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ABSTRACT

In recent years, perceived firm marketing innovation initiatives (PFMII) are increasingly considered as an important means to ensure customers’ continued loyalty. Although customer perceived value is believed to be a potential mediator between PFMII and customer loyalty, much of the evidence to date remains anecdotal or speculative. Furthermore, there is a dearth of knowledge about how the effect of PFMII on customer value differs between switchers and non-switchers. To bridge this knowledge gap, we propose a conceptual framework linking PFMII to customer perceived value and loyalty, and develop hypotheses about the moderating role of switching experience in some of these linkages. Data were collected from Generation Y(18–34 years old) who subscribed to post-paid mobile internet plans. The results showed that both functional and monetary values mediated the relationship between PFMII and customer loyalty. However, there was no significant difference in the effect of PFMII on functional and monetary values between switchers and non-switchers. This research contributes to theory and practice by clarifying linkages between PFMII and customer loyalty by investigating the often widely neglected role of customer perceived value. In addition, this study successfully extended Sweeney and Soutar (2001) PERVAL model by incorporating PFMII as the key driver of customer perceived value.
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INTRODUCTION


“A business which is serious about competing in fast-changing markets with fast changing technology must make this happen – it must innovate. If it does not innovate it risks being overtaken by competitors” (Johne, 1999, p. 6)



An increasingly competitive and volatile marketplace of the twenty-first century, together with profound changes in customer lifestyles, compelled firms to embark on marketing innovation initiatives to meet customers’ evolving needs (Stock, 2011). From a firm’s perspective, marketing innovation initiatives can be an important source of competitive advantage en route to superior performance (Naidoo, 2010): it provides the means to distinguish a firm’s products from its competitors, aiding a firm to achieve sustainable and unequivocal market leadership (Gehlhar, Regmi, Stefanou, & Zoumas, 2009; Kandampully & Duddy, 1999). From a customer’s perspective, marketing innovation initiatives can primarily demonstrate a firm’s ongoing commitment to innovation, thereby elevating a firm’s image in the mind of its customers. An innovative firm image has a significantly positive impact upon firm credibility, making a firm to be more professional, more attractive, and more trustworthy in the eyes of customers (Chen, 2001). In this sense, innovation constitutes a competitive weapon in convincing customers to choose one company over another.

Advances in mobile technology, marked by successive generations, such as 2.5G, 3G, and 4G, led to quantum leaps in data transfer speed that manifest in fast internet access and enhanced data streaming (Lam & Shankar, 2014). These improvements, together with the rapid adoption of smartphones and the growing popularity of mobile operating systems (e.g. Apple’s iOS and Google’s Android), fuelled towards tremendous growth in mobile internet subscriptions. Moreover, given the fact that mobile internet is a combination of the two hottest technological innovations in recent times (mobile phones and the internet), many analysts and market research firms painted a rosy future for mobile internet (Jiang, 2009), especially in emerging markets like Asia (Wagstaff & Lee, 2013). For instance, eMarketer estimates the number of mobile internet users in the Asia Pacific region will grow exponentially from 473.2 million in 2010 to approximately 1.22 billion by 2015 (Statista, 2015). As the number of mobile internet users continues to grow at an astonishing pace, mobile internet is poised to become one of the most promising and lucrative growth markets globally (Roostika, 2011). According to Pricewaterhouse Coopers’s (PwC) latest forecast, global mobile internet service revenue will be worth US$259 billion in 2014 and exceed US$385 billion by 2017, accounting for 58% of overall internet access expenditure. Notably, the prediction is that global spending on mobile internet access will exceed that of fixed broadband lines in 2014, driven substantially by emerging markets, such as Asia (Huang, 2013).

Malaysia, like other Asian countries,witnessed an extraordinary growth in the numbers of mobile internetusers. According to the annual Yahoo! Net Index Survey 2011, the mobile internet segment in Malaysia has more than doubled since 2010 with growth fuelled mainly by Generation Y consumers in the 15-to-25 year age group (New Straits Times, 2011). Surging demand for mobile internet service was accompanied by an increase in mobile operators (both traditional and virtual), which aim to grab bigger proceeds from this opportunity. The consequence of this phenomenon was an appearance of ferocious competition among mobile operators. The fierce competition requires mobile operators to be extremely innovative in their marketing strategies in order to gain a higher market share (Roostika, 2012). In Malaysia, mobile operators regularly launch new products or services, in response to customers who continuously develop new needs and wants. For example, U Mobile Sdn. Bhd. introduced the first all-in-one post-paid plan in Malaysia, in which customers are allowed to share call minutes and with an internet quota with up to 3 SIM (subscriber identity module) cards. The plan also offers customers free internet roaming across Asia, free calls to U Mobile friends all day and night, and also unlimited internet with no extra charges after exceeding quota. Significant innovation allows a firm to establish a competitively dominant position by differentiating its customer value proposition from that of its competitors (Danneels & Kleinschmidtb, 2001; Kim, Kim, Garrett, & Jung, 2015). Embarking on marketing innovation initiatives further signals to customers that a firm intensively tries to fulfil their evolving needs by making continuous investments into innovation, leading to enhanced satisfaction and loyalty (Stock, 2011). In addition, Kandampully and Duddy (1999) contended that customers will be inclined to maintain a long-term relationship only if the firm maintains their market leadership, both in exceptional service and innovation.

Despite the well-recognised significance of marketing innovation initiatives on customer-firm relationships, paradoxically, little interest was shown in understanding the mechanisms by which perceived firm marketing innovation initiatives (PFMII) contribute to the loyalty formation in the context of mobile internet service. Sawhney, Wolcott, and Arroniz (2011) believed that innovation is relevant only if it creates value for customers. However, there have hitherto been no studies that investigated whether customer perceived value acts as a mechanism that converts PFMII into customer loyalty. Furthermore, not much is known about how the effect of PFMII on value perception differs between customers who switched mobile operators (switchers) and those who have not (non-switchers). Differences are likely to exist because customers with high switching rates experienced in the past will be more demanding and difficult to satisfy than those with no experience, as they have greater knowledge of how a product or service should be performed (Sharma & Patterson, 2000; Matzler, Strobl, Thurner, & Füller, 2015). Knowing how these effects differ on switching experience can help mobile operators develop more effective marketing innovation and customer retention strategies for different customer groups (e.g. switchers versus non-switchers).

To address the aforementioned literature gap, this study examines the role of PFMII in the process of customer value and loyalty formation. More specifically, the study (1) investigates the effect of PFMII on functional and monetary values, (2) tests the effects of functional and monetary values on emotional value, (3) examines the effect of each perceived value dimension (e.g. functional, emotional, and monetary values) on customer loyalty, (4) investigates the mediating effects of functional and monetary values on the relationship between PFMII and customer loyalty, and (5) examines the moderating effect of switching experience (switchers versus non-switchers) on the relationship between PFMII and two perceived value dimensions (functional and monetary values).

The remainder of this paper is organised as follows. First, it reviews the relevant literature, develops study hypotheses and proposes the conceptual framework. Next, it describes the methodology employed for this study and presents the results of the statistical data analysis. Finally, the paper discusses theoretical and practical implications of this study as well as its limitations.

LITERATURE REVIEW

Perceived Firm Marketing Innovation Initiatives

According to the Organisation for Economic Co-operation and Development’s (OECD) Oslo Manual (2005, p. 49), marketing innovation is, “the implementation of a new marketing method involving significant changes in product design or packaging, product placement, product promotion or pricing.” (OECD, 2005, p. 49). Wang and Ahmed (2004), contrastingly, describe marketing innovation as “the newness of approaches that firms adopt to enter and exploit the targeted market” (p. 305). Based on the synthesis of previous definitions, a firm’s marketing innovation initiatives is defined here as, “customers’ perception about the capability of a focal mobile operator to engage in marketing innovation initiatives; that is, the introduction of new products or services, the use of new pricing strategies, and the adoption of new methods for promoting and selling the firm’s products” (Hult, Hurley, & Knight, 2004; OECD, 2005).

From a consumer perspective, Andrews and Smith (1996) averred that there were two basic dimensions to marketing programs’ innovativeness: (1) “perceived novelty” - the magnitude of the difference between a firm’s most recent marketing programs and the competitors’ programs, and (2) “perceived meaningfulness” - the degree to which the marketing initiatives are deemed as attractive or valuable to the target customers. In brief, the innovativeness of a firm’s marketing initiatives depends on the extent to which customers perceive the marketing mix elements (e.g. product, price, promotion, and distribution) embedded in a firm’s marketing strategies to be a meaningful novelty (Bloch, 2007; Rust, Ambler, Carpenter, Kumar, & Srivastava, 2004). Product (or service) innovation involves the introduction of products or services that are new or significantly improved with respect to their technical specifications or functional characteristics. Pricing innovation involves the use of new pricing tactics to market the firm’s products or services. Promotion innovation involves the use of new concepts and inventive approaches (e.g. new advertising methods and new brand symbols) to promote a firm’s products or services. Distribution and/or sales channels innovation involves the introduction of new distribution or sales channels to sell products and services to customers in an efficient manner (Bloch, 2007; OECD, 2005).

Customer Perceived Value

The concept of customer perceived value became a major focus in contemporary marketing due to the paradigm shift from transactional marketing towards relationship marketing (Sinha & DeSarbo, 1998; Ulaga & Chacour, 2001), which refers to “all marketing activities directed toward establishing, developing, and maintaining successful relational exchanges” (Morgan & Hunt, 1994, p. 22). From the customer’s point of view, attaining value is a fundamental purchase goal and is crucial to all successful exchange transactions (Holbrook, 1994). Therefore, understanding what customers value and seeking to deliver that is one cornerstone of effective marketing programmes (Caruana & Fenech, 2005). Indeed, creating and delivering superior customer value is a necessary condition for a company securing a niche in a competitive environment, not to mention a leadership position in the market (Lai, 1995, p. 381).

Customer perceived value was given many definitions in the literature, and one of the most commonly cited definitions is as put forth by Zeithaml (1988, p. 14), who defined value as, “the consumer’s overall assessment of the utility of a product based on perceptions of what is received and what is given“(e.g. Chen & Hu, 2010; Lee, Yoon, & Lee, 2007; Lin, Sher, & Shih, 2005; Sánchez-Fernández & Iniesta-Bonillo, 2007). Zeithaml’s (1988) definition reflects four diverse meanings of value: (1) value is low price, (2) value is whatever the consumer wants in a product, (3) value is the quality that the consumer obtained for the price paid, and (4) value is what the consumer gets for what he/she gives. To put it simply, perceived value involves a trade-off between what the customer gets (e.g. quality, benefits, utilities) and what they give up (e.g. prices, sacrifices, time) to purchase and consume a product (Mayr & Zins, 2012). Although creating superior customer value is increasingly seen as a key element for ensuring firms’ success and survival (Khalifa, 2004), there is little consensus in regards to the conceptualisation of this construct (Boksberger & Melsen, 2011). Some researchers adopted a unidimensional approach and globally measured overall customer value perceptions (e.g. Chen & Chang, 2012; Chen, 2013; Wu, Chen, Chen, & Cheng, 2014) whereas other researchers employed a multidimensional approach and measured perceived value using various get (benefit) and give (sacrifice) components (e.g. Sweeney & Soutar, 2001; Teke, Cengiz, Cetin, Demir, Kirkbir & Fedai, 2012; Wang, Lo, Chi & Yang, 2004). The multidimensional approach outperforms the unidimensional approach in capturing the complexity and richness of the construct (Ruiz, Gremler, Washburn, & Carrión, 2010). Sweeney and Soutar’s (2001) PERVAL scale represents an important step forward in the measurement of perceived value because it follows a rigorous process of developing perceived value and it allows empirical testing of the multidimensional character of the construct (Sánchez, Callarisa, Rodríguez, & Moliner, 2006).This scale considers functional (performance/quality), monetary (price/value for money), emotional (pertaining to internal emotional and feelings) and social (pertaining to the social impact of the purchase made) dimensions (Sweeney and Soutar, 2001).

The present study adopts the PERVAL model Sweeney and Soutar (2001) proposed to measure customer perceived value of mobile internet service. However, only three value dimensions (i.e. functional, monetary, and emotional values) that are most relevant to mobile internet service experience are considered in this study.


Functional value refers to the technical benefits customers acquire from superior network performance that is reflected by the connectivity, stability, speed, and responsiveness of the mobile internet service (Chuah, Marimuthu, & Ramayah, 2014). Monetary value relates to the monetary benefits customers acquire by subscribing to the mobile internet service of a particular service provider (Lim, Widdows, & Park, 2006). Finally, emotional value pertains to the customers’ perception of fun, pleasure, and enjoyment gained by subscribing to the mobile internet service of a particular service provider (Chuah et al., 2014).

Customer Loyalty

The concept of customer loyalty occupies a central place in marketing and it also is among the most enduring assets possessed by a company (Kandampully, Zhang, & Bilgihan, 2015; Toufaily, Richard, & Perrien, 2013). Creating and maintaining loyal customers is increasingly seen to be crucial to the success of firms, with the growing realisation that acquiring new customers is five times more expensive than retaining the existing ones (Özgener & İraz, 2006; Too, Souchon, & Thirkell, 2001). Loyal customers are less costly to serve, less price sensitive, and less influenced by competitors’ attacks (Ganesh, Arnold, & Reynolds, 2000; Reichheld & Teal, 1996). Furthermore, loyal customers are willing to pay premium prices, spend more, and provide new referrals through positive word-of-mouth (O’Brien & Jones, 1995; Reichheld & Teal, 1996; Reinartz & Kumar, 2002). All of these desired behaviours will ultimately lead to steady cash flows and increased revenues for a business (Aksoy, 2013). The literature took three distinctive approaches to measure customer loyalty: behavioural, attitudinal, and composite (Bowen & Chen, 2001; Zins, 2001). The behavioural measurements strictly look at repeat purchase behaviour (i.e. expressed in terms of revealed behaviour, such as the proportion, sequence, and probability of purchase) of a consumer towards a particular brand as an indicator of loyalty (Yanamandram, & White, 2006). In contrast, the attitudinal approach uses an individual’s psychological disposition, such as stated preferences, favourable attitudes, and sense of goodwill toward a brand to gauge customer loyalty (Evanschitzky, Iyer, Plassmann, Niessing, & Meffert, 2006; Kim, Park, & Jeong, 2004; Mellens, Dekimpe, & Steenkamp, 1996). Finally, the composite approach should provide a better prediction for “true” loyalty because it combines the behavioural and attitudinal measurements, and assesses loyalty according to customers’ product preferences, propensity of brand-switching, frequency of purchase, recency of purchase and total amount of purchase (Bowen & McCain, 2015).


CONCEPTUAL FRAMEWORK AND HYPOTHESES

The Relationships among Perceived Firm Marketing Innovation Initiatives, Customer Perceived Value and Customer Loyalty

A firm’s long-term viability in hypercompetitive markets depends on how well it embodies its creative ideas in marketing strategies that manifest in innovative products that fulfil customers’ changing needs and expectations (Im, Montoya, & Workman, 2013). Innovation allows differentiating the firm’s offering by creating advantages that customers really appreciate and value (van Riel & Allard, 2012). Hence, the competitive advantage of successful firms can be explained with a logic wherein perceived firm marketing innovation initiatives (PFMII) contributes to customer value, resulting in increased satisfaction and behavioural intentions, eventually escalating loyalty that manifests itself in enhanced profitability (Kim et al., 2015; Kunz, Schmitt, & Meyer, 2011; Naidoo, 2010, Stock, 2011; Williams & Soutar, 2009). More recently, Hwang and Hyun (2015) examined the role of perceived firm innovativeness based on data from 315 cruise travellers, and found that perceived firm innovativeness plays an important role in forming cruise travellers’ experience related to education, entertainment, aesthetics, and escapism. In addition, cruise travellers’ experience was found to have a significant positive effect on perceived luxury value. Kim et al. (2015) also verified that perceived brand benefits (in instrumental and symbolic) through innovation enables mobile phone firms to create superior value for customers, which in turn can increase customer satisfaction.

On the basis of the preceding discussion and empirical evidence, we postulate that PFMII will significantly influence customers’ quality and price perceptions (functional and monetary values) that will, in turn, influence their affective aspect of value (emotional value). The enhancement of customer value perceptions (e.g. functional, monetary, and emotional values) will ultimately lead to customer loyalty. In addition, functional and monetary values are expected to exert mediating effects on the relationship between PFMII and customer loyalty.


H1: PFMII positively impacts functional value.

H2: PFMII positively impacts monetary value.

H3: Functional value positively impacts emotional value.

H4: Monetary value positively impacts emotional value.

H5: Functional value positively impacts customer loyalty.

H6: Emotional value positively impacts customer loyalty.


H7: Monetary value positively impacts customer loyalty.

H8: Functional value mediates the relationship between PFMII and customer loyalty.

H9: Monetary value mediates the relationship between PFMII and customer loyalty.



The Moderating Effect of Switching Experience on the Relationship between Perceived Firm Marketing Innovation Initiatives on Functional and Monetary Values

Switching experience is defined as the extent to which customers switched between service providers in the past (Burnham, Frels, & Mahajan, 2003). Customers with greater experience in switching might have a higher set of available alternatives and they know what outcomes can be expected in other service providers (Ganesh et al., 2000). Therefore, a customer with a broad product or service experience might develop a different standard of comparison compared to consumers with a narrow experience: they have a higher level of expectation, more demanding and difficult to satisfy (Matzler et al., 2015). As Ganesh et al. (2000) pointed out, the expectations held by experienced switchers will at least be at the level previously held, and higher expectations always lead to lower satisfaction judgement. Accordingly, we expect switching experience to moderate the relationship between PFMII and customer perceived value (e.g. functional and monetary values). Based on these arguments we propose:


H10: The relationship between PFMII and functional value is moderated by switching experience,such that the relationship is weaker for those with switching experience (switchers).

H11: The relationship between PFMII and monetary value is moderated by switching experience,such that the relationship is weaker for those with switching experience (switchers).



In summary, the preceding section presents the research hypotheses developed for this study. Figure 1 below displays the conceptual framework guiding this study. The framework depicts the relationship among PFMII, customer perceived value, customer loyalty, and switching experience. As can be seen, both functional and monetary values serve as the mediators in the relationship between PFMII and customer loyalty, whereas switching experience (switchers versus non-switchers) acts as the moderator in the relationship between PFMII and two perceived value dimensions (e.g. functional and monetary values). Figure 1 summarises the hypothesised relationships and their directions.
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Figure  1. Proposed conceptual framework



RESEARCH METHODOLOGY

Measurement Scales

All research constructs were operationalised and measured using well-established multiple-item scales adapted from previous studies, making only minor changes of wording to suit them to the target context. Items for PFMII were adapted from Banff (2006), items for functional value were adapted from Jeon (2008) and Chae and Kim (2001), items for monetary value were adapted from Sweeney and Soutar (2001) and Xie, Xiong, Chen, and Hu (2011), items for emotional value were adapted from Sweeney and Soutar (2001), and items for customer loyalty were adapted from Aydin and Özer (2005).

Data Collection and Sample Profile

A self-administered questionnaire was utilised in order to collect data from Generation Y (18–34 years old) (Bruwer, Saliba, & Miller, 2011) who subscribed to the post-paid mobile plans offered by the four main mobile network operators (i.e. Maxis, Celcom, DiGi, and U Mobile) in Malaysia. A total of 470 questionnaires were distributed from August to November 2013. Of the 452 questionnaires received, 417 were valid and usable for data analysis. Out of a sample of 417, 50.8% were female, 61.2% were between the ages of 25 and 34, and 70.2% hold a bachelor degree or higher. Almost half of the respondents were professionals, managers, executives or businessmen (48.2%), and 43.6% earned an annual household income of RM36,000 or above. In terms of mobile service subscriptions, 80% of the respondents had a principal line, 70.5% paid their own mobile phone bills, and around 73.0% had monthly phone bills of RM150 or less. With regard to the experience in switching, 37.4% respondents reported that they had changed their mobile operators in the past, whereas 62.6% responded that they had never changed their mobile operators before.

DATA ANALYSIS AND RESULTS

The data was analysed using the Partial Least Square Structural Equation Modelling (PLS-SEM) through the SmartPLS 2.0 M3 software (Ringle, Wende, & Will, 2005). This statistical technique allows researchers to simultaneously test a set of interrelated hypotheses by evaluating the relationships among multiple endogenous and exogenous variables in a research model (Gefen, Straub, & Boudreau, 2000). The proposed research model was assessed using the two-step approach where the measurement model was first tested followed by the structural model assessment (Anderson & Gerbing, 1988).

In the first stage, the validity and reliability of the measurement model was evaluated through convergent validity, discriminant validity, and reliability of the item measures used. As Table 1 shows, the items loading of all constructssurpassed the minimum required cut-off value of 0.40 (Hair, Hult, Ringle, & Sarstedt, 2013), and the AVEs of all constructs were well above the 0.50 threshold (Fornell & Larcker, 1981), signifying a sufficient level of convergent validity. In examining the discriminant validity, we employed the Fornell-Larcker criterion (Fornell & Larcker, 1981), whereby the square root of the AVE values was compared against the correlations of other constructs. Discriminant validity of all constructs was supported as the square root of the AVE for each construct was greater than its highest correlation with any other constructs (Table 2). Also, the composite reliability of all constructs was greater than the recommended level of 0.708 (Hair et al., 2013), providing strong support for construct reliability.

