (H4). Thus, this result suggests that knowledge retained in the minds of individual employees is important to achieving high non-financial performance for firms in our context. In other words, firms’ non-financial performance in the form of stakeholder satisfaction can be obtained by means of maintaining capable, motivated and committed individual employees. Similarly, the positive and significant relationship between organisational learning and non-financial performance provide evidence that knowledge embedded in the firm’s systems, processes and procedures are essential to the achievement of non-financial outcomes. However, unlike studies based on developed and developing countries, the study did not provide clear evidence that organisational learning has a greater effect on performance. Thus, organisations with better storehouses of learning could pass down knowledge and learning to current and future employees, and employees with a higher learning capacity and greater knowledge could contribute their knowledge at the organisational level.

Contrary to our hypothesis, this study does not indicate that customer learning (H3) had a main effect on firms’ non-financial improvement. There are multiple possible explanations for why such learning migrates away from the improvement of non-financial performance in this study. This study focused on the quantity rather than the quality of customer knowledge and the responsiveness of the firms. In reality, firms’ perception of customer knowledge and responsiveness may deviate from the optimal level of satisfying genuine customer tastes and preferences because first, firms in our context are at a disadvantage in accessing up-to-date customer information because of the use of lengthy distribution channels to sell products. As a result, many firms appear to possess inadequate abilities or opportunities to respond to the knowledge of customers in a timely and efficient manner. In addition, the insignificant effect of customer learning on non-financial performance may partly reflect their perceived inadequacy to access and respond to customer knowledge even though they are attaining non-financial improvement at an optimal level. Contrary to this explanation, if all firms are utilising customer learning as a strategy for sustaining non-financial performance, it may be difficult for firms to use customer learning as a strategy for sustaining superior non-financial outcomes.

However, the interaction between customer learning and individual and organisational learning indicates interesting positive and significant effects, suggesting that customer learning is necessary but not a sufficient condition for sustaining non-financial performance. Firms with a higher level of absorptive capacity, i.e., firms that can accumulate knowledge at the individual level and/or at the organisational level, are better at acquiring and responding to customer tastes and preferences to achieve non-financial outcomes than those with a limited capacity to do so. Conversely, firms with little absorptive capacity may be disconnected from local knowledge of stakeholder satisfaction that would produce loyal customers and firm goodwill.

This study produced evidence that learning from competitors (H4) has the strongest positive significant impact on firm non-financial performance. This evidence also implies that firms in our context appear to be more inclined towards learning from others’ experience and have more competence to do so. Actually, such findings can be expected in this context, in which firms’ own knowledge generation mechanism (i.e., R & D) is limited. In such a situation, benchmarking against competitors’ actions most likely provides them with an important means for superior non-financial performance, at least in the short run. Moreover, this conclusion is supported by the presence of many firms in our context in traditional sectors involving simple manufacturing and producing simple products, where benchmarking against competitors’ actions is likely to be a minor adaptation rather than a major change for which imitation does not require significant causal ambiguity and path dependency.

However, the insignificant interaction effect of individual learning and competitor learning reflects the costly nature of maintaining both types of learning. Maintaining learning-oriented, qualified workers and responding to competitors’ actions may also entail higher costs. As a result, firms may find it difficult to make investments in both types of learning to maintain non-financial outcomes.

Some authors have suggested the importance of learning from supplier networks in improving firm performance (Schroeder et al., 2002; Droge, Claycomb, & Germain, 2003), but our study did not indicate a main effect. Some studies also proposed that there is an inconclusive effect because it depends on the knowledge level of suppliers, which is determined by the number of other supplier networks (Haikansson, Havila, & Pedersen, 1999) and the fit between the learning styles of manufacturers and suppliers (Azadegan & Dooley, 2010). For firms in our context, supplying firms may not appear to possess an adequate ability or capacity to develop and provide relevant knowledge to their customer firms. Another possible reason for insignificant supplier learning in terms of non-financial performance highlights the measurement issue that must be addressed in future studies.

Non-financial and Financial Performance

As hypothesised, the relationship between non-financial and financial performance was confirmed. Thus, the results support the stakeholder perspective and add value to the manufacturing literature by suggesting that firms’ efforts towards stakeholder satisfaction are the essentials means of sustaining higher financial returns. In addition, firm efforts towards stakeholder satisfaction are the main source of profit generation even though it is argued that firms in Least Developed Countries (LDCs) are at a disadvantage in relation to foreign firms with better images. In reality, the maximum level of financial performance can be achieved by means of the provision of quality products and services that affect customer satisfaction, customer loyalty and firm reputation regardless of source.

Mediation Effects

To confirm non-financial performance as an intermediate outcome of different types of learning, we performed a mediation analysis. The mediation model indicates that non-financial performance serves as the intermediate outcome between some types of learning and financial performance. However, high non-financial performance is not directly available to all firms under any circumstances unless properly developed. High non-financial performance is only available to firms possessing appropriate learning capabilities. Among these, this study showed that the learning capabilities of individuals, at the organisational level and regarding competitors’ actions, are essential to the eliciting of high non-financial performance and financial performance. More specifically, the complete mediation of non-financial performance between organisational and competitor learning suggests that non-financial performance is necessary to gaining financial outcomes from these two types of learning. Similarly, the partial mediation of non-financial performance between individual learning and financial performance indicates that although individual learning has the ability to improve financial performance directly; the greater extent of the improvement in financial resulting from individual learning can be obtained only through improvement in non-financial performance. However, whether the firms with strong financial performance could seek to be the top choice among learning-oriented, talented employees is the issue warranting further discussion.

CONCLUSION

This study investigated the effects of internal and external learning domains on the performance of manufacturing firms. The results indicated that different domains of learning influence firm performance differently. The two internal learning variables, knowledge retained at the individual level and that institutionalised at the organisational level, are important in explaining the firm’s non-financial performance. Of the three domains of external learning, only competitor learning has a positive impact on firm non-financial performance. Two external learning variables that did not exhibit a main effect appeared to interactively influence non-financial performance through two internal learning variables. In addition, it is clear that the influence of different domains of learning on firm performance varied according to the different measures of performance. Individual learning has the power to influence firm financial performance directly. However, the influence of other domains of learning on financial performance is indirect, occurring through non-financial performance. In addition, the effects differ in terms of independence or synergy, depending on the domain. More specifically, organisational and competitor learning have an independent, indirect effect, but customer and competitor learning have an interactive, indirect effect.

Policy Implications

Implications for the private sector

Given that individual learning appeared to be crucial for both non-financial and financial performance outcomes, managers should make a certain level of investments in nurturing and retaining competent workers. To do so, firms should use formal and informal training to equip workers with necessary skills and competencies. Employees should be encouraged to share experiences with one another to increase their learning opportunities. The use of other human resource practices such as systematic hiring, performance-based rewards and promotion systems should be of great value in attracting capable workers and motivating them to use their competency to its full potential. Firms should develop an organisational learning system to store organisational experience and to develop processes and procedures to make all members of the organisation aware to achieve better performance outcomes.

In addition, managers should pay special attention to responding to competitors’ movements and actions, given the importance of competitor learning to non-financial outcomes. Resources should be allocated and incentives should be provided accordingly. However, this importance also indicates the requirement that all firms perform constant innovation because a firm’s innovation in products, processes and technology tends to become quickly obsolete by means of learning through imitation among competing firms.

Implications for policy makers

Given the importance of competent employees, policy interventions should be directed towards a requirement for all firms to equip their employees with the necessary job-related skills. Necessary support programs in the form of financial assistance and incentive schemes in the form of loans should be provided for firms with resource constraints on implementation. In addition, managers should be encouraged to acquire knowledge of business management by attending outside professional training programs to raise their level of awareness of managerial knowledge on HR practices. Trade shows, workshops and meetings are of great value in enhancing opportunities for learning between competing firms in the same industry. It would be beneficial for firms if mass media such as TV, magazines and newspapers were encouraged to release real-time product and market information so that firms could regularly determine, evaluate and respond to customers’ tastes and preferences and competitor actions.

Limitations and Directions for Further Research

This study has limitations that require that issues be addressed in future organisational learning research. The first and foremost issue involves the use of perceptual measures for performance indicators, particularly for financial performance indicators. The next limitation relates to the issue of exploring antecedents of learning. Although this study provides useful insights into firm-level performance implications for the Myanmar context from the perspective of knowledge and learning, because of the time limitations of the survey period, this study cannot explore the antecedents of learning. Therefore, it would be appreciated if future study could involve the exploration of contextual factors in a similar context.
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APPENDIX

Indicators for Each Variable

All the statements/indicators are based on the Five-point Likert scale from 1 to 5. 1 = Strongly disagree; 2 = Moderately disagree; 3 = Neither disagree nor agree; 4 = Moderately agree; 5 = Strongly agree

Non-financial Performance

Our customers are satisfied with the products and services of our firm.

Our customer retention rate is as high as or higher than that of our competitors.

Our organization has good reputation in the sector.

The products supplied by the firm are considered high quality.

Financial Performance

Degree of satisfaction concerning financial profitability

Degree of satisfaction concerning growth in sales

Degree of satisfaction concerning growth in profits

Degree of satisfaction concerning sales margin

Individual learning

Individuals are able to break out of traditional mindsets to see things in new and different ways.

Individuals feel sense of pride in their work.

Individuals have a clear sense of direction in their work.

Individuals are aware of critical issues that affect their work.

Individuals generate many new insights.

Organizational learning

We have a strategy that position well for the future.

The organizational structure supports our strategic direction.

The organizational culture can be characterized as innovative.

The organizational structure allows us to work effectively.

Our operational procedures allow us to work effectively.

Customer learning

Our customers give us feedback on quality and delivery performance.

Our customers are actively involved in product design process.

We react quickly to the changes in customers products and services needs.

We constantly monitor our level of commitment and orientation to serving customers needs.

We are knowledgeable about customer product and service preferences.

We have considerable interaction and information exchange and discussion of past, present and future needs with customers.


Competitors Learning

We are collecting competitor’s information.

We regularly scan and evaluate competitor’s strengths and weakness.

Our competitors are extremely important source of learning new methods and services.

If a major competitor were to launch a new campaign, we would implement a response immediately. (Our company responds rapidly to competitive actions).

Supplier learning

We strive to maintain to establish long term relationship with supplier.

We maintain close relationship with supplier about quality consideration and design changes.

We retain knowledge and information from supplier.

We have consideration interaction and information exchange and discussion of past, present and future needs with supplier.

If our suppliers give advice and suggestion regarding improvement for operation (products, process, technology), we tried to implement accordingly.
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ABSTRACT

Despite a wide applicability of demographic and psychographic variables for segmentation criteria, past research indicates that these variables are not as effective as behavioural variables. The present empirical study’s focus is determining different typologies of Indian consumers, which exist in terms of Pro-Environmental Behaviour (PEB), and investigating whether PEB varies across these typologies. For this study, a total of 152 Indian consumers were contacted through convenience sampling. Using factor and cluster analysis, the typologies were classified as “active green activists” or “passive green activists”. Using discriminant analysis, formed groups were validated and profiled by chi-square. Using environmental variables as the basis of segmentation, this study offers practical guidelines to green marketers who are targeting the Indian markets.
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INTRODUCTION

Over the past 25 years, marketing’s relationship with consumer behaviour and the environment continues to attract researchers’ attention and is consequently reflected in numerous green marketing texts (Ottman, 1993; Peattie, 1995; Charter & Polonsky, 1999). A later study outlined that a consumer’s purchasing decisions revolve around his or her environmental concerns (Menon, Menon, Chowdhury, & Jankovich, 1999). In late 1990s, businesses started to incorporate this trend in their marketing and management decision-making (Straughan & Roberts, 1999).


Following the trend, businesses have reengineered their marketing mix by inserting green elements in their product profiles (Chitra, 2007) in order to remain competitive. Consequently, consumers have begun to change their purchasing patterns by preferring “environmentally friendly products” or “green products” (hereafter, both terms are referred to as green products). The patterns signal a niche market for consumption of green products that is expanding internationally. This marketing trend and resulting consumer purchasing patterns have favoured a new segment of green or ecological consumers.

Considerable effort has gone into identifying the common needs or patterns in this green marketing arena. Market heterogeneity patterns (Smith, 1956) explain the market segmentation as a fundamental marketing principle (Kotler, 1997) that requires special attention. Suitable “segmentation, targeting and positioning” strategies are equally important aspects to which marketers must take caution as many new businesses enter into green arena. Wind (1978) examined the existing discrepancy between academic research in segmentation and practice. In the marketing literature, the relevance of segmentation approaches used in green marketing has been critiqued according to implementation. In this context, overcoming such implementation issues is vital to the success of market segmentation. The present paper presents a segmentation basis that has been designed to overcome some of these implementation barriers.

Previous studies have supported the argument that traditional market segmentation is not appropriate. For example, Straughan and Roberts (1999) proved that environmental segmentation alternatives are more stable than demographics and psychographic consumer profiles. Examining the available literature, it has been summarised that green marketing researchers devote their attention to many variables such as (a) ecoliteracy, (b) environmental consciousness, (c) perceived behavioural control, (d) willingness to pay for green products, and (e) willingness to pay more.

The distinction within segments from green or non-green consumers can be effectively accomplished by targeting specific and current environmentally friendly behaviours. In fact, consumers are scattered in their levels of displaying various environmentally friendly behaviours. The idea of targeting these environmentally friendly alternatives is reflected in the rise in pro-environmental demand (Newsweek, 2006). Segmentation based on various environmental variables is a growing trend, but research based on PEB is understudied and has yet to be fully explored. Therefore, the present study is performed with an objective that aims to more closely examine environmental variables and specifically PEB for profiling green consumers. Based upon this objective, factor analysis, and their background information, the consumers will be grouped and profiled into two differentiated clusters to obtain a better understanding of their PEB backed by discriminant analysis.

This study included the application of the green market segmentation concept to the consumer market specifically in India. This paper begins by developing several alternative ways of characterising the green market segmentation concept. Next, relevant literature is presented on environmental criteria for differentiating individuals. Research methodology is described in addition to the empirical results and conclusions (Figure 1).
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Figure 1. Summary of the study




TAXONOMY OF “GREEN SEGMENTATION”– REVIEW OF LITERATURE

Studies relating to green consumers in general and the green segmentation specifically are in the budding stage. However, some researchers experienced “difficulty in choosing the proper segmentation base or criteria [stemming] from the fact that many segments cannot be detected in the market place in its original form” (Paco & Raposo, 2009, p. 366). Admittedly, Wind (1978) identified that the segmentation practice and academic developments are incongruent with one other. In this section, segmentation criteria based on demographic, behavioural, psychographic, and environmental variables will be examined.

Since the 1970s, demographic variables research has been a great concern for researchers. Likewise, age variables were investigated in various studies wherein Anderson, Henion and Cox (1974) found a negative relationship followed by Zimmer, Stafford and Stafford (1994). However, other authors have reported no such relationship (Kinnear, Taylor, & Ahmed, 1974; Roper Organization, 1992). In his study, Roberts (1996) observed a positive correlation between age and behaviour. In addition to this area of study, a second demographic variable to be examined is income. Newell and Green (1997) have found a moderate effect, while some researchers have not found any direct relationship (Kassarjian, 1971; Anderson et al., 1974; Van Liere & Dunlop, 1981). In contrast, some researchers have reported neither a direct nor an indirect relationship (Kinnerr et al., 1974; Roper, 1990; Zimmer et al., 1994).

A review of the literature on gender as a segmentation base found mixed responses with different roles, attitudes, and skills assumed for each gender. Straughan and Roberts (1999) stated that women are more pro-environmental and more concerned about environment than men (Berkowitz & Lutterman, 1968; Banerjee & McKeage, 1994). For example, women have higher recycling participation compared to their male counterparts (Mainieri and Barnett, 1997). Regarding the participation of natural resources, the results obtained were non-significant for supporting environmental groups.

Education has been generally thought to be positively related to behaviour. A literature review evidenced that education was more highly consistent than other demographic variables and found a significantly positive relationship with environmental behaviours (McEvoy, 1972; Anderson et al., 1974; Roper Organization, 1990; Newell & Green, 1997; Diamantopaulos, Schlegelmilch, Sinkovics, & Bohlen, 2003). In fact, social class was discussed little in green research as it was found to have a high correlation to income, occupation and education. However, social class is generally believed to influence individuals’ lifestyles and new product adoption (Hooley, Saunders, & Pierry, 1998). Ultimately, many studies have used demographic variables in relation to environmental attitudes and/or behaviours, and if the results were found to be significant, then these results offered easy solutions to market segmentation.

For more efficient segmentation, several studies have explored psychographic variables. Hine and Gifford (1991) established the effect of anti-pollution movement on PEBs. Furthermore, Roberts (1996b) confirmed the relevance of the “liberalism effect” as a reflection of political orientation. Stern et al. (1993) found that egoism (which refers to the willingness to incur extra costs associated with environmentalism) and social-altruism (a concern for others’ welfare) affect green behaviour. Many researchers addressed the issues that perceived consumer effectiveness centred on consumers’ attitudes influenced consumers’ beliefs (Antil, 1978; Webster, 1975; Roberts, 1995; 1996b).

Values were considered as the criterion variables (or drivers) as they determined the actions and conducts involved in consumer effectiveness. In this regard, many studies have attempted to link value and its relevance to environmentally friendly behaviour. In particular, Schwartz (1992, 1994) reported that ecological behaviour was changed if values grouped into “self-transcendence” and “self-enhancement” were negatively related to eco-centric attitude (Schultz and Zelezny, 1999). Similarly, a causal relationship between values and ecological behaviour was supported in the study by Thøgersen and Olander (2002, 2003). According to De Young (1985, 1986), lifestyles also influenced ecological behaviour and were found to be significant in glass and paper recycling. In fact, Lievers, Serra and Watson (1986) stated that “…people with conservative and religious values and lifestyles liked to contribute actively to the society improvement.”

In recent years, the attitude variable was applied widely in relation to the buying of products in varied contexts. According to Eagly and Chaiken (1995), “an attitude is a psychological tendency that is expressed by evaluating a particular entity with some degree of favor or disfavor”. Consumers made their purchasing decisions based on their attitude towards environment (Schwepker & Cornwell, 1991). Studies performed by Balderjahn (1988), Roberts (1996), and Kalafatis, Pollard, East and Tsogas (1999) found that consumers’ attitudes were excellent predictors of environmentally friendly behaviour. Surprisingly, consumers valued “clean environment”, but this sentiment was inconsistent with their actual behaviour (Dembkowski & Hanmer-Lloyd, 1994). McCarty and Shrum (1994) found that actual behaviour was influenced by the perception of inconvenience, rather than the belief regarding the actual inconvenience involved in recycling.