In the second stage, the structural model was assessed in terms of the collinearity among the set of constructs, coefficient of determination (R2 value) and significance of path coefficients, and predictive relevance (Q2). To assess collinearity, all the predictor variables (e.g. PFMII, functional value, emotional value, and monetary value) were regressed against customer loyalty in the SPSS software (Version 19). The results showed that the variance inflation factor (VIF) values of all constructs ranged from 1.485 to 2.055, well below the common cut-off threshold of 5 (Hair et al., 2013), suggesting that the multicollinearity was unlikely a threat to the parameter estimates of this study. Next, the significance of path coefficients was examined by performing the bootstrapping procedure of 5,000 resamples (Hair et al., 2013). As Table 3 shows, PFMII had significance positive relationships withfunctional (β = 0.475, t = 12.005, p < 0.01) and monetary values (β = 0.485, t = 11.768, p < 0.01). Both functional andmonetary values in turn influenced emotional value with β = 0.417, t = 11.080, p < 0.01 and β = 0.394, t = 10.467, p < 0.01 respectively. The results also indicated that all perceived value dimensions (i.e. functional, emotional and monetary value) significantly influenced customer loyalty, collectively explaining 42.1% of its variance. Notably, functional value had the strongest effect on customer loyalty (β = 0.341, t = 6.304, p < 0.01), followed by emotional value (β = 0.246, t = 4.034, p < 0.01) and monetary value (β = 0.170, t = 3.220, p < 0.01). Therefore, all hypotheses from H1 to H7were supported.


Table  1
Results of the Measurement Model



	Model Construct
	Measurement Item

	Loading

	CRa

	AVEb




	Perceived firm marketing innovation initiatives (PFMII)
	PFMII1

	0.920

	0.944

	0.849




	
	PFMII2

	0.930

	
	



	
	PFMII3

	0.914

	
	



	Functional value (FV)

	FV1

	0.838

	0.902

	0.698




	
	FV2

	0.843

	
	



	
	FV3

	0.817

	
	



	
	FV4

	0.843

	
	



	Emotional Value (EV)

	EV1

	0.908

	0.959

	0.825




	
	EV2

	0.892

	
	



	
	EV3

	0.891

	
	



	
	EV4

	0.933

	
	



	
	EV5

	0.916

	
	



	Monetary Value (MV)

	MV1

	0.942

	0.932

	0.778




	
	MV2

	0.945

	
	



	
	MV3

	0.937

	
	



	
	MV4

	0.674

	
	



	Customer Loyalty (CL)

	CL1

	0.871

	0.936

	0.745




	
	CL2

	0.909

	
	



	
	CL3

	0.766

	
	



	
	CL4

	0.880

	
	



	
	CL5

	0.883

	
	




aComposite reliability (CR) = (square of the summation of the factor loadings)/{(square of the summation of the factor loadings) + (square of the summation of the error variances)}
bAverage variance extracted (AVE) = (summation of the square of the factor loadings)/{(summation of the square of the factor loadings) + (summation of the error variances)}


Table  2
Results of the Discriminant Validity Analysis



	
	CL

	EV

	FV

	MV

	PFMII




	CL
	0.863

	
	
	
	



	EV
	0.561

	0.908

	
	
	



	FV
	0.581

	0.621

	0.835

	
	



	MV
	0.496

	0.609

	0.516

	0.882

	



	PFMII
	0.627

	0.500

	0.475

	0.485

	0.921





Note: Diagonals (in bold) represent the square root of average variance extracted (AVE) while the off-diagonals represent the construct correlations.


Table  3
Hypotheses Testing (Direct Effects)



	Hypothesis

	Relationship

	Path Coefficient (β)

	Standard Error

	t-value

	Decision




	H1

	PFMII -> FV

	0.475

	0.040

	12.005**

	Supported




	H2

	PFMII -> MV

	0.485

	0.041

	11.768**

	Supported




	H3

	FV -> EV

	0.417

	0.038

	11.080**

	Supported




	H4

	MV -> EV

	0.394

	0.042

	10.467**

	Supported




	H5

	FV -> CL

	0.341

	0.054

	6.304**

	Supported




	H6

	EV -> CL

	0.246

	0.061

	4.034**

	Supported




	H7

	MV -> CL

	0.170

	0.053

	3.220**

	Supported





Note. ** p< 0.01, *p< 0.05 (based on one-tailed test)

After testing the direct effects, we proceeded to examine the mediation hypotheses using the guideline proposed by Preacher and Hayes (2008). In order to verify the mediating effects of functional and monetary values on the relationship between PFMII and customer loyalty, we employed the bootstrapping method to obtain the standard error of path coefficient between a and b. The mediating effect is statistically significant if the t-value (a*b/standard error of a*b) exceeds 1.96 (at p < 0.05 (two-tailed)). As Table 4 shows, the indirect effect of PFMII on customer loyalty (through functional and monetary values) was significant with β = 0.162, t = 5.114, p < 0.01 and β = 0.082, t = 2.826, p < 0.01 respectively.


Furthermore, the indirect effects 0.162 [95% bootstrapped confidence intervals: (Lower Limit = 0.100, Upper Limit = 0.224)] and 0.082 [95% bootstrapped confidence intervals: (Lower Limit = 0.025, Upper Limit = 0.139)] did not straddle a zero in below, implying that both functional and monetary values exerted mediating effects on the relationship between PFMII and customer loyalty. This lends support to H8 and H9.


Table  4
Hypotheses Testing (Mediating Effects)

[image: art]

Note: ** p < 0.01, *p < 0.05 (based on two-tailed test)
CI = Confidence Intervals

To check the moderating effect of switching experience, we conducted a multi-group analysis, which tests the coefficient difference between switchers and non-switchers. This study used the following equation introduced by Hair et al. (2013).
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Table 5 provides the results of multi-group analysis, which includes the path coefficients, standard error of the coefficients, and t-values. As can be seen, the effects of PFMII on both functional and monetary valueswere not significantly different across the two groups(β = 0.113, t = 1.371, p > 0.05 and β = 0.087, t = 1.027, p > 0.05), thus indicating thatswitching experience did not exert a moderating effect on the relationship between PFMII and customer perceived value (i.e. both functional and monetary). Therefore, H10 and H11 were not supported.

Finally, we assessed the predictive capacity of the research model by checking the Stone-Geisser’s Q2value (Geisser, 1974; Stone, 1974). According to the rule of thumb, a Q2 greater than 0 (zero) implies that the model has predictive relevance, whereas a Q2 less than 0 (zero) signifies that the model lacks predictive relevance (Fornell & Cha, 1994). By using the blindfolding procedure for an omission distance of 5, we obtained a Q2 value of 0.306 for customer loyalty. This signifies that the research model has good predictive relevance.


Table  5
Results of the Multi-Group Analysis

[image: art]

Notes: p(1) and p(2)are path coefficient of Group 1 and Group 2, respectively; se(p(1)) and se(p(2)) are the standard error of p(1) and p(2), respectively.
** p< 0.01, *p< 0.05, n.s. = non-significant

DISCUSSION AND IMPLICATIONS

This study proposes and tests an integrative conceptual framework of PFMII, customer perceived value, customer loyalty, and switching experience. Previous customer value studies have predominantly focused on the price and quality of products as the value antecedents (see, for example, Cronin, Brady, & Hult, 2000; Jiang, Jun, & Yang, 2015; Oh, 1999). However, in an increasingly hostile business environment, competitive firms no longer keep offering run-of-mill products or just vie on traditional grounds, such as price and quality (Khin, Ahmad, & Ramayah, 2010). For mobile telecommunications service companies, especially, the inevitable trend is to continually innovate and develop value-enhanced products in order to outperform competition. To the best of our knowledge, our study is among the first to examine and empirically verify the linkage between PFMII and customer perceived value in the context of mobile internet service. From a theoretical perspective, the present study successfully extends Sweeney and Soutar’s (2001) PERVAL model by incorporating PFMII as the key precursor of customer perceived value. Furthermore, in contrast to previous studies that examined the effect of innovation on customer loyalty (e.g. Lee, 2010; Nemati, Khan, & Iftikhar, 2010) or the effect of perceived value on customer loyalty (e.g. Eid, 2013; Jiang et al., 2015), we theoretically assert and empirically confirm that customer perceived value (i.e. both functional and monetary) are the mediators in the relationship between PFMII and customer loyalty in the mobile internet service setting. This is an important contribution, as it clarifies a mechanism through which PFMII is translated into customer loyalty.


This research also has several practical implications for mobile operators. This study verifies that embarking on marketing innovation initiatives is a viable way for mobile telecommunications service companies to create superior customer value, thus helping them enlarge their loyal customer base. The study’s findings also revealed that engaging in marketing innovation initiatives will improve customers’ quality and price perceptions (functional and monetary values) that will in turn, enhance perceived emotional value by making their mobile internet usage experience more enjoyable. However, since new products in the mobile services market can be easily imitated by competitors in a very short space of time, the duration of the competitive advantage through innovation will be limited in time (van Riel & Allard, 2012). In order to maintain sustainable market leadership, mobile operators need to out-innovate the competition continuously: through creative thinking and anticipating customers’ prospective needs they can offer more and better value to their customers (Kandampully & Duddy, 1999; van Riel & Allard, 2012).

Although the results indicated a lack of significant difference in the effect of PFMII on both functional and monetary values between switchers and non-switchers, PFMII had a greater effect on perceived functional and monetary values for customers with switching experience. This unexpected finding can be explained, at least in part, by the assumption that most switchers are dissatisfied with their previous mobile operators. Customers with poor prior experience will initiate a new business relationship with a reduced comparison level and they will exhibit a higher level of satisfaction relative to those who experienced relatively little change in their comparison level (Ganesh et al., 2000). This explains why switchers will have a greater value perception than non-switchers. Summing up, mobile operators are advised to invest in marketing innovation initiatives because it could be a “killing two birds with one stone” strategy: it helps firms retain existing customers (non-switchers) and in the meantime, gain entirelynew customers (switchers) through the creation of superior value.

As with all studies, this study has some limitations. Firstly, our survey includes only Generation Y post-paid mobile internet users. Future research should include samples from other generational cohorts (e.g. Generation X and Baby Boomers) or types of plan (e.g. prepaid) to enhance external validity. Secondly, as this study employs a cross-sectional design, which does not involve investigation of cause and effect relationships, the results can only imply the association between PFMII, customer perceived value, customer loyalty, and switching experience rather than causal relationships. Finally, this study includes loyalty intention, which is only a tentative measure of behavioural loyalty (Oliva, Oliver, & MacMillan, 1992), as the final dependent variable. However, it is believed that actual loyal behaviour may serve as a better outcome variable to increase the internal validity of the conceptual framework and avoid common method bias. Therefore, future studies should include objective behavioural data (e.g. lifetime duration and average monthly bill) to validate the conceptual framework.
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ABSTRACT

We examine the relationship between career-related practices and knowledge sharing behaviour in Oman. The practices considered in this study are perceived security, employability, and promotion opportunities. Although studies on knowledge sharing behaviour at work are plentiful, limited empirical evidence exists of the role of career-related practices in this regard. Hence, in fulfilling this gap, a survey was conducted among 129 employees at both managerial and professional levels across various industries in Muscat, Oman. Using multiple regression analysis, the results showed that all practices significantly predicted the dimension of knowledge collecting behaviour, but not knowledge donating behaviour. The implications of the findings on the importance of putting in place practices to support and develop one’s career are discussed as a way to promote knowledge collecting in the organisation.

Keywords: employability, job security, knowledge sharing, Oman, promotion opportunity


INTRODUCTION

Knowledge is recognised as an important organisational asset and resource because it helps the organisation to develop its competitive advantage especially in a dynamic environment (Cabrera, Collins, & Salgado, 2006). Toward that end, the organisation has to exploit such resource to its advantage. One way how this can be done is by encouraging employees to share their knowledge with each other members in the organisation (Cabrera et al., 2006). Here, knowledge refers to both the explicit and tacit knowledge that the individuals possess (Wyatt, 2001). Of the two, organisations have a bigger challenge in harnessing the tacit knowledge to their advantage because such “disappears” the moment the “owners” leave the organisation, and more importantly, when the owners of the knowledge are part of the core employees (Hall & Moss, 1998; Chiang, Han, & Chuang, 2011; Willman, O’Creevy, Nicholson, & Soane, 2001).

Studies on knowledge sharing behaviour are increasing in number over the years, reflecting the importance of knowledge acquisition, transfer and application in the organisation. One of the research streams pertains to investigating the factors that promote (or inhibit) knowledge sharing behaviour at work. Although personal factors, such as personality variables have been found to be significantly associated with knowledge sharing behaviour (Matzler, Renzl, Müller, Herting, & Mooradian, 2008; Matzler, Renzl, Mooradian, von Krogh, & Mueller, 2011; Mooradian, Renzl, & Matzler, 2006), we are more interested in investigating organisational factors. Because knowledge sharing and knowledge transfer are important in helping the organisation develop its competitive advantage, the organisation has to provide a conducive work environment to encourage employees at all levels to share and transfer their knowledge. Consistently, according to Robbins, Judge, Millett, and Boyle (2013), a good working environment has a significant bearing on individual behaviour at work. In line with this argument, researchers have considered organisation factors, such as rewards/incentives system (Bartol & Srivastava, 2002; Cabrera et al., 2006; Kulkarni, Ravindran, & Freeze, 2006; Yao, Kam, & Chan, 2007), and organisational culture/climate (Ismail Al-Alawi, Yousif Al-Marzooqi, & Fraidoon Mohammed, 2007; Bock, Zmud, Kim, & Lee, 2005).

One important organisational factor that has not been considered in past literature is related to career development practices. Even though previous works have shown that high-commitment HRM practices, such as employment practices, appraisal, competitiveness, fair compensation, and comprehensive training and development enhance individual knowledge-sharing behaviour (Chiang et al., 2011; Fong, Ooi, Tan, Lee, & Chong, 2011), specific career-related practices are yet to be investigated. We contend that career development practices, such as the provision of job security, promotion opportunities, and employability are likely to promote knowledge sharing behaviour in the organisation because they are signals of management support toward personal career growth and development (Foong-Ming, 2008). The argument is consistent with Social Exchange Theory (SET) Blau, (1964) that postulates that individuals assess the benefits and costs in deciding whether or not to pursue their relationship or exchange with others. Implicit in this definition is that the relationship or exchange is governed by the norm of reciprocity (Gouldner, 1960) whereby people should return the benefits given to them in a relationship. In the employment context, when employees perceive that the management has given them the necessary support, the former is likely reciprocate by demonstrating positive behaviour, such as knowledge sharing. Studies indicate that when the organisation is perceived to have provided the necessary support for personal career development, employees are likely to have a lower turnover intention (Foong-Ming, 2008) and be more satisfied in their job (Chen, Chang, & Yeh, 2004; Kim, 2002). Hence, given the gap in the existing literature and in response to the recommendation made by Wang and Noe (2010), who suggest that more research should be conducted in examining the organisational context purported to such behaviour, we attempt to investigate the role of career-related practices in knowledge sharing behaviour.

Secondly, our study adds to the literature in knowledge sharing in a different cultural context. We chose Oman in particular for several reasons. Most studies on knowledge sharing have been carried out mainly in the West (e.g., Auh & Menguc, 2013; Cabrera et al., 2006; Van den Hoof & Van Weenen, 2004). Increasingly, more studies have been conducted in the East such as China (Ardichvili, Page, & Wentling, 2003), Taiwan (Wang & Houe, 2015; Wu, 2013), Singapore (Jer Yuen & Shaheen Majid, 2007), Malaysia (Fong et al., 2011), and South Korea (Bock et al., 2005). Studies in the Middle Eastern region, in particular, are scarce. Given the vibrant and dynamic environment of this region, particularly the Gulf Countries of Saudi Arabia, Bahrain, Kuwait, Qatar, UAE, and Oman, and the increasing role it plays at the world stage economically, socially, and politically, it is unfortunate that studies of this sort are scarce. We argue that examining knowledge sharing behaviour is more critical in this part of the region. The Gulf hosts a substantial number of guest workers (i.e. expatriate workers or foreign workers), who primarily work on a contractual basis. Among them, retaining skilled and professional employees is one of the biggest challenges facing many organisations (Iqbal, 2010; “UAE firms grapple with,” 2008). Also, due to localisation policies, local nationals tend to job hop, looking for better career opportunities (Maceda, 2014). In this situation, organisations are at risk of losing the knowledge, especially the implicit knowledge the employees have when they decide to leave or are forced to leave. In this employment context, we are interested in understanding how knowledge sharing is affected. In this present work, we are concerned with examining the phenomenon of knowledge sharing behaviour at the individual level because knowledge essentially rests with the individual and it is the collective knowledge that influences team and organisational effectiveness (Cabrera & Cabrera, 2005; Wang & Noe, 2010).

Toward meeting our research objective, we organise this paper as follows. Next, we discuss the relevant literature on knowledge sharing is presented, leading towards the development of the research hypotheses. Then, we proceed by explaining how the present study was conducted and data analysed. Results of the analyses are presented next, followed by a discussion on the findings. Some concluding remarks, limitations of the present research, and implications of the findings to practice and future research are offered next.

LITERATURE REVIEW

Knowledge Sharing Behaviour

Although there is no consensus among scholars on what constitutes knowledge and how it is different from information, we agree with researchers who contend that distinguishing the two terms in knowledge sharing research lacks practical significance (Bartol & Srivastava, 2002). In this context, we adopt the perspective of Wang and Noe (2010), who assert that knowledge is information processed by individuals relevant for individual, team, and organisational effectiveness. However, the organisation has to effectively exploit such processed information or knowledge for its benefit. Here, encouraging employees, especially the experts to share their knowledge with others in the organisation becomes crucial (Wang & Noe, 2010). De Vries, Van den Hooff, and De Ridder (2006) define knowledge sharing as the process where individuals mutually exchange their tacit and explicit knowledge thereby jointly creating new knowledge. Because knowledge sharing involves, at least, two individuals, it suggests that in this process one individual acts as the supplier of knowledge and the other as the recipient of knowledge (Ardichvili et al., 2003). But, these roles are not static as they can move back and forth during the exchange. Following De Vries et al. (2006), we identify two central behaviours of knowledge sharing: knowledge donating and knowledge collecting. While knowledge donating involves communicating one’s personal intellectual capital to others, knowledge collecting refers to consulting others to get them to share their intellectual capital. A personal who donates (or brings) knowledge acts as a knowledge supplier, while a person who collects (or gets) knowledge is referred to as a knowledge recipient (De Vries et al., 2006).


Perceived Career-related Practices and Knowledge Sharing Behaviour

We define career related practices as practices implemented by the organisation to help employees plan and develop their long-term career. These practices represent high-commitment HRM practices (Foong-Ming, 2008), which are generally defined as practices that are put in place to induce high commitment and motivation from employees (Chiang et al., 2011; Whitener, 2001). An organisation that takes its responsibility seriously for its employees will provide the necessary support and resources to enable them to grow and develop their career. When the organisation is perceived to be doing that, the employees are likely to develop a sense of commitment and are likely to be motivated in their job. Previous works have shown that high-commitment HRM practices, such as employment practices, appraisal, competitiveness, fair compensation, and comprehensive training and development enhance individual knowledge-sharing behaviour (Chiang et al., 2011; Fong et al., 2011). Using social exchange theory as their foundation, Chiang et al. (2011) argue that such practices were perceived to be a significant organisational support, which forms the basis for employees to reciprocate the contribution made the organisation by engaging in knowledge sharing behaviour.

Three career-related practices are examined in the present study. They are job security, promotional opportunities, and employability. We choose these practices because we believe that they represent the important components of how an organisation should develop the careers of the employees (Eby, Allen, & Brinley, 2005). For instance, if the employees wish to develop a long-term career with the organisation, job security is pre-requisite.

Perceived Job Security

According to Maslow’s (1943) hierarchy of needs, within the employment context, job security represents the need for security. Job security can be understood as “a psychological state in which workers vary in their expectations of future job continuity within an organisation” (Kraimer, Wayne, Liden, & Sparrowe, 2005, p. 390). Because job security denotes job stability, it has been found to be associated with positive work outcomes such as organisational commitment (De Witte & Näswall, 2003). Also, when individuals perceive that their job is insecure, their health and well-being will be negatively affected (De Cuyper, Baillien, & De Witte, 2009; Silla, Gracia, & Peiro, 2005). In their meta-analytic study on job insecurity and its consequences, Sverke, Hellgren, and Naswall (2002) found the negative effect of job insecurity on job satisfaction, trust, and performance.


Although studies on job security and knowledge sharing behaviour are nonexistent, we postulate that when individuals perceive their job to be stable and secure, they will likely to share their tacit and explicit knowledge with their peers and other individuals in the organisation. Providing job security is a form of organisational support (Laschinger, Purdy, Cho, & Almost, 2006). According to the norms of reciprocity and social exchange theory (Blau, 1964), when the employees perceive that the organisation has shown the necessary support, they are likely to return such favor by engaging in positive behaviours. Studies have shown that perceived organisational support enhances pro-social behaviours such as helping behaviours (De Cuyper, Schreurs, Elst, Baillien, & De Witte, 2014). Indeed, knowledge sharing behaviour is generally assumed to share similarities with prosocial behaviours (Gagné, 2009). Hence, we conjectured that:


H1: Perceived job security is positively related to knowledge sharing behaviour.



Perceived Promotional Opportunities

Advancing through the hierarchical ladder within the organisation is typically how individuals develop their career (Dessler, 1991). When an employee is promoted, it shows that he or she has performed as expected. As part of the internal career development program, the organisation should clearly communicate to the employees the policies and procedures regarding internal promotion. In this way, they are likely to perceive that they have the opportunity to be promoted when and if they have met the relevant job requirements. As promotion normally involves the assessment of necessary skills and abilities, an organisation that provides training for skill and knowledge enhancement is likely to be perceived as giving the necessary support (Wickramasinghe, 2010). In other words, giving an opportunity for internal promotion can be perceived as a way the organisation values its employees (Foong-Ming, 2008).

Although previous work is limited, the existing empirical evidence indicates that promotional or career advancement opportunities are related to various work-related attitudes and behaviours, such as job satisfaction (Ellickson, 2002), turnover intentions (Stahl, Chua, Acliguiri, Cerdin, & Taniguchi, 2009), and job stress (Wickramasinghe, 2010; Yang, Che, & Spector, 2008). Further, consistent with social exchange theory and the norm of reciprocity, we speculate that promotional opportunities will enhance knowledge sharing behaviour because by doing so the employees can return the “favor” to the organisation.


A promotion typically comes with a rise in pay, greater work challenges and responsibilities, higher status and more autonomy (Foong-Ming, 2008), which are likely to motivate the employee to demonstrate better job performance in the future. According to expectancy theory, when individuals are able to connect between effort, performance, and reward, they will be motivated to perform well (e.g., share knowledge), especially when the reward is perceived to be valuable (Lawler & Suttle, 1973). Understanding that promotion can be instrumental toward organisational effectiveness, it is imperative that the employees are given the opportunity to enhance their career through internal promotion. Thus, we hypothesised the following:


H2: Perceived promotional opportunities in the organisation are positively associated with knowledge sharing behaviour.



Perceived Employability

Because organisations have to operate in a turbulent and dynamic environment that forces them to rapidly respond to changes, delayering, restructuring and flattening of the organisations have become the strategic options (Chay & Aryee, 1999). The way the organisations do their business has undoubtedly changed the employment relationship. Many organisations are no longer able to provide a lifetime employment to employees (Hall & Moss, 1999; Matanle, 2006), prompting them to self-manage their careers (Briscoe & Hall, 2006; Sturges, Guest, Conway, & Mackenzie Davey, 2002). Indeed, career self-management has now taken the center stage within the debates of career planning where the individuals play a much bigger role in developing and managing their career (Chay & Aryee, 1999). However, even though employees may now have to rely on themselves to develop their careers (Chay & Aryee, 1999), the organisation still has the responsibility to provide the necessary support for the employees to personally growth and develop (Yousaf & Sanders, 2012), either inside or outside the organisation (Briscoe & Hall, 2006; Sturges et al., 2002). Helping the employees to become employable by providing the necessary resources and opportunities is one way the organisation can facilitate their career development (Hall & Moss, 1998; Yousaf & Sanders, 2012).

Employability can be defined as the workers’ perceptions about available job opportunities inside or outside the organisation (Berntson & Marklund, 2007; De Cuyper et al., 2014). Yousaf and Sanders (2012) note that companies offer employability practices such as systematic competency development, personal career plans, and on-the-job training are offered as ways to improve a person’s attractiveness to the inside and outside labor market when needed. These practices enable employees to acquire portable and marketable skills (Hall & Moss, 1998), which will enable them to be more employable.

We speculate that employees who perceive that they are employable are likely to share their resources and knowledge with their peers and other individuals as a way to reciprocate to the provision of the necessary support given by their organisation. By sharing their knowledge with other people, they are helping the organisation to perform better. Being employable then serves as an incentive to return the “favor” given by the organisation by engaging in positive behaviours. Indeed, perceived employability was found to reduce workplace bullying (De Cuyper et al., 2009), which is a negative work outcome frowned upon by organisations (Zapf & Einarsen, 2001). In their study on 230 academic staff at a public university in Pakistan, Yousaf and Sanders (2012) found a positive relationship between employability and affective organisational commitment. They discussed their finding in terms of the norm of reciprocity, noting that the positive perceptions of employability arouse individuals’ emotional attachment with the organisation as a reciprocation of what they receive. Various studies have found that positive work attitudes like organisational commitment lead to positive behavioural outcomes such as helping behaviour (Deckop, Cirka, & Andersson, 2003), which is a dimension of organisational citizenship behaviour (Schappe, 1998).

Based on the arguments above, we hypothesised the following:


H3: Employability is positively associated with knowledge sharing behaviour.



METHOD

Research Context

The Sultanate of Oman is one of the countries in the Middle East that make up the Gulf Cooperation Council (GCC) along with Qatar, Saudi Arabia, Kuwait, United Arab Emirates, and Bahrain. The modern history of the Sultanate of Oman started with the ascension of Sultan Qaboos bin Said Al Said to the throne in 1970, taking over the helm from his father. Charismatic and visionary, rapid economic development soon followed after the exploitation of the country’s primary resources of oil and gas in 1973. However, lack of skilled local workforce meant that the country had to import foreign laborers. Citing job market statistics in Oman, De Bel-Air (2015) reported that foreign nationals made up 26.5 percent of the total population in 1993, 23.9 percent in 2003, and 36 percent in 2009 when the global financial crisis occurred.


Unemployment among its nationals, reaching approximately 15 percent in total and close to 30 percent among the youth group, has prompted the Omani government to re-assess its policy on foreign workforce (De Bel-Air, 2015). The Omanization policy, put in place in 1988, aims to reduce the dependency on foreign workforce and expand the proportion of Omanis in the labor force (De Bel-Air, 2015). It is the dynamic feature of the job market in Oman where guest workers and the nationals are in constant and active contact with each other that has motivated us to explore the issue of knowledge sharing behaviour in the country. Secondly, we chose Oman due to practicality purposes.

Sample and Data Collection Procedure

We conducted a survey among 129 participants who had managerial and professional/technical jobs across diverse organisations in Muscat, Oman. We chose this group of participants because they possess the core knowledge related to the organisational operations. Furthermore, the organisation will lose the invaluable resource if they leave the organisation. This is because they will take with them both the explicit and, more importantly, the tacit knowledge (Chiang et al., 2011; Willman et al., 2001) when they leave. Because we assume that knowledge sharing behaviour is an individual activity, the unit of analysis was individual.

To help with data collection, we recruited some undergraduate students. They were carefully trained to handle the survey. For instance, they were clearly told who should be eligible to participate, how the survey should be administered, etc. To ensure the validity of the participants, we required that our recruiters returned the complete survey along with each participant’s business card. We then randomly called some of the participants to verify their participation. The issue of anonymity and confidentiality did not arise because we did not use the business card to identify the participants, but merely as a control tool. While such method of data collection may open to potential systemic bias, our dataset indicated that the participants somewhat mirrored our population of nationals and guest workers (skilled and professional) (De Bel-Air, 2015; International Labor Organization (ILO), 2010).

Before the survey was administered, the questions were validated by a senior faculty member at the university where the authors are attached to. It was also pretested to a number of employees for any ambiguity. Their feedback was later incorporated into the final survey. To encourage the participants to complete the survey, an introduction letter detailing the purpose, importance, confidentiality and anonymity, and voluntariness was prepared.


Table  1
Profile of the Participants



	Items
	Frequency

	%




	Gender
	
	



	• Male

	77

	59.7




	• Female

	52

	40.3




	Status

	
	



	• Married

	85

	65.9




	• Single

	42

	32.6




	• Divorced\widowed

	2

	1.6




	Education

	
	



	• Others

	3

	2.3




	• Diploma\Technical certificate

	19

	14.7




	• BA/BSc

	60

	46.5




	• MA/MBA

	36

	27.9




	• PhD/DBA

	11

	8.5




	Religion

	
	



	• Islam

	102

	79.1




	• Christianity

	14

	10.0




	• Hinduism

	9

	7




	• Others

	2

	1.6




	Job type

	
	



	Managerial
	65

	50.8




	Professional
	63

	49.2




	Industry

	
	



	• Oil and gas

	19

	14.7




	• Health care

	5

	3.9




	• Banking\finance

	23

	17.8




	• Telecommunication

	5

	3.9




	• Education

	48

	37.2




	• Aviation

	1

	0.8




	• Others

	23

	17.8




	Work sector

	
	



	• Private

	89

	69




	• Public

	40

	31




	Nationality

	
	



	• Omani

	81

	62.8




	• Non-Omani

	45

	34.9




	Type of organization

	
	



	• Local Omani company

	109

	84.5




	• Foreign company

	20

	15.5




	Age

	Mean
	= 35 years



	Tenure

	Mean
	= 5 years




 


Table 1 shows the profile of the participants. As shown by the table, slightly more than half of the participants were male (59.7%). The majority were married (65.9%), had university degrees (82.9%), Muslims (79.1%), worked with private companies (69.0%), were Omanis (62.8%), and were attached to local Omani organisations (84.5%). Half of the participants worked in managerial/supervisory jobs (50.9%), while the remaining had professional/technical jobs (49.2%). Slightly one-third of them worked in the education sector (37.2%) and the remaining worked in various industries. On average, the participants were 35 years old and had been working with the current employer for five years. On average, foreigners had been working in Oman for eight years and outside their own country for 12 years. An overwhelming majority of non-Omanis (95.6%) were self-initiated expatriates, while the small number was sent to work in Oman by their parent company.

Measures

Knowledge sharing behaviour

As mentioned earlier, two central behaviours of knowledge sharing, following De Vries et al. (2006), were identified: (a) knowledge donating, communicating one’s personal intellectual capital to others; and (b) knowledge collecting, consulting others to get them to share their intellectual capital. The instrument developed by De Vries et al. (2006) was used to measure the two dimensions. Each dimension was measured by four items on a five-point Likert scale, ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree.” A sample item of knowledge donating is, “I share information I have with my colleagues” while a sample item of knowledge collecting is, “I like to be informed of what my colleagues know.” In their studies, the reliability coefficient of donating was 0.84 and of collecting was 0.75.

Perceived job security

Job Insecurity Scale (JIS) with four items developed by De Witte (2000) was employed in this study. However, because we were concerned with job security rather than job insecurity, items that reflected job insecurity were reverse-scored on a five-point Likert scale, ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree.” The instrument has been used and validated across countries and in different employment settings (De Cuyper et al., 2014).

Perceived promotional opportunities

We employed four items to measure perceived promotional opportunities, in which two items were adopted from Nelson, Basu, and Purdie (1998), which were found to have a reported reliability of 0.73 (Sommer & Kulkani, 2012) and additional two from Lichtenstein and Alexander (2000). On a five-point Likert scale, ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree,” participants were asked to indicate their degree of agreement or disagreement on items like “There are insufficient opportunities for advancement in this organisation (R)” and “I do not have the opportunity to develop myself for the future (R).”

Perceived employability

Four items developed by De Witte (1992, as cited in De Cuyper et al., 2014) were used to measure perceived employability. All items were measured on a five-point Likert scale, ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree.” A sample item was “I am confident that I could quickly get another job”. The instrument was chosen because it has been used earlier in a large European project among workers from different sectors and has been employed successfully also in other studies (e.g., De Cuyper, Van der Heijden, & De Witte, 2011; De Cuyper et al., 2014). The four-item measure was reported to show a high reliability coefficient of 0.85 in De Cuyper et al.’s (2014) study.

Demographic variables

Table 1 shows the personal information we sought from the participants. In addition, we also asked non-Omani participants their passport nationality, how long have they been working in Oman, how long they have been working outside their country of residence, and whether they initiated their expatriation or sent by their parent company.

RESULT

The mean, standard deviations, correlations, and reliability coefficients of the instruments used are shown in Table 2. As shown, employability and security had a positive and significant relationship with knowledge donating and collecting. No significant correlation was found between perceived promotional opportunities and knowledge donating nor knowledge collecting.

In addition to the Pearson correlation analysis, we wanted to know which career-related practices were the strongest predictor of knowledge sharing and donating. Two regression models were built, each on different knowledge dimension.


We found that the first model of knowledge donating was not significant (F = 2.32, df = 3, p = 0.79). However, the second model of knowledge collecting was significant. Table 3 shows that the three career-related factors explained significantly close to 10 percent of the variance in knowledge collecting (F = 4.31, df = 3, p = 0.01). The small variance explained suggests that other factors not considered in the present study influence knowledge collecting behaviour. This finding presents an opportunity for future research to carry out more studies on the factors that affect knowledge collecting behaviour.


Table  2
Mean, Standard Deviation, Inter-Correlations and Reliability Coefficients of Variables



	
	1

	2

	3

	4

	5




	Donating
	(0.80)

	
	
	
	



	Collecting
	.56**

	(0.67)

	
	
	



	Employability
	.17*

	.16*

	(0.89)

	
	



	Promotion
	.07

	-.07

	.19*

	(0.84)

	



	Security
	.17*

	.20*

	.09

	.30**

	(0.72)




	Mean
	3.97

	3.95

	3.63

	3.32

	3.95




	Standard deviation
	0.72

	0.60

	0.84

	0.93

	0.71

	




Note:
** Significant at 0.001 (one-tailed test).
* Significant at 0.05 (one-tailed test).
Reliability coefficients are shown in the parentheses.

 

Table 3 also shows that each career-related practice predicted significantly knowledge collecting behaviour (using the cut-off point of 0.05 significance level), but only promotion opportunities had a negative relationship with knowledge collecting behaviour. This suggests that as promotion opportunities are perceived to be more available in the organisation, the less likely employees engage in knowledge collecting behaviour. However, employability and security had positive relationships with knowledge collecting behaviour, suggesting that the more employable and the more secure the job is perceived to be, the more likely employees will learn from their peers at work. In this regard, the finding provides empirical support for H1 and H3 but not H2.


Table  3
Regression Analyses on Knowledge Collecting



	
	
Unstandardised coefficients

	Standardised coefficients

	
t

	
Sig.




	B

	Std. Error

	Beta




	(Constant)

	3.03

	0.36

	
	8.49

	0.00




	Employability

	0.13

	0.06

	0.19

	2.16

	0.03




	Promotion

	-0.11

	0.06

	-0.18

	-1.94

	0.05




	Security

	0.20

	0.08

	0.24

	2.69

	0.01




	F

	4.31*

	
	
	
	



	R

	0.31

	
	
	
	



	R2

	0.09

	
	
	
	



	Adjusted R2

	0.07

	
	
	
	




Note: * Significant at 0.01

 

Of the three career-related practices, Table 3 indicates that job security played the strongest predictor of knowledge collecting behaviour.

DISCUSSION

The present study was conducted to examine the influence of career-related factors on knowledge sharing behaviour from the social exchange lens. Interesting results emerge from the data collected among employees working in managerial and professional jobs across diverse organisations in Muscat, Oman. Contrary to our expectation, we found empirical support for the role of perceived job security, perceived employability, and perceived promotional opportunities in knowledge collecting behaviour but not in knowledge donating behaviour. Secondly, we found empirical evidence on the positive role of employability and security in predicting knowledge collecting behaviour, thus supporting our hypotheses. On the other hand, perceived promotional opportunities showed a negative influence on knowledge collecting behaviour, contrary to our prediction.

One of the unexpected results we found is that the model of knowledge donating behaviour was not empirically supported, prompting us to conclude that knowledge sharing behaviour in our sample refers to knowledge collecting behaviour. That is, when employees in our sample share knowledge they engage in learning from others and not in teaching others. If the situation is valid, it is difficult to speculate why this is so. However, trust may be a factor that hinders knowledge donating especially when parties to the sharing activities differ in national cultures (Chin, Yee, & Geok, 2014). In Oman where Omanisation is vigorously pursued, such national project inadvertently may cause uneasiness and anxiety among guest workers as the country attempts to reduce their number and replace them with the local Omanis. Studies indicate that work environment characterized by a lack of autonomy and heightened control are likely to diminish trust (Holland, Cooper, & Hecker, 2015; Laschinger, Shamian, & Thomson, 2001). Trust deficit has been found to have a negative effect on work performance (Colquitt, Scott, & LePine, 2007). Using this body of literature, it is, therefore, plausible to suggest that trust may be a likely factor that explains the absence of knowledge donating behaviour. Indeed, Mooradian et al. (2006) found a significant and positive relationship between interpersonal trust and knowledge sharing in a team. However, we recommend that future studies be conducted on the role of localisation policies in affecting workplace trust.

The positive influence of perceived job security and perceived employability is consistent with previous findings that such practices enhance knowledge sharing behaviour, in particular, the collecting dimension (Chiang et al., 2011; Fong et al., 2011). Job security reduces the feeling of anxiety and stress at work. When employees feel that their job is stable, the feeling of being at ease is likely to encourage them to learn new things at work. Studies have found that reduced stress is associated with positive work behaviour and well-being (Wickramasinghe, 2010; Yang et al., 2008). The higher the perceived employability, the more likely employees will learn from others to further enrich their capital reservoir. Consistent with social exchange theory, employees learn from their peers and other individuals as a way to return the “favor” made by the organisation in facilitating their career development. One of the ways to return the “favor” is by demonstrating positive work behaviour, such as learning from others. Learning from others is a type of behaviour expected from the organisation because by doing so the employees will be able to perform their work better, which collectively will lead to enhanced organisational effectiveness (Cabrera & Cabrera, 2005; Wang & Noe, 2010). Researchers have shown that team learning behaviour enhances the creativity of a team (Hirst, Van Knippenberg, & Zhou, 2009).

Another unexpected result is the negative role perceived promotional opportunities have on knowledge collecting behaviour. This result suggests that the more promotional opportunities are available, the less likely the employees will learn from other individuals in the organisation. One of the plausible explanations for this finding may be that the promotion system implemented in the organisations is not merit-based but rather seniority-based or based on “who you know” or wasta (Swailes & Al Fahdi, 2010), consistent with the collectivist nature of the society that places emphasis on relationships (Reichel, Mayrhofer, & Chudzikowski, 2009). In the Middle Eastern countries including Oman, though largely unaccepted, wasta is being practiced in many spheres of life including employment (Tlaiss & Kauser, 2011). If indeed the promotion system is either largely seniority-based or is infiltrated by wasta elements, then such system may provide a disincentive for the employees to engage in learning behaviour. More research is needed to establish such plausible explanation.

Practical Implications

How are the findings useful to managers and practitioners? To encourage employees to learn from their peers and other individuals, managers needs to examine their current career-related practices particularly the provision of job security and employability. Providing job security may not necessarily be an option for the organisation especially to guest workers who generally have a contractual employment. In light of this, providing another support that helps the employees to be employable is a viable option the organisation can pursue. But, for the local nationals, offering job security can be an effective tool to motivate them to share their knowledge across the organisation. As Oman, like any other countries in the Middle East, faces a somewhat high unemployment especially among its graduates (De Bel-Air, 2015), providing a secure job may motivate them to engage in knowledge sharing behaviour. However, to do this, knowledge management activities that relate to learning, sharing, and application of knowledge can be integrated with policies on job security. Such measure can also be applied when it comes to enhancing the employability of the employees. The organisation can stipulate that the employees share and apply their knowledge with others every time they have completed their training or development programs. In this way, when they decide to leave the organisation voluntarily, relevant knowledge is not lost.

If indeed the promotion system is based on seniority or influenced by wasta, then the organisation has to re-visit such practice as it does not encourage the employees to engage in knowledge collecting behaviour. We speculate that when the promotion system is merit-based that the employees will have the incentive to learn from others because gaining more knowledge allows them to be more competitive.

Limitations

While the findings may have some merit, they need to be interpreted by taking into consideration the limitations the present study has. Firstly, because the correlational nature, causal relations are difficult to ascertain. Though we have framed our understanding from the social exchange perspective, it is possible that knowledge sharing behaviour affects whether or not the employees’ opportunities to secure their job and promotion. To determine this, different research design needs to be considered. Secondly, common method variance (CMV), i.e. variance attributable to the measurement method rather than to the constructs the measures represent (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003) may also pose a threat to the present study. Although we attempted to address this bias administratively by designing the questionnaire in which the participants were guaranteed anonymity and confidentiality, assuring that there were no right or wrong answers, and encouraging them to answer the questions as honestly as possible. We also ensured that ambiguity and vagueness to the items were minimized by pre-testing the questionnaire first, following the recommendation of Chang, van Witteloostuijn, and Eden (2010), we acknowledge that such threat cannot be eliminated entirely. Thirdly, the finding may also not generalisable to a much wider population of employees of different backgrounds.