In cross-sectioning the previous literature, environmental concern has been explored in various studies. Environmental concern may be defined as an attitude that is related to environmental consequences (Antonides & van Raaij, 1998). Until the 1980s, Lepisto (1974) and Kinnear et al. (1974) established the relationship between attitude and/or behaviours with environmental concern. Then, Antil (1984) and Roberts (1995; 1996b) correlated environmental concern with environmentally friendly behaviour. Attention has been paid to “locus of control” and alienation wherein “locus of control” was linked to environmental concern in Henion and Wilson (1976). However, Balderjahn (1988) investigated alienation in relation to PEBs. Mostafa (2009) formed segments by linking environmental concern with purchase intention using self-organising maps (SOM).

Previous studies also centred on consumers’ knowledge, which is established as influencing criteria in all stages of the buying process. Vining and Ebreo (1990) and Chan (1999) tested consumers’ environmental knowledge or “ecoliteracy” as a determinant of environmentally friendly behaviour. However, ecoliteracy was proven to be a poor predictor of environmentally friendly behaviour (Laroche, Bergeron, & Barbaro-Forleo, 2001). In addition, efforts were made in relating “environmental consciousness” to environmentally friendly behaviour. In general, according to Hartmann and Ibanez (2006), “environmental consciousness” referred to the “cognitive dimension of environmental attitudes, or environmental behaviours”. Environmentally conscious people were frequently changing their purchasing behaviours (Chase, 1991) in favour of those greener behaviours (Peattie, 2001).

Another variable that the literature review showed to be relevant and affecting environmental knowledge, attitude and behaviour was so-called “perceived behavioural control”. This variable explained the extent to which consumers’ believed in the ability to effect environmental preservation. According to De Pelsmacker, Janssens and Geuens (2002), high “perceived behavioural control” leads to more intense eco-friendly behaviour. If consumers felt that their actions would solve environmental problems, they displayed more proactive behaviour according to Straughan and Roberts (1999).

Consumers who were receptive to green products and purchase such products by choice are ready to pay premiums to help companies in recovering additional cost associated with being green. However, other authors suggested that some consumer groups favour green products and are willing to pay more for these products (Kassarjian, 1971; Klein, 1990; Laroche et al., 2001). For example, the study performed by Reinhardt (1998) reports that consumers were ready to pay more than 5% for green products. In fact, Roper Starch Worldwide (1997) indicated that consumers would pay as high as 20% or more for environmental benefits; however, the literature on willingness to pay equivocally suggested otherwise (Wood, 1990; Sims, 1993).

PEB was particularly driven by internal factors including the psychologist view that has been attributed to the external conditions which the economists view as a factor (Clark, Kotchen, & Moore, 2003). Guagnano, Stern and Dietz (1995) argued to incorporate internal processes and external conditions into the socioeconomic theory of behaviour (p. 700). An interdisciplinary perspective was required to provide a more complete framework for analysing PEB. In the same vein, Balderjahn (1988) considered consumers’ ideology a control for various PEBs. For example, internally controlled individuals conserve more energy and purchase energy savers, but externally controlled consumers participate in public acts such as joining environmental organisations and signing petitions. Taken collectively, with the exception of several recent publications (Steg & Vlek 2009; Laroche et al., 2001; Schwartz, 1990; McDaniel & Rylander, 1993), the literature on grouping consumers based on PEB has offered inadequate theoretical specification. Moreover, studies specific to the Indian context in this area are rare, and thereby the present study is a foray in this regard.

RESEARCH GAP AND RESEARCH QUESTIONS

The green marketing segmentation literature centres its focus mainly on consumers’ purchasing behaviours and the practice of green marketing strategies. However, within the green consumer behaviour domain, many researchers have studied demographics and other environmental variables linked to green purchasing behaviours to characterise green consumers. However, few studies have taken the microscopic view and have not considered green purchasing behaviour for profiling. These studies are more focused on consumers’ PEBs and have less interest in green purchasing behaviours. Furthermore, studies using PEBs for categorisation are rare in India. This dearth of research leads to the need for investigation of the following research question:



	RQ:
	 
	Do different typologies of Indian green consumers exist in terms of PEB?





RESEARCH METHODOLOGY

The Survey Measures

The measures used in this study were adapted from past studies. The survey method was employed through a structured non-disguised questionnaire which consisted of two sections: (1) respondents’ general demographic information and (2) questions regarding PEB. These PEB data using a 5-point Likert-type scale were adopted from the Cleveland et al., (2005) study and were verbally anchored by a “strongly agree” (5) and “strongly disagree” scale (1). The PEB scale was measured with ten statements capturing public transit use, energy use, conservation and automobile use/maintenance behaviours. During the pilot testing process, revisions were made to the questionnaire such as edits to wording and structure errors. Participants’ suggestions were also incorporated into the survey prior to its final version.

Reliability Statistics of Measures

Reliability is ensured by establishing internal consistency of the measures. Accordingly, Cronbach alpha (α) was computed, which is an indicator of internal consistency. Cronbach alpha was computed to be 0.634 with the item-to-total reliability of all ten statements of 0.4 (Nunnally, 1978) (Table 1).

Sample

The study sample composition consisted of individuals with age group 18+, which was selected to capture the diversity of respondents residing in India. It is reasonable to assume that this age group has decision making abilities and is able to select from various choices. As per Hair, Anderson, Tatham and Black (1998), considering ten observations per variable and that PEB has ten variables, the effective sample size must be 100. With the standard 95% confidence level at 8% tolerance for error, it was determined standards should be used for an unknown population. With this statistical standard, it was found that the required sample size was 150, while the actual number of respondents was 152 higher than the threshold. These 152 respondents were selected through convenience sampling.


Table 1

Reliability Statistics of dependent variable (PEB)



	Variable name

	Statement

	Item-to-total reliability

	Cronbach’s Alpha




	D1

	I use public transport (bus / train) whenever that option is available
	0.649

	0.634




	D2

	I keep my bike/car well-tuned by taking it for regular service
	0.603




	D3

	I drive my bike/car more slowly and consistently
	0.594




	D4

	I usually turn-off the bike/car at the red signal at traffic point
	0.616




	D5

	I turn-off all electronic equipment when not in use
	0.583




	D6

	I usually buy more expensive but more energy efficient light bulbs
	0.620




	D7

	I prefer to walk rather than drive to a store that is just a few blocks away
	0.598




	D8

	I refuse to buy products from companies accused of being environmental polluters
	0.589




	D9

	I take my own carry bags while shopping
	0.625




	D10

	When buying something wrapped, I check that it is wrapped in paper or cardboards made from recycled material
	0.609





DATA ANALYSIS AND MAJOR FINDINGS

Demographic Respondent Profile

The sample demographics reflect that a majority of the respondents are male (n = 113, 74.3%), with only 25.7% respondents being female (n = 39). Large family size (4–5 members) constitutes 65.1% of sample respondents (n = 99). In addition, 90.2% of sample respondents are within the age groups 20–35 (n = 65, 42.8%) and 36–50 (n = 72, 47.4%). The sample is balanced with 50.7% single (n = 77) and 48.7% married (n = 74) respondents. However, respondents with high educational levels (postgraduates and doctorate) represent the majority with 69.7% (n = 106) of the sample, while medium education level (graduate) represents 24.3% (n = 37). The lower educational levels (undergraduate and high school) represent 5.9% (n = 9) of the sample (Table 2).


Table 2

Sample characteristics



	Variable
	Range
	Frequency

	%




	Gender

	Male
	113

	74.3




	Female
	39

	25.7




	1 person
	2

	1.3




	Family size

	2–3 persons
	38

	25.0




	4–5 persons
	99

	65.1




	More than 5 persons
	13

	8.6




	Marital status

	Single
	77

	50.7




	Married
	74

	48.7




	Full time
	95

	62.9




	Part time
	13

	8.6




	Employment status

	Student
	25

	16.6




	Housewife
	4

	2.6




	Unemployed
	5

	3.3




	Business
	9

	6.0




	Home ownership

	Own
	112

	74.7




	Rent
	37

	24.7




	Less than 20
	2

	1.3




	Age

	20–35
	65

	42.8




	36–50
	72

	47.4




	More than 50
	13

	8.6




	High school
	3

	2.0




	Undergraduate
	6

	3.9




	Education
	Graduate
	37

	24.3




	Postgraduate
	85

	55.9




	Doctorate
	21

	13.8





Results

Considering that individuals vary in regard to their PEB and that the list of variables is extensive, an exploratory factor analysis (EFA) was performed to simplify the interpretation of variables. The main goals of EFA are data reduction and summarisation of variables to a smaller set of factors (Kim & Mueller, 1994a, 1994b) preserving the essential nature of original variables to the extent possible.

Data collected on ten variables were entered into factor analysis. Principal Component Method was selected with Varimax rotation to extract factors. Accordingly, KMO Measure of Sampling Adequacy and Bartlett’s test of sphericity were found to be satisfactory. Using form anti-image correlation matrix, it was found that statement 1 had a measuring sampling adequacy (MSA) value less than 0.5, and this statement was therefore deleted. Next, the remaining nine statements were subjected to factor analysis. The KMO Measure of Sampling Adequacy was 0.638, indicating that the analysis results are meritorious (Kaiser, 1970). Bartlett’s test of sphericity was significant at 0.000 levels, thus demonstrating a high elevated degree of correlation between the variables (Hair et al., 1998) (Table 3).


Table 3

Factor analysis results and composition of each factor

[image: art]

Kaiser-Mayer-Olkin Measure of Sampling Adequacy = 0.638, Bartlett’s Test of Sphericity: Approx. Chi-Square (36) = 175.842; p = 0.000

Finally, three factors were extracted, which together explain 54.124% of the variance. The minimum factor loading observed was 0.538, and the maximum loading was 0.780. The factors, their respective items with the numbers and their corresponding factor loading are given in Table 3.


After the determination of the most prominent factors for the study through the factor analysis, these variables were used as inputs in the subsequent analyses. The factor scores were calculated for each respondent based on an average score for each statement loading onto that factor for PEB. These scores were then subjected to hierarchical cluster analysis to identify possible clusters according to the respondent’s PEB. For cluster analysis, the squared Euclidean distance and Ward’s method were used (Table 4) to analyse the cluster numbers formed, the case numbers in each cluster, and the mean a nd standard deviation when each variable is crossed with each cluster.


Table 4

Cluster analysis results



	
	Cluster 1 n = 106 (69.3%)

	Cluster 2 n = 45 (29.8%)




	Variables

	Mean

	SD

	Mean

	SD




	Energy economics
	4.066

	0.694

	3.896

	0.697




	Energy conservatism
	3.774

	0.705

	3.629

	0.637




	Environmental activism
	3.371

	0.613

	4.356

	0.457





Further testing was performed to meet two objectives: (1) to observe whether significant differences in the means of clusters exist; and (2) to validate the determined groups. Accordingly, we used the One-Way variance analysis (ANOVA) and Discriminant analysis. For subsequent analysis, variables used for cluster information were treated as dependent variables and clusters obtained were treated as independent variables. The results of Wilks’ lambda, F statistics and significant levels are displayed in Table 5.


Table 5

Wilks’ lambda and F-statistics



	Variables
	Wilks’ lambda

	F

	Sig.




	Energy economics
	0.987

	1.888

	0.171




	Energy conservatism
	0.991

	1.394

	0.240




	Environmental activism
	0.614

	93.858

	0.000*





In the Variables column of Table 5, only one variable, “Environmental activism”, was significant to differentiate the groups at a 0.01 level. Other variables, “Energy economics” and “Energy conservation”, were found to be non-significant. The Wilks’ lambda value indicates that the “Environmental activism” variable provided a larger spread between the clusters’ mean (Malhotra, 1993), which had the least value.

To validate the resulting formed cluster analysis groups, a multiple discriminant analysis (MDA) was conducted. This analysis allowed us to find a discriminant function (Table 6). The percentage of explained variance by the function in the found groups was calculated as the square of canonical correlation coefficient (Malhotra, 1993). In this case, the function explained approximately 62% (square of 0.783) of the variance.


Table 6

Canonical discriminant function



	Eigen value

	Canonical correlation

	Wilks’ λ

	Chi-square

	df

	Sig.




	1.580

	0.783

	0.388

	139.813

	3

	0.000*





The calculated Wilks’ Lambda value (0.388) was converted into a chi-square value of 139.813, with 3 degrees of freedom and statistical significance to 0.000 levels. This value indicates that the function is significant to discriminate between the found groups (Mitchell, 1994). After observing statistical significance between groups, it becomes useful to examine the individual contribution of the discriminating function’s variables. The standardised canonical functions coefficients indicate, in absolute values, the relative importance of each variable to differentiating between the two groups (Table 7).


Table 7

Standardised canonical discriminant function’s coefficients



	Variables
	Coefficients




	Energy economics
	–0.737




	Energy conservatism
	–0.532




	Environmental activism
	1.415





*Significant at 0.01 level

To test the validity of the obtained discriminant function, it is required to identify whether the existing number of individuals included into the groups significantly differs from the expected number (Table 8). As observed, 92.05 per cent of individuals were correctly classified into their groups through discriminant function, which reveals satisfactory validity (Malhotra, 1993).


Table 8

Classification results



	

	

	

	

	Predicted Group




	Original group

	No. of cases

	%

	Group 1

	%




	Group 1

	106

	69.3

	94

	88.7




	Group 2

	45

	29.8

	0

	0




	Total

	151

	

	94

	





Note: Percentage correctly classified = (94+45)/151=0.9205= 92.05%

For the purpose of group profiling, bivariate analysis was performed (Table 9). Significance of demographics characteristics in the differentiation of the groups was established through cross tabulations and Pearson’s test (χ2 analysis). The variables “gender” and “marital status” were found to be significant for differentiating between the groups. The variables “age”, “education”, and “occupation” were found to be non-significant for differentiating between the groups.


Table 9

Chi square summary



	Variable

	Pearson’s χ2

	Df

	Sig.




	Gender
	6.231

	1

	0.008*




	Age
	3.506

	3

	0.320




	Education
	6.92

	4

	0.140




	Occupation
	1.848

	5

	0.870




	Marital status
	6.845

	1

	0.009*





*Significant at 0.01 level

For characterising groups or segments found, the crossing of demographic variables and behavioural (PEB), as well as the previously obtained results, were used to different the segments. The resulting segments are described as follows:


	Active Green Activists–This segment, which composed 37.75% of the total sample, is primarily women (n = 25, 64.10%), with 35.89% males. The segment is dominated by unmarried individuals (n = 35, 62.5%), while married individuals comprise 37.5% (n = 21). Their values include active participation in protests in defending environmental causes and supporting environmental organisations, among other relevant activities. These individuals’ beliefs include providing extra effort to environmental resource stewardship and not purchasing a product from companies with a reputation of environmental polluting.

	Passive Green Activists–This segment comprises 62.25% of the total sample, which is primarily married individuals (n = 54, 59.57%). This group consists of a higher percentage of males (n = 69, 73.4%), as only 26.59% are women (n = 25). These respondents value non-human elements of the environment and display high concern regarding PEBs such as energy conservation, water resources, forestry, and pollution (Straughan & Roberts, 1999, p. 562). They prefer to walk rather than using vehicles and carry bags while shopping, among other behaviours. They always try to control their behaviours to minimise the negative effects on environment, but never display their negative opinions of companies when they do not prioritise environmental issues.


DISCUSSION

This study examined three underlying factors that influence consumers’ PEB:


	Energy economics (economic factor),

	Energy conservation (resource saving), and

	Environmental activism.


Thereafter, cluster analysis was performed based on these three factors, which resulted in two clusters. To validate the clusters, discriminant analysis was run using clusters membership (as DV) and factors extracted in factor analysis (IV). It was found that 92.05% of individuals were correctly classified into their groups through one discriminant function. Furthermore, using ANOVA, significant differences were found between the mean of clusters. Pearson’s test (χ2 analysis) was used to obtain the significance of demographic characteristics in the differentiation of the groups formed, and profiling was also performed. Henceforth, two typologies were formed: 1) the “active green activists” and the “passive green activists” based on the consumers’ PEB.

This paper helps to contribute a better understanding of consumers’ PEB, and it presents categories for segmenting consumers by behaviour. The results of the study indicate that are two consumer segments in which “active green activists” appear to participate in environmental protection and actively undergo steps to make environmental considerations. In contrast, the “passive green activists”’ display pro-environmental actions on a personal level and choose not to participate publicly.


An essential implication for marketers is that while targeting “active green activist” consumers who display higher PEB, these consumers’ behaviours must be reinforced through rewards. The individuals from this segment are well informed and committed towards what they are doing. Therefore, media campaigns should be developed that appreciate these behaviours and provide these consumers with a sense of self-satisfaction. Females are more concerned with their PEBs and should be treated as trendsetters in motivating their peer groups to behave pro-environmentally. In addition, marketers can identify opinion leaders form “active green activists” who can network and influence their peer group with ease. Awareness programs should be developed to make consumers realise the positive impact of their behaviours on the environment, such as further preventing environmental degradation.

To change voluntary behaviours of “passive green activists”, companies should use informal or personal channels to reinforce their efforts and should communicate the rewards of sacrificing convenience. This consumer segment behaves environmentally friendly, but these consumers are motivated to take charge and contribute on a wider scale to protect the environment. Such consumers should be targeted through a media campaign illustrating how they can help the environment significantly. Those companies that do not have green practices may risk losing some credibility in the eyes of consumers with pro-environmentalism, who may switch to other companies if green options are available.

As with any study, the methods in the present study imposed limits on the generalisability of results, as all variables were measured by self-reporting. The results did demonstrate the suitability of the traditional K-means cluster analysis within the context of the current study. More research is required to be confident about the most appropriate segmentation method and design for other situations and contexts. As in many research studies of consumer markets, a truly representative sample was difficult to achieve, and a sampling bias may exist.