Conclusion and Future Research Directions

Knowledge sharing research will continue to grow, reflecting the significance of knowledge as an important resource to the organisation in developing its competitive advantage. While our research has managed to fill the gaps in the literature, more research needs to be conducted in this area. Firstly, we recommend that this study is replicated in different contexts, such as Malaysia, which is also hosting foreign workers (both skilled and non-skilled). Engaging in such study will help us develop relevant theories of knowledge sharing. Secondly, the variance explained offers opportunities to investigate other factors that influence knowledge sharing. Studying the topic at the individual and group levels is a possibility. Thirdly, as knowledge sharing does not occur in a vacuum but its occurrence may be conditioned by some factors, examining possible moderators that further promote or inhibit it needs to be carried out.
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ABSTRACT

This study seeks to examine the relationship between regulation, incentives and government policy to R&D (research and development) engineers’ innovative behaviour in Malaysia biotechnology SMEs. This research is empirical study where survey data was drawn from 218 R&D engineers in biotechnology SMEs in Malaysia. The data were analysed using SmartPLS which is Structural Equation Modelling (SEM) tool. The result unfolds that government policy is positively and significantly associated with innovative behaviour. Nevertheless, regulation was found significant to innovative behaviour but demonstrates negative magnitude. On the other hand, incentives was insignificant to innovative behaviour. This in turn suggests that government policy is critical to foster innovative behaviour whereby the regulation enforcement that indicates disequilibrium possess by higher compliance cost be a disincentive for the R&D engineers to act innovatively. Contradict to previous studies, the insignificant relationship between incentives and individual innovative behaviour, possibly influence by lack of coordination, monitoring and vetting system with regards to the incentives distribution.

Keywords: regulation, incentives, government policy, innovative behaviour, R&D engineers, biotechnology SMEs.


INTRODUCTION

Biotechnology industry has become new promising economic driver in the age of bioeconomy era to spearhead Malaysia innovation performance and government realisation towards high income nation in 2020. The utilisation of biotechnology as a new source of technology to prosper multi-billion dollar industry such as pharmaceutical, agricultural, medical and alternative energy, propelled by constructive government intervention through effective policy measures, economic stimulus as well as dynamic innovation ecosystem that effectively link all business stakeholders such as government, biotechnology companies, academic institutions, public research institution and supporting agencies to boost research, development and commercialisation (R&D&C) activities in tandem with bioeconomy transformation programme (BTP) and national biotechnology policy (NBP). Towards the end, diligent commercialisation of innovative products and services are crucial to the successful of bioeconomy and more importantly, economically profitable for the government investment to ensure the sustainability of the government efforts in the industry future endeavour. Realizing this, human capital that possess higher degree of entrepreneurship is essential to fuel the prosperity of economic activities in the industry.

The entrepreneurial human capital particularly among R&D profesionals has captured greater attention among scholars in knowledge intensive industry (Scott, 2006). In the similar manner, the emerging awareness on intrapreneurship concept has unveilled the neccessity of entrepreneurship among individual in the organisation as entrepreneurship conventionally related to the entrepreneurs or business owners (Antoncic, 2007). Consistent with Schumpeter’s (Schumpeter, 1949) view, entrepreneur is the agent of change that stimulate the destruction economy by introducing new market through novel breakthrough thus upsetting the conventional ways of doing things. Towards the end, the entrepreneurial R&D professionals is facilitated by greater extent of innovativeness that spur economic activities in the industry. In contrast to ordinary R&D professionals, the innovativeness of R&D professionals is equipped with proactive integration with their social environment in pursuing the opportunities that enable to deliver economic outcome. Their interaction with social environment will facilitate diffusion of knowledge, information and expertise thus enhance their creativity in generation of new ideas. In addition, the socialisation with the stakeholder in the industry such as government agency as well as venture capitalist would enhance the implementation of creative ideas particularly in getting the financial assistance which hardly funded by other financial institution due to high gestation period in biotechnology industry that posess significant uncertainty and risk to the financial institutions. This in turn emphasise the importance of innovative behaviour among R&D professionals in biotechnology industry to ensure the sustainability of the industry.

Theoretically, the extant research on innovative behaviour among employees is still embryonic (Agarwal, 2014) where intense effort has been done to conceptualised innovative behaviour from within-organisational perspective. Nevertheless, the behavioural scholars’ early endeavours to understand individual innovative behaviour is initially stem from the perspective of individual factors such as personality and traits which mainly borrowed from creativity studies. The important of contextual factors has been acknowledged utmost significant to contribute individual innovative behaviour due to the fact individual innovative behaviour is socially-oriented. It is important, however, to recognize that current understanding on the impact of contextual factor to individual innovative behaviour is incomprehensive and limited to the microenvironment such as organisation and job variables hence mainly build from social exchange perspective (Blau, 1964) while macroenvironment property of the innovation such as institutions environment where the knowledge and other resources is magnificiently diffuse is neglected. In contrast to other industry, the dynamic innovative behaviour in high technology and knowledge intensive biotechnology industry requires exceptional level of the resources to possess innovative behaviour which naturally constrained by the organisation. Evidently, a study by Scott and Bruce (1994) found a negative insignificant relationship between resource supply in large R&D facility and innovative behaviour due to threshold effect. Consistent with resource dependency theory (Pfeffer & Salancik, 1978), this in turn demonstrates that the organisation requires resources from their external environment to foster innovative behaviour. Drawing from institutional theory (Scott, 2001), this study intends to examine the relationship between institutional factors to innovative behaviour among research and development (R&D) engineers in biotechnology SMEs. This study contributes to the extant literatures in several ways. Firstly, despite focusing individual innovativeness from the perspective of microenvironment such as organisational tenets and job scope, this research add the extant literatures by modelling and examining the relationship between institutional elements such as regulation, incentives and government to innovative behaviour. Modelling institutional factors to individual innovative behaviour thus enable greater understanding on the extent of impact of institutional environment to enhance innovation capacity of R&D professionals particularly in biotechnology industry. Secondly, this research attempts to integrate the institutional theory to innovative behaviour which relatively being taken for granted in previous studies due to the fact that the institutional environment is crucial to shape the social interaction between actors (North, 1990) in the interaction loop of the innovative system (Malmberg & Power, 2005). Thirdly, this research will provide empirical evidence based on survey method that measure the innovative behaviour of the engineers and institutional factors based on the engineers’ perception in spite of number of previous empirical studies are solely dependent on panel data analysis (Jaffe & Palmer, 1997) and qualitative method. Gathering the data based on the individual perception on their environment will enhance greater understanding on their interaction with social environment (North, 1990).

THEORETICAL BACKGROUND AND HYPOTHESES

Individual Innovative Behaviour

Fundamentally, individual innovative behaviour is conceptualised as a complex (Janssen, 2000) and yet incontinous multistage process where individual may engage in any stage of innovative behaviour (Scott & Bruce, 1994). It includes idea generation, idea promotion and idea realisation towards innovation outcome (Kanter, 1988; Scott & Bruce, 1994). According to West and Farr (1990), individual innovative behaviour is termed as “all individual actions directed at the generation, introduction and application of beneficial novelty at any organisational level”. In high technology industry, R&D professionals such as R&D engineers often been viewed as individual who possess greater degree of innovative behaviour (de Jong & Den Hartog, 2008; Scott & Bruce, 1994). It is due to the fact that commercialisation is paramount in high technology such as biotechnology industry which mainly drives by engineering of scientific knowledge into innovative outcomes. The commercialisation stems from the generation of creative ideas and solutions derived from the external cues and discrepancy in current applications. In a great extent of literatures, several scholars (Kanter, 1988; Van de Ven, 1986) emphasize individual innovative behaviour as the creation and execution of new ideas that requires greater integration with others in their external environments such as funding agency and academic institutions. As such, the realisation of the creative ideas requires coalition building and support with organisational members as well as external agency such as funders and regulatory bodies in order to seek for sponsorship and supports. Finally, the implementation of creative ideas is attained through model and prototype building that foster the commercialisation of innovative outcome. This in turn indicates that innovative behaviour is socially-oriented in order to attain critical economic resources and opportunities to spur innovative ventures.


Determinants of Individual Innovative Behaviour

The nature of innovative behaviour that is socially-oriented casts the important role of environment factors as substrates in the mechanism of innovative behaviour. Evidently, enormous amounts of studies on innovative behaviour has pictured organisational factors such as leadership (Odoardi, Montani, Boudrias & Battistelli, 2015), organisational climate (Ren & Zhang, 2015), leader-member exchange (Tastan & Davoudi, 2015) and human resource practice (Dhar, 2015) are among prevalent organisational factors. However, a study by Awang, Sapie, Hussain, Ishak and Md. Yusuf (2014) demonstrates that work environment such as leadership, rewards, empowerment, recognition and facilities is insignificant in enhancing innovative behaviour among small and medium enterprises’ (SMEs) employees in Malaysia. Interestingly, the employees’ innovative behaviour in SMEs is stimulating in the work environment that foster learning (Awang et al., 2014). In contrast, Rahim, Salleh, Ahmad and Mustapha (2015) found that innovative behaviour among private sector employees in Malaysia is significantly contributes by the leadership style as well as knowledge management practices in the organisation. Even though leadership style has been acknowledged as essential to stimulate employees innovative behaviour, the inconsistency of the effect to employees innovative behaviour in SMEs probably due to their organic structure in SMEs that less complicated and lack communication barriers between employees and employers. Moreover, the lack of contextualisation in Awang et al., (2014) where innovative behaviour is adapted in general employees and industry in east coast of Malaysia constrained the generalisation of the organisational factors influence on individual innovative behaviour. It is due to the fact that subsectors as well as job factors plays a significant role in innovative behaviour. In particular, Bysted and Hansen (2015) found the difference on the innovative behaviour between public sector employees and private sector employees particularly in education, research, social services, post and telecom subsectors. However, the difference is neither relatively explained by the job factors such as autonomy and expectancy clarity nor organisational factors namely room for innovation and risk culture.

The overemphasised on the organisational and job factors, however, constrained the explanatory variance of innovative behaviour particularly in high technology SMEs. This research argues that the availability and accessibility towards critical economic resources such as knowledge and financial resources in the commercialisation is utmost importance thus emphasised the role of macroenvironment such as institutional factors. The strong link between R&D and institutions (Vargo, Wieland & Akaka, 2015; Wang, 2013) has been seen crucial particularly in biotechnology industry in Malaysia (Ahn & York, 2011). Therefore, this research is conducted to examine the impact of institutional factors such as regulation, incentives and government policy to innovative behaviour.

Institutional Factors

The fast-changing environment has given weight to the role of institutions to drive the development and grow of small and medium enterprises (SMEs) particularly in biotechnology industry particularly in developing economy which substantially differs with developed economy. In essence, institutions are relatively related to the rules and regulation (North, 1990; Scott, 1995) as well as cognitive infrastructure (Scott, 1995) that devise the social interaction (North, 1990; Scott, 1995). Drawing from institutional theory (Scott, 2001), institutional environment such as rules, norms and culture is crucial to explain the individual behaviour (Scott, 2001; Tolbert & Zucker, 1985). Specifically, the institutional environment will facilitate, spur and regulate the innovation process that cover generation, development, diffusion and utilisation of new knowledge and technology (Carlsson & Stankiewicz, 1995) thus influence the pattern or dynamic of human behavior. The constructive institutions environment and arrangement would become enabler to the individual innovation as it capable to minimize the uncertainty and risk (Ahn & York, 2011) facing by individual as well as reducing transaction cost in making the product available in the market (Welter & Smallbone, 2011). Otherwise, it will demotivate and constrain the innovative performance of the individual.

Realizing that institutional environment is salient to innovation performance of the individual, substantial studies on the innovation performance of biotechnology industry equally captures the crucial role of institutional environment (Ahn & York, 2011; Trippl & Tödtling, 2008). Specifically, the emerging consensus that the innovation performance differs across geographical (Peng, Wang & Jiang, 2008) put forth the distinct institutional environment associated in the national innovation system and regional innovation system. The ideal innovation system should embed with the constructive institutional environment that facilitates the diffusion of technology and market which essential to revive the creative destruction thus motivates the agency towards innovative behaviour.

Build upon institutional theory (Scott, 2001), this study proposes a model to investigate the relationship between institutional elements and innovative behaviour among engineers in biotechnology SMEs. Thorough review of literatures indicates that three main institutional elements such as regulation, incentives and government policy are crucial to stimulate innovative performance in high technology industry thus modelled in this research to stimulate innovative behaviour among engineers in biotechnology SMEs.


Regulation and Individual Innovative Behaviour

Biotechnology industry is naturally being protected by the stern rules and legislation. It is embedded with strong secrecy level due to its complex nature in developing breakthrough and novel outcome by utilising life science technology as well as intensive cooperation with academic society where new knowledge is generated under longer gestation period and overpriced cost. In essence, the effect of regulation is double: constraint or regulative to individual behaviour (Scott, 1995). Conventionally, regulation has been perceived as constraint or barriers to innovation (Hall & Bagchi-Sen, 2002; Trott, 2012) due to higher transaction cost associated with regulatory compliance. Nevertheless, the generalisation of negative effect between regulation and innovative behaviour is limited across industry. As compared to low innovative industry, high technology industry such as biotechnology is highly regulated industry. Therefore, it requires greater support of institutions such as government and other related agency to structure the regulation to incentivise the industry. Porter and van der Linde (1995) emphasize that the regulation empowers the stimulation of innovation which in turn counterbalance the compliance cost to a certain extent or remarkable extent. In fact, there is growing agreement among scholars that legal regulation and administrative environment can exert an important influence on innovation process at local, regional and national level (Ambec, Cohen, Elgie & Lanoie, 2013; Shu, Zhou, Xiao & Gao, 2014).

Even though there are studies demonstrate contradict influence of regulation on innovation (Bessen & Hunt, 2007; Bessen & Meurer, 2008), Porter and van der Linde (1995) contends that the well-designed regulation is a sine qua non. The purposeful and well-designed regulation is capable to stimulate creativity and innovation (Porter & van der Linde, 1995; Welter & Smallbone, 2011). Evidently, comprehensive implementation of environmental regulation was found crucial to enhance innovation performance in the development of green technology (Dechezleprêtre, Neumayer & Perkins, 2015; Jaffe & Palmer, 1997). It is stimulated by the substantial amount of knowledge and information reside in the social and institutional regulation (Lu, Tsang & Peng, 2008; Porter, 1991) that provides opportunities towards development of new technology and incentivize the adoption of creative thinking. In addition, fair implementation of competition acts would provide motivation to the R&D engineers to produce novel and breakthrough ideas and solutions in order to break the stiffer competition (Aghion, Bloom, Blundell, Griffith & Howitt, 2005). The constructive enforcement of regulation in relation to intellectual property acts as motivation and incentive to engage in the innovation behaviour which mainly derive from the competition in becoming the ‘winner of the game’ or the patent holder due to its higher return from monetizing their patent through licensing and direct utilisation (Wright, Pardey, Nottenburg & Koo, 2007). Accordingly, this would simultaneously enhance the innovative behaviour by intensifying their research effort in developing new technology thus leads to innovative performance (Kemp & Pontoglio, 2011). As such, the hypothesis of this study is conjectured as below:


H1a: Regulation will be positively associated with individual innovative behaviour.



Incentives and Individual Innovative Behaviour

Incentives often termed as subsidies, grants particularly research and commercialisation grants as well as tax incentives are among the essential and become the lifeblood in order to ensure the sustainability of biotechnology industry. The long gestation period in biotechnology industry forge the biotechnology companies to heavily rely on the financial assistance and incentives from the government due to the reluctance of commercial financial institution to fund their risky endeavour. Nevertheless, these incentives are provided by the government not only to bear their expensive operation cost but also to enhance the individual’s innovation performance (Romijin & Albaladejo, 2002; Kang & Lee, 2008). Consistent with resource dependency theory (Pfeffer & Salancik, 1978), the individual innovative performance in high technology industry is highly dependent on the availability of resources particularly financial resources towards the generation, promotion and implementation of ideas.

Specifically, the incentives such as R&D and commercialisation grants would provide market-driven opportunity towards new venture and profitable R&D area thus incentivised the innovative behaviour. Notwithstanding, the availability and accessibility of these incentives would enhance risk-taking and experimentation behaviour (Deak & Peredy, 2015) in promoting and implementing their creative ideas. However, the ineffective distributions of incentives often undermines their significant role towards innovation behaviour (Holtz-Eakin, 2000; Lach, 2002; Santarelli & Vivarelli, 2002). Ideally, the effective execution of incentives that yields significant impact to the national innovation performance is largely influenced by the selection process, monitoring and vetting system (Colombo, D’adda & Piva, 2010). The robust incentives structure would stimulate healthy competition among biotechnology companies thus building innovative environment that value the novel and innovative creations. As such, the hypothesis of this study is hypothesised as below:


H1b: Incentives will be positively associated with individual innovative behaviour.



Government Policy and Individual Innovative Behaviour

Government policy constitutes the blueprint that emphasizes the government plan and initiative to their course of action. In order to produce innovative human capital, the government is responsible to provide innovative environment to the industry. Thus, innovative government policy become a trajectory to the development of innovative environment that involved various policy measures. Accordingly, Sharif (2012) emphasised that innovation policy that enable the diffusion of knowledge as well as other critical resources is crucial to fuel innovativeness. In fact, Kosters (2010) manifests that innovative policy should permit the tranferring of human and financial capitals along the social environment while Massa and Testa (2008) underlines that innovation policy should promotes dynamic collaboration between biotechnology companies and academic institutions. The effective government policy therefore, would facilitates the access towards tangible and intangible economic resources that subsequently become the opportunity and motivation in the competitive open innovation. Realising the importance of government policy in determining the direction and fate of the industry, therefore the hypothesis of this study is projected as below:


H1c: Government policy will be positively associated with individual innovative behaviour.
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Figure  1 Research Model




METHODOLOGY

Sample

The unit of analysis in this study is engineers that involved in research and development (R&D) in biotechnology SMEs in Malaysia. The engineers are mainly from biotechnology SMEs that operating in agri biotechnology, healthcare biotechnology and industrial biotechnology. As suggested by Hair, Hult, Ringle and Sarstedt (2013), the minimum number of respondents is determined using three techniques namely the often-cited ten times rule (Barclay, Higgins & Thompson, 1995) that take into account the ten times the largest number of arrow pointing at endogenous contruct which is individual innovativeness, Cohen’s (1992) recommendations that take into consideration the statistical power and effect size as well as performing power analysis using G*Power software (Faul, Erdfelder, Lang & Buchner, 2007). Based on these techniques, the minimum number of respondents in this study is 59 in order to obtain a statistical power of 80% for detecting the minimum R2 values of 0.25 with a 5% probability or error. The Cohen’s (1992) recommendation is followed as this techniques provides higher number of respondents needed as compared to 30 respondents using ten times rule (Barclay et al., 1995) and 27 respondents when performed power analysis using G*Power (Faul et al., 2007). As such, this research was using probability sampling as the list of biotechnology SMEs in Malaysia were gathered and compiled from several directories such as Small and Medium Enterprises Corporation (SMECorp), National Pharmaceutical Control Bureau (NPCB), Ministry of Health, Malaysia (MOH), Malaysian Organization of Pharmaceutical Industry (MOPI), Malaysian Biotechnology Corporation (BiotechCorp), Federation of Malaysian Manufacturers (FMM), Halal Directory (JAKIM), Malaysian Palm Oil Board (MPOB) and Malaysian Technology Development Corporation (MTDC). The biotechnology SMEs were screened based on several criteria. Firstly, the biotechnology company should comply with the SMEs conditions forwarded by SMECorp such as employing not more than 200 full-time employees and their annual sales are below RM50 million (SMECorp, 2014). Secondly, the biotechnology SMEs must involve at least in one of these activities such as biotechnology R&D, manufacturing their own-biotechnology productions or operation of biotechnology related processes, purchase of biotechnology products or processes from others, sales of biotechnology-related services, re-use of biological or renewal materials and involve in manufacturing sector (EPU, 2008). The list were then finalised by eliminating duplication and incompleteness. Due to the fact that the development of biotechnology industry in Malaysia is concentrated at the nine states located at the west coast of Malaysia due to the intense efforts has been given by the government in promoting and developing biotechnology as new technology in various regional economic transformation plan (NCER, Iskandar) and its close proximity with the research university, therefore, cluster sampling was employed in this research where the respondents were sampled in three regions in the west coast of Malaysia such as North (Perlis, Kedah, Penang and Perak), Central (Wilayah Persekutuan, Kuala Lumpur, Negeri Sembilan, Melaka) and South (Johor) regions.

Data collection

1056 questionnaires were distributed to a total of 352 biotechnology SMEs in the three regions. The questionnaire was distributed to the respondents using multimethod technique where some of the questionnaires were e-mailed and some of the questionnaires were self-administered. Participating biotechnology R&D engineers were given two months to complete the questionnaires and the overall collection and distribution took three months to complete. After the stipulated period, 218 useable questionnaires were returned and subsequently analysed, representing a response rate of 20.7 percent.

Measurement and Operationalisation of the Variables

The predictor variables consist of institutional factors that include regulation, incentives and government policy. The regulation, incentives and government policy were measured using six item adapted from Blind (2012), six items adapted from Kolvereid and Obloj (1994) and seventeen items adapted from Huang, Schroder and Steffens (1999) respectively. These predictor variables were operationalise using five-point Likert scale ranging from (1) ‘Strongly disagree’ to (5) ‘Strongly agree’. On the other hand, the dependent variable which is individual innovativeness was measured using nine items adopted from Janssen (2000). The individual innovativeness was then operationalised using seven-point Likert scale ranging from (1) ‘Never’ to (7) ‘Always’. In spite of predictors and dependent variable, there are other extraneous variable such as individual demographic characteristic that might significantly influence individual innovativeness and known as control variable. The selection of the control variable was scrutinised in order to inhibit the misapplication of control statistic (Becker, 2005; Spector & Brannick, 2011) that deflate the power of analysis. Based on previous studies, there were four demographic characteristics that significantly influence individual innovativeness. In particular, gender, age, job tenure and education level significantly associated with individual innovativeness (Janssen, 2000; 2004; 2005; Zhou, Zhang & Montoro-Sanchez, 2011) thus were controlled in this study.


Method of Analysis

This research employed Structural Equation Modelling (SEM) technique particularly SmartPLS (Ringle, Wende & Will, 2005) due to several reasons. Firstly, this research is conjectural where the prediction of regulation, incentives and government policy on individual innovative behaviour is emphasised. Unlike covariance based techniques, the contributions of regulation, incentives and government policy to explain variance in individual innovative behaviour is crucial due to the scanty empirical research that explore these relationships. Hence, SmartPLS was believed suitable as SmartPLS is efficients in handling prediction model (Haenlein & Kaplan, 2004) and provides vigorous structural estimations (Lohmöller, 1989; Reinartz, Haenlein & Henseler, 2009). Secondly, the data in this study was following non-normal distribution and slightly skewed to the left particularly for regulation and incentives constructs. This happened in the present of outliers responses where some respondents disagreed with the conduciveness of the current implementation of regulation and incentives. As a matter of fact, SmartPLS was feasible in this study in accommodating not extreme non-normal data (Hair et al., 2013) as compared to covariance based technique.

RESULT

Sample Profile

85.3% of the respondents are male while the remaining is female. The majority of the respondents are Malay (73.4%) followed by Chinese (21.6%), Indian (3.2%) and other (0.5%). The age of the respondents ranging from 23 to 58 years old with the average of 30.44 years (SD=6.86). Moreover, due to the fact that the respondents are professional employees, the majority (79.4%) of the respondents are holding bachelor degree followed by master degree (8.7%), diploma (5.5%), doctorate (3.7%) and other qualification (2.7%) such as certificate or secondary school leavers (SPM/STPM). The average of the respondents’ organisational tenure is 3.55 years (SD=2.46).

Collinearity Assessment

The assessment indicates that collinearity is not a serious problem among the predictors in this model when all VIF and tolerance values for both subpart of structural model are satisfied and well below the VIF threshold value of 5 and above the threshold value of 0.2 tolerance respectively (Hair et al., 2013) as demonstrated in below.


Table  1
Collinearity assessment



	Predictors
	
Collinearity Statistics




	Tolerance

	VIF




	Government policy
	0.759

	1.318




	Incentives
	0.641

	1.560




	Regulation
	0.792

	1.263





Measurement Model Result

The convergent validity was initially scrutinised by assessing their factor loading, composite reliability (CR) and average variance extracted (AVE). In essence, convergent validity demonstrates the extent or how well indicators in a latent construct correlate to each other. As depicted in Table 2 the factor loading for all constructs exhibits satisfactory loading when all of them a well above 0.5 threshold value as suggested by Hair et al., (2013). In addition, the AVE values which indicates the average percentage of variance explained by the item of the construct are sufficient and above 0.5 (Fornell & Larcker, 1981) ranging from 0.538 to 0.653. Meanwhile, the CR values are adequate when the values exceed 0.7 threshold value (Nunnally & Bernstein, 1994) ranging from 0.840 to 0.944 thus illustrates the substantial homogeneity and consistency of the items within the reflective latent construct.

Moreover, the discriminant validity of the model was assessed to determine that the items are actually belongs to the construct and not related to other construct. As shown in Table 3, the measurement model demonstrates that discriminant validity of constructs is satisfactory when the values of square root AVEs (bold) are bigger as compared to the squared correlations horizontally and vertically. In addition, discriminant validity was established by examining the loading and cross loading. The data demonstrates that the loadings of the items in their respective construct are bigger as compared to the cross loading thus demonstrates that discriminant validity is not a problem in this model (Chin, 1998). Finally, it articulates that the indicators load higher in their constructs rather than other constructs.


Table  2
Item loading, composite reliability (CR) and average variance extracted (AVE) for measurement model



	Construct
	Measurement Items

	Loading

	CRa

	AVEb




	Regulation
	RN2

	0.766

	0.840

	0.636




	
	RN3

	0.824

	
	



	
	RN4

	0.800

	
	



	Incentives
	IN1

	0.641

	0.873

	0.538




	
	IN2

	0.594

	
	



	
	IN3

	0.802

	
	



	
	IN4

	0.669

	
	



	
	IN5

	0.775

	
	



	
	IN6

	0.880

	
	



	Government Policy
	GP3

	0.621

	0.922

	0.546




	
	GP4

	0.610

	
	



	
	GP9

	0.730

	
	



	
	GP10

	0.806

	
	



	
	GP12

	0.802

	
	



	
	GP13

	0.779

	
	



	
	GP14

	0.780

	
	



	
	GP15

	0.656

	
	



	
	GP16

	0.791

	
	



	
	GP17

	0.777

	
	



	Innovative Behaviour
	INN1

	0.767

	0.944

	0.653




	
	INN2

	0.810

	
	



	
	INN3

	0.778

	
	



	
	INN4

	0.865

	
	



	
	INN5

	0.699

	
	



	
	INN6

	0.792

	
	



	
	INN7

	0.864

	
	



	
	INN8

	0.850

	
	



	
	INN9

	0.835

	
	




aAverage Variance Extracted (AVE) = (summation of the square of the factor loadings)/{(summation of the square of the factor loadings) + (summation of the error variances)}
bComposite Reliability (CR) = (square of the summation of the factor loadings)/{(square of the summation of the factor loadings) + (square of the summation of the error variances)}


Table  3
Discriminant validity of constructs



	
	GP

	IN

	INN

	RN




	GP
	0.739

	
	
	



	IN
	0.492

	0.734

	
	
	



	INN
	0.454

	0.166

	0.808

	



	RN
	-0.033

	0.285

	-0.177

	0.797





Diagonals (in bold) represent the square root of the average variance extracted while the other entries represent the squared correlations. GP=Government Policy, IN=Incentives, INN=Innovative behaviour, RN=Regulation.

Structural Model Results

In order to avoid confounding effect, the effect of control variables such as age, gender, job tenure and education level were assessed to the effect of individual innovative behaviour hence yield 0.084 R2 value and insignificant relationships with individual innovative behaviour (Table 4). The 0.084 R2 value indicates that 8.4% of explained variance in innovative behaviour is explained by the aforementioned control variables. The low R2 values as well as insignificant control variables to individual innovative behaviour demonstrate that the respondents differences in such variables does not possess distinct response pattern on individual innovative behaviour.


Table  4
Assessment of control variables



	Control Variables
	Innovative Behaviour




	Beta

	t-Value

	R2 Value




	Age
	0.132

	1.013

	0.084




	Gender
	0.136

	1.023




	Job Tenure
	0.121

	1.019




	Education Level
	0.076

	0.807





 

Next, the assessment of structural model that examines the hypotheses that have been set in this study reveals R2 value of 0.233. In particular, 23.3% of variance in innovative behaviour of engineers in biotechnology SMEs is explained by regulation, incentives and government policy. By employing bootstrapping procedure with 5000 re-samples, only two institutional factors namely regulation and government policy were statistically significant to innovative behaviour while incentives was insignificant. Even though regulation is significant to innovative behaviour, nevertheless, the result shown that the effect of regulation (β= -0.158, p<0.05) to innovative behaviour is negative which contradict to the expectation thus hypothesis 1 is rejected. On the other hand, government policy (β= 0.456, p<0.001) was significant and positively associated with innovative behaviour hence hypothesis 3 is accepted. Unfortunately, hypothesis 2 is rejected when incentives was found statistically insignificant to innovative behaviour (Table 5).
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Figure  2. Structural model




Table  5
Hypotheses testing



	Hypothesis

	Relationship
	Coefficients

	t-value

	Supported




	H1

	Regulation – Innovative Behaviour

	-0.158

	1.899*

	Not supported




	H2

	Incentives – Innovative Behaviour

	-0.014

	0.122

	Not supported




	H3

	Government Policy – Innovative Behaviour

	0.456

	7.078***

	Supported





DISCUSSIONS, IMPLICATIONS AND CONCLUSION

The goal of this study was to examine the impact of regulation, incentives and government policy to innovative behaviour among R&D engineers in biotechnology SMEs. From the statistical standpoint, it reveals that the effect of regulation, incentives and government policy provide mixed results. Among these three factors, government policy was found positively and significantly related to innovative behaviour. In essence, government policy that portrays government commitment through intensive efforts and long term plan will provides the R&D professionals such as engineers with new opportunities and motivation thus stimulate their innovative behaviour. For instance, the intensive effort of Malaysia government towards bioeconomy has structurally materialised national biotechnology policy as well as national innovation system that constructively execute the government focus in developing industry capacity through financially and non-financially infrastructure building that facilitates the transferring of knowledge, resources and expertise. This in turn provides empirical evidence to the emerging qualitative research that government policy is essential to spur innovation performance in biotechnology industry (Ahn & York, 2011; Trippl & Tödtling, 2008) by enhancing the innovative behaviour of the R&D professionals such as engineers. Unlike government policy, the effect of regulation to innovative behaviour is fascinating. The regulation was found significant to innovative behaviour, however, it demonstrates negative relationship with innovative behaviour which deviates many contemporary researches that addressed the positive relationship of regulation to innovation performance (Atkinson & Ezell, 2012; Blind, 2012). Despite suggesting that regulation critical to innovative behaviour, the disequilibrium of regulation imposed by the government might provide threshold effect to the relationship. Due to the fact that innovation requires innovative environment that provides substantial degree of resources such as financial and knowledge (West & Farr, 1990; Trippl & Tödtling, 2008), the lacking of any resources would impede the innovation activities. Hence, further increment of the available resources without improving any deficiency would not enhance but detriment the innovative behaviour. Knowing that biotechnology industry is bounded by costly compliance cost of the regulative regime, the weak monitoring system that protect their breakthrough creation through Intellectual Property Right (IPR) as well as Competition Act increases the market barrier and transaction cost and by no means protect their costly investment in R&D might deflate the incentive of regulation. As supported by rational choice theory (Scott, 2000), this scenario would diminish individual decision towards innovative behaviour as the cost associated to innovation exceeds the benefit gained. On the other hand, contradictory to previous studies (Guan & Yam, 2015), the incentives such as tax relief, subsidies, grants and among others was found insignificant to innovative behaviour among engineers in biotechnology SMEs which intriguing due to the fact that these incentives are essential to drive R&D and commercialisation in knowledge intensive industry. This scenario might happen due to the unconstructive incentives distribution that unable to trigger competition due to the longer gestation period in biotechnology industry where the government will fund similar company over long period of time. The ineffective vetting system that monitors the progress and innovation achievement of the company would impede the motivation as well as competition among biotechnology companies (Colombo, Mustar & Wright, 2010). In fact, the decentralisation and lack of coordination among fund providers in Malaysia would set difference requirement (Ahn & York, 2011) thus inefficiently to spur innovative behaviour among engineers in biotechnology SMEs.

This study provides practical insight to biotechnology industry in several ways. Innovation is essential to biotechnology industry to ensure their competitiveness and sustainability particularly in the knowledge intensive era. Towards the end, human capital particularly R&D professionals such as engineers should behave innovatively to prosper commercialisation of new products, services and method in biotechnology industry. The present study unveils that government policy is crucial to stimulate innovative behaviour among engineers in biotechnology industry. As such, the government should continuously offers and provides structurally plan and initiatives that promote greater collaboration among biotechnology SMEs, academic institutions and other related institutions that enable diffusion of innovation and resources in the innovation system. Moreover, the government should diligently work on the consumerism and market wise by creating consumer awareness towards local bio-based products and services hence creating demand, opportunity and healthy competition to the biotechnology SMEs. In addition the disparity of the regulation enforcement would disincentive the innovative behaviour among engineers in biotechnology industry. Therefore, the government should ensure that the high compliance cost should be complemented with the effective protection regime such as constructive Intellectual Property Right (IPR) and Competition Act to safeguard their investment and confidence which eventually motivate them to taking risk and venture innovative endeavor. With regards to the incentives, the negativity of incentives magnitude to innovative behaviour suggests that current incentives distribution practice is inefficient to stimulate the innovative behaviour among engineers in biotechnology SMEs. Therefore, in order to ensure the incentives are beneficial to the engineers as well as economically sustainable to the government by providing appropriate return on investment, the incentives should be distributed to the company that not only offering commercial value product and services but also economically value to ensure their long term success hence they would become independent and less reliance to government funding. Next, the government should provide robust vetting and monitoring system to stimulate competition among biotechnology companies. Even though various agencies are responsible to facilitates incentives to biotechnology companies, the government should ensure the coordination and organisation of incentives system is functionally centralised with consistent objectives to ensure that various incentives could realise the innovation performance.


This research is confined with several limitations. Firstly, the single source data was employed in this research possibly contaminates the data with common method variance. Therefore, future study should consider multiple source data such as from managers and business owners. Secondly, this research was restricted to engineers in biotechnology SMEs thus might limit the generalisation of the result to other high technology industry and larger companies. As such, future study might validates the model to other high technology industry such as Information Technology (IT), communication, nanotechnology, automotive and so forth. Thirdly, this research is conducted to understand the influence of macroenvironment such as institutional factors to innovative behaviour. Realising this, future study should includes the organisational factors that reflects and enables by the institutional factors that modelled in this research in order to enhance the variance and understanding on individual innovative behaviour.

Given that innovative behaviour is heterogenous and elusive in nature, institutional factors such as regulation, incentives and government policy provides promising avenues in understanding the individual innovation. The aforementioned institutions is not only essential in the innovation performance at the organisational level but also fundamental in stimulating innovative behaviour particularly of the R&D engineers. Hence, the government and policy makers should adapt their institutions practice in order to enhance the generation and implementation of innovation towards sustainable investment.
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ABSTRACT

Contemporarily, tourism sector is a highly competitive environment, which forces tourism players to provide better visitor services in order to stay competitive. In rural tourism, a growing niche in the tourism market, multiple components of environmental constructs play a crucial role in contributing to the sustainability and competitiveness of rural tourism destinations. Hence, this study examines the impact of environment components on development of rural tourism destination competitiveness from a local community perspective. In addition, community support was adopted as moderator variable to examine the relationship among the constructs. 299 respondents comprising of residents of rural tourism in Sarawak, Malaysia took part voluntarily in this study. Data analysis was performed using SPSS Version 21.0 and Smart PLS 2.0 (M3) to assess the developed model, based on path modelling and then bootstrapping. Interestingly, the findings revealed that four of the environmental constructs have had a significant positive impact on destination competitiveness from local communities’ perspective.

Keywords: environmental components, destination competitiveness, community support, local communities, rural tourism destination, Malaysia


INTRODUCTION

Tourism makes a vital contribution of economic benefits to communities (Yu, Chancellor, & Cole, 2011) as well as being a source of growth for a country’s economy (Kalaiya & Kumar, 2015). According to the World Travel and Tourism Council 2015’s report, the economic contributions of travel and tourism industry accounted for about 2.4 trillion US dollar to the world GDP with approximately 105 million jobs opportunities created (WTTC, 2015). In the past decades, tourism has experienced tremendous growth, and visitors are increasingly seeking new places to relax and rest, such as natural tourism destinations (Lin & Yeh, 2013). This interest has attracted increased attention in rural tourism from governments, non-governmental organisations (NGOs), and industry players because of its significant role in leading economy activity and increasing rural incomes (Egbali, Nosrat, & Ali-pour, 2011; Zoto, Qirici, & Polena, 2013).

Malaysia’s tourism industry has ranked as the second most important industry after the manufacturing sector for the last twenty years (Tsonis, Cheuk, Ing, & Razli, 2009), is listed as one of the National Key Economic Areas (NKEA) under the Tenth Malaysia Plan and ranked the ninth most visited country in the world (Lo, Songan, Mohamad, & Yeo, 2013). Furthermore, the Malaysia Government Transformation Program attempted to address the needs of rural communities (PEMANDU, 2010) by creating various programmes, such as the homestay programme, to increase rural communities’ million inbound tourists’ arrivals. With such a large number of tourists, Malaysia’s rural tourism has a significant impact on the country’s economy and a contributor to the nation’s GDP. A large proportion of tourists travel to destinations for relaxation, recreation and getting acquainted with cultural traditions (Egbali et al., 2011). Hence, rural tourism, if equipped with distinct and varied assets, can be a popular tourism destination. Thus, incentives such as accommodation and visitor centre facilities have been developed by Malaysian government for decades (Musa, 2000). Sarawak, rich with various natural heritage and cultural uniqueness bring additional advantages to develop its tourism industry (Er & Simon, 2015). According to Sarawak Corridor of Renewable Energy (2012), Sarawak is targeting for 4 million tourists’ arrival and will be generating employment opportunities up to approximately 30,000 people in the state by the year 2020 (as cited in Er & Simon, 2015, p. 1). Realising the important of tourism industry for the growth of country’s economy, hence it is imperative to enhance the tourism destination competitiveness and sustainability over time.


While tourism is actively promoted by government and also tourism industry players, however, the promotion activities for rural destinations are less advanced (Papeli, Mohamad, & Mehdi, 2007). Lane (2009) highlighted that for rural tourism destinations to achieve competitiveness, their unique characteristics, landscapes, and attractions must be fully leveraged, developed and promoted. Existing research on competitiveness in tourism development has recommended a broad range of perspectives that should be investigated (e.g., Mihalic, 2000; Dwyer & Kim, 2003; Lee & King, 2008; Kim, 2012). In fact, from the limited number of studies on competitive strategies, communities’ perceptions, attitudes, behaviour and involvement in tourism planning (Yoon, 2002) have not been clearly addressed. Furthermore, local community support and access to the natural attractions are keys to success for rural tourism (Melo & Farias, 2014). However, over-exploitation and over-development of tourism activities often reduce the natural resources and communities’ quality of life. Further, development process often ignore communities’ point of view which leads to dissatisfaction among the local residents. Hence, the concept of rural tourism development can be improved. While there are benefits from tourism activities for industry players and local communities (Knollenberg, 2011), extensive growth of tourism without properly plans and controls tend to destroy major tourism attractions (Sanjay, 2008). In fact, rural areas attract tourists based on their distinct culture, history, natural environment, beautiful landscape (Erokhin, Heijman, & Ivolga, 2014; Trukhachev, 2015) and community (unique ethnicity) atmosphere. Hence, without careful management, visitors can destroy sensitive environmental attractions at a location, effectively, “tourism can kill tourism” (Glasson, Godfrey, & Goodey, 1995).

Meanwhile, tourism destination competitiveness is getting much concern from various stakeholders particularly in the rural setting as it is defined as a very important factor for the success of a tourist destination (Cimbaljevic & Bucic, 2015). Undeniably, environmental constructs in tourism development are essential element of destination competitiveness, but support from local community also plays an important role in ensuring sustainability of rural tourism development (Spencer & Nsiah, 2013) and conservation of local resources (Tosun, 2006). If effectively combined, these elements ensure competitiveness of tourism destinations. Undeniable, tourism developments have not only protected the quality of life of residents living near tourism destinations, but also developed a more sustainable tourism industry (Harrill, 2004) for tourism development investors and stakeholders (Rahmani, Hajari, Karimian, & Hajilo, 2013). Even though academicians have studied residents’ attitudes toward rural tourism development, however, this area is constantly overlooked during the initial stages of tourism development (Banks, 2010), which can lead to dissatisfaction in local communities. The outcomes of resident dissatisfaction can be obvious; visitors are not welcomed by residents, which jeopardizes their positive holiday experience (Gursoy, Jurowski, & Uysal, 2002), and eventually affects revisit intentions and word-of-mouth recommendations (Yu et al., 2011).

Overall, properly planning rural tourism is vital as it benefits tourism stakeholders, such as local communities and industry players, and also tourists who experience natural and cultural resources. Thus, this study attempts to examine the effect of environmental constructs (e.g., environmental conservation, tourism infrastructure, carrying capacity, & quality of environment) toward the development of rural tourism destination competitiveness from the local communities perspective and community support adopted as a moderator variable in moderating the relationship among the constructs. The present study makes significant contributions to rural tourism knowledge by investigating rural tourism destination competitiveness from a local community perspective. In addition, this research is unaware of existing research that investigated the relationship between environmental constructs toward destination competitiveness with the moderating impact of community support in the Malaysia context, particularly Sarawak. Hence, this study contributes to the existing literature, and further extends existing knowledge.

LITERATURE REVIEW

Rural Tourism

Rural tourism refers to tourism activity that takes place in the countryside (Ratz & Puczko, 1998) and tourism is known as one of the priority tools for rural planning in Malaysia (Liu, 2006). The broader definition of rural tourism, as defined by Gannon (1988), is a range of activities, services and amenities related to tourism, provided by rural people to attract tourists to their area in order to increase local income. This was later developed and defined as a multi-faced activity that takes place in an environment outside heavily urbanised areas, and is dominated by agricultural pursuits, forestry or natural areas (Beeton, 2006). Recently, rural tourism was also defined as a rural environment which includes natural, cultural, and human experiences for visitors to relax (Erdeji, Gagic, Jovicic, & Medic, 2013). Tourism has contributed to communities’ welfare (local communities), travellers’ experience as well as a country’s income (Peptenatu, Pintilii, Drăghici, & Stoian, 2009). With the decline of traditional agrarian industries, rural tourism has been actively suggested as an alternative solution to generate income for rural communities (Ruiz-Molina, Gil-Saura, & Moliner-Velázquez, 2010; Moric, 2013). If successful, rural tourism is a unique and valuable industry to further develop, because it contributes to the creation of employment opportunities in the rural sector and helps increase the quality of life for local communities (Warren, 2013).