The current study contributes to the literature on green segmentation using PEB for classification. In future studies, increasing the number of relevant variables could diversify the findings and elicit insights for marketers and researchers at large. An additional source of future research is to understand various PEBs and the motivational or cognitive processes that ensure environmental sustainability.
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ABSTRACT

The purpose of the present study is to understand the influence of a contextual factor (role ambiguity) and personal characteristics (feedback seeking behaviour) on role performance. As interdependent team based work has become an inherent characteristic of the workplace, role ambiguity while working is quite inherent in such organisations. By gaining better clarity regarding individual roles, employees can impact their role performance significantly. Data were collected from 176 employees of a large information technology organisation using survey technique by physically administering the questionnaire with the help of the Human Resource department in two phases; first from the employees and co-workers and finally from the supervisors. Subsequent data analysis was performed using hierarchical multiple regression. Results showed that feedback seeking both from a supervisor and co-workers ameliorated the effects of role ambiguity on role performance. Specifically, compared to feedback seeking from coworkers, feedback seeking from a supervisor was found to be more useful in reducing the effects of role ambiguity on role performance. This study draws from social cognitive theory and self-regulation theories, and implications are discussed for practicing managers in the IT industry.
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INTRODUCTION

India has emerged as one of the fastest growing economies in recent years. The software development industry has been a significant contributor to this growth. The worth of the Indian software industry was US$37.4 billion in 2006 and grew to US$48 billion within a year (Ganesh & Gupta, 2010). Close to 200 of the Fortune 500 companies either have their centres based out of India or outsource their development to India (Moitra, 2001). Most of the Indian software organisations provide software solutions to their clients located in other countries, which involves a high degree of coordination, working in interdependent teams and providing technical support. While most of the employees operate from their offsite locations (based in India), some employees work in the client locations (geographical locations other than India). This phenomenon calls for a greater need to use technology for seamless communication and coordination while working on different projects. Most of the time employees have to work in interdependent teams and in an uncertain work environment. Software organisations provide breeding grounds for employees to work in interdependent teams (Ganesh & Gupta, 2001). In fact, employees’ ability to work in interdependent and uncertain work environments has been characteristic of modern day organisations (Griffin, Neal, & Parker, 2007). In such work contexts, individuals consciously seek feedback to ascertain the relevance of a specific work behaviour (Ashford & Cummings, 1983). It is quite understandable that the lack of clarity on deliverables from one’s work (due to a high rate of interdependence and lack of clarity) can lead to ambiguity. Having better clarity on responsibilities and deliverables helps individuals perform better at work (Kahn, Wolfe, Quinn, Snoek, & Rosenthal, 1964). Bray and Brawley (2000) found that an individual’s ability to better understand how to perform the formal functions demanded by his or her role helped the employee to perform better at work. Gaining an understanding of one’s responsibilities and accountabilities helps gain more effectiveness in a given role. Though past studies have examined feedback seeking behaviour (FSB) in relation to role ambiguity (Ashford & Cummings, 1985) and FSB in relation to performance (Taylor, Fisher, & Ilgen, 1984), none of these studies—to the best knowledge of the researchers—have examined their inter-relationship. Previous studies have been mostly conducted in western countries such as the United States. In contrast to western countries, India is a high power distance culture. Although evidence suggests that role perceptions, such as role ambiguity, do not vary as a function of cultural differences, such as power distance (Paine & Organ, 2000), it is plausible that their effects vary across cultures (McAllister, Kamdar, Morrison, & Turban, 2007). Surprisingly, though previous studies have focused extensively on role ambiguity and its correlates within generic roles (e.g., Berkowitz, 1980; Organ & Green, 1981) very few studies have examined role ambiguity within an interdependent team context (e.g., Bosselut, Heuzé, Eys, & Bouthier, 2010; Bosselut, Heuzé, & Sarrazin, 2010; Eys & Carron, 2001). Moreover, it is important to understand the factors that influence role performance from both individual and organisational perspectives. Ashford, Blatt and VandeWalle (2003) asked a similar question about feedback-seeking behaviour. The authors highlighted that past research that examined factors influencing feedback-seeking behaviour has failed to examine contextual factors. To quote, “Over the past 20 years, there have been sporadic calls to move beyond individual factors and focus on the context in which feedback-seeking takes place […] Because of the relative lack of attention given to context factors thus far in the feedback-seeking literature, these represent an opportunity for future research” (pp. 783-784). Given the pervasiveness of teams that can be characterised by task interdependence (e.g., software development teams in Information Technology (IT) companies), research aimed at studying the extent to which feedback seeking behaviour influences role ambiguity (work context) and role performance remains salient. Therefore, by bridging this gap, the main objective of the present paper is to empirically examine the moderating effect of feedback seeking behaviour on the relationship of role ambiguity and role performance effectiveness among Indian IT professionals.

LITERATURE REVIEW

Role Ambiguity

Classical role theory (Kahn et al., 1964) defined role ambiguity as the lack of information available to perform one’s responsibilities effectively. Individuals experiencing role ambiguity lack adequate information about what their responsibilities are and insufficient information about the process to accomplish these responsibilities. First, the expectations need to be known, and secondly, knowledge of activities required to fulfil those expectations is also needed (Kahn et al., 1964). Role ambiguity can be understood in terms of the outcome expected from individuals and the clarity of the behavioural requirements that need to be fulfilled to meet those outcomes, such as which behaviours are considered to be appropriate (Rizzo, House, & Lirtzman, 1970). Role ambiguity is a lack of clarity regarding the expectations for one’s role, the methods for fulfilling those expectations, and the consequences for effective or ineffective performance (Biddle, 1979; Van Sell, Brief, & Schuler, 1981). More recently, researchers (Yun, Takeuchi, & Liu, 2007; Burney & Widner, 2007; Marginson, 2006) have found role ambiguity to be associated with a lack of information on goals, conditions in which the job is to be performed, responsibilities, and duties to perform one’s job effectively.

Role Performance Effectiveness

Role performance effectiveness indicates how effectively individuals perform in a given role (Bray & Brawley, 2000). Bray, Brawley and Carron (2001) found that an individual’s belief in his or her own capabilities to perform effectively in a role influenced performance effectiveness. Understanding of one’s role improves with time as individuals become exposed to the nuances involved in the job. As organisation tenure increases, an individual’s tendency to seek feedback decreases (Ashford & Cummings, 1985). Ashford and Tsui (1991) found that feedback seeking was useful for effective job performance.


Role Ambiguity and Role Performance Effectiveness

Role ambiguity has been associated with anxiety (Katz & Kahn, 1978). Cohen (1959) found that ambiguously defined tasks with inconsistent guidance from supervisors results in anxiety and decreased productivity. Kahn et al. (1964) mentioned that ambiguity originates from complexities exceeding an individual’s degree of comprehension and from the outcomes of changes associated with increased demands. Therefore, it is quite understandable that individuals experiencing role ambiguity will also face challenges in meeting performance expectations. Past research (Bauer & Green, 1994; Szilagyi, 1977 Williams, Podsakoff, & Huber, 1992; Sluss, van Dick, & Thompson, 2011) indicates that role ambiguity is detrimental employee performance. Rizzo et al. (1970) posit that role ambiguity should increase anxiety and dissatisfaction with one’s role and ultimately lead to diminished performance. Similarly, other researchers (Fried, Ben-David, Tiegs, Avital, & Yeverechyahu, 1998) found that role ambiguity influenced supervisor rated performance and that those employees with high levels of role ambiguity were associated with lower levels of performance effectiveness. Fisher (2001) found that role ambiguity was negatively related to auditors’ job performance, while Burney and Widener (2007) found that role ambiguity was negatively related to managerial performance in strategic planning and decision making areas.

Kahn et al. (1964) proposed that in situations characterised by a high level of task interdependency, role ambiguity should prove to be more dysfunctional. In other words, when the employees’ responsibilities are closely linked to other coworkers, the impact of role ambiguity should be greater compared to that of employees whose work is largely independent. Role ambiguity is expected in interdependent teams, as seen in sports (Beauchamp, Bray, Eys, & Carron, 2001; Bray & Brawley, 2002) as well as in large scale product development companies, such as the automotive industry, and in the field of IT software and hardware (Ganesh & Gupta, 2010; Hoegl & Weinkauf, 2005). Recently, three studies (Bosselut et al., 2010a; Bosselut et al., 2010b, Eys & Carron, 2001) explored the relationship between group cohesion in athletes with varying perceptions of role ambiguity and found that role ambiguity was negatively associated with group cohesion. Similarly, Bosselut et al. (2010a) studied French rugby players and found that athletes who reported lower role ambiguity pertaining to responsibilities and behaviours reported higher levels of task cohesion. Bosselut et al. (2010b) found that role perceptions (i.e., clarity about the roles) were related to aspects of task cohesion and group integration. Finally, Eys and Carron (2001) reported that a lack of role clarity (i.e., high ambiguity) among basketball players was related to lower levels of task cohesiveness within the team. Therefore, it can be stated that perceptions of role ambiguity are an important aspect to study in an interdependent work context when measuring role performance.

In their role episode model, Kahn et al. (1964) observed that, “Because interdependence is such dominant feature of organisations, the effects of change are difficult to contain…ambiguity in many parts of the organisation are almost inevitably the outcome” (pp. 76–77). Subsequent hypotheses within the role episode model were tested including perceptions of role ambiguity in relation to gender (e.g., Eys & Carron, 2001) and organisational factors (e.g., Eys, Carron, Beauchamp, & Bray, 2003). A similar qualitative study focusing on the subjective component of the role episode model highlighted the role ambiguity-cohesion relationship (Mellalieu & Juniper, 2006). Burney and Widener (2007) found that role ambiguity was an important intervening variable between job-relevant information and performance.

Previous studies (e.g., Fisher & Gitleson, 1983; Abramis, 1994; Jackson & Schuler, 1985) have found that role ambiguity is negatively related to performance. More recently, Yun et al. (2007) observed that role ambiguity is characterised by the absence of clear and specific performance targets, which leads employees to speculate and set their own goals. Rizzo et al. (1970) suggested that due to a lack of information on responsibilities or role expectations, individuals would engage in trial and error approaches to meet the expectations of their supervisors. Tubre and Collins (2000) established a negative relationship between role ambiguity and performance among individuals whose roles were characterised by a high level of task interdependence compared to individuals whose work was performed independently. When role ambiguity is high, there is sufficient room to interpret the job requirements, leading to varying standards of performance among similar group of individuals and, in turn, reduced performance (Sluss et al., 2011; Yun, Takeuchi and Liu, 2007; Burney and Widener, 2007; Marginson, 2006). Therefore, it can be hypothesised.



	H1:
	 
	Role ambiguity will be negatively related to role performance effectiveness




Feedback Seeking Behaviour (FSB)

Based on the strong foundation that feedback has a positive impact on individual and organisational performance (Ilgen, Fisher, & Taylor, 1979), Ashford and Cummings (1983) defined feedback seeking as a conscious, dedicated effort towards ascertaining the appropriateness and adequacy of the behaviours required for attaining specified end goals These authors argued that individuals use two distinct forms of feedback to seek information about the environment: monitoring and inquiry. First, individuals using the covert technique monitor the environment by looking for specific situational cues, observing others and examining how others are responding in order to infer (in a relative sense) how well they themselves are doing. Borrowing from social learning theory (Bandura, 1977), monitoring involves seeking feedback by observing how others have responded to situations. Inquiry, however, involves directly asking others about how they perceive and evaluate behaviour. For example, employees may choose to ask a number of sources for feedback as this approach will help to obtain different perspectives on their work. Schematic representation of the hypothesised model is presented in Figure 1.

Feedback Seeking As A Moderator

Feedback is most useful when it provides insights that help to enhance performance (Ashford & Cummings, 1983). Feedback provides information that can potentially help improve performance by specifying behaviours that are favourable and those that may not be seen as favourable for goal attainment. Feedback performs primarily two functions: behaviour reinforcement and behaviour regulation (Ashford, 1986). Feedback associated with favourable or expected work outcomes results in reinforcing behaviours, whereas feedback associated with unfavourable outcomes (e.g., poor performance) at work results in behaviour modification. By obtaining feedback, individuals can obtain an evaluation of their performance while confronting contingencies in the work environment. Rizzo et al. (1970) argued that as there is a lack of clarity of outcomes associated with one’s behaviour when an individual faces role ambiguity, it is likely that the individual would rely on a trial and error method to match the expectations of his or her superiors.

Understanding the influence of context on feedback-seeking behaviour is crucial as contextual factors are more acquiescent to change compared to individual factors. The view that employees should manage their own performance is consistent with self-regulation theory, which emphasises an individual’s ability to direct goal related activities and performance by setting his or her own standards and monitoring progress towards these standards (Vohs & Baumeister, 2004). Self-regulation theory has been applied in various work contexts, such as performance (Porath & Bateman, 2006), and in understanding the nature of managerial work (Ashford & Tsui, 1991; Tsui & Ashford, 1994). One of the key elements of self-regulation theory is feedback-seeking behaviour: individuals’ proactive search for information regarding their own performance (Ashford & Tsui, 1991; Porath & Bateman, 2006). For instance, personality traits such as self-esteem and extraversion have been already shown to influence feedback-seeking behaviour (Krasman, 2010; Miller & Karakowsky, 2005; Roberson, Deitch, Brief, & Block, 2003). Therefore, to understand feedback-seeking behaviour, it is important to understand how work context (role ambiguity) plays a contributing role.


To cope with the anxiety associated with role ambiguity due to a lack of information on decision making authority (Rizzo et al., 1970) or due to job demands exceeding individual capabilities (Kahn et al., 1964), FSB could have the potential to reduce the likelihood of diverting cognitive resources away from task and instead focus on role performance. FSB helps individuals to remain focused on goals by seeking the appropriateness of actions taken (Ashford & Cummings, 1983). Feedback seeking may seem to be a more reactive approach that is dependent on others and arising out of evaluation apprehension and an inability to think for oneself. Ashford and colleagues (Grant & Ashford, 2008; Ashford & Cummings, 1983) and Parker and Collins (2010) have considered feedback seeking as a proactive strategy. They posit that individuals who are keen to take control of their destiny in the organisation use feedback-seeking as a strategy to respond to job demands (DeStrobbler et al., 2011). Ashford and Tsui (1991) argued for the importance of the role of active feedback seeking on managerial effectiveness. Indeed, feedback seeking from supervisors and coworkers is important, as distant or external sources might not be aware of the employee’s desire for advice and guidance (Higgins & Kram, 2001) or supervisors may be apprehensive about their formal authority to provide feedback and consequently shirk from giving it (DeStrobbeler, Ashford, & Dirk, 2011). While managers could use feedback to encourage creative performance (Zhou, 2008), the above findings suggest that feedback seeking could be a valuable resource for employees to manage role ambiguity. Research shows that feedback seeking allows individuals to adapt and respond to changing work environments, varying goals, and role expectations (Tsui & Ashford, 1991; DeStrobbeler et al., 2011); to obtain accurate self-appraisal (Ashford & Tsui, 1991); and to improve task performance (Chen, Lam, & Zhong, 2007). When faced with role ambiguity, individuals could increase their direct feedback by monitoring their environment through indirect cues (Ashford & Tsui, 1991). Ashford and Cummings (1983) have suggested that individuals are active seekers of feedback. People who seek feedback are viewed positively by others (Ashford & Northcraft, 1992) especially when it comes to seeking feedback about negative events (Ashford & Tsui, 1991). The importance of seeking feedback proactively has been well demonstrated in research (Ashford & Cummings, 1983). Feedback, in this view, is seen as a strategy to achieve better person – environment fit. Ashford and Cummings (1983) described feedback seekers as being proactive individuals (e.g., Ilgen et al., 1979) who set their own standards and seek feedback to achieve personal goals and also to sustain relationships and to meet others’ expectations. Individuals experiencing greater ambiguity in their job role are more likely to use FSB (Ashford & Cummings, 1985). For example, individuals could actively seek feedback to gain better control over the outcomes associated with their behaviour. Fried et al. (1998) found that role ambiguity characterised by a lack of information on how to prioritise and manage conflicting demands influenced performance adversely. In such situations, FSB could be helpful in clarifying responsibilities and expected performance standards. Taylor, Fisher, and Ilgen (1984) stated that FSB brings clarity to the set of responsibilities, duties, and performance standards established by the organisation, thus leading to higher levels of job performance by reducing uncertainty about what feedback information is truly relevant to performance. In the context of person – environment fit, feedback seeking serves as an effective mechanism that facilitates performance effectiveness. An individual’s attempt to enhance his or her performance through feedback focuses on the individual’s ability to adapt to the varying organisational demands (Parker and Collins, 2010; Ashford and Black, 1996). Research shows that feedback seeking enables individuals to adapt themselves to changing goals and expectations (Tsui & Ashford, 1994) and to ‘learn the ropes’ of a new job (Ashford & Black, 1996). Morrison’s (2002) model of employee information seeking suggests that feedback seeking reduces uncertainty within the job and, correspondingly, increases job knowledge, thereby developing positive work attitudes and performance. Taylor et al. (1984) stated that clear established standards were an important mitigating factor between feedback seeking and performance changes. In other words, due to a lack of information on their responsibilities or having no knowledge of how their performance will be evaluated, individuals would actively seek feedback to gain clarity on their role. Although research on feedback effectiveness is coloured with mixed results, positive results have nonetheless been associated with feedback on performance (Kluger & DeNisi, 1996).

Moreover, previous studies examining the feedback seeking and task performance relationship have failed to consider variations in performance due to different feedback sources (Whitaker, Dahling, & Levy, 2007). Failing to distinguish between the sources of feedback seeking (Morrison & Vancouver, 2000) may lead to a lack of attribution between FSB and performance. For example, an individual might find it uncomfortable to seek feedback from peers yet might seek sufficient feedback from a supervisor to gain knowledge about performance deliverables, evaluation criteria and authority for decision making in order to perform the role effectively. Accordingly, the present study proposes that the uncertainty effects of role ambiguity would be reduced through FSB. In work settings, FSB provides information regarding work performance and process. Williamson and Johnson (2000) found that feedback monitoring influenced increased agreement between self-rating and supervisor rating of performance. Thus, FSB helps gain a better understanding of performance expectations and actual performance. To this end, it is hypothesised:



	H2a:
	 
	Feedback seeking behaviour using both inquiry and monitoring from supervisors will moderate the relationship between role ambiguity and role performance effectiveness



	H2b:

	 
	Feedback seeking behaviour using both inquiry and monitoring from co-workers will moderate the relationship between role ambiguity and role performance effectiveness






[image: art]

Figure 1. Schematic representation of the hypothesised model



METHODOLOGY

Research setting and procedure

The study was conducted in an Indian IT organisation with employees who worked on 38 software development project teams. The purpose of the study was explained to the Human Resources (HR) department of the company who later helped coordinate with the software development professionals for the data collection process. Survey method was used for data collection, and in most cases the questionnaire was administered to the participants face-to-face. Participation in the study was voluntary in nature. Team size ranged from five to fourteen members. As most of the software development teams were working on outsourced projects for clients located in different parts of the world, typically the majority of the team members were located in the same work location called the off-site location. Similarly, most of the teams had at least one member based at the client location to resolve customer queries, manage escalations and for coordination. These individuals are called on-site members. For on-site members (located in the client location), the questionnaire was sent by e-mail (obtained from the HR department) in Microsoft Word format. On completion, these on-site members returned the questionnaires back to the researchers directly as an email attachment. While administering the questionnaire, the purpose of the study was explained to the respondents (for off-site and on-site members), and they were assured complete confidentiality of their responses. Each questionnaire carried a serial number for identifying the respondents, and this number was known only to the respondents and the researcher.

Data collection was performed in two phases. During the first phase, demographic data, such as age, gender, and organisation tenure, and information on role ambiguity, were collected from the respondents directly. FSB from peers was collected from the co-workers during the first phase. At the end of the first phase, 208 usable questionnaires were obtained by the researchers of the 228 that were originally distributed (91% response rate). During the second phase, data on FSB from supervisors, job involvement and role performance were collected from the respondents’ reporting managers. The final set consisted of 176 completed questionnaires obtained from the employees’ supervisors (77% response rate), which included 22 on-site members who sent completed questionnaires. The mean age of the sample was 32.39 years (SD = 5.56), and the mean organisation tenure was 5.51 years (SD = 2.88). Women represented 43% of the population, with an average age lower than that of their male counterparts.

Control Variables

Job involvement has been shown to impact job attitudes and behaviours (Saleh and Hosek, 1976; Ashford and Cummings, 1985). Kahn et al. (1964) found that increased levels of role ambiguity and role conflict were related to lower levels of job satisfaction and job participation. Ashford and Cummings (1985) found that FSB was associated with job involvement and, consequently, the present study controls for the same factors.

Organisation tenure influences FSB, as increasing tenure is associated with a decreased need to seek feedback from others (Ashford & Cummings, 1985). Consequently, the present study controls for organisation tenure.


Measures


Table 1

Details of measures used for the variables in the study



	Variable Name
	Variable Type
	Source of Scale
	No. of items

	Response Type
	Cronbach α




	Role ambiguity
	Independent Variable (IV)
	Rizzo, House, & Lirtzman (1970)
	6

	Five point raging from “strongly disagree” to “strongly agree”
	0.74




	Role performance effectiveness
	Dependent Variable (DV)
	William & Anderson (1991)
	7

	Five point raging from “never” to “very frequently”
	0.78




	Feedback seeking behavior from supervisor
	Moderator 1
	Callister, Kramer, & Turban (1999)
	3

	Five point raging from “never” to “very frequently”
	0.84




	Feedback seeking behavior from peers
	Moderator 2
	Callister, Kramer, & Turban (1999)
	4

	Five point raging from “never” to “very frequently”
	0.87




	Job involvement
	Control variable
	Lodhal & Kejner (1965)
	6

	Five point raging from “strongly disagree” to “strongly agree”
	0.84




	Organization tenure
	Control variable
	Ashford & Cummings (1985)
	1

	Tenure (in months)
	Not applicable





RESULTS

The study used hierarchical multiple regression to test the hypotheses by entering the control variables first, the main effect variables second, and the interaction term last. The interaction term was formed by transforming the raw scores of the causal and moderator variables into deviation scores with the means equal to zero. Such transformation eliminates problems of multicollinearity with the interaction term due to scaling (Aiken & West, 1991).

To examine the internal structure and convergence validity of role ambiguity, feedback seeking from supervisors, feedback seeking from co-workers and role performance were subjected to an exploratory factor analysis using Kaiser-Meyer-Olkin (KMO) criterion with Barlett’s Test of Sphericity and a “varimax” rotation using principal components. Four factors emerged with an adjusted goodness-of-fit index (GFI) of 0.92 and a root-mean-square residual (RMSR) of 0.04 and with loadings ranging from 0.45 to 0.75.


Table 2

Descriptive statistics: means, standard deviations, and correlations
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Notes: a code 0 = female, 1 = male; b natural logarithm; FSB = Feedback seeking behavior

*p < 0.05, **p < 0.01, n = 176

Table 2 presents the means, standard deviations, and inter correlations of the variables. On average, respondents reported experiencing a level of role ambiguity of 3.34, FSB from supervisor of 4.33, FSB from co-workers of 2.93 and role performance of 3.81 (measured on a five-point scale). Organisation tenure was positively related to role ambiguity (r = -0.15, p < 0.05), directly related to role performance (r = 0.17, p < 0.05) and related to FSB from coworkers (r = 0.23, p < 0.01). Job involvement was positively related to FSB from supervisors (r = 0.37, p < 0.01) and FSB from co-workers (r = 0.32, p < 0.01); both results are consistent with earlier research performed by Ashford and Cummings (1985). Role ambiguity was negatively and significantly related to role performance (r = - 0.54, p < 0.01), negatively and significantly related to FSB from co-workers (r = - 0.62, p < 0.01) and also negatively and significantly related to FSB from supervisors (r = - 0.27, p < 0.01). FSB from co-workers was positively and significantly related to FSB from supervisors (r = 0.43, p < 0.01), which is consistent with the findings of Whitaker et al. (2007). FSB from supervisors was positively and significantly related to role performance (r = 0.63, p < 0.01), and FSB from co-workers was also positively and significantly related to role performance (r = 0.75, p < 0.01). These findings are consistent with the results reported by Whitaker et al. (2007).


The effects of role ambiguity and feedback seeking behaviour from supervisors and co-workers on role performance variables are represented in Table 3 and Table 4.


Table 3

Hierarchical regression results for the effects of role ambiguity and feedback seeking behaviour from supervisors on role performance
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Notes: a code 0 = female, 1 = male; b natural logarithm; FSB = feedback seeking behavior

*p < 0.05, **p< 0.01, ***p < 0.001, n = 176

H1 predicted that role ambiguity would negatively influence role performance. Multiple regression analysis testing a main effects model yielded a significant and negative regression of role ambiguity and role performance (β = -0.35, p < 0.001) in the case of FSB from supervisors and (β = -0.11, p < 0.05) in the case of FSB from co-workers, suggesting support for the hypothesis under both moderating conditions.

H2a predicted that FSB from supervisors (through inquiry and monitoring) would moderate the relationship between role ambiguity and role performance, and H2b stated that FSB from co-workers (through inquiry and monitoring) would moderate the relationship between role ambiguity and role performance. As shown in model 3 (Table 3), a significant interaction exists between FSB from supervisors and role ambiguity (β = -0.19, p < 0.001), and the explained variance in the model is due to main effects (∆R2 = 0.04, p < 0.001). Similarly, the interaction term between FSB from co-workers and role ambiguity shown in model 3 (Table 4) is significant and positive (β = -0.15, p < 0.01), and the explained variance in the model is due to effects beyond those due to main effects (∆R2 = 0.02, p < 0.01). Thus, H2a and H2b are supported. Simple slope analysis was performed (Aiken and West, 1991) taking into consideration high (one standard deviation above the mean) and low (one standard deviation below the mean) levels of the moderator.


Table 4

Hierarchical regression results for the effects of role ambiguity and feedback seeking behaviour from co-workers on role performance
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Notes: a code 0 = female, 1 = male; b natural logarithm; FSB = feedback seeking behaviour

*p < 0.05, **p< 0.01, ***p < 0.001, n = 176
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Figure 2. Relationship between role ambiguity and role performance at high and low levels of feedback seeking behaviour from supervisors
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Figure 3. Relationship between role ambiguity and role performance at high and low levels of feedback seeking behaviour from co-workers



Post hoc analysis showed that for those employees with high feedback seeking behaviour from supervisors, role ambiguity was negatively related to role performance (β = - 0.72, t = -8.99, p < 0.001), whereas for those with low feedback seeking behaviour from supervisors, role ambiguity was not related to role performance (β = -0.13, t = -0.82, p > 0.05). For those employees with high feedback seeking behaviour from co-workers, role ambiguity was negatively related to role performance (β = - 0.45, t = -2.51, p < 0.05), whereas for those employees with low feedback seeking behaviour from co-workers, role ambiguity was not related to role performance (β = -0.18, t = -0.97, p > 0.05). These results provided support for both H2a and H2b. The differences in the slopes obtained in both cases also indicate that feedback seeking from supervisors is found to reduce role ambiguity and enhance role performance more compared to feedback seeking from co-workers.

DISCUSSION

Understanding the factors that affect role performance is important for organisations seeking to develop a competent workforce. Though FSB has been studied in relation to role ambiguity (Ashford & Cummings, 1985) and in relation to performance (Taylor et al., 1984), none of the studies have examined their inter-relationship. Specifically, the present study focused on the effects of FSB and role ambiguity on role performance. Role ambiguity was found to negatively influence role performance. Organisation tenure was positively related to role performance, indicating that with increasing tenure, role ambiguity decreases. Similarly, organisation tenure was negatively related to role ambiguity, indicating that with increasing tenure, role ambiguity decreased. Individuals who were more involved with their jobs and who felt a sense of personal identity and competence also engaged in FSB more often. Such individuals used FSB to master the tasks defined in their scope of responsibilities to achieve their desired role performance. The study also empirically examined the moderating role that FSB played in ameliorating the effects of role ambiguity. The findings indicated that FSB moderated the negative effects of role ambiguity on role performance. FSB from supervisors and co-workers was negatively related to role ambiguity and positively related to role performance. Perceptions of ambiguity in a given role were related to seeking feedback from supervisors and co-workers to obtain a better understanding of performance evaluation or advancement criteria. This sentence suggests that in an organisation where individual roles are ambiguously defined, strong FSB from supervisors and co-workers would improve role performance. It is quite understandable that in any organisation, defining individual deliverables to the minutest detail might be impractical; however, FSB from supervisors and co-workers could legitimise behaviours that would be more acceptable for desirable role performance. Though a significant correlation exists between FSB from supervisors and co-workers, FSB from supervisors was seen to impact role performance to a greater extent compared to FSB from co-workers. This difference could be attributed to role performance being evaluated by the supervisors themselves.


LIMITATION AND DIRECTIONS FOR FUTURE RESEARCH

The present study has certain strengths. To avoid common method variance, the present study collected data from three different sources, viz. the employee, peers and the supervisor. It is quite plausible that individuals might attribute their poor role performance to role ambiguity; therefore, data on job involvement and role performance were collected from the respondents’ supervisors. Similarly, their FSB from co-workers was directly collected from their colleagues who were part of the same project team as the respondent. Though the moderating role of FSB in reducing effects of role ambiguity on role performance was established, results should be viewed in light of certain limitations. First, the cross-sectional nature of the study limits the ability to draw any causal relationships concerning various hypothesised relations. Future research could incorporate longitudinal design to capture how FSB varies across a period of time, e.g., FSB may be more important (value of feedback) to individuals during their early stages of organisation entry compared to tenured individuals, as feedback as a valuable resource depends on its utility value (Ashford, 1986). Whether or not individuals opt for FSB to reduce the uncertainty that stems from a lack of information on performance evaluation or performance goals could also depend on tolerance to ambiguity (Ashford & Cummings, 1985). Therefore, future studies can study the impact of tolerance on ambiguity and FSB on role performance.

Second, data for the present study were collected from a single organisation; hence, the results cannot be generalised. Though the present data suggest that FSB moderates the relationship between role ambiguity and role performance, future research could consider other variables such as value of feedback, effort in feedback seeking, perceived competence and frequency of feedback though monitoring and inquiry. For example, individuals with high perceived competence are less likely to seek feedback even when their roles are ambiguously defined. This would in turn influence the effort in seeking feedback. Similarly, the value of feedback would influence effort in seeking feedback. It is also expected that individuals with high perceived competence would be more tolerant to role ambiguity.

Third, role performance could itself influence FSB by increasing perceived competence. Therefore, as an extension of this paper, a study involving how the indicators of FSB influence role ambiguity within multiple organisational contexts should be reviewed to better understand how role ambiguity can impact role performance.


THEORETICAL IMPLICATIONS

Though previous studies on FSB have studied this phenomenon in relation to role ambiguity (Ashford & Cummings, 1985) and in relation to performance (Taylor et al., 1984), none of these studies have examined their inter-relationship. Therefore, the present study adds to the existing body of knowledge by examining the moderating role of FSB in the relationship between role ambiguity and role performance. For instance, a high level of role ambiguity related to low performance indicates that the subject lacks relevant job knowledge and skills, knowledge of job associated goals, and knowledge of the functional behaviours required to accomplish these goals (e.g., Tubre & Collins, 2000). The reason for this outcome, according to social cognitive theory, is that perceived mastery influences individual beliefs about their own efforts in producing favourable outcomes (Bandura, 2001), such as supervisory rated performance. In other words, individuals would avoid engaging in activities in which they lack the knowledge and skills or where they expect unfavourable outcomes. Similarly, borrowing from self-regulation theory (Carver & Scheier, 1982, 1998), the present study provides insights into the process by which feedback-seeking behaviour is manifested in ambiguous role contexts. Accordingly, the present study combines both social cognitive theory (Bandura, 2001) and self-regulation theory (Carver & Scheier, 1982, 1998).

IMPLICATIONS FOR PRACTITIONERS

One managerial implication of the findings of this study is related to the factors that influence role performance. Organisations that want their employees to achieve better role performance must define the role clearly and provide the appropriate environment for employees to seek feedback. Seeking feedback becomes crucial provided that it helps individuals meet their expected objectives. Individuals could seek feedback in order to master tasks to be performed regardless of whether those jobs are an initial or later part of their organisation tenure (Ashford, 1986). As situations become more predictable and ambiguity in the role diminishes, the need for soliciting feedback lessens. FSB from a supervisor is important in order to gain clarity on responsibilities as a part of the role and is seen as positively influencing role performance. Supervisors can establish better team work by checking periodically whether the subordinates are clear about the individual and/or collective objectives and goals and by gaging the level of understanding of those goals (Ganesh & Gupta, 2010). Managers can keep an open feedback process to reduce the risks associated with the evaluation apprehension of their subordinates. In such situations, subordinates would use FSB from supervisors to understand their own strengths and weaknesses. Open feedback forums will allow subordinates to obtain accurate and objective appraisals of their performance. Selecting the right individuals is crucial for ensuring team success. One way to ensure this success could be to select individuals who either have prior exposure in working with cross functional teams or who have already worked together. Supervisors need to ensure that team members are clear about their goals, roles and responsibilities by providing detailed and prompt feedback within the team (Piccoli, Powell, & Ives, 2004). As discussed earlier, working in an interdependent and uncertain work environment is characteristic of modern day IT organisations, and role ambiguity seems unavoidable. However, through effective feedback-seeking strategies from coworkers and supervisors, the negative effects of role ambiguity on role performance can definitely be minimised, if not eliminated. Nevertheless, managers also need to be more cautious of their own actions as employees could use it for feedback interpretation. For example, employees could either use inquiry or monitoring to infer their performance. Managers need to be aware that their behaviours also signal to employees to interpret acceptable and unacceptable performance. A greater level of awareness will allow managers to provide feedback that is consistent with employees’ expected role behaviours.
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ABSTRACT

This paper aims to advance the understanding and practice of knowledge-based management in Vietnam by studying two Vietnamese agricultural companies. It provides illustrative examples of how knowledge-based management, pursuing a vision that fosters creativity and innovation by employees, could ultimately fulfil the profitability objective of the business and at the same time add value to the community’s quality of life. Using the SECI model as the parameter for analysis, we found that knowledge creation processes were affected by a combination of leadership, teamwork and Ba, corporate culture, and human resource management. Our conclusion emphasises the need for future research to further examine the practice of knowledge-based management in cross-industry segments in Vietnam and in other countries with similar conditions.
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INTRODUCTION

The success of a company in the 21st century will be determined by the extent to which it creates and utilises knowledge, which is considered to be the most important source of a firm’s sustainable competitive advantage (Drucker, 1993; Barney, 1991; Nonaka & Takeuchi, 1995; Grant, 1996; Sveiby, 1997). However, this view still seems far from fully comprehending the process of knowledge creation and knowledge utilisation in organisations. According to Nonaka and Toyama (2002), knowledge creation occurs physically, mentally and/or virtually in interaction and/or in place, which is Ba in the Japanese meaning. Hence, an organisational context that favours knowledge creation and subsequent innovation encourages the interpersonal exchange of ideas and experiences and the questioning of established patterns.


However, the work of Nonaka and Toyama (2002) and Nonaka and Takeuchi (1995) is based on the Japanese context, mainly the Japanese technology industry, with a growing emphasis on knowledge creation and transfer in key case companies such as Toyota (Ichijo & Kohlbacher, 2008). Wiig (2004) and McKenzie (2003) have adopted Nonaka and Takeuchi’s approaches for application in western contexts. Meanwhile, an increasing number of firms are pursuing knowledge management strategies in emerging countries. Szulanski (2000) suggests that employees, managers and organisations exist within a societal context that is influenced by the underlying society’s values regarding knowledge creation and sharing. Thus, many obstacles exist regarding research knowledge management in these countries, which challenges researchers to adapt western and Japanese methods to distinctive or non-western contexts.

According to Hofstede (1980), all countries have something called “management,” but its meaning differs from one country to another depending on cultural characteristics. The question is whether researchers, particularly from the West, are able to understand what happens in emerging countries given cultural, historical and economic differences. Management tools applied in developed country contexts to study knowledge sharing may not be applicable or viable when studying knowledge sharing in emerging country contexts. This issue has been partially addressed by the works of Sáenz, Aramburu and Blanco (2012), Suppiah and Sandhu (2011), Chawla and Joshi (2010), Buckley, Clegg and Tan (2006), and Michailova and Husted (2003). These studies explore the influence of the various organisational culture types on knowledge sharing behaviour in organisations in Colombia, Malaysia, India, China and Russia, respectively. Nevertheless, these efforts are still insufficient to describe the situation of emerging economies such as Vietnam, a new business entity in Asia.

The present research is part of an attempt to examine the dynamic process of knowledge creation, its utilisation, and its relation to green entrepreneurship in the Vietnamese context. Accordingly, the theory of knowledge creation through the SECI (Socialisation, Externalisation, Combination and Internalisation) process (Nonaka, 1991; Nonaka & Takeuchi, 1995) and Ba (Nonaka, Toyama, & Konno, 2000) was used.

For this research, the case study method is a suitable research strategy to empirically examine the phenomenon in context. The advantage of the case study method increases when the theoretical refinement of a concept, such as knowledge creation, is still in process (Yin, 1994), and it has potential to accurately control for all other factors that may influence knowledge creation and lack of data. The empirical evidence was collected by personal observation through on-site visits and interviews with executives, functional managers, engineers, and workers in both the headquarters and manufacturing plants of Sannam Food Company (Sannamfood) and Trung Nguyen Coffee Company (Trung Nguyen).

LITERATURE REVIEW

The resource-based view defines a firm as a collection of resources, and it asserts that firms with superior resources will create competitive advantages (Barney, 1992). However, this view fails to explain the dynamism by which a firm continuously builds such resources through interactions with the environment. To achieve competitive sustainability, many companies are launching extensive knowledge management efforts (Gold, Malhotra, & Segars, 2001). However, Wiig (1999) suggests that knowledge management is broad, multi-dimensional and covers most aspects of enterprise activities.