In addition, rural tourism’s connection to the physical natural environment (Hall & Boyd, 2005; Brouder, 2013), which is less congested and has more natural amenities for the purpose of relaxation (Mohamad, Lo, Songan & Yeo, 2012), means these are the attributes that attract tourists in making choices for holiday destination. Development of major cultural and natural heritage attractions (e.g., handicrafts, cultural amenities) plays a pivotal role in enabling communities to increase their income (Rahmani et al., 2013). As highlighted by Cawley and Gillmor (2008), rural tourism development should be community based and markedly involving a wide range of community resources. Not surprisingly, community support has been postulated as one of the importance components in ensuring sustainability and successful operation of rural tourism destinations (Sheldon & Abenoja, 2001; Gursoy et al., 2002; Jurowski & Gursoy, 2004).

Environmental Constructs

The environment has emerged to be of most concern to the public, followed by social-cultural and economic issues in the tourism industry. Stemming from the awareness, the environment has become one of the main pillars for sustainable tourism development, particularly, rural tourism destination (Sedmak & Mihalic, 2008; Fons, Fierro, & Patino, 2011). The term environmental constructs has been defined as related components that refer to the physical environment, which includes natural or manmade components and in a broader sense, social and cultural environments (Mihalic, 2000). Scholars (Goulding, Horan, & Tozzi, 2014; Yu, 2014) revealed the importance of environment components, such as natural resources and cultural attractions of a tourism destination, in developing a unique tourism product to attract visitors. In addition, natural resources have turned out to be the most important authenticity element in developing key competitiveness of a tourism destination (Sedmak & Mihalic, 2008). In this connection, it is vital to conserve the environment as much as possible to ensure sustainability of tourism attractions as the number of visitors increase. Findings from Reimer and Walter (2013) postulated that preservation practices have to focus on manmade components as much as natural environmental components, as all these form part of the tourism product that attracts tourists and must also satisfy community by increasing quality of life. Hence, the multi-environmental constructs include environmental conservation, tourism infrastructure, carrying capacity, and quality of environment.


Environmental Conservation

The term “conservation” defined as managing the resources of the environment (e.g., air, water, soil, mineral resources and living species) in order to achieve the highest sustainable quality of life (Jafari, 2000). Subsequently, the emerging of “ecotourism” had indicated a strong correlation with environmental conservation (Zhang & Lei, 2012). Specifically, ecotourism involved the environmental protection activities for ecological sustainability. Apparently, the implementation of conservation activities depends much on the resident attitudes and involvement (Mbaiwa, 2008) due to the reason that rural tourism destination is their long stay homelands, without their support and cooperates, the environmental conservation practices would mostly fail (Sekhar, 2003). Scholars (e.g., Candrea, 2013; Reimer & Walter, 2013) have noting that preserving and conserving the environment significantly ensuring the sustainability of local communities’ income. Apparently, the success and failure of environmental conservation very much depends on resident attitudes (Ite, 1996; Weladji, Stein, & Vedeld, 2003), particularly in rural tourism (Taylor, 2000; Mbaiwa, 2008). Because tourist developments are developed and operated over a long period of time, communities’ lack of cooperation or support for environmental conservation reduces the degree of success in conserving the tourism destination (Sekhar, 2003). In this way, Reimer and Walter (2013) postulated that tourism environments should be critically conserved in order to mitigate the adverse impact of overcrowding and increase the sustainability of tourism destination (Candrea, 2013).

Tourism Infrastructure

Tourism infrastructure is defined as physical element that is created or made to cater visitors and further divided into two main groups, namely soft infrastructure (e.g., services) and hard infrastructure (e.g., transportation facilities, information and access facilities) (Inskeep, 1991; Wilde & Cox, 2008). Past researchers (e.g., Hankinson, 2004; Aref & Gill, 2009) have affirmed transportation infrastructure as the fundamental tourism resources to enhance tourism destination competitiveness. Tourism infrastructure is vital to a tourism destination, particularly for rural tourism destination as it is the basic amenities and infrastructure to support tourism activities and enable tourists to reach the tourism destination. Scholars (Kaul, 1985; Wilde & Cox, 2008; Aref & Gill, 2009) have postulated the important of transportation infrastructure in the success or failure of a tourism destination. The various types of transportation infrastructure, from air, on water, and on land are recognised as the important infrastructure to connect one point to another. The availability of good transportation system is important (Prideaux, 2000) to overcome the physical barrier to reach a tourism destination, particularly if the rural tourism destination is geographically dispersed, and reduces transportation costs.

Carrying Capacity

Carrying capacity is defined by World Tourism Organization (WTO) (1994) as the maximum number of people that may visit a tourist destination at the same time and without degrading the physical, economic, socio-cultural environment and the quality of visitors’ satisfaction. Collectively, the increasing numbers of tourists visiting a tourism destination would lead to the degradation of part of the natural resources, and hence, in the future, tourists will not experience the same natural beauty and resources as before. From this, the carrying capacity of a particular destination can be seen to influence sustainability of a tourism destination and competitiveness in a long run. Indeed, several authors posited that there is a positive relationship between carrying capacity and sustainable tourism destination (Butler, 1997; Liu, 2003), and problems start to occur if carrying capacity practice are not managed properly (Swarbrooke, 2002; Manuel & Miguel, 2008). This reduces sustainability and competitiveness of the tourism destination.

Quality of Environment

The quality of environment significantly influenced the competitiveness of a rural tourism destination, as tourists visit is to experience the quality of natural features and beautiful scenery (Kulcsar, 2009). Quality of environment can refers to the quality of natural and beautiful scenery, clean water, fresh air, and species diversity of the destination (Mihalic, 2000). Furthermore, a proper conserve environment would provide a higher quality of environment that satisfies tourists (Zhang & Lei, 2012; Melo & Farias, 2014). Moreover, the quality of environment is also significantly determining locals’ quality of life (Hunziker, Felber, Gehring, Buchecker, Bauer & Kienast, 2008). A number of researchers have affirmed the importance of environmental quality, like the local landscape and environmental scenery, is a feature of a successful tourism destination (Sedmak & Mihalic, 2008; Mak, Cheung, & Law, 2009; Fons et al., 2011; Zhang & Lei, 2012). Achieving quality requires both tourists and local community to actively participate in improving the environment and not further decrease the environmental conditions. Numerous improvement strategies can be employed, such as the local community actively supporting environmental management and the development of strong ecological features, and tourists being involved in environmental protection while visiting a tourism destination.


Community Support

Scholars Spencer and Nsiah (2013) defined community support as an integral part of the tourism product and hospitality to the extent that individual community members can affect visitors’ satisfaction, expenditure levels, and propensity to visit again and recommend the destinations to others. Both community participation and community involvement were categorised as the sub-dimensions of community support. Community participation can also lead to active community involvement in successful tourism development (Tosun, 2006; Miranda, 2007). Collectively, both community participation and involvement play a significant role in community support for tourism development (Jurowski & Gursoy, 2004). Furthermore, community support for visitor services (Yoon, Gursoy, & Chen, 2000; Fallon & Kriwoken, 2003) and community involvement for improved access facilities (Jurowski, 1994; Yoon, 1998) also significantly contribute to the success of the tourism industry. A number of researchers have revealed that community support is essential in ensuring sustainable development of rural tourism industry as well as rural economic development (Sharma & Dyer, 2009; Scales, 2014a). A few studies have suggested that it is vital for a community to support rural tourism development as local residents keep control and ownership of the tourism product offerings (Lewis, 1998; Jones, 2005; Tosun, 2006). Hence, rural tourism has become a viable strategy to develop rural community and sustain their income. In this regard, Lee (2011) further posited that community satisfaction will lead to tourists being welcome and provide visitors with high-quality experiences of rural environment (Lepp, 2007).

Destination Competitiveness

Tourism destination competitiveness refers to the destination’s ability to generate welfare and sustainability (Cavender-Bares, Heffernan, King, Polasky, Balvanera, & Clark, 2013). Hence, destination competitiveness is achieved when its market share and financial returns are increasing (Vengesayi, 2003). In the past, tourism destination competitiveness has been discussed from various perspectives, such as an environmental perspective (Mihalic, 2000), economic perspective (Buhalis, 2000), and social cultural perspective (Jennifer, Strickland-Munro, Allison, & Moore, 2010). However, the majority of discussions were based on environmental perspectives (Ritchie & Crouch, 1993; Hassan, 2000; Dwyer, Mistilis, Forsyth, & Rao, 2001; Gomezelj & Mihalic, 2008) in which the environment component was taken as one of the four determinants of tourism competitiveness other than comparative advantage, industry structure and demand factors (Hocquette & Chatellier, 2011; Battaglini, Bovolenta, Gusmeroli, Salvador, & Sturaro, 2014). Past studies have highlighted the importance of environmental components towards the sustainability of the tourism industry (Chandralal, 2010; Miller, 2001), the development of destination competitiveness strategy (Kim, 2012), have documented the importance of environmental components (such as environmental conservation, environmental education, cultural attractions) towards development of destination competitiveness (Mihalic, 2000; Kotane, 2011; Chen, Chen, & Okumus, 2013; Spencer & Nsiah, 2013).

Among literature documenting the contribution to destination competitiveness of tourism core resources and attractors (Ritchie & Crouch, 1993; Buhalis, 2000; Hassan, 2000; Wilde & Cox, 2008), price competitiveness (Dwyer, Forsyth, & Rao, 2000; Kim, 2012), and quality management (Go & Govers, 2000), scholar Mihalic (2000) focused on a different aspect, environmental management. Together, Gomezelj and Mihalic (2008) proposed that it is necessary to conserve the nature of the environment and at the same time ensure the sustainability of the core resources (Scales, 2014b; Battaglini et al., 2014). Collectively, the models developed in this context highlight that effective and efficient strategy improves destination performance and achieves competitiveness. In short, destination competitiveness can be enhanced through various strategies, including destination management, sustainable development, and improved quality of service experience (Buhalis, 2000; Ritchie & Crouch, 2000; Dwyer & Kim, 2003).

Hypotheses Development

Environmental Constructs and Destination Competitiveness

Rural tourism activities take place in the countryside (Kulcsar, 2009) and the environment aspects are the main attraction to lure tourists (Lo, Ramayah, Songan, & Nair, 2013). Tourists visit a rural tourism destination because the environment is free from pollution problems (e.g., no water and air pollution, no destruction and deforestation) and they can relax (Miller, 2006; Goodwin, 2008). In addition, Mihalic (2000) noted that for a rural tourism destination to achieve competitiveness, environmental conservation practices play a vital role in sustaining the competitiveness of a rural tourism destination (Diaz & Rodriguez, 2008). Hence, for a rural tourism destination to stay competitive, the preservation of natural resources is important (Angelkova, Koteski, Jakovlev, & Mitrevska, 2012). Tourism infrastructure refers to the availability of transport services and basic amenities in a tourism destination (Mo, Howard, & Havitz, 1993). These infrastructure facilities make a significant contribution to the development of destination quality (Murphy, Pritchard, & Smith, 2000) and tourism destination competitiveness (Tozser, 2010). Dwyer and Kim (2003) also postulated that tourism infrastructure is next most significant factor in determining destination competitiveness after environmental indicators (Khadaroo & Seetanah, 2008). Furthermore, the improved tourism infrastructure has increased the accessibility for tourists to reach a particular tourism destination (Su & Wall, 2009) and this would lead to the increase of destination competitiveness (Hsueh & Yeh, 2014). Likewise, the efficiency of tourism infrastructure for a tourism destination is the fundamental attraction that brings tourists to the destination (Mazilu & Stancioiu, 2009; Moric, 2013).

Carrying capacity refers to the maximum number of tourists that can visit a tourism destination without reducing the quality of the natural environment and tourists’ satisfaction (Nghi, Lan, Thai, Mai & Thanh, 2007). The issues of carrying capacity get intense attention as it jeopardizes tourists’ satisfaction. Moreover, other scholars (e.g., Mathew, 2009; Dwyer, 2001; Mihalic, 2000) have affirmed carrying capacity as the significant pillar and a key driver to achieve competitiveness. When the number of tourists visiting a destination increases, the degree of relaxation afforded tourists decreases. Furthermore, from the communities’ perspectives, the number of tourist arrivals must be control in order to ensure the quality of environmental conditions guaranteed during their visit. Environmental quality refers to the quality of the natural attractions (Mihalic, 2000), which are a significant determinant in attracting tourists to a destination. Empirical studies show that the quality of the environment plays a vital role in the development of tourism destination competitiveness, particularly for rural tourism (Gooroochurn & Sugiyarto, 2005; Royo-Vela, 2009; Park & Yoon, 2009). In a study by Moric (2013), the “wild beauty” image or quality of natural habitat increased attractiveness of eco-rural tourism destinations. Thus, a competitive rural tourism destination should possess not only beautiful landscapes but also be hassle-free environments to lure tourists (Cai & Li, 2009; Pesonen, 2012). Based on the above discussion, the hypotheses developed as following:


H1: Environmental conservation is positively related to destination competitiveness.

H2: Tourism infrastructure is positively related to destination competitiveness.

H3: Carrying capacity is positively related to destination competitiveness.

H4: Quality of environment is positively related to destination competitiveness.




Community Support Moderates Environmental Constructs and Destination Competitiveness

Understanding the importance of local community support toward the development of sustainable rural tourism destinations (Muganda, Sirima, & Ezra, 2013; Chandralal, 2010) is vital in demonstrating environmental conservation practices and contributing to the development of tourism destination competitiveness (Sekhar, 2003; Manyara & Jones, 2007; Zhang & Lei, 2012). Even though some tourists may stay in a destination for a long time, few may contribute to conservation, hence, the community itself needs to be involved in conserving the environmental resources (Fernando & Long, 2012). Past research (e.g., Stronza & Gordillo, 2008; Lo et al., 2013) has demonstrated that local community involvement and support for environmental conservation of tourism destinations produces better outcomes than the inclusion of other stakeholders. The development of tourism infrastructure significantly contributes to the creation of tourism destination competitiveness (Hankinson, 2004; Aref & Gill, 2009). Community involvement in preparing local transportation services to tourists is also important to ensure the rural tourism facilities achieve a satisfactory level (McIntosh, Goeldner, & Ritchie, 1995) and it contributes to the economic benefits for local communities and success for the destinations (Deery, Jago, & Fredline, 2012). Although there is substantial literature documenting the importance of community support towards tourism development (Jamal & Stronza, 2009; Matarrita-Cascante, Brennan & Luloff, 2010; Muganda et al., 2013), however, community support towards tourism infrastructure also crucially contributes to the development of rural tourism destination competitiveness by providing more access facilities for tourists to reach the destination.

The issues of carrying capacity in a rural tourism destination are increasingly concerns held by tourists because they do not want their visit affected by the maximum number of tourists at a tourism destination (Wilde & Cox, 2008). Past studies (e.g., Saarinen, 2006; Okech, 2011) revealed that the sustainability of tourism is associated with the level of involvement and participation of communities in the tourism development process. Local communities’ involvement in controlling the number of visitors is essential to ensure the number of visitors does not exceed the maximum limit and community lifestyles and tourist satisfaction remain unaffected (Huh & Vogt, 2008; Nunkoo & Ramkissoon, 2010). Quality of environment is another important source of rural tourism destination competitiveness as compared with other tourism destinations (Park & Yoon, 2009). Tourists are attracted to the natural components of a tourism destination in order to relax and enjoy during the whole vacation. In order to achieve destination sustainability, communities play an important role in conserving and maintaining the quality of the environment. In fact community support in the form of being involved and participating in maintaining the quality of environment is a crucial link in the development of competitive and sustainable rural tourism destination. Based on the above discussion, the hypotheses developed as following:


H5: Community support moderates environmental conservation and destination competitiveness.

H6: Community support moderates tourism infrastructure and destination competitiveness.

H7: Community support moderates carrying capacity and destination competitiveness.

H8: Community support moderates quality of environment and destination competitiveness.



METHODOLOGY

Sample Selection and Data Collection

In present research, an exploratory approach through distribution of questionnaires was conducted. The population of this study consists of local communities from the three rural tourism destinations in Sarawak, namely Bario Kelabit Highland, Annah Rais Bidayuh Longhouse, and Bako National Park. Data were collected through questionnaires administered by face-to-face interview in the local communities of three rural tourism destinations in Sarawak, Malaysia. An adequate number of samples for research is between 30 to 500 (Sekaran & Bougie, 2010; Sekaran, 2000). In the present study, the minimum sample size (n = 60) was calculated using the formula taken from Hair, Black, Babin, Anderson and Tatham (2010). [The Minimum sample size = WnXn, where, Wn = Observation (Weight determined by the multi variate technique); Xn = Observed variable. So, 10 × 6 variables = 60 respondents]. However, a total of 450 questionnaires were distributed to the local communities from three selected rural tourism destination, only 299 were returned and used for analysis. The large number of questionnaires given out was to ensure a sufficient number of returned questionnaires. The selection of these respondents was based on convenience sampling due to the fact that in rural tourism destination the availability of respondents are limited.


Measures and Analysis

Collectively, the items used to measure environment components were mainly adapted from Perdue, Long, and Allen (1990), Mihalic (2000), Dwyer and Kim (2003), Gebhard, Meyer, and Roth (2007), and Chen et al. (2013). In addition, items adapted to measure destination competitiveness were from Crouch and Ritchie (1999), Hassan (2000), Mihalic (2000), and Dwyer and Kim (2003). Last but not least, items adapted to measure community support were mainly from Jurowski (1994), Yoon (1998), and Yoon, et al. (2000). Respondents were asked to respond to each statement using a seven-point Likert scale (ranging from 1 = strongly disagree to 7 = strongly agree) for each statement. Maddox (1985) recommended the use of Likert type scale in tourism research to get a better validity (Ko & Stewart, 2002). To assess the model developed SmartPLS 2.0 (M3) software was used to analyze the data collected with the Structural Equation Modeling-Partial Least Square (SEM-PLS) approach. This included path modeling and then bootstrapping (Gudergan, Ringle, Wende, and Will, 2008; Chin, 1998). A total of 500 re-samples were used to generate the standard error of the estimate and t-values. PLS was used in this study is because of its ability to give more accurate estimates of moderator effects by accounting for the error that attenuates the estimated relationships and improves the validation of theories (Chin, Marcolin, & Newsted, 2003; Helm, Eggert, & Garnefeld, 2010).

FINDINGS

Assessment of the Measurement Model

First, confirmatory factor analysis (CFA) was conducted to test the item reliability, convergent validity, and discriminant validity of the measurements scales. As shown in Table 1, all the items loading (showed in final iteration) exceeded the minimum cut off point of 0.50 (Gefen, Straub, & Boudreau, 2000; Bagozzi, Yi & Philipps, 1991), thus, the internal consistency was achieved. In terms of convergent validity, all the composite reliability (CR) values were above the minimum cut off point of 0.7 (Chin, 2010; Riquelme & Rios, 2010) and the average variance extracted (AVE) values meet the minimum criteria of 0.50 (Fornell & Larcker, 1981). For discriminant validity (see Table 2), the value of AVE will be square rooted and testify against the intercorrelations of the construct with other constructs in the research model (Chin, 2010) and all the values noted as greater than each of the constructs correlations (Chin, 2010; Fornell & Bookstein, 1982). Hence, the measurement model was satisfactory and provided sufficient evidences in term of reliability, convergent validity, and discriminant validity.


Table  1
Results of Measurement Model
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Note:
aComposite Reliability (CR) = (square of the summation of the factor loadings)/{(square of the summation of the factor loadings) + (square of the summation of the error variances)}
bAverage Variance Extracted (AVE) = (summation of the square of the factor loadings)/{(summation of the square of the factor loadings) + (summation of the error variances)}
* Carry_Capac03, Dest_Marke01, Dest_Marke05, Qual_Servic01, Qual_Servic04, Sust_Manage01, Sust_Manage02, & Qual_Env04 were deleted due to low loading.
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Figure  1. Results of the Path Analysis




Table  2
Discriminant Validity of Constructs
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Note: Diagonals represent the square root of the average variance extracted (AVE) while the other entries represent the correlations.


Assessment of the Structural Model

Next, Figure 2 and Table 3 present the results of the hypotheses testing. Interestingly, the statistical results showed that four of the direct hypotheses were supported. The results revealed that environmental conservation, tourism infrastructure, carrying capacity, and quality of environment were positive significantly related to destination competitiveness. Surprisingly, community support was found not moderates the relationship between environmental constructs and destination competitiveness. Hence, H1, H2, H3, and H4 were supported, whereas H5, H6, H7, and H8 were rejected.