The concept of knowledge is not new and has existed for ages. Various definitions of knowledge exist. According to Dalkir (2007), knowledge management is the deliberate and systematic coordination of an organisation’s people, processes, technology, and organisational structure in order to create more value through innovation. Chong and Choi (2005) suggest eleven key components for successful knowledge management implementation, which consist of training, involvement, teamwork, empowerment, top management leadership and commitment, information systems infrastructure, performance measurement, culture, benchmarking, knowledge structure and elimination of organisational constraints. In conclusion, managing knowledge in organisations requires managing (a) knowledge infrastructure consisting of technology, structure, and culture together with knowledge process architecture of acquisition, conversion, application, and protection (Gold et al., 2001); and (b) several knowledge processes (e.g., socialisation, externalisation, combination, and internalisation) (Nonaka & Takeuchi, 1995).

As described by Nonaka and Takeuchi (1995), knowledge creation starts with “Socialisation,” which is the process of converting new tacit knowledge through shared experiences in day-to-day social interactions (Nonaka, 1991). The tacit knowledge is made explicit so that it can be shared by others in order to become the basis of new knowledge such as concepts, images, and written documents. In the “Externalisation” stage, individuals use their discursive consciousness and try to rationalise and articulate the world that surrounds them. Explicit knowledge is collected from inside or outside the organisation and then combined, edited, or processed to form more complex and systematic explicit knowledge through the “Combination” process. The new explicit knowledge is then disseminated among the members of the organisation and converted into tacit knowledge by individuals through the “Internalisation” process. In this stage, knowledge is applied and used in practical situations and becomes the basis for new routines.

Nonaka and Toyama (2002) state that knowledge is created through the synthesis of the contradictions between an organisation’s internal resources and the environment. Thus, a company can combine its internal resources as well as its adjustments to the environment to create new knowledge. To effectuate this combination, the top management plays a crucial role because leadership influences the organisational ability and approach to confronting knowledge related issues. According to Singh (2008), consulting and delegating leadership styles are positively related with knowledge management, whereas directive and supportive leadership styles are negatively associated with knowledge management practices. These differences indicate that human resource management plays an important role in knowledge creation.

The knowledge creation process requires Ba (Nonaka, 1991). Ba is a continuously created generative mechanism that explains the potentialities and tendencies that either hinder or stimulate knowledge creation activities (Lundvall & Borras, 1999; Nonaka & von Krogh, 2009). In other words, Ba is a phenomenological time and space where knowledge, as ‘a stream of meaning,’ emerges (Bohm, 1996). New knowledge is created out of existing knowledge through the change of meanings and contexts. Ba might be working groups, project teams, informal circles, temporary meetings, virtual spaces such as e-mail groups or front-line contact with the customer (Nonaka & Konno, 1998; Watanuki and Kojima, 2007; Kivijarvi, 2008; Rafaeli, Hayat, & Ariel, 2009; Travaille & Hendriks, 2010). Participants of Ba contribute their own contexts, and through their interactions with others and the environment, the contexts of Ba, the participants, and the environment change (see Figure 2).

While leadership, human resource management and Ba play important roles in knowledge creation, culture is another key component that helps the organisation to share knowledge. Mobley and colleagues (2005) observe that each society is underpinned and defined by a distinctive culture and that culture provides guidance to behaviours of groups and individuals in the society. Hence, culture is embedded very deeply in the people of each nation. At the individual level, people are often reluctant to share knowledge, as it is a source of power and status. Therefore, culture plays a primary role in the likelihood that employees will be willing to work together and share their knowledge (Bollinger and Smith, 2001).



[image: art]

Figure 1. Conceptual representation of Ba



The above literature suggests that several common attributes make a knowledge management initiative a success, including leadership, human resource management, Ba, and culture. These components reflect both knowledge infrastructure and processes. In the present study, these components will be used for studying knowledge management in two Vietnamese companies.

RESEARCH METHODOLOGY

Research design

The study takes a case-based approach, using interviews and examining internal and external documents to codify and access knowledge. As Yin (1984) suggests, this approach is considered to be useful in gaining an in-depth, holistic understanding of the phenomenon studied. The case selection criteria required Vietnamese companies that were more likely to have been in the proactive stage of knowledge management, to have had its knowledge sharing practices available for access, and to have systematically linked knowledge sharing with practices to create competitive advantage, as suggested by Ambos and Schlegelmilch (2009) and Zhang (2008). In addition, case companies founded and owned by Vietnamese people were selected to minimise the influence of outside culture and to ensure that the cultural influences were of the prevailing Vietnamese culture. Based on the above criteria, Sannamfood Company and Trung Nguyen Coffee Company were chosen for the perceived relevance of the firms to the study objective.


The study began with preliminary onsite observations in January 2012 in order to gain a better understanding of the organisational structure and the culture in which it functions. The observations also provided us with the effect of the physical layout of the offices as a facilitator or Ba of unplanned and planned communication and on the prevailing cultures. At the same time, internal and external documents of these companies were collected to access knowledge management implementation.

Next, on-site interviews were conducted in February 2012 with the owners, CEOs and employees of these companies in order to view the research topic from the perspective of the interviewees and to understand how and why they came to have their particular perspective (King, 2004). An interview guide sheet that grouped topics/key questions was prepared and used as a framework to ensure some standardisation of topics addressed during the interviews (Welman and Kruger, 2001). This qualitative toolkit will help ensure that the topics are expounded upon, that the questions flow naturally, and that the team gains full insight into the knowledge based management model of the selected case companies. All interviews were recorded, and then transcribed and coded. All issues of potential relevance and interest were identified and classified to analyse the knowledge management implementation. A list of the questions in the interview guide sheet is included in Appendix.

Sannamfood Company

The first case company selected for study is Sannamfood, which produces apricot liquor and cultivates fresh forest vegetables. Sannamfood was founded in 1994, and its core products are foods and beverages. The company has grown through active research and development (R&D), with unique product lines, good business strategy and a sound technological development process. The company’s strategy is built around a number of core elements: knowledge capital development, R&D, innovation, partnerships with suppliers, direct sales to key customers and pioneering the use of the Internet and e-commerce. Accordingly, Sannamfood has been investing to increase the quantity and quality of its main resources in an effort to build competitiveness in the organic foods and drinks sector. The focus of the company’s business has been substantially influenced by the company owner’s childhood in a rural area of Vietnam and his love of agricultural products, which many ordinary farmers did not know how to process or maintain post-harvest. His innovative approach also pays off handsomely by creating new equipment to process agricultural products and by selling to customers at the best prices possible through e-commerce.

Products and market: Nuitan apricot wine is produced with 100 percent pure fresh apricot, which is fermented and bottled at Nuitan, Ba Vi, Ha Tay Province. The underlying business philosophy of this product originated from its founder’s belief that drinking apricot liquor is not only good for health, but also represents a certain upholding of Vietnamese moral values. Nuitan mountain was where the first Vietnamese dynasty was proclaimed some 4,000 years ago. Thus, this location represents power and it is a holy symbol of the traditional glory of Vietnamese history, appealing to nationalism. Consumers can drink this wine with ice in the summer and with hot water in the winter and can also use it to make cocktails.

Knowledge integration and management: The knowledge creation process of Nuitan Apricot Liquor was divided into four phases of the SECI model as follows:


Table 1

The knowledge creation process of Nuitan Apricot Liquor



	Stage
	



	Socialisation
	Besides being the Chairman of Sannamfood, the owner of this company has been also a guest lecturer at some universities. One of his hobbies is to keep himself continuously updated by reading business books and daily newspapers. By chance, one day he found an interesting article on apricot liquor and was very surprised that the apricot product was expensive and the fruit sourced from Japan.



	Externalisation
	Knowing that apricot is very popular fruit throughout the world, he decided to invest in apricot product research. He formed a development team including himself, the company’s researchers and some technical staff. They found that in the pulp and seeds of apricot, there are many kinds of vitamins, especially Vitamin A, Vitamin C, citric acid and other minerals. These vitamins and acids improve the osmotic balance between cells and blood, stimulate appetite and improve digestion.



	Internalisation
	After having successfully created the apricot liquor, the R&D team collaborated with other departments in Sannamfood to bottle, package and design the product and develop a marketing strategy to sell the apricot liquor locally and internationally. Nuitan apricot wine was first sold in Vietnam in 2009. The marketing department of Sannamfood introduced the product to visitors at the 2009 Vietnam foods and drinks exhibition in Hanoi, whilst also promoting the product in Nuitan restaurants chain.



	Combination
	The research team decided to further implement several experiments on growing, processing and fermenting apricot fruit right on their farm in Ba Vi. They analyzed apricot wines from China, Japan, Australia, the USA and France to determine the ingredients in use and assess different flavors. They even failed many fermented experiments, but after each failure, the lessons were carefully noted down and shared among the research team to improve the next experiment.





Table 2

The knowledge creation of Vegiefor vegetables



	Stage
	



	Socialisation
	People used invite Chairman of Sannamfood to eat local products while he visited some remote areas in Hoa Binh, Lang Son, Phu Tho, Son La, Lao Cai and Tuyen Quang provinces for his business trips in the years 1998 and 2000. He was really interested in the local forest vegetables because it was very delicious with strange tastes. He was suddenly thinking that the vegetables might be sold to customers in the city for several reasons. Firstly, in order to survive and grow he needs to differentiate his products superior to his competitors. This was met with the first Sannam’s philosophical principle - Innovative in Business. Secondly, the nature and clean vegetables are good for customers and society. It fits with the second Sannam’s philosophical principle - Friendly in Life.



	Externalisation
	He took the vegetables to the lab of Sannamfood and analyzed the ingredients in the vegetables. They set up a research team including Chairman of Sannamfood, researchers and technical staff. As a result, they found that the vegetables have high quantities of nutrition compared with the existed vegetables in the supermarkets. In addition, they recognized that the forest vegetables are less affected by insects and diseases. It means that they do not need to spray pesticide when they cultivate and grow the vegetables. As such, Sannamfood will not only save money for growing the vegetables, but also provide natural and clean vegetables for customers and society. This is really a sustainable approach to agriculture production.



	Internalisation
	As a start, Vegiefor was cultivated in 20ha of Sannamfood farm in Ba Vi. However, the demand of Vegiefor was high, so Sannamfood has been cooperated with local famers in cultivation of Vegiefor. More specifically, Sannamfood invested in equipments, technical skills, and Vegiefor varieties to supply to farmers in the network. Vegiefor vegetables are harvesting, packing, and distributing by Sannamfood through Senmart - an online sales system. Famers concentrated only on cultivation of Vegiefor. Sannamfood and famers also signed the contract on profit allocation for this cooperation.



	Combination
	The Chairman of Sannamfood then organized and chaired a meeting, including key managers at Sannamfood, such asResearch manager, Marketing manager, Sales manager, and Nuitan Restaurant manager, to share his new ideas and discuss about the opportunities to grow and sales forest vegetables to the markets. After the meeting, some technical teams were formed in order to find more forest vegetables. They went to many mountains provinces in search for new forest vegetables. When they collected new forest vegetables, they immediately sent it to lab of the company for ingredient analysis. Sannamfood first introduced its green vegetables at the Nuitan Restaurants of Sannamfood in Hanoi and were surprised with the positive feedback of the customers. At the end, they have chosen about 20 different kinds of forest vegetables to add to its product line to be market on the large scales.





The second product of Sannamfood is Vegiefor, which is a brand series of special vegetables such as Vegie Bang, Vegie Sau Sau, Vegie Tiger Tonge and Vegie Elephants Ears. These vegetables are the result of many years of research, testing and analysis of their nutritional composition. The Vegiefor of Sannamfood has been officially certified fresh, safe and nutritious by the relevant authorities. The detailed knowledge creation of Vegiefor is divided into the four phases of the SECI model as follows:

The research results, the name of each vegetable, and the brand name Vegiefor later became the company’s intellectual property. These vegetables are grown and directly packaged at the farm and factory of Sannamfood in Nuitan, Ba Vi District. Approximately 20 tons of Vegiefor are provided to the Nuitan Restaurants of Sannamfood and selected customers per month, and the demand for Vegiefor remains consistently higher than the capacity of the company’s farm. The average price of Vegiefor is three times higher than that of high-grade vegetables on the Vietnamese market. Vegiefor is produced according to the hazard analysis and critical control points system, and it avoids middle agents by being delivered from the farm directly to the customer’s home. Selling directly to customers helps Sannamfood better understand customer preferences and needs.

Trung Nguyen Coffee Company

The second case company studied is Trung Nguyen Caffee Company, which specialises in coffee cultivation and coffee processing. In 1996, the company was founded in Buon Me Thuot with its core products being coffee and instant coffee. Over time, the company has built a network of more than 1000 company-owned or franchised shops in a number of countries. From its beginning, Trung Nguyen has become the dominant producer of branded gourmet coffee in Vietnam because it has chosen the appropriate niche to serve. All beans for Trung Nguyen’s world class production facilities come from contracted growers.

This creative and appropriate strategy has created Trung Nguyen’s position as a dominant domestic producer with global aspirations. Trung Nguyen’s branded coffees are already present in 43 countries, and the company has earned the nickname “the Starbucks of Asia” for its successful establishment of a chain of more than 1000 coffee shops, as well as a network of distributors throughout the world. Trung Nguyen blends its coffees to provide a range of tastes and caffeine levels as part of the Vietnamese coffee culture, which reflects a wide variety of brands and tastes.

Products and market: At the beginning of the 1990s, most Vietnamese coffee was of low quality and was sold at discounted prices overseas. The CEO of Trung Nguyen believed that high-quality Vietnamese gourmet coffees could be produced and sold profitably. Accordingly, in the mid-1990s, he launched Trung Nguyen, a coffee manufacturer and cafe chain. In the home market, one of Trung Nguyen’s best known products is “Creative Coffee”, made from varieties of Arabica and Robusta, as well as Se, Chari, Excelsior and Catimor. Creative Coffee products include 5 different types, ranging from Creative 1 to Creative 5. The different types of Creative Coffee are produced according to the different consumer tastes.

Knowledge integration and management: The knowledge creation process of Creative Coffee was divided into the four phases of the SECI model as follows:


Table 3

The knowledge creation process of Creative Coffee



	Stage
	



	Socialisation
	At the beginning, the CEO of Trung Nguyen and his friends realized that the highland region of Vietnam is one of the world’s best environments for coffee cultivation, combining the right altitudes, soils, natural drying conditions and temperatures. However, Vietnam coffee was of low quality and sold at low price in overseas markets.



	Externalisation
	The CEO of Trung Nguyen and his friends discussed these issues with their few staff. It was agreed that the best way was to learn from practical experience by referring to similar case studies on the Internet from other countries and foreign companies and take notes of new developments from the newspapers.



	Internalisation
	The first Trung Nguyen Coffee Shop was opened in Ho Chi Minh City in 1998. The combination of heritage, national culture and values, and modernity is at the heart of the brand, whether in the packaging or the styling of the coffee shops aiming at theemerging middle class as its customer base. At the same time, it formed a supply chain with farmers/growers to ensure the quantity and quality of coffee.



	Combination
	As the owner of a coffee-processing business, the CEO of Trung Nguyen and his friends could improve the quality of the products, but access to markets remained a key stopper for the company’s growth ambition as it did not own or control efficient distribution network. The answer was to set up a chain of coffee shops, modeled in part on Starbucks that would also sell coffee beans for home consumption with 5 different types of Creative Coffee.




The most specialised product of Trung Nguyen is Weasel Coffee, made from coffee berries that have passed through the digestive tract of a civet cat. Marketing this expensive delicacy, which is harvested only in Southeast Asia, helps identify Trung Nguyen with the Vietnamese coffee culture. Trung Nguyen has also diversified into decaffeinated and instant coffee production with the G7 product.

ANALYSING THE COMPONENTS OF KNOWLEDGE CREATION

The following analysis brings together the various observations from the data collected and frames them in terms of the selected companies’ knowledge infrastructure and processes for managing knowledge. We highlight the strong support of the companies’ leaders in the areas of R&D, teamwork and Ba, organisational culture, and human resource management for knowledge management.

Support of Leaders for Research and Development (R&D)

The R&D principle is based on the belief that the direct experiences of Sannamfood employees provide them with valuable knowledge to innovate and solve problems. Although an R&D project does not pay for itself in the short term, this type of investment has established its competitiveness based on continuous innovation and high performing staff. At Sannamfood, the staff is motivated, innovative and relatively young. All employees are given opportunities to generate new ideas and participate in R&D projects. Sannamfood also recognises the importance of continual improvement. If a project fails, the effort is analysed to identify the reasons for the failure. To be an innovative company, Sannamfood emphasises the need for new ideas and to facilitate them efficiently and effectively.

At Trung Nguyen, the R&D policy encourages creativity. All employees have the right to freedom and creativity in developing products. Therefore, the tacit knowledge and experiences of employees are leveraged to create new coffee formulas and products. The Board of Directors views failed experiments not as failures, but rather as valuable lessons to be learned for future experiments and creativity.

The combination of state-of-the-art technology together with exotic oriental flavours is Trung Nguyen’s secret formula. This secret formula involves the blending of rare medicinal herbals, special sources of energy from gemstones, and other special ingredients. In creating a new coffee concept, Trung Nguyen boasts that it does not regard coffee as a normal drink, but rather as a drink of energy to stimulate brainpower and to be a source of creativity for the drinkers.

Teamwork and Ba

In particular, the CEO of Sannamfood emphasises the importance of teamwork and aims to create a supportive working environment in his company, in which employees learn from one another and work together as a team. In addition, Sannamfood encourages open communication, discussion, feedback, and information sharing at every level of the company. Sannamfood also develops in-house software and information systems to disseminate information via an internal electronic mailing system. The company encourages its staff to send email to one another and to share new ideas and ways to solve problems and reduce costs. To facilitate these goals, the open office landscape and coffee corners bring staff into close contact with one another, developing collegiality and encouraging them to exchange and share information in areas such as food safety and production techniques. This supportive working environment can have great benefits: for example, when the farm manager discovered a new type of vegetable, he could easily discuss his ideas with everyone, even into the evening while they watched television together in the common room.