Table  3
Path Coefficients and Hypothesis Testing



	Hypothesis
	Relationship
	Coefficient

	t-value

	Supported




	H1

	Environmental conservation → Destination competitiveness
	0.149

	4.492**

	Yes




	H2

	Tourism infrastructure → Destination competitiveness
	0.439

	8.908**

	Yes




	H3

	Carrying capacity → Destination competitiveness
	-0.093

	2.805**

	Yes




	H4

	Quality of environment → Destination competitiveness
	0.402

	7.641**

	Yes




	H5

	Community support moderates environmental conservation and destination competitiveness
	-0.029

	0.439

	No




	H6

	Community support moderates tourism infrastructure and destination competitiveness
	-0.128

	1.015

	No




	H7

	Community support moderates carrying capacity and destination competitiveness
	-0.168

	1.138

	No




	H8

	Community support moderates quality of environment and destination competitiveness
	0.024

	0.522

	No





*p<0.05, **p<0.01
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Figure  2. Research Model with t-value



DISCUSSION

The competitiveness of a rural tourism destination is very much depending on the availability of environmental and natural resources to lure tourists’ attention to visit (Lokuhetty, Jayawardena, & Mudadeniya, 2013; Erokhin et al., 2014). However, the increasing number of tourists would lead to the deterioration of environmental resources of the tourism destination if it is not properly managed. To this extent, environmental resources play a crucial role in determining competitiveness of a tourism destination. In a simple form, rural tourism destination must consist of both quality natural and man-made resources in order to maintain it comparative and competitive advantage as compare to others tourism destination (Angelkova et al., 2012). Furthermore, the local communities’ perspective towards tourism development crucially determine the success and failure of a tourism destination (Muganda et al., 2013) as communities’ dissatisfaction would lead to tourists not being welcomed.

The findings of this study revealed that environmental conservation had a significant impact on destination competitiveness (β = 0.149; t = 4.492; p < 0.01), and thus H1 was supported. The findings of this study congruence to past studies (e.g., Diaz and Rodriguez, 2008; Zhang & Lei, 2012) which revealed that environmental conservation is significantly influenced destination competitiveness. The conservation of flora and fauna is increasingly getting concern from various stakeholders (Lokuhetty et al., 2013) due to the fact that a better environmental conservation practices would leads to the sustainability of ecological and natural resources for a tourism destination. Communities believe that the quality of environmental resources (such as natural amenities, cultural and heritage resources, and tourism infrastructure) significantly determine tourists’ intention to visit. Hence, it is vital to preserve and conserve the environmental resources in order to maintain their unique selling proposition (USP) and develop tourism destination competitiveness in a long run.

As expected, the empirical results showed that tourism infrastructure had a significant impact on destination competitiveness (β = 0.439; t = 8.908; p < 0.01), and thus hypothesis 2 was supported. In the study by Aref and Gill (2009) showed that the significant impact of transportation infrastructure in determining the success and failure of a tourism destination and later enhance the competitiveness of a tourism destination (Hsueh & Yeh, 2014). On the other hand, a quality and improved tourism infrastructure has solved the issues of accessibility for tourists to reach a particular tourism destination (Su & Wall, 2009) and this resources may become one of the fundamental attractors to attract tourists’ visit (Moric, 2013; Zeinali & Jafarpour, 2015). The findings of this hypothesis can be justifiable that the quality of tourism infrastructure have significantly affected tourists’ intention to visit a rural tourism destination. The infrastructure at the touristic areas plays an important role in attracting tourists as safety issues have been one of the important agenda for tourists when deciding on places to visits.

As hypothesised, the findings showed that carrying capacity had a significant positive impact on destination competitiveness (β = -0.093; t = 2.805; p < 0.01), and thus hypothesis 3 was supported. Carrying capacity refers to the maximum number of tourists visiting during a specific time frame which does not influence tourists’ satisfaction levels (Nghi et al., 2007). Controlling the number of tourists visiting a destination is vital to overcome issues of overcrowding and sustaining the tourism destination (Manuel & Miguel, 2008). As the motivation of tourists to visit a rural tourism destination is to enjoy and relax in the natural and cultural amenities (Faulkner & Tideswell, 2005), and thus, uncontrolled visitor numbers may jeopardize tourists’ experience and satisfaction (Yu et al., 2011). In particular, ecological carrying capacity referred in this hypothesis is about the maximum number of visitors visiting a particular rural tourism destination at a time. This is vital to provide the best environmental condition for tourists to enjoy and relax while maintaining and protecting the ecological resources for future generation. Hence, it is important to control the number of tourists visiting at a time in order to maintain the competitiveness of these rural tourism areas.


On the other hand, the statistical results also indicated that quality of environment had a significant impact on destination competitiveness (β = 0.402; t = 7.641; p < 0.01), and H4 was supported. For example, Zhang and Lei (2012) found a positive linkage between quality of environment and destination competitiveness and success of a tourism destination (Fons et al., 2011). Quality of environment is a strong determinant in development of destination competitiveness (Kayar & Kozak, 2008) and significantly influences the competitiveness of a tourism destination to attract tourists (Williams & Cary, 2002). The overall competitiveness of a tourism destination, particularly a rural tourism setting, is heavily dependent on the quality of environment (such as beautiful landscapes and hassle-free environments) to attract tourists. Hence, the availability of quality environmental resources would highly determine the competitiveness of a rural tourism destination. In addition, the quality of the environment is not merely to maintain the attraction level but it is also an important contributor to the local’s quality of life while promising tourists’ travel experience.

Noting that it is imperative to maintain the quality of tourism resources (such as natural resources, quality of environment and tourism infrastructure) as its significantly determine tourists’ intention to visit a rural tourism destination (Lepp & Holland, 2006). Hence, it is vital for rural communities to preserve and practice various environmental conservation strategies in order to maintain their existence of “unique selling proposition” (Lo, Mohamad, Songan, & Yeo, 2012) and this may lead to the development of tourism destination competitiveness over time. Overall, this study examines the relative importance of environmental constructs that contribute to destination competitiveness. The results of this research may lead to the application of the right marketing efforts that lead to long term sustainable practices for rural tourism development.

CONCLUSION

Overall, this study has investigated the importance of environmental constructs towards the development of rural tourism destination competitiveness from local communities’ perspective. From the local communities’ point of view, the results have revealed that environmental conservation, tourism infrastructure, carrying capacity, and quality of environment are the most important factors in contributing to the development of rural tourism destination competitiveness. It is believed that these findings are important to both researchers and practitioners with regards to rural tourism. Hence, this study provides a better understanding of communities’ perception towards development of tourism destination competitiveness. Thus, the empirical evidence provided by this study offers actionable information to tourism planners and policy makers on the environmental constructs that have greatest influence on rural tourism destination success. Overall, the most important outcome is that collaborating with local communities to identify an effective strategy has the greatest impact on the success of sustainable rural tourism development. In future, researchers who are interested in this field can further test the relationships among these constructs in other tourism destination specifically rural tourism destination.
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ABSTRACT

To cultivate “pioneering minds” is extremely important especially in the effort to shift Malaysia towards innovation-centered economy. The Malaysian government is confident of achieving the target provided that the human capital is leveraged in ensuring innovation at the highest level particularly among Small and Medium Enterprises (SMEs). Nevertheless, only few studies have considered human capital as a factor that mediates the effects of other variables on innovation. Therefore, this paper aims at investigating on how human capital dimensions namely uniqueness, value and pro-activeness will be leveraged by pro-innovativeness organisational architecture dimensions that is allocation for free time, work discretion, rewards, and tolerance for risk taking in order to achieve innovative performance. A structured study instrument was used for data collection purpose. A total of 1000 active SMEs were selected via simple random sampling from Malaysia Small and Medium Enterprises Directory 2011/12. A total of 263 SMEs responded to the questionnaire. However, a total of 262 usable questionnaires were thus secured for analysis. The analysis was then conducted via Partial Least Squares (PLS) structural equation modeling (SEM). The results showed several interesting findings: (a) rewards has an influence on the uniqueness, value and pro-activeness of human capital; (b) tolerance towards risk taking has an influence on human capital (uniqueness, value and pro-activeness; (c) uniqueness of human capital has an influence on innovative performance and (d) uniqueness of human capital mediated the relationship between tolerance for risk taking and innovative performance. The findings suggest that SMEs should put more focus on the reward system and tolerance for risk taking in order to encourage and enhance the ‘pioneering mind’ which in turn may increase innovative performance of SMEs.

Keywords: pro-innovativeness organisation architecture, innovative human capital, innovative performance, SMEs, and Malaysia

INTRODUCTION

In the last five years, Malaysia has encountered many challenges from a global economic slowdown, increase in market integration, stiff competition and dynamism in the economy. With this current scenario, the Malaysian government has introduced the Eleventh Malaysia Plan from 2016–2020 as a critical step in the roadmap to turn into an advanced nation that is inclusive and sustainable (Eleventh Malaysia Plan, 2016–2020). Malaysian Government believes that the Eleventh Malaysian Plan is a significant continuation of Government Transformation Programme and the Economic Transformation Programme, underpinned by the Tenth Malaysia Plan. Moving forward, productivity and innovation will continue to be significant pillars of the Eleventh Plan in which Malaysia has put a lot of effort for Small and medium-sized enterprises (SMEs) to survive in the dynamic environment. SMEs are the engine of economic growth and employment in developing countries. This is because SMEs are recognised as the backbone to economic development and employment growth (Ramayah, Ling, Taghizadeh & Rahman, 2016). In Malaysia, the SME sector has an important role in the supporting of industrial development (Saleh and Ndubisi, 2006; Yeoh, 2014). In 2015, SMEs in Malaysia comprised 97.3 % of all business establishments and contributed about 33.1 % of gross domestic product (GDP), 57.5 % of total employment, and 19 % of exports in the country (SMECorp, 2015). Therefore, considering the important role of SMEs, the Malaysian government continues to support the development of SME sector as a key national development strategy (Ramayah et al., 2016). In with this, to innovate successfully, SMEs need strategic innovation and business practices that facilitate innovativeness, creativity and risk-taking behaviours encouraged by a stable platform and cooperation networks supported by an effective institutional framework (Minh & Hjortsø, 2015).

Malaysia government has moved towards a sustainable economy, and has shifted from the agricultural based economy to knowledge-based economy to innovation-centered economy where knowledge, “know-how” and innovativeness become the main drivers for economic growth (MOSTI, 2010). The knowledge-based and innovation centered economy provide the platform to sustain a rapid rate of economic growth and enhance international competitiveness among SMEs so as to achieve the objectives of Vision 2020. This agenda includes effort and continuous investment in human capital to enhance technical skills, proactiveness, creativity and innovativeness among SMEs. Malaysian government has taken various measures to provide assistance for SMEs to confront the challenges in the global economy. One of the approaches is that SMEs are given special focus as private sectors and the SMEs are expected to continue their significant role to help Malaysia become an advanced economy and inclusive nation. In this respect, Malaysian government instills the spirit of intrapreneurial among the employees to enhance productivity, innovativeness, and job performance. This approach is echoed in the Economic Transformation Programme Report in which Malaysia aims to transform its economy by strengthening and escalating the human capital development (National Economic Advisory, 2010). As clearly highlighted by the Prime Minister of Malaysia, Dato Seri Najib Tun Razak, Malaysia aspires to reach the highest standards with regard to the skills, knowledge and abilities of its human capital as well as to inculcate entrepreneurial spirit among SMEs especially in the innovation-centered economy. SMEs is acknowledged as an important sector to inject investment and transform Malaysia into a developed nation by 2020.

Despite of these efforts by the Malaysian government, SMEs are not achieving high performance and this is evidenced by the SMEs contribution to GDP is only 32% (SMEs Master Plan 2010–2020). To worsen the situation, Malaysia experienced a declining trend in the ranking of Global Competitiveness Index, from 21st place in year 2009 to 26th in year 2014 (World Economic Forum, 2015). This condition has given a worrying phenomenon for SMEs to survive. Apparently, in this situation SMEs need to intensify their business performance and competitiveness by enhancing their innovative capabilities particularly on human capital. Unfortunately, the concept of innovative human capital among the Malaysian SMEs is still in its infancy. Therefore, Malaysia needs to encourage “pioneering minds” among the human resources to be innovative, creative and proactive in order to move towards innovation-centered economy. Malaysia has to strengthen its capability to innovate, adapt and create indigenous technology, design, develop and market new products. An instrument to rectify this situation is to nurture “pioneering minds” in nurturing innovativeness and entrepreneurship spirit among Malaysia workforce to enhance productivity and performance.

In line with the Malaysian government aspiration to transform its economy by fostering innovative performance via innovative human capital, research on innovation and human capital warrants significant attention. The gap in this study is identified in which previous studies have examined the relationship between innovation and human capital (Alegre, Lapiedra & Chiva, 2006), however, despite the role that human capital is assumed to have on innovation, very limited studies have considered the factors that could nurture the “pioneering minds” that is to capture on innovative human capital that are able to drive innovative performance. Based on the current scenario explained above, coupled with previous literatures, there are almost next to none effort has been made to examine human capital as the mediator between pro-innovativeness architecture and innovative human capital. Consequently it is imperative to understand the factors associated with innovative human capital which in turn could improve innovative capability and organisational performance. In this respect, the “pioneering minds” could be achieved by leveraging the innovation of human capital through pro-innovativeness organisational structure.

Importantly, it would obviously be interesting (and potentially beneficial) to know: (i) how innovative human capital will be influenced by pro-innovativeness organisational structure; (ii) the impact on innovative performance; and iii) how innovative human capital mediates the relationship between pro-innovativeness organisational structure and innovative performance. The remainder of this paper is organised as follows. The next section presents a discussion of the theoretical framework of the study, including the generation of hypotheses. The paper then describes the methodology of the empirical study. The results of the study are then presented and discussed. The paper concludes with a summary of the major findings and implications of the study.

THEORETICAL FRAMEWORK AND HYPOTHESES

To develop the research hypotheses outlined below, this study utilises both: (i) the resource-based view (RBV) of the organisation and ii) human capital theory RBV focuses on the value, rareness, non-substitutability, and inimitability of organisational resources, including human capital. RBV mainly outlines the required focal points (e.g. resources) of the firms and what can be done with such resources in order to be in better position than others in the market (Wernerfelt, 2014). It has been argued that in capitalising resources, an organisation can dominate and achieve a high level of performance (Barney, 1991). Organisation resources are converted to capabilities which would have influence on competitive advantage (Barney, 1991). Scholars have argued that firm’s resources such as physical, human, and organisational can be used to implement value-creating strategies (Henri, 2006; Teece, Pisano & Shuen, 1997). Through the implementation of the value creating strategy firm can be in a better competitive position (Barney, 1991). Several key capabilities were identified in RBV theory, such as technical know-how, reputation, brand, awareness, the ability of managers to work together, and particularly patents and trademarks (Fahy, 2000). In this study RBV is used to understand further how human capital could enhance innovative performance by understanding further the dimensions of pro-innovativeness organisational architecture dimensions such as allocation for free time, work discretion, rewards, and tolerance for risk taking.

In a similar vein, human capital theory suggests that individuals or groups who have greater levels of knowledge, skills, and other competencies will achieve greater performance outcomes than those who own lower levels (Ployhart and Moliterno, 2011). Common measures of human capital include level of education, work experience, upbringing by entrepreneurial parents, and other life experiences (Martin, McNally & Kay, 2013). This study focuses on human capital comprises uniqueness, value and proactiveness which refers to the stock of competences, expertise, knowledge, and connections that a firm’s employees gain through education and experience. This situation may enhance innovative performance of the organisations.

Organisational architecture focuses on the organisational behaviour aligning with structure, process, and design. According to Miciunas (2003) organisational architecture gives accents in motivating people to execute their work in innovative ways. An organisation-wide entrepreneurial spirit to cope with and benefit from rapidly changing market place conditions would be possible if a suitable internal support climate is established, where entrepreneurs engage in opportunity-seeking entrepreneurial behaviours (Abdul Halim, Ahmad, Ramayah & Taghizadeh, 2014; Jeong, Pae & Zhou, 2006). However, achieving performance and benefit from the market depend on providing suitable internal support climate throughout the organisation, where entrepreneurs engage in opportunity-seeking entrepreneurial behaviour (Jeong et al., 2006). In order to establish a suitable internal support climate for entrepreneurship, researchers believe that several organisational arrangement and managerial tools are crucial to be taken into account namely allocation of free time, work discretion, rewards, and tolerance for risk taking (Alpkan, Bulut, Gunday, Ulusoy & Kilic, 2010; Hornsby, Kuratko, Holt & Wales, 2013; Kuratko, Ireland, Covin & Hornsby, 2005). It is expected that in such suitable organisational milieu, employees would develop state of pro-innovativeness (Alpkan et al., 2010).

It has been stressed that organisation should capitalize on their employees’ ability to innovate in order to transform the organisation to be more competitive (De Jong & Den Hartog, 2007). Therefore, the workforce could play a vital role in the innovation process by demonstrating the idea-generation behaviour via efforts such as persuading or selling ideas to others and devoting to developing testing and commercialising the ideas. Human capital in general is referred to knowledge, skills and abilities featured in the individuals (Subramaniam & Youndt, 2005). On the contrary, Lepak and Snell (2002) posit that human capital focuses on the uniqueness and value of human capital which drives towards the employment setting and configuration in the organisation. Uniqueness of human capital has been conceptualized as the degree of rareness and specialty, while strategic value refers the notion of exploiting market opportunities, diffusing potential threat which accelerates the efficiency and effectiveness of the firm (Barney, 1991). However, human capital approach asserts that the value and distinctiveness of knowledge are the most pertinent characteristics for innovation (Lepak & Snell, 2002; Subramaniam & Youndt, 2005) which brings in high yields for the organisation, in turn expand the range of benefits to the customers (Lengnick-Hall & Lengnick-Hall, 2003). From the innovation perspective, employees with valuable and unique knowledge and skills are competent with innovative capacity (Taggar, 2002). The employees who possess the innovative capacity are also submissive towards acquiring new skills that positively impacts firm’s innovative performance (Cabello-Medina, López-Cabrales & Valle-Cabrera, 2011). The uniqueness of knowledge has greater prominence in the domain of human capital as it facilitates the innovation capacity of the employees turning them to irreplaceable and idiosyncratic (Barney, 1991). It is foreseeable that such uniqueness of human capital generates differentiation which is the source of competitive advantages (Barney, 1991). In addition to the uniqueness and value of human capital, proactiveness has been also considered as part of human capital. Proactiveness represents the willingness to be engaged in audacious moves (Keh et al. 2007). The spirit of proactiveness remains in the anticipation of future demands and ability of firm to introduce new products to the market ahead of the competitors (Kreiser, Marino, Kuratko & Weaver, 2013; Wang & Altinay, 2012). However, proactiveness has been also regarded as one of the dimension of entrepreneurial orientation (Wang & Altinay, 2012). As such, the organisational architecture that support innovativeness via entrepreneurial activities, as an internal climate factor, could help to foster innovative human capital (Alpkan et al., 2010). For instance, organisational architecture that is pro-innovative comprise of a suitable organisational setting that permit the entrepreneurs to access the organisational resources and conditions which help them to develop and implement innovative ideas (Raisch & Birkinshaw, 2008).

Pro-innovativeness organisation architecture is facilitated by the organisational settings which are in favorable condition for employees to innovate. Previous literature purported that elements of organisational support such as allocation of free time, work discretion, rewards, and tolerance for risk taking have relationship with human capital (Alpkan et al., 2010). Literature highlighted that while supports are given, it will endeavor for resulting in competitive advantages (Hornsby et al., 2013). According to Alpkan et al. (2010), suitable organisational setting for intrapreneurial activities with the required support would generate required knowledge, skills to pursue for innovation.

Allocation of free time signifies to provide sufficient time for the persuasion for innovation (Hornsby et al., 2013) and implementing projects (Kuratko, Montagno & Hornsby, 1990). Allocation of free time is a critical factor for entrepreneur in terms of their daily routines and intrapreneurial ideas and activities which encourages them to take risks in putting novel ideas to practice (Hornsby, Kuratko & Zahra, 2002). Availability of time denotes the sufficiency of time to actively develop valuable and unique ideas (Bamber, Owens, Davies & Sulman, 2002). The previous studies revealed that pioneering steps to materialize innovative ideas is fostered by the spare time allotted to the concern entrepreneurs (Van den Ende, Wijnberg, Vogels & Kerstens, 2003). The availability of free time would necessarily give scope to be actively involved in instilling valuable and unique knowledge and skills. Allocation of free time certainly pushes forward the employees to enthusiastically advance innovative activities (Hornsby et al., 2013). Thus, it can be hypothesised that:


H1.a-b-c Allocation of free time has a positive relationship with innovative human capital (uniqueness, value, and proactiveness)



Work discretion refers to delegating authority and providing decision making latitude (Hornsby et al., 2013) which concern the decision-making autonomy for managers in lower position and employees (Alpkan et al., 2010). According to Hornsby et al. (2002), work discretion facilitated entrepreneurs to make decisions regarding their work (Hornsby et al., 2002) in which they can implement their decision to realise their novel ideas. It has been asserted in the literature that work should be more knowledge-based and flexible to develop the ability to generate ideas, skills and acquire expertise (De Jong & Den Hartog, 2007). By having autonomy, entrepreneurs can freely and proactively inculcate the valuable and unique knowledge which are regarded as human capital. Thus, it can be hypothesised that:


H2.a-b-c Work discretion has a positive relationship with innovative human capital (uniqueness, value, and proactiveness)



Rewards is considered as highlighting significant achievement and performance (Hornsby et al., 2002). Reward system of organisation bring a high level of trust for employees and give hope to employee that the organisational success benefit to all parties, and then both their commitment to innovation (Alpkan et al., 2010). A recent study by Coff and Kryscynski (2011) assumed to have linkage between intrinsic reward and human capital. Scholars have agreed upon the reality that the power of the value of human capital is mostly evident when reward system is in effect as part of organisational support (Lawler, 2000). When the entrepreneurs realise the appropriate reward, it is expected that they would proactively search for innovative ideas with the valuable and unique knowledge and skills. Thus, it can be hypothesised that:


H3.a-b-c Rewards has a positive relationship with innovative human capital (uniqueness, value, and proactiveness)



Tolerance to risk taking is another dimension of pro-innovativeness organisational architecture. Managers’ risk tolerance is a situation when entrepreneurs are willing to take risks which may encourage them to be more innovative especially in turbulent markets (Hornsby et al., 2002). Entrepreneurs who have established the organisational setting to be pro-innovativeness, will be more tolerant while taking risk (Alpkan et al., 2010). According to Charyton, Snelbecker, Rahman & Elliott (2013) tolerance of risk taking refers to the ability to formulate individual’s ideas despite critical environmental setting. When the organisational architecture demonstrate a tolerable attitude towards taking risk, entrepreneurs do not hold any pressure to proactively come up with valuable and unique knowledge that build up the innovative human capital. Based on this, it can be hypothesised that:


H4.a-b-c Tolerance to risk taking has a positive relationship with innovative human capital (uniqueness, value, and proactiveness)



Innovative Human Capital and Innovative Performance

Human capital with tacit knowledge produces a competitive advantage through attributing the different performance in the firms (Hitt, Biermant, Shimizu & Kochhar, 2001). The importance of human capital is noted in the literature which effect on firm’s performance. Human capital should be viewed as the most valuable asset of an organisation and money spent to improve efficacy and productivity of human resource should be seen as an investment particularly for enterprises which relying on the staff’s knowledge and skills (Petty & Guthrie, 2000). In fact, human capital is seen as the most influential factors on innovative performance (Bantel & Jackson, 1989). In this vein, human capital increases the ability of people to innovate (Lund Vinding, 2006) and consequently has a positive effect on innovative performance (Wu, Lin & Hsu, 2007).


Valuable and uniqueness of individual’s knowledge, skills and abilities are the most relevant features for innovation (Subramaniam & Youndt, 2005). This is because, there is a connection between the employees’ knowledge and their ability to produce new products and services (Cabello-Medina et al., 2011). Unique employees’ knowledge, skills, and abilities are called as rainmaker who contributes in developing innovative ideas and therefore products and services. Researchers highlighted that in the labor market, employee with rare knowledge, skills and abilities are not usually observed (Amar, 2002). Thus, this unique knowledge facilitate entrepreneurs to compete in the market which constitutes an intangible resource for firm innovation (Cabello-Medina et al., 2011).

On the other hand, firms can gain high returns in the market through valuable knowledge that enhance the ratio of benefits to customers (Lengnick-Hall & Lengnick-Hall, 2003). Valuable human capital can enhance the firms’ innovative performance (Cabello-Medina et al., 2011). In this manner, Blesa and Ripollés (2003) have observed entrepreneurial proactiveness as the firm’s response to the opportunities within the market place. Entrepreneur, who behaves proactively, has an ability to predicate needs and observe competitors’ action in market place. Proactiveness comprises taking initiative with efforts in shaping environment which leads performance (Blesa & Ripollés, 2003). However, innovative performance can be achieved through (1) the introduction of a new good or a new quality of a good, (2) the introduction of a new method of production, including a new way of handling a commodity commercially, (3) the opening of a new market, and (4) the conquest of a new source of supply of raw material or intermediate input and the establishment of a new organisation (Schumpeter, 1984). In line with these arguments, it can be hypothesised that:


H5.a Uniqueness of human capital has a positive relationship with innovative performance

H5.b Value of human capital has a positive relationship with innovative performance

H5.c Proactiveness of human capital has a positive relationship with innovative performance



Mediating Effect of Innovative Human Capital

Human capital which is formed by the knowledge, skills, and abilities can contribute to the organisational competencies and performance (Hayton & Kelley, 2006). Besides that, human capital may also apply an instrumental role in the attempts to shape a suitable internal support environment to increase organisational innovative performance (Bantel & Jackson, 1989; Wu et al., 2007). A suitable organisational setting for entrepreneurial activities with the required support has proposed to have an effect on innovative human capital in terms of generating required knowledge, skills to pursue for innovation (Alpkan et al., 2010).

However, past studies emphasise the positive impact of mediating role of human capital. For instance, Zhu, Chew & Spangler, (2005) posit that human capital mediates the relationship between leadership and organisational outcome. Therefore, there is a high chance for innovative human capital to play a similar mediating role in the relationship between organisational support and innovative performance. Therefore, higher organisational supports in terms of allocation for free time, work discretion, rewards, and tolerance for risk taking would create a better climate for innovativeness. In other words, entrepreneurs who are reinforced through allocation for free time, work discretion, rewards, and tolerance for risk taking, may experience high level of innovative performance. Thus, it is worth to test the following hypothesis:


H6.a-l Innovative human capital (uniqueness, value, and proactiveness) mediate the relationship between pro-innovativeness organisation architecture (allocation for free time, work discretion, rewards, and tolerance for risk taking) and innovative performance.



Based on the above discussion, Figure 1 shows the research model integrating the pro- innovativeness organisation architecture dimensions, innovative human capital dimensions and innovative performance variable in a testable manner.
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Figure  1. Research framework




METHODOLOGY

In this study, a structured study instrument was used for data collection purpose. The questionnaires were administered through drop-offs and pickups. The study utilised Peninsular Malaysia Small and Medium Enterprises Directory 2011/12 as its sampling frame. A total of 1000 active SMEs were selected via simple random sampling. A total of 263 SMEs (response rate = 26%) responded to the questionnaire. However, a total of 262 usable questionnaires were thus secured for analysis. The respondents’ company has been established since year 1929 to 2013. Majority of the respondents are from the services sector (45%) followed by manufacturing and agriculture with 30.5% and 5.7% respectively. The market of their business mostly is local (85.1 %). 68.3 % are the owner of the business. Sole proprietorship formed the majority of the respondents’ company (64.5%) followed partnership (22.5%) and joint venture (5.7%) and others. In relation to the total numbers of employees, 63.4% of the respondents reported that they have less than 5 employees, 28.2% with 6–20 employees and 8.4% respondents with more than 21 employees. Their education level started from high school (20%), certificate (14.1%), diploma (28.6%), degree (23.7%), and master (2.3%).

Multi-item scales were used to measure pro-innovativeness organisation architecture, social embeddeness, and innovative human capital. A 5-point Likert scales (1 = strongly disagree to 5 = strongly agree) were used to measure the level of respondents’ agreeableness on the statement posed to them. A questionnaire was developed from past studied. Pro-innovativeness organisation architecture has four dimensions; allocation of frees time (3-items), work discretion (3-items), rewards (4-items), and tolerance for risk taking (3-items) which are adapted from Alpkan et al. (2010). Innovation human capital has three dimensions; uniqueness of human capital (4-items), value of human capital (5-items), which are adapted from Cabello-Medina et al. (2011) and proactiveness (2-items) which is adapted from Blesa and Ripollés (2003). Innovation performance is measured by 6-items, which is adapted from Johannessen, Dolva & Kolvereid, (1997).

Partial Least Squares (PLS) structural equation modeling (SEM) were applied to estimate the measurement and structural model of this study using the software application SmartPLS 2.0 (Ringle & Wende, 2005). The results were presented in three steps. Firstly, the Harman single factor test was performed to test the existence of common method bias in the study. Secondly, the results of the measurement model were assessed and discussed. Thirdly, the results of hypothesis hypothesised in this study were assessed through the examination of the structural model.


In this study, at first, the existence of common method bias was examined using the Harman’s single factor test suggested by (Podsakoff, MacKenzie, Lee & Podsakoff, 2003; Podsakoff & Organ, 1986). The result shows that the first factor captured 24.964% of the variance in the data which is less than threshold level of 50% of total variance explained. The quality of the measurement model was assessed by examining convergent validity includes factor loading, average variance extracted (AVE), composite reliability (CR) as well as discriminant validity suggested by Hair, Ringle & Sarstedt, (2011) as a rule of thumb for model evaluation. Results show that indicator loadings for all items exceeded the recommended value of 0.7 (Hair, Black, Babin & Anderson, 2009). AVE were in the range of 0.575 and 0.803, which is above the recommended value of 0.5, and CR ranged from 0.858 to 0.904 which exceeded the recommended value of 0.7 (Hair et al., 2009). The results are shown in Table 1.

The discriminant validity of the measurement items was tested through the criteria suggested by Fornell and Larcker (1981). Table 2 depict the discriminant validity of this study and showed that the all the square root of AVEs, shown in the elements in the matrix diagonals are higher in all cases in the off-diagonal elements in their corresponding row and column, hence establishing the discriminant validity.

Path analysis was performed to evaluate the structural model. The primary evaluation criteria for structural model are the R² values and the level and significance of the path coefficients (Hair et al., 2011). The R² of uniqueness of human capital is 0.114, value of human capital is 0.163, proactiveness is 0.164, and innovative performance is 0.112 (Figure 2). The study hypothesised that four dimensions of pro-innovativeness organisation architecture (allocation for free time, work discretion, rewards and tolerance for risk taking) have the relationship with three dimensions of innovative human capital in terms of uniqueness, value, and proactiveness. The results showed that rewards has a significant relationship with uniqueness of human capital (β= 0.191, p<0.01), value of human capital (β= 0.320, p<0.01), and proactiveness (β= 0.244, p<0.01). Furthermore, tolerance for risk taking has a positive influence on uniqueness of human capital (β= 0.179, p<0.01), value of human capital (β= 0.135, p<0.05), and proactiveness (β= 0.193, p<0.01). The relationship between three dimensions of innovative human capital in terms of uniqueness, value, and proactiveness with innovative performance has been tested. The finding revealed that uniqueness of human capital has significant relationship with innovative performance with β= 0.296, p<0.01). Table 3 shows the results of direct effects.


Table  1
Results of measurement model



	Constructs
	Variables
	Items

	Loading

	AVE

	CR




	Pro-innovativeness
	Allocation of Free Time
	AFT1

	0.814

	0.668

	0.858




	
	
	AFT2

	0.790

	
	



	
	
	AFT3

	0.848

	
	



	
	Work Discretion

	WD1

	0.885

	0.759

	0.904




	
	
	WD2

	0.880

	
	



	
	
	WD3

	0.848

	
	



	
	Rewards

	REW1

	0.798

	0.672

	0.891




	
	
	REW2

	0.800

	
	



	
	
	REW3

	0.896

	
	



	
	
	REW4

	0.780

	
	



	
	Tolerance for Risk Taking

	TRT2

	0.875

	0.803

	0.891




	
	
	TRT3

	0.917

	
	



	Innovative Human Capital

	Uniqueness of Human Capital

	UHC1

	0.769

	0.641

	0.877




	
	
	UHC2

	0.789

	
	



	
	
	UHC3

	0.837

	
	



	
	
	UHC4

	0.806

	
	



	
	Value of Human Capital

	VHC1

	0.816

	0.634

	0.897




	
	
	VHC2

	0.789

	
	



	
	
	VHC3

	0.803

	
	



	
	
	VHC4

	0.812

	
	



	
	
	VHC5

	0.760

	
	



	
	Proactiveness

	PROAC1

	0.905

	0.753

	0.859




	
	
	PROAC2

	0.829

	
	



	
	Innovative performance

	IP1

	0.824

	0.575

	0.890




	
	
	IP2

	0.759

	
	



	
	
	IP3

	0.754

	
	



	
	
	IP4

	0.705

	
	



	
	
	IP5

	0.791

	
	



	
	
	IP6

	0.711

	
	




AVE=Average variance extracted; CR= Composite reliability; One item was deleted (TRT1)


Table  2
Discriminant validity of constructs
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Diagonals (in bold) represent the square root of average variance extracted while the other entries represent the squared correlations. AFT= Allocation of free time; IP=Innovative performance; Proact= Proactiveness; REW=Rewards; TRT= Tolerance for risk taking; UHC= Uniqueness of human capital; VHC= Value of human capital; WD= Work discretion


Table  3
Result of Direct Effects



	Hypothesis

	Path

	Beta

	SE

	t-value

	Decision




	H1.a

	AFT -> UHC

	-0.014

	0.073

	0.187

	Not Supported




	H1.b

	AFT -> VHC

	0.052

	0.074

	0.695

	Not Supported




	H1.c

	AFT -> PRO

	-0.025

	0.062

	0.398

	Not Supported




	H2.a

	WD -> UHC

	0.049

	0.095

	0.510

	Not Supported




	H2.b

	WD -> VHC

	-0.045

	0.076

	0.597

	Not Supported




	H2.c

	WD -> PRO

	0.075

	0.074

	1.007

	Not Supported




	H3.a

	REW -> UHC

	0.191

	0.080

	2.397**

	Supported




	H3.b

	REW -> VHC

	0.320

	0.066

	4.866**

	Supported




	H3.c

	REW -> PRO

	0.244

	0.077

	3.185**

	Supported




	H4.a

	TRT -> UHC

	0.179

	0.067

	2.691**

	Supported




	H4.b

	TRT -> VHC

	0.135

	0.071

	1.892*

	Supported




	H4.c

	TRT -> PRO

	0.193

	0.070

	2.750**

	Supported




	H5.a

	UHC -> IP

	0.296

	0.082

	3.628**

	Supported




	H5.b

	VHC -> IP

	0.001

	0.104

	0.014

	Not Supported




	H5.c

	PRO -> IP

	0.061

	0.078

	0.786

	Not Supported





*p<0.05, **p< 0.01, AFT= Allocation of free time; WD= Work discretion; REW; Rewards; TRT= Tolerance for risk taking; UHC= Uniqueness of human capital; VHC= Value of human capital; Proact= Proactiveness; IP=Innovative performance


 

Mediating effect of innovative human capital dimensions (uniqueness, value, and proactiveness) on the relationship between pro-innovativeness organisation architecture dimensions (allocation for free time, work discretion, rewards and tolerance for risk taking) and innovative performance has been tested (Table 4). Following the approach of Preacher and Hayes (2008), the results shows that the uniqueness of human capital mediates on the relationship between tolerance of risk taking and innovative performance (t-value=2.119, p<0.05).


Table  4
Results of Mediating Effects
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*p<0.05, AFT= Allocation of free time; WD= Work discretion; REW; Rewards; TRT= Tolerance for risk taking; UHC= Uniqueness of human capital; VHC= Value of human capital; Proact= Proactiveness; IP=innovation performance

Table 5 showed the summary of the predictive relevance for the endogenous construct under consideration in this research. The result showed that all exogenous constructs in this research have predictive relevance as all the values are above 0.


Table  5
The result of the Q2 values



	Endogens variables
	Q2

	R2




	Uniqueness of human capital
	0.072

	0.114




	Value of human capital
	0.093

	0.163




	Proactiveness
	0.125

	0.164




	Innovative performance
	0.060

	0.112






DISCUSSIONS AND MANAGERIAL IMPLICATION

This study investigates on how to capture the ‘pioneering minds’ of the SMEs via looking at the innovative human capital. In turns, this study analysed the factors that could cultivate ‘pioneering minds’ and its impact on innovative performance. The mediating role of human capital (in terms of uniqueness, value, and proactiveness) was tested on the relationship between pro-innovativeness organisation architecture (in terms of allocation for free times, work discretion, rewards, and tolerance for risk taking) and innovative performance in the context of Malaysian SMEs. The finding showed that rewards have an impact with all three dimensions of innovative human capital namely uniqueness of human capital, value of human capital, and proactiveness. This result indicates that reward is crucial in encouraging ‘pioneering mind’ among the entrepreneurs and this may foster them to improve their works to be unique as compared to their competitors. Continuing rewards system can encourage the entrepreneurs to consistently build new ideas and foster creativity as well as commitment towards innovation (Alpkan et al., 2010). Further, the power of the value of human capital is increased when reward system is in effect as part of organisational support (Lawler, 2000). The findings also signify that tolerance for risk taking has positive influence on uniqueness of human capital, value of human capital, and proactiveness. The term ‘risk taker’ can be considered as a positive attribute for the entrepreneurs. Here, the entrepreneurs have the willingness to take risks which eventually could inspire them to be more creative and innovative (Gupta, MacMillan & Surie, 2004).
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Figure  2. Structural model
*p<0.05, **p< 0.01




Moreover, when the organisational climate demonstrate a tolerable attitude towards taking risk, entrepreneurs proactively can come up with valuable and unique knowledge resulting in building up the innovative human capital.

In the relationship between three variables of innovative human capital namely uniqueness, value, and proactiveness with innovative performance, the results indicated that only the uniqueness of human capital has a significant relationship with innovative performance. This is consistent with the previous study in which uniqueness of individual’s knowledge, skills and abilities is considered as one of the most relevant features for innovation (Subramaniam & Youndt, 2005). It can be said that there is a connection between capturing the ‘pioneering mind’ and their ability to produce new products. Having ‘pioneering mind’ with the elements of uniqueness, valuable and proactiveness could contribute in establishing innovative ideas and hence may facilitate the firms to compete aggressively in the market. Consequently, the linkage between tolerance for risk taking and innovative performance can be strengthening if uniqueness of human capital plays an intervening role in Malaysian SMEs. A suitable tolerance for entrapreneurial risk taking may assist the entrepreneurs to generate required knowledge, skills which lead for superior new ideas and enhance innovative performance.

In terms of managerial implication, it is possible to suggest that SMEs should put more focus on their reward system and tolerance for risk taking in order to encourage and enhance the ‘pioneering mind’ which in turn may increase innovative performance. They should try to establish an internal climate, where especially reward system and tolerance for risk taking are extraordinary. Such a climate is presumably able to capture the ‘pioneering mind’ among the entrepreneurs which may help the SMEs to generate new ideas in the development of new product, method, and market.

LIMITATION AND FUTURE RESEARCH

The main limitation of the study was its reliance on single respondents (the owner of SMEs). In this manner, Podsakoff & Organ (1986) have posited that survey data based on self-reports may be subject to social desirability bias in which there is a potential that responding SMEs would agree more on socially desirable answers rather than truthfully express their honest feelings and opinions. Although the use of a single respondent is not ideal, it has been the method of choice for many researchers. Nevertheless, an assurance of anonymity can reduce such bias and common method bias using Harman’s one-factor test were conducted and none seemed to be present (Podsakoff & Organ, 1986; Scott & Bruce, 1994). Besides, questionnaire length might limit the ability to explore the influence of a potentially important determinant of the pioneering minds. Hence future research can build on the significant factors in this research by introducing new factors and measures to provide new insights and extend the model. As the influence of value of human capital and proactiveness on innovative performance is not significant in the current study, future research may consider moderating variable to strengthen these relationships. Finally, the study is limited by its cross-sectional design. Although most plausible directions for the pathways in the framework had been performed, longitudinal research is desirable to examine the direction of causality of the relationships and to detect possible reciprocal processes.

CONCLUSIONS

In conclusion, the concept of human capital is very essential in enhancing the innovative performance. To this end, an entrepreneur would be equipped with the right types of pro-innovativeness architecture namely rewards and tolerance for risk taking to effectively generate and implement new, innovative and unique knowledge. However, innovation will only flourish by having uniqueness human capital among SMEs. Managing innovation is about nurturing and developing human capital in which new ideas are generated, valued and supported and achieving such an “innovation performance” status is not an easy task without a proper road map or strategies being outlined and put into practice.
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ABSTRACT

This paper argues that tourism initiatives introduced in Malaysia’s rural setting lack of adequate attentions on tourists’ perceptions when designing a competitive paradigm for their development and management. This paper proposes a competitive model to evaluate important factors that link to destination competitiveness. The elements of destination competitiveness investigated in this study include natural resources, range of activities, accessibility of destination and local communities. SmartPLS 2.0 (M3) is applied in this study to analyse the data collected based on path modelling and then bootstrapping. A total of 103 questionnaires collected back from Kubah National Park by using convenience sampling technique. Based on the result, natural resources, range of activities and accessibility have a significant influence on destination competitiveness. However, local communities were found not significantly influence on destination competitiveness. The results of this study are believed to contribute to tourism authorities in choosing the right tourism development paradigms in specific rural areas.

Keywords: destination competitiveness, rural tourism destination, tourists’ perspective, Kubah National Park, Malaysia


BACKGROUND OF THE STUDY

The competitiveness of tourism destinations is becoming a topic of growing interest among scholars (Mechinda, Serirat, Popaijit, Lertwannawit, & Anuwichanont, 2010; Omerzel, 2006; Tubey & Tubey, 2014). Because it is one of the most concerned issues in tourism industries, not least in the rural tourism sector, as increasingly domestic competition has added more pressures for rural tourism to ensure their survival. One of the reasons why destination competitiveness is receiving attention by government, industries and academia is because for rural tourism industry to be profitable and sustainable in the long run, it is crucial for rural tourism destinations to sustain their competitiveness. Tourism destination competitiveness is able to gain competitive advantages such as tourist loyalty