To promote its image worldwide, Trung Nguyen creates a Coffee Mecca for coffee lovers of the world to converge and immerse themselves in a unique coffee culture. Located in Buon Ma Thuot Province in Vietnam, the Coffee Mecca is an integrated complex of 20,000 square meters consisting of plantations, an R&D centre, a factory, a resort, a spa and a coffee museum. The complex is designed to have the appearance of highland villages of ethnic minority groups in the Central Highlands. Ideally, the complex will serve as the platform for Trung Nguyen’s Coffee Philosophy, embodying its ideals, beliefs and ideologies. The museum displays more than 2,000 exhibits of tools used for farming and in the everyday lives of the Central Highlands people in the past. By creating this Coffee Mecca, Trung Nguyen has been creating new businesses through a shared culture context or Ba in the firm’s relationships with customers that enable continuous creation of knowledge throughout the interaction between the organisation and the community in which it conducts business.

Corporate Culture

The founder of the company, Trung Nguyen understands that successful innovation requires a strong organisational culture and attempts to create a culture of innovation, risk taking, openness and friendliness. He intentionally organised a structure consisting of many small teams because he observed that team members were continually meeting face-to-face to coordinate their activities and to learn from one another, which encouraged them to experiment and to find new ways of solving problems. At Sannamfood, corporate culture is shaped and developed by the interaction of four factors: (1) the characteristics of people inside the company, (2) staff empowerment and autonomy, (3) company ethics, and (4) company structure.


Characteristics of people: At the company’s inception, lacking space and seeking to keep operational costs down, all the staff were working in one small room. They shared desks, chairs, and computers and worked together to improve the company’s performance. Even when Sannamfood moved into a large building, it designed its building so that staff are constantly meeting one another in the lobby, in the coffee corner and in the company canteen where everyone drinks and eats together. At the company’s farm, the company’s chairman, managers and almost all employees stay and work together. The freedom that the company allows for staff to pursue new ideas is a clear signal of the founders’ desire to empower the staff to be innovative and creative in their search for new ideas. The company has also holds many social gatherings for employees such as open days and sight-seeing trips where staff are encouraged to share their ideas and experiences with one another.

Staff empowerment and autonomy: The core competences of the company depend on the skills and capabilities of its employees. To gain employee commitment, Sannamfood rewarded the manager of Sannamfood in Ba Vi with a house, created a job for another member of his family, and gave him increased autonomy to find and grow new types of vegetables. In addition, the company arranges accommodations for many employees who do not reside in the region, but who commute to work at BaVi Farm. While visiting the farm, we found that a large number of workers were attracted to work for Sannamfood because of its unique working environment.

Organisational ethics: The Company’s cultural values derive from the personality and beliefs of the founders and top-management team (Boddy et al., 2010). The company’s founder is a hard-working and creative person. His key values for Sannamfood are excellence, innovation, high quality, and high standards. He expects all employees to do everything they can to promote innovation and quality. Recognising that employees who innovate new R&D applications and products should be rewarded for their achievements, the company’s founder gave them stock in the company, which effectively makes the company’s employees its owners as well. Over time, Sannamfood has gained practical experience in building and maintaining a culture of innovation for producing and supplying fresh vegetables that are safe, healthy, and have high nutritional value.

Organisational structure: At Sannamfood, the company’s structure promotes cultural values that foster integration and coordination. Several reasons why product development time can be kept short include the face-to-face contact between functional specialists and the company’s flexibility that allows teams to be formed quickly to develop shared values and a common response to problems. To support this close interaction, almost all of Sannamfood’s vegetables are planted on the hills, harvested, packaged directly at the farm and delivered directly to the customer’s home.

Trung Nguyen understands and honours five core values: brand desire, inspired creativity, national spirit, practicality, and sustainable development strategy. The company also pays due respect to its customers, society, and the environment. As the head of a leading coffee firm, the CEO of Trung Nguyen always makes it his responsibility to develop and disseminate the image of Vietnamese coffee, as well as the cultural and spiritual values of Vietnam. Over time, Trung Nguyen products have become more familiar and have gained recognition for their uniqueness from consumers all around the world.

The organisational structure of Trung Nguyen is simple, with few levels and very strong functional links that facilitate communication, quick action, and innovation. According to the Trung Nguyen CEO, if employees are given the opportunity to share ideas in the work process, to take initiative in their work and to create freely, they will enjoy their work and better perform their tasks. Therefore, the CEO has tried to build a friendly and open environment so that all employees will have a chance to contribute to the organisation’s collective development.

Accordingly, Trung Nguyen regularly organises company dinners and holidays together to enhance the relationship between managers, staff, and workers. The company also holds many cultural activities for all its employees to foster employee commitment, responsibility, and creative competition. In addition, every year, the company organises the family festival, where the world’s top coffee experts, industry leaders and scholars converge in Trung Nguyen’s Coffee Village to hold talks about coffee. Dubbed the “Coffee Spirit”, the event aims to share Trung Nguyen’s vision for developing the global coffee industry, to express its commitment to work with its partners and advisors, and to generate support from the world’s top coffee experts. These cultural activities help Trung Nguyen’s business partners come together so that it is easier for them to learn and share information, knowledge and experiences. Such activities are an easy way to create a favourable “Ba” working environment so that when problems arise, they can be resolved collectively by all members involved.

Human Resource Management (HRM) Practices

Recruitment

Considering human resources as critical capital, Sannamfood recognises recruitment and employee selection as one of its most difficult and important decision areas. To attract and retain a competent and motivated workforce, Sannamfood provides a competitive salary and compensation package to its employees. Accordingly, the company has succeeded in enticing many of the most qualified employees from industrial parks or cities to come work for Sannamfood. If, in the job interview, applicants indicate that they do not enjoy nature, agriculture, and living in the countryside, Sannamfood will not hire them. If, during their later job placement, employees do not fit either the position or the company, they will be free to leave the firm. In addition, the characteristics of the jobs at the farm and factory are very different compared with those in other companies. When employees finish their job at the factory, they may go to work at the farm. To fill gaps, the company must recruit employees with different skills and who are young enough to provide on-farm support when necessary. The company has 200 staff and permanent workers.

At Trung Nguyen, to be able to perform the work well and generate new ideas, employees must first grasp key basic knowledge. All employees are required to have key basic knowledge of their fields. Thus, the company now has a high quality workforce with more than 600 employees and 1000 franchises in 61 cities and provinces in Vietnam and international markets. With the recruitment policy of “respecting talents”, Trung Nguyen was able to attract many top-notch experts and high performing employees in the coffee industry. In 2008, when Vietnam was affected by the world economic crisis, Trung Nguyen’s leadership decided to strengthen their human resources by attracting the best people from other companies. In addition, Trung Nguyen also established one office in Singapore to recruit talent with strong management skills.

Training and career paths for employees

Training and development activities have not only provided employees the knowledge and skills they need for their present jobs, but also have the potential to support employees in moving up in the company. Therefore, Sannamfood considers training as an investment rather than a cost to its budget. To improve the skills and/or knowledge of employees, the company provides external courses in topics including accounting, taxation, and legal framework and quality standards. Sannamfood’s top management believes that the increasingly rapid changes in technology, products, systems, and methods have had a significant impact on job requirements. Thus, employees recognise the need to continually upgrade their skills and to develop a learning attitude that permits them not only to adapt to change but also to perform work at a more complex level. In addition, the company provides internal courses in topics such as introduction, fruit cutting and training on other related techniques.

Considering its employees its most valuable asset, Trung Nguyen assigns employees to appropriate positions and offers them the training and development programs necessary for professional development and optimal working conditions. It develops a training plan for the whole organisation and regularly conducts training courses in various forms for its managers and staff on a permanent basis, especially in-house trainings in selling skills and product knowledge.

Benefits, compensation, and employee relations

Benefits and compensation programs are utilised by top management to influence employee work attitudes and behaviour, which can ultimately lead to improving firm performance at Sannamfood. Sannamfood’s total benefits and compensation package includes direct and indirect financial payments. Direct financial payments include basic and overtime salary increases, bonuses, and stock options, while indirect financial payments include medical and social insurance, housing and accommodations. Sannamfood encourages employees to contribute their new ideas and values to the organisation by rewarding them accordingly. In addition, the company also provides flexible working hours, shift differentials and flexible compensation payments. The top management is aware that modern business managers need to forge cooperative workplace cultures in which employees work together with management to solve problems, increase productivity and improve R&D. Therefore, well conceived and implemented employee relations activities are beneficial to both the company and its employees.

The Trung Nguyen coffee company always seeks ways to motivate employees to be creative because they recognise that human resources are an important factor to help the company create high-quality products through continuous innovation. The company has a policy of awarding teams and individuals who achieve excellent performance and initiatives to improve technology, which help the company to improve productivity and consequently reduce turnover. To promote employee creativity, the award policies of Trung Nguyen give diverse forms of awards both finance and non-finance, e.g., a reward with certificate of merit, which gives recognition to excellent employees on the internal network or in meetings.


Table 4

A comparison of findings of the two companies under study



	

	Sannamfood company

	Trung Nguyen company




	Products and markets
	
	Apricot wine, vegetables

	Direct sale to the customer’s home in Vietnam

	Sales to international markets


	
	Coffee products

	1000 franchises in 61 cities and provinces in Vietnam and international markets





	Leadership
	
	Support for R&D

	Provided opportunities to knowledge sharing

	Recognises the importance of continual improvement


	
	Support for R&D

	Encouraged creativity

	Create the new concept of coffee and the secret formula of products





	Team work and Ba
	
	Emphasizes the importance of teamwork

	Create a supportive working environment with open office landscape, coffee corners, and common room

	Encourages open communication, discussion, feedback, and information sharing

	Develops in-house software and information systems


	
	Create a unique coffee culture

	Building coffee museum with more than 2,000 exhibits used for farming and everyday lives

	Building an integrated complex of 20,000 square meters consisted of plantations, R&D center, factory, resort, spa and coffee museum

	Create a shared culture context and the interaction between Trung Nguyen and customers





	Corporate culture
	
	Corporate culture is shaped by four factors: (1) the characteristics of people, (2) the staff empowerment and autonomy, (3) the ethics of the company, and (4) the structure of the company.

	Create a culture of innovation

	The company’s chairman, managers and almost the employees stay and work together at the farm of the company.


	
	Corporate culture is based on five core values: (1) rand desire, (2) inspired creativity, (3) national spirit, (4) practicality, and (5) sustainable development strategy

	The company structure is simple with few levels and very strong functional links, which facilitate communication, quick action, and innovation.

	Organizes the coffee festival annually and other events.





	Human resource management
	
	200 staffs and permanent workers

	Sannamfood has HRM department

	Company recruit youth candidates who like nature, agriculture, and living in countryside

	Company considers training as an investment rather than a cost

	Concentrate on skills and techniques training

	A competitive salary and compensation package

	Flexible working hours, shift differentials and flexible compensation payments


	
	A high quality workforce with 600 employees

	Trung Nguyen has HRM department

	Attract many top-notch experts and high performing employees

	Concentrate on management and selling skills and product knowledge

	Create development program for employees

	The diverse forms of awarding to employees

	Award for excellent team performance






DISCUSSIONS

This study presents two Vietnamese success-story companies that are driven by their respective philosophies and knowledge-based management. A key factor in their success is their pursuit of meaning and value creation for the customers and society through a vision for green entrepreneurship and a knowledge creation process. Their pursuit involves meeting and providing value to the rapidly changing needs of customers and fulfilling corporate social responsibility. Both companies have chosen the agriculture sector for doing business because they understand that Vietnam is an agricultural country with the world’s best environments for vegetable, apricot fruit, and coffee cultivation. These two companies are pioneers in green production and the green economy, which is still in its infancy in Vietnam.

The analysis of the two cases using the four major components of knowledge management shows that the CEO and senior management of the two Vietnamese case companies had similar views of the role of knowledge sharing in promoting innovation and profitability. They allocated resources, including time, infrastructure and systems, to the group/team level to encourage knowledge sharing. They also encouraged the use of employee feedback. The leaders were also able to understand the difference between tacit and explicit knowledge and recognised the implications of that difference for knowledge sharing, as well as the need to create more Ba within the company as shown by Nonaka and Takeuchi (1995).

In relation to Western organisations, there was a focus on institutional solutions to the problems of knowledge creation and sharing at the beginning (Davenport & Prusak, 1998). However, the two case companies were more focused on knowledge sharing at the group/team level. The top management of these companies believed that the ability to convert tacit knowledge into innovation varied depending on the functions of each group/team. The study also shows that supporting technology was needed to facilitate the knowledge process and people with different backgrounds working together in knowledge-based processes. In fact, the two companies have smartly adapted state-of-the-art technology and scientific achievements from advanced agriculture in combination with local natural ingredients, such as medicinal herbals and a special source of energy from gemstones in the processing process, to make their products unique to markets.

At Sannamfood, corporate culture is identified by the interaction of the characteristics of employees, staff autonomy, company ethics, and company structure, while Trung Nguyen’s culture is based on brand desire, inspired creativity, national spirit, practicality, and sustainable development strategy. Although the top management of the two case companies have different ideas about corporate culture, they agreed that corporate culture plays an important role in knowledge creation and management. For instance, both cases show that company structure and systems have facilitated ongoing knowledge sharing. The findings are consistent with those of Hutchinson and Quintas (2008), who identified the many layers and elements of culture which proved to be useful toward knowledge development and application.

Nonaka and Takeuchi (1995) suggest that producing explicit knowledge from tacit sources involves the use of documents, repositories and processes, which enhance the flow of tacit knowledge through leadership, Ba, and culture, as well as human resource management. This view is supported by the findings from field observations and interview results with the top managers of the two case companies. Regarding human resource management, Sannamfood stated that human resources are the company’s most valuable asset, while Trung Nguyen decided to recruit talent with high technical and management skills from companies in crisis. Trung Nguyen also provided training for their staffs because they believed that continual knowledge development was necessary to compete. In addition, both case companies have policies for awarding good teams and individuals who have contributed to high company performance.


CONCLUSIONS

This paper has examined knowledge-based management at two agricultural companies in Vietnam. These two cases illustrate how knowledge-based management pursues a vision for the future based on ideals that consider the interpersonal relationships of people in society. The study results have practical implications for both management and research. To disseminate the knowledge-based management theory in Vietnam, several goals are suggested for management: (1) to promote knowledge and enhance awareness of the knowledge based management theory in Vietnam via dissemination of the theory and dialogue with policy makers, managers and entrepreneurs, (2) to establish and build capacity for a major group of researchers and lecturers to dedicate themselves to developing a training curriculum on knowledge based management theory in Vietnam, and (3) to establish trial models of the knowledge based management theory in some key private and state enterprises/organisations and to document the lessons learned for policy change implications.

Several questions remain to be explored by future research of knowledge-based management. First, future research should examine knowledge-based management of companies in different industry segments. Second, while we have studied two selected companies in Vietnam, future research should examine companies originating in other countries. Third, we have used a subjective selection of firms for our case studies. Thus, future research should choose a random sample of companies to study. Finally, future research should enhance studies by estimating the impact of knowledge-based management on firm performance using statistical methods.
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APPENDIX

A Qualitative Toolkits

Question 1: How did you start operations of the business? (year, why, initial products, current products)

Question 2: What kind of your establishment?



	[image: art] Manufacturing
	[image: art] Non-Manufacturing



	[image: art] State-owned enterprise
	[image: art] Private enterprise




Question 3: What is the company’s vision? How is the vision developed? How is it change over time?

Question 4: What are the company’s core business and products? How have they been changed overtime?

Question 5: What are the company’s major markets?

Question 6: What are the company’s philosophy, values and culture that drives it operation? How are they transcended to people in and outside the company?

Question 7: What are the company’s management principles? (e.g: how are personnel managed?)

Question 8: How was the management principles formulated and implemented (regarding every aspect of product development, market, technology, human resource development, corporate culture…?)

Question 9: To what extent do these principles contribute/affect the development of the organization? How and why?

Question 10: How is knowledge respected and used in improving the organization?

Question 11: What is the company’s success story? Why?

Question 12: What is the company’s failure story? Why?

Question 13: What are future prospects for your company?

Question 14: What recommendations should be made to promote knowledge based management model in Vietnam?
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ABSTRACT

Trust in inter-organisational relationships is becoming an increasingly important topic in international business studies. Trusting relationships are even more important to small businesses with limited operational resources, which makes partnerships with foreign importers an important strategic consideration. When exporters pursue these endeavours, they are able to leverage partner company competencies. Organisations gain market knowledge and, thereafter, a greater export competitive advantage. This study examines the antecedents of relationships between small and medium export and import enterprises. This study also investigates the effects of Small and Medium Enterprise (SME) relationships on exporters’ competitive advantage. Based on a sample of 228 SMEs, trust positively and significantly affects competitive advantage. In addition, managerial commitment is crucial for SMEs pursuing trusting and beneficial relationships with foreign importers. We conclude this paper with a statement of limitations and recommendations for future research.
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INTRODUCTION

Over the past decade, the international business literature has indicated substantial interest in the study of inter-organisational relationships. Furthermore, the interaction between exporters and importers is also of interest (e.g. Bloemer, Pluymaekers, & Odekerken, 2013; Spyropoulou, Skarmeas, & Katsikeas, 2010; Styles, Patterson, & Ahmed, 2008). From the perspective of Small and Medium Enterprises (SMEs), building relationships with foreign importers is strategically significant in counteracting the challenges of international expansion (Hilmersson & Jansson, 2012). For small businesses operating independently, the lack of resources limits competitiveness and results in a major barrier to internationalisation. A working relationship with foreign importers helps SMEs overcome these barriers by allowing resource transfers. For example, firms gain and develop resources such as information and knowledge that is then channelled via the relationship (Ambler & Styles, 2000). In addition, relationships with foreign firms assist in opportunity recognition (Ellis, 2011) which, in turn, enhances an exporter’s ability to compete successfully in the marketplace (Skarmeas, Katsikeas, Spyropouiou, & Salehi-Sangari, 2008). By contrast, many firms rely on partnerships to penetrate overseas markets because of the belief that it is an easier (Skarmeas, et al., 2008) and lower cost method (Lages, Silva, & Styles, 2009). Nevertheless, international relationships are complex and risky, which means that building and managing strong inter-firm relationships is of utmost importance for exporters. This paper examines a relationship that is developed and based on trust.

Trust has been widely accepted in the literature as the foundation of business relationships (e.g. see Bachmann & Inkpen, 2011; Jiang, Henneberg, & Naude, 2011; Liu, 2012; Nes, Solberg, & Silkoset, 2007). In the present study, we discuss trust in inter-organisational relationships with the belief that partner behaviour is honest, sincere, and fair (Leonidou, Katsikeas, & Hadjimarcou, 2002). Dwyer, Schurr, and Oh (1987) believe that understanding buyer and seller relationships in terms of cooperation and planning is closely linked to the concept of trust. Such a concept attests to the influence of trust on consumer attitudes and behaviours toward suppliers. Despite the fact that trust is central to inter-organisational relationships, attention to research in trust is rare (Sengun & Wasti, 2011). Especially relevant for the purposes of this study are the recent calls for additional research on trust across borders (e.g. see Katsikeas, Skarmeas, & Bello, 2009; MacDuffie, 2011; Zaheer & Kamal, 2011), particularly with regard to firm-specific trust building capabilities (Bachmann, 2011).

In light of the above discussion, the present paper proceeds with the notion that developing and maintaining a trusting relationship with importers is essential for export ventures to perform successfully. However, certain business relationships grow stronger as others break down. According to Hult, Hurley, Giunipero, and Nichols (2000) successful marketing is the outcome of an organisation’s ability to learn. Likewise, in the context of exporting, learning ability promotes a certain level of competence that mitigates uncertainties and complexities in the international market (Souchon, Sy-Changco, & Dewsnap, 2012). Furthermore, learning allows for continuous improvement, innovation and, therefore, improved customer satisfaction (Lages, Silva, & Styles, 2009). Johanson and Vahlne (2003) emphasised experiential learning in foreign-partner business relationships as a platform from which to enter foreign markets. To a certain extent, learning experiences facilitate the acquisition of foreign market knowledge by internationalising firms, specifically SMEs, (Freeman, Edwards, & Schroder, 2006; Garcia, Avella, & Fernandez, 2012) as learning provides the key element behind absorptive capacity. Such an ability therefore enhances knowledge transfer (Perez-Nordtvedt, Babakus, & Kedia, 2010). In empirical research, Liu (2012) demonstrates that learning is an effective mechanism by which international relationships can form and counteract opportunists.

Although the significance of learning in the realm of international business has been widely accepted, studies regarding learning orientations across borders (Jantunen, Nummela, Puumalainen, & Saarenketo, 2008) and within the context of the exporting domain (Souchon et al., 2012) are scarce. Previous literature (Jerez-Gomez, Cespedes-Lorente, & Valle-Cabrera, 2005) conceptualises the learning orientation construct based on three dimensions: managerial commitment, systems perspective and openness and experimentation. The present study examines the role of each of these dimensions in cross-border relationships.

Many countries rely on export activities to achieve greater economic development (Sousa, Ruzo, & Losada, 2010). Indeed, internationalising firms unambiguously choose export as the mode of entry into foreign markets (Souchon, et al., 2012). Export strategies are most attractive for SMEs (Hultman, Robson, & Katsikeas, 2009) because of the relative ease and swiftness of access to the foreign market (O’Cass & Weerawardena, 2009). In the context of this paper, the export sector has long been a major contributor to the gross domestic product (GDP) of Malaysia. For example, a report by Malaysia’s Ministry of International Trade and Industry (MITI) (2012) shows that Malaysia’s external trade in 2012 recorded an export value of RM 702 billion. This export value constitutes 94.42 percent of total GDP in the same year. In addition, the export value in 2012 almost doubled in comparison to the export value in 2000. Hence, as an export-oriented nation, a study on Malaysian firms’ competitive advantage in exports is timely and crucial in helping the nation to further develop and sustain its competitiveness in export markets.

Moreover, exporting is always key to strategic decisions aimed at increasing revenue and profit (Hill, Wee, & Udayasankar, 2012). Along these lines, exports are also crucial for a firm’s overall performance and survival (Hultman, et al., 2009). Performance in export markets, however, is a function of competitive advantage (Navarro, Losada, Ruzo, & Diez, 2010; Piercy, Kaleka, & Katsikeas, 1998), which in turn is achieved when the customer value offered by a firm is greater than the customer value offered by its competitors (Kaleka, 2002). Despite its importance, the literature on competitive advantage in the context of export markets is relatively limited, and researchers have echoed the call for greater understanding of export competitive advantage (Fahy, 2002; Navarro, et al., 2010). This insight implies that examining factors antecedent to competitive advantage is beneficial for academicians, practitioners, and institutions that promote exports. In the present study, we uphold the idea that identifying the motivations for competitive advantage outcomes is a priority. In particular, this study investigates the effect of organisational learning and trust across borders on the competitive advantage of SMEs. This study is important given the relatively limited resources of SMEs and the high risk involved in foreign market ventures.

The main purposes of this study are to fill research gaps and to advance knowledge in cross-border inter-organisational relationships. This paper aims to achieve three objectives that supplement the research gaps identified a priori. First, this paper seeks to develop an inter-organisational learning function and trust model for export market competitive advantage. Second, this paper empirically investigates the effect of trust on competitive advantage. Third, this paper also examines the individual effects of each of the dimensions of learning orientation–managerial commitment, system perspective, and openness and experimentation–on trust.

THEORETICAL FOUNDATION

We rely on two prominent international business theories to develop a theoretical framework (Lages, Silva, & Styles, 2009; Matanda & Freeman, 2009): the relational exchange model and the organisational learning capability of the resource-based view (RBV). This approach is consistent with the pursuit of integrating several theories in international business research (e.g. Ambler & Styles, 2000) and recent study practice (e.g. Abosag & Lee, 2013; Styles, et al., 2008; Yi & Wang, 2012).

The relational approach advances the notion that export requires relationships between partners (Bloemer, et al., 2013). The relational exchange theory is based on early work in social exchange (Emerson, 1976). Morgan and Hunt (1994) assert that full comprehension of the relational exchange relies on identifying the distinctions between discrete transactions and relational transactions. Discreteness in a relationship, as defined by MacNeil (1980, p. 10), “…is one in which no relation exists between the parties apart from the simple exchange of goods.” Discrete exchange separates the transaction from all other factors involved in the exchange process, such as the participants, the history of the transaction, and the anticipated future. Dwyer et al. (1987) relied on MacNeil (1980) to explain that relational exchange transpires over time. In lieu of such a proposition, a transaction must be viewed in terms of both its history and anticipated future.

The literature demonstrates that the development and maintenance of relationships transpire in a cooperative climate and a relational closeness built upon trust (Dimitratos, Lioukas, Ibeh, & Wheeler, 2009; Jiang, et al., 2011; Thorgren & Wincent, 2011). However, trust is a complicated variable in the international exchange environment (Katsikeas, et al., 2009). Trust can be eroded by “…a misplaced comment” (Arnott, 2007, p. 983). In using the relational exchange theory, the present paper focuses on the development of trust in the past and the perceptions and intentions of each involved party in the future (Styles, et al., 2008).

Reciprocal expectations (Rus & Iglic, 2005) and repeated partner exchanges (Jiang, et al., 2011) are the essence of long-term relationships within the relational exchange theory framework. With regard to reciprocal expectations, MacDuffie (2011) maintains that relationships develop based on past fulfilment of expectations. Firms commit specific resources or make transaction–specific investments to meet partner expectations (Bianchi & Saleh, 2010). Partners are deemed to be efficient, trustworthy, and impartial when their behaviour is predictable (Katsikeas, et al., 2009). This commitment therefore leads to the development of trust. In a trusting relationship, firms are more willing to take risks. Hence, greater resource commitments improve the conditions for exchange and cooperation, and trust is strengthened as well (Thorgren & Wincent, 2011). This phenomenon is consistent with the assertion that trust is developed over time and, thereafter, increases via the accumulation of partner interactions (Ring & Van De Ven, 1992).

By contrast, the relationship exchange between partners warrants the coordination of trading partner resources and capabilities (Katsikeas, et al., 2009). This exchange implies a repeated series of further exchange. SMEs focus on organisational routines and processes along these lines (Knight & Cavusgil, 2004). Hutzschenreuter and Horstkotte (2013) assert that the adaptation of structures, systems and processes is necessary for expansion into new landscapes. In simple terms, internal adjustment and the adaptation of a firm’s organisational process is vital to meeting requirements (Hallen, Johanson, & Seyedmohamed, 1991) and aligning with exchange-partner expectations (Bachmann & Inkpen, 2011). Research has shown that institutionalised routines and processes are important elements in creating partner trust (Zaheer & Kamal, 2011) and long-lasting relationships (MacDuffie, 2011). These processes reflect how organisational members routinely conduct their work in a firm setting (Yu & Zaheer, 2009). Meeting partner expectations by adaptation entails developing and learning new routines. For adaptation to be productive and for learning new routines to be effective, old and already embedded routines must be unlearned (Knight & Cavusgil, 2004). The second theory adopted for this study, namely, the learning capability theory of RBV, is useful. This theory is explained in the following paragraphs.


Based on advances in RBV, a competitive advantage results from the unique resources specific to a firm (Barney, 1991). Relationship building capabilities are an example of such a resource. This attribute pertains to the ability to develop and maintain close customer relationships (Kaleka, 2002; Lu, Zhou, Bruton, & Li, 2010) by being more responsive to customer requirements (Lages, Silva, Styles, & Pereira, 2009). For small businesses, however, the lack of tangible resources leads firms to focus on intangible capabilities. In this regard, scholars assert that organisational learning capabilities help partners forge relationships (Lai, Pai, Yang, & Lin, 2009). Organisational learning capabilities also further the acquisition of export market knowledge (Garcia, et al., 2012). In turn, such abilities are critical to competitiveness (Jantunen, et al., 2008; Jerez-Gomez, et al., 2005). Accordingly, we emphasise that the development of trust is intimately tied to a firm’s learning orientation.

Organisational learning responds to changes in both internal and external environments. Learning in organisations is ‘…a routine-based activity that is embedded in a particular institutional setting’ (Saka-Helmhout, 2010, p. 41). Firms need to unlearn existing routines and learns new ones for learning to be highly effective (Knight & Cavusgil, 2004). From the cultural perspective, Nasution, Mavondo, Matanda, and Ndubisi (2011) identified learning as an organisational process that is meant to improve insights, knowledge and understanding. In a similar vein, Kreiser (2011) suggested that learning is the outcome of the process of knowledge acquisition and the integration of this knowledge into organisational practice. Saka-Helmhout (2010) referred to Kresier’s suggestion with regard to the routinisation of firm practices. In addition, learning helps organisations to continually acquire, assimilate, and renew their knowledge in addressing environmental changes (Amit & Schoemaker, 1993). Hence, for there to be a long-term effect, learning is essential.

Environmental changes include shifting partner expectations that are critical to long-term relationship survival within a trusting environment. Learning orientation influences knowledge sharing between partners in inter-firm relationships (Lai, et al., 2009). Knowledge is then embedded into the organisational process and, subsequently, causes changes in organisational behaviour and routines. Developing a new routine enhances a firm’s ability to create value (Nielsen & Nielsen, 2009) and meet partner expectations. Development may occur over time during a series of exchanges. In these exchanges, expectations may change as the relationship becomes stronger and closer. The behavioural changes and routinisation of firm practices also imply the firm’s commitment to the relationship. Such manifestations demonstrate trustworthiness. Thus, we believe that the culture of learning assists exporters in the creation of trusting relationships with importers, which in turn enhances the exporter’s competitive advantage.

LITERATURE REVIEW AND HYPOTHESES

Competitive Advantage

A firm is said to have achieved a competitive advantage when, through its offering[s], it creates more value for customers in comparison with its competitors. Kaleka (2002) compares competitive advantage to cost advantage and differentiation advantage. Cost advantage is defined as the firm offering its product/service at a lower price. Differentiation advantage, however, represents the customer perceiving a consistent difference in important attributes between a firm’s offerings and those of its competitors. As mentioned previously, firms’ resources and capabilities are the source of value that create strategy (Barney, 1991). Correspondingly, following Kaleka (2002), our view is that relationship-building capabilities are a pertinent variable in the development of SMEs’ export competitive advantage primarily because, in light of export market competitive advantage, a partnership is seen as a strategic undertaking (Theoharakis, Sajtos, & Hooley, 2009) to overcoming the resource limitation of small businesses, and this method implies lower cost (Lages, Silva, & Styles, 2009).

As SMEs cannot be presumed to be well endowed with tangible assets, knowledge is the most critical resource (Gassmann & Keupp, 2007). In a related view, exporters’ attainment of competitive advantage depends upon their ability to produce the right products (Chryssochoidis & Theoharakis, 2004). As importers greatly value product and operational quality, a lack of exporter performance in these areas will exacerbate international buyers’ perceived risk and will reduce any firm’s competitive advantages. In confronting this issue, firms rely greatly on local market knowledge to make the right products in the market. Accordingly, converging around the sphere of knowledge resources, it has been generally recognised among established theories that cross-border activities demand critical resources, which is none other than foreign [local] market knowledge (e.g. see Johanson & Vahlne, 1977, 2009).

Central to the origins of competitive advantage is the question of how firms can acquire valuable resources [knowledge] at a cost less than the same amount of value they could create independently (Adegbesan, 2009). Experiential resources of foreign market operation and acquisition of information on a market are costly to build using internal resources; thus, SMEs must therefore depend on resources outside the company. Typically, the main source is a firm’s customers. Within the export marketing context, this view is supported by evidence from empirical studies in which Lages, Silva, and Styles (2009) found that when firms build on the establishment of solid relationships with their importers, they are more likely to realise their product’s full market potential. This phenomenon occurs because local importers have the best local market knowledge, and acquisition of such knowledge helps exporters align their outputs with the export market’s requirements.

Trust and Competitive Advantage

The literature is rather limited in terms of empirical investigation on the relationship between trust and export competitive advantage. Nevertheless, previous studies, such as Cryssochaidis and Theoharakis (2004), have found no significant effect of trust on competitive advantage. However, a review by Robson and colleagues (2008) revealed mixed findings regarding the trust-performance relationship. Indeed, several studies found that trust does not have significant relationship with performance (Aulakh, Kotabe, & Sahay, 1996; Sarkar, Echambadi, Cavusgil, & Aulakh, 2001; Zaheer, McEvily, & Perrone, 1998). Other studies, however, suggest a significant relationship between the two constructs (Katsikeas, et al., 2009; Silva, Bradley, & Sousa, 2012). As performance is intimately related to competitive advantage, the present paper proposes a positive effect of trust on export competitive advantage. Arguments in support of this notion are presented in the following paragraphs.

Customer relationship capability is a source of competitive advantage (Theoharakis, et al., 2009). Trust has been found to be an important element in relationship building (Evans & Krueger, 2011; Hoejmose, Brammer, & Millington, 2012). This attribute is also significant in the process of forging cross-border relationships (MacDuffie, 2011; Silva, et al., 2012). In Asia, relationships largely depend on trust because formal contracts are deemed inadequate to guarantee the exchange process (Ramstrom, 2008). Despite the importance of trust, empirical findings regarding the effect of trust on relationship outcomes are rare (Jiang, et al., 2011).

Cultural differences are always viewed as harmful to SMEs in the international context. Trust is believed to mediate and/or counterbalance the potential effects of such cultural differences (Nevins & Money, 2008). Trust eases the rigidity and complexity of tasks (Bianchi & Saleh, 2010). Trust therefore enhances exporters’ competencies in order to capitalise on local market opportunities and to effectively curtail distributors’ opportunism (Wu, Sinkovics, Cavusgil, & Roath, 2007). Trust has been regarded as an alternative to authority and monetary exchanges in relationship governance (Bradach & Eccles, 1989). For example, trust is the most effective mechanism to manage opportunism (Wathne & Heide, 2000), particularly in export markets (Cavusgil, Deligonul, & Zhang, 2004). The likelihood of foreign distributor opportunism is reduced by increasing the costs of engaging in such behaviour (Hill, 1990).

Companies are more likely to disclose information in a trusting atmosphere than under other circumstances (Gripsrud, Solberg, Ulvnes, & Carl Arthur, 2006). Such relationships allow for increased sharing of knowledge between partners (Janowicz-Panjaitan & Noorderhaven, 2009). Jackson and Crockenberg (1998) suggest that open and honest information exchange between two parties is positively associated with the level of trust between them. Elsewhere, Siguaw, Simpson and Baker (1998) argue that individuals trust organisations that allow for open communication and opportunities to participate. A partner’s access to valid information is greater when a greater level of trust is also present. The literature has shown that increased knowledge sharing is positively related to performance (Nielsen & Nielsen, 2009).

Trust positively affects exporter competitiveness in foreign markets (Zhang, Cavusgil, & Roath, 2003). The need for less formal and costly relationship governance increases in the presence of high trust (Gulati & Nickerson, 2008). Transaction costs are subsequently reduced (Bachmann & Inkpen, 2011). In addition, a trusting importer is more willing to undertake the joint promotion of products, which thus reduces marketing costs. Furthermore, the exponential growth of knowledge sharing between partners increases the ability to create value and therefore results in greater perceived service quality by customers (Theoharakis, et al., 2009). Based on these arguments, we assert that trust will most likely positively affect export competitive advantage. Hence, we propose the following hypothesis:



	H1:
	 
	Trust is positively related to competitive advantage.




Learning Orientation

Previous literature indicates that learning is critical to a firm’s success in international markets. For example, a recent study by Souchon and colleagues (2012) found a positive relationship between learning and export growth. In addition, Hult and colleagues (2000) viewed an organisation’s ability to learn as critical to achieving competitive advantage. Learning orientation helps small firms to develop the ability to compete and survive in the market (Rhee, Park, & Lee, 2010). Learning is viewed as the tool behind relationship governance in inter-organisational relationships (Liu, 2012). Learning is an important element for international strategic alliance innovation (Nielsen & Nielsen, 2009). Nevertheless, careful investigation concerning learning is scarce, especially in the context of export marketing (Souchon, et al., 2012) and performance effects (Jantunen, et al., 2008).


Learning orientation is the manifestation of an organisation’s propensity to learn and adapt accordingly (Mavondo, Chimhanzi, & Stewart, 2005). Learning orientation has been conceptualised as a cultural context dimension (Nasution & Mavondo, 2008). Sinkula and colleagues (1997, p. 309) suggest that learning orientation “…gives rise to that set of organisational values that influence the propensity of the firm to create and use knowledge.” Meanwhile, Baker and Sinkula (1999, p. 413) referred to learning orientation as “…an organisational characteristic that affects a firm’s propensity to value generative and double loop learning.” At the heart of the learning orientation concept is a set of values that guide firms to unlearn obsolete market knowledge. Such unlearning is achieved by “thinking outside the box.” Questioning organisational learning norms that may have created biased learning processes and proactively replacing norms with new perspectives, systems, and procedures furthers the learning orientation concept (Baker & Sinkula, 1999).

Learning orientation is also an organisational capability in which resources are deployed to create customer value and to achieve higher performance (Nasution & Mavondo, 2008). In a similar vein, Calantone, Cavusgil, and Zhao (2002) maintain that learning orientation pertains to an organisation-wide activity of creating and using knowledge to enhance competitive advantage. Such activities includes obtaining and sharing information about customer needs, market changes, competitor actions, and the development of new technologies and products that are superior to those of competitors. Thus, a firm needs to consider learning orientation as a key factor in obtaining superior performance.

Learning orientation is a multidimensional construct. Mavondo et al (2005) suggest that several key characteristics of learning orientation include the transfer of learning from individuals to groups, the commitment to learning, the openness to the outside world, the overall commitment to knowledge, the systems for developing learning, and the mechanisms for renewing the organisation. Jerez-Gomez and colleagues (2005) propose that an organisation should demonstrate a high degree of learning in all of the dimensions defined. These dimensions are managerial commitment, systems perspective, openness and experimentation, and knowledge transfer and integration. Proficiency with regard to the aforementioned dimensions would signify a firm’s high learning capabilities.

Managerial commitment refers to management’s recognition of the relevance of learning, which develops a culture that promotes the acquisition, creation, and transfer of knowledge as fundamental values (Jerez-Gomez, et al., 2005). Commitment to learning identifies the fundamental values an organisation holds toward learning. Learning is almost impossible if it is considered to hold little value (Farrell & Mavondo, 2004) or is barely desired by organisations (Senge, 2006). However, learning is the outcome of behavioural change (Souchon, et al., 2012). Because top management is responsible for change and strategic decision making (Hutzschenreuter & Horstkotte, 2013), its commitment therefore fosters the cultural values and behaviours that are conducive for learning within the organisation. This change, which takes place with the purpose of better serving customers, helps develop stronger customer relationships (Pelham, 2010). Consequently, foreseeable and predictable behaviour augments customer trust (Katsikeas, et al., 2009). Hence, managerial commitment to learning is likely to enhance importer trust. Accordingly, we propose the following hypothesis:



	H2:
	 
	Commitment to learning is positively related to trust between exporters and importers.




Systems perspective entails bringing a firm’s various members together to form a shared identity and to attain a clear vision of the organisation’s objectives (Jerez-Gomez, et al., 2005). Within this perspective, a firm is viewed as a system built upon relationships among individuals and departments. A shared vision provides individuals—as learning agents—with the organisational expectations and outcomes to be measured and with the theories to be utilised (Wang, 2008). In turn, focusing on what to learn is difficult, even if individuals are motivated to do so without a stated and shared vision (Calantone, et al., 2002). Individual learning at an early level is later extended to organisational-level learning (Nasution, et al., 2011). Individuals and departments that work collaboratively share knowledge, perceptions and beliefs (Jerez-Gomez, et al., 2005). In such environments, knowledge about customers is shared among individuals and departments, thus facilitating better customer service and satisfaction. Such a system is consistent with the belief that learning orientation provides a firm with the ability to create customer value (Nasution & Mavondo, 2008). In addition, when knowledge is disseminated and shared among individuals and departments, they behave in a predictable manner that is evident to the customer. Less behavioural uncertainty creates greater trust (Dyer & Chu, 2011). Accordingly, we propose that:



	H3:
	 
	System perspectives are positively related to trust between exporters and importers.




Openness and experimentation are required to ensure a climate of openness to new ideas and points of view. Learning is a process of change in organisational behaviour (Perez-Nordtvedt, et al., 2010). In such a process, existing routines are unlearned and replaced with new ones (Saka-Helmhout, 2010). Openness allows for the constant renewal and improvement of knowledge (Jerez-Gomez, et al., 2005) in lieu of new routines. Sinkula et al (1997) identify these components as organisational values associated with a firm’s predisposition to learn. Two fundamental concepts to learning orientation in an organisation include [1] the ability to unlearn existing knowledge (Farrell & Mavondo, 2004) and [2] the organisational value of open-mindedness that may be necessary for unlearning efforts to transpire (Sinkula, et al., 1997). These concepts are highly important in the face of the market’s changing nature. A firm is able to develop new routines that conform to and with a partner’s requirements. Accordingly, it is suggested that a partner behaves in a trustworthy manner (Dyer & Chu, 2011). Experimentation is the process of discovering innovative solutions to current and future problems. Experimentation is important for generative learning (Jerez-Gomez, et al., 2005). As a firm gains new knowledge and perspectives, the inclination to search for alternatives and innovate is enhanced (Nielsen & Nielsen, 2009). Accordingly, experimentation facilitates value creation and customer satisfaction. Partner trust will grow when there is open-mindedness and experimentation within an organisation’s culture. Thus, the following hypothesis is proposed:



	H4:
	 
	Openness and experimentation are positively related to trust between exporters and importers.
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Figure 1. Conceptual framework



METHODOLOGY

Sample and Data Collection

The sample for this study was derived from the directory of the Federation of Malaysian Manufacturers and the Malaysian External Trade and Development Corporation. The population consisted of Malaysian SMEs. SMEs having between 20 and 250 employees were selected. This minimum cut-off number of employees was implemented to capture an appropriate measure of constructs. A firm’s analytical unit consisted of the key informant: the managing director or chief executive director.


We used a combination of data collection methods. These methods included a drop-off, mail survey and use of a local research company. We compared the different methods of data collection and found no significant difference. The results of the analysis of variance (ANOVA) indicated that a respondent’s position (F = 1.76), business types (F = 1.47), number of employees (F = 1.15), number of export countries (F = 0.21), industry (F = 0.26), and confidence level (F = 0.92) were not significant.

We compared early respondents (60%) and the late respondents (40%) to check for non-response biases. No significant differences were found, which suggested that response bias was not significant in the present study. The test of ANOVA was not significant in relation to a respondent’s position (F = 1.42), business types (F = 0.83), number of employees (F = 0.05) and confidence level (F = 1.96).

Finally, 851 firms in total fulfilled the criteria. The survey questionnaires were delivered by mail. We then followed up on non-respondents via telephone. Ultimately, 45 firms refused to participate, and 23 firms were inaccessible or had closed down. A second wave of mail surveys was sent to the remaining 783 firms. A total of 228 firms participated in the survey. The effective response rate was 29.12 per cent (228/783).

Scale

The survey instrument was based on pre-existing scales identified in the literature review. The scales were modified to suit the research purpose and particular context of the study. The final scales are shown in the Appendix. The instrument was pre-tested in two stages. The first stage referred to the personal interviews conducted with 10 experts from academic institutions, industrial associations, and SMEs. The feedback was then used to revise the questionnaire. The second stage involved a pilot study on a sample of 10 SMEs. An appropriate revision was made based on the results of the pilot study with regard to the interpretability of the measure, instructions, and response formats.

The measure undertaken for learning orientation was primarily based on the work of Jerez-Gomez et al (2005). Some items were revised and adapted from Sinkula et al (1997) and Nasution and Mavondo (2008). The scales for trust were revised and adapted from Leonidou, Katsikeas, and Hadjimarcou (2002) and Skarmeas et al (2008). The scales for competitive advantage were revised and adapted from Kaleka (2002) and Chryssochoidis and Theoharakis (2004) and consist of items grouped into three dimensions: cost advantage, product advantage, and service advantage. The measures for all constructs are presented in the Appendix.

The measurement model for each of the constructs was estimated. The model operationalised the conceptual construct. Such a model also depicted how the variables in a given scale were represented by the same latent construct. The measurement model focused on the goodness-of-fit measure. The results are presented in Table 1. Overall, the analysis revealed a good fit.


Table 1

Confirmatory factor analysis results
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Notes: RMSEA = root mean square error of approximation; GFI = goodness of fit index; AGFI = adjusted goodness of fit index; CFI = comparative fit index

Validity and Reliability

Convergent validity exists when the correlation among the scores, obtained from two different instruments measuring the same concept, is significant. For a multidimensional construct, specifically competitive advantage, the scales for each dimension were operationalised as the sum of items using the partial aggregation method, as suggested by Bagozzi and Heatherton (1994). The results indicated that all standardised factor loadings were above 0.60. The values were well above the minimum level of 0.50 and, thus, confirmed the existence of convergence validity. Following Fornell and Larcker (1981), we used average variance extracted (AVE) to assess discriminant validity. Table 2 shows the values for AVE. In all cases, AVE was greater than the values for correlation. In turn, AVE indicated discriminant validity. Scale reliability was assessed using internal consistency. Table 2 shows the results for the coefficient of constructs. All scores were well above the threshold of 0.77 (competitive advantage).

RESULTS

We tested the hypotheses using structural equation modelling. Table 3 reports the estimation results (standardised coefficient, t-values, and significant level) for the significant structural path. The model fit indices (χ2 = 422.911, df = 218, NFI = .882, TLI = .928, CFI = .938, RMSEA = .060) indicated a good fitting model.

Overall, the results showed that two of the four hypotheses proposed in study were supported. In Hypothesis 1, we predicted that the relationship between trust and competitive advantage would be positive. The results indicated that Hypothesis 1 was fully supported (β = 0.732, p <0.001). In Hypothesis 2, we expected a positive relationship between managerial commitment and trust. The results (β = 0.313, p <0.05) showed that H2 was fully supported.

Contrary to H2, system perspectives had no significant effect on trust. Thus, H3 was not supported. Finally, openness and experimentation was hypothesised (H4) to significantly affect trust. However, the findings did not support H4.


Table 2

Internal consistency, average variance extracted (AVE) and correlations of constructs



	Construct

	1

	2

	3

	4

	5




	1. Managerial Commitment
	.80

	

	

	

	




	2. Systems Perspective
	.72**

	.81

	

	

	




	3. Openness & Experimentation
	.75**

	.77**

	.83

	

	




	4. Trust
	.46**

	.43**

	.45**

	.64

	




	5. Competitive Advantage
	.49**

	.48**

	.45**

	.47**

	0.73




	Internal consistency
	.87

	.88

	.92

	.81

	0.77




	Mean
	5.36

	5.26

	5.29

	5.23

	5.38




	Standard deviation
	.98

	.97

	1.01

	.80

	0.75





Notes: ***Correlation is significant at the 0.001 level (1-tailed); ** Correlation is significant at the 0.01 level (1-tailed); * Correlation is significant at 0.05 level (1-tailed). Average Variance Extracted (AVE) value is shown in diagonal.


Table 3

Results of Analysis



	Construct and Predicted Influence
	Prediction

	β

	t-value

	Conclusion




	Trust → Competitive Advantage
	+

	0.732

	5.968***

	Supported




	Managerial Commitment → Trust
	+

	0.313

	1.997*

	Supported




	System Perspectives → Trust
	+

	0.024

	0.209

	Not Supported




	Openness and Experimentation → Trust
	+

	0.029

	0.262

	Not Supported






DISCUSSION AND CONCLUSION

Existing studies demonstrate that partnering with foreign firms is increasingly found to be the core component behind the success of export ventures (Bloemer, et al., 2013; L. C. Leonidou, et al., 2002). Partnership is particularly useful for SMEs (e.g. Dimitratos, et al., 2009; Zhou, Wu, & Luo, 2007). The underlying notions in the literature imply that cross-border ventures are resource-demanding activities. Consequently, small businesses have limited competitive capabilities and have equally limited resources. Such firms, therefore, depend on partner resources to bolster their competitive capabilities. Through the small business partnership with exporters SMEs gain valuable resources (Perez-Nordtvedt, et al., 2010). Otherwise, it is difficult and costly to obtain resources, such as foreign market knowledge, independently. In summary, establishment of a relationship with foreign importers is seen as a key strategic decision.

Furthermore, the element of trust is fundamental to the inter-organisational relationship. Trust across borders has been conceptualised and empirically examined in the SME context as an important topic in inter-organisational study (Liu, 2012; Silva, et al., 2012). Trust has been shown to form the foundation of business relationships (Jiang, et al., 2011). The very quality of trust is also a central concept in explaining organisational behaviour (Bachmann & Inkpen, 2011). Trust is process-oriented and takes time to develop. A series of interactions, developed through past obligatory fulfilments and future commitments between partners, results in trust. As a result of commitment, a firm’s predictable behaviour increases a partner’s trust. Within international business circles, commitment is intimately related to a firm’s past learning experiences (Johanson & Vahlne, 2003). Hence, commitment emphasises the importance of learning posture. Nevertheless, a review of the existing literature indicates a scarcity of empirical investigation. Our understanding is then limited with regard to cross-border trust (MacDuffie, 2011) and learning within the export function (Souchon, et al., 2012).

This paper primarily intends to contribute to the literature on the topic of trust and learning orientation in the export competitive function. Accordingly, in this paper, a conceptual model was developed and empirically examined. This model linked the three dimensions of learning orientation with trust, which in turn linked trust to export competitive advantage. We then adopted two theories, namely, the relational exchange model and learning orientation. The structural model was then tested on a sample of 228 SME exporters. This approach resulted in the present study’s original contribution to understanding the role of learning orientation and trust in SMEs’ export competitive advantage.


In this study, the first hypothesis concerns the trust and competitive advantage relationship. The existing research is brimming in terms of theory development (Morgan & Hunt, 1994; Wu, et al., 2007) but is rather lacking in its empirical examination of the trust-competitive advantage relationship. Nevertheless, this study found a positive relationship between trust and competitive advantage. The findings are in contrast to Chryssochoidis and Theoharakis (2004) who found no significant effect of exporter-importer trust on competitive advantage. The finding of the present study lends support to the notion that trust is essential to SME competitive advantage. That result, therefore, greatly enhances our understanding of the trust-competitive advantage relationship within the export function. For exporters, customers are a major source of information (Julien & Ramangalahy, 2003). Hence, partnerships allow exporters to have resource leverage over importers. These resources may include new product ideas and information about foreign markets (Leonidou, Leonidou, Coudounaris, & Hultman, 2013). These resources are then crucial for building competitive capability in international markets (Liesch & Knight, 1999) as they allow exporters to meet customers’ product needs, resulting in customers perceiving a superior value offering and therefore enhanced competitive advantage.

In addition to the above findings, our results unsurprisingly demonstrated that the commitment of management to learning was central to the development of trust in inter-organisational relationships. This result supported the second hypothesis that was posited. We found that managerial commitment significantly and positively affected trust. The results agreed with the notion that management should recognise learning, articulate strategic views of learning, ensure that employees understand the importance of learning, and drive the process of change (Jerez-Gomez, et al., 2005). The results also highlighted the central role managers play in the strategic decision-making process of small businesses.

Moreover, the other hypotheses were not supported and, therefore, warrant further explanation. We hypothesised that system perspectives were positively related to trust. Such a hypothesis, however, was found to be insignificant to this study. Similarly, the effect of openness and experimentation was insignificant; therefore, that hypothesis is rejected. This finding is possibly a result of the inertia embedded within family businesses. Family inertia is prevalent among SMEs because most are family-owned businesses (Westhead & Howorth, 2007). Family inertia tends to develop excessive interference in employee decisions and autonomy. Such conflict results from a culture of paternalism. Consequently, employees’ freedom to express ideas is restricted (Chirico & Nordqvist, 2010). Therefore, in the present study, family-owned SMEs seem to reject the idea of openness. Family business owners do not see the importance of openness in developing trust with importers.


Managerial Implications

Of interest to SME managers is the fact that this study’s results provide some interesting implications for successful export ventures. International business is a resource-demanding activity and, therefore, curtails any expansion plans for independently operating SMEs. However, this paper suggests that forging a trusting relationship with importers in foreign markets greatly benefits small business and at low costs (Lages, Silva, & Styles, 2009). Such a relationship generates knowledge-based resources and effectively wards off opportunism. The finding of this study explicitly provides support for greater competitive advantage effects resulting from exporter-importer relationships. In this case, building trust-based relationships should be viewed as a major strategic plan and priority in international business-related managerial decision making.

Furthermore, small business managers should consider the fact that commitment to organisational learning orientation is fundamentally behind the building of relationships. Thus, establishing a culture of learning within an organisation is a vital managerial responsibility. Commitment to learning orientation is a prerequisite for the development and maintenance of a trusting relationship. Because cross-border relationships are complex and difficult to maintain, these findings present a timely guide. SMEs can then pursue success in the field of international business, particularly in the export market.

LIMITATIONS AND FUTURE RESEARCH

This study is characterised by several limitations. The first limitation is presented by the methodology. A relationship comprises interactions between partners involving more than two parties. However, in this study, responses were obtained from only the exporter side of the relationship. Therefore, the sample was biased in the design. Such a method was applied because of the difficulty in gathering information from both exporters and importers at the same time. In addition, other factors such as cost, time, and confidentiality were also major constraints. Although this method was consistent with existing research in similar contexts (Athanassopoulou, 2009), responses from both sides of the relationship will more likely produce a more accurate statement of a relationship’s status. Future studies might examine the possibility of gathering information from exporters and importers at the same time.

Additionally, the sample for this study was derived from the manufacturing sector. Hence, generalisations were less likely to be applied to other industries such as the service sector. The existing study could therefore be extended to the service sector in future research. Finally, SMEs operate in the increasingly volatile environment of global markets. Such an environment affects the exporter-importer relationship (Matanda & Freeman, 2009). The model developed and tested in this study, however, did not examine the influence of environmental factors such as environmental uncertainty in a relationship. Further study in this field might focus on the role of environmental uncertainty in explaining learning, trust, and performance in the export function.
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APPENDIX

Learning orientation, relationship quality and export performance scales



	Construct
	Items



	
Learning Orientation


	



	
Commitment to learning


	
Managers involve their staff in important decision making processes.

Management seeks to keep ahead of new environmental situations.

Employee learning is considered a key factor in this firm’s success

In this firm, innovative ideas are rewarded.

Managers agree that our ability to learn is the key to our competitive advantage.





	
Systems Perspective


	
All employees have knowledge regarding this firm’s objectives.

Every department, sections, work team, and individual in this firm is aware of how they contribute to achieving the overall objectives.

All our departments work in a coordinated fashion.

Every person in this firm is aware of long term vision of the firms.

There is an agreement in our business unit’s vision.





	
Openness and Experimentation


	
We promote experimentation as a way of improving the work processes.

We adopt the practices and techniques of other firms believed to be useful.

We consider experiences and ideas provided by external sources [advisors, customers, training firms etc.] useful for learning.

Our employees can express their opinions and make suggestions regarding the procedures and methods in place for carrying out tasks.

We value employees’ ideas that may increase firm ‘s success.





	
Trust


	
This importer has been frank in dealing with our firm.

Promises made by this importer are reliable.

This importer is knowledgeable about the product.

This importer has made sacrifices for us in the past.

This importer cares for my firm’s welfare.

This importer is like a friend.

This importer does not make false claim.





	
Competitive Advantage


	



	
Cost advantage


	
Cost of production.

Cost of goods sold.

Selling price to overseas customer.

Transport cost to overseas markets.

Credit facilities to overseas importers.





	
Product Advantage


	
Product quality.

Packaging.

Design and style.

Provision of warranty.

Range of product offered.





	
Service Advantage


	
Ease of ordering the product.

After-sales service.

Reliable product delivery.

Highly experience staff.

Staff capable of handling unusual order.
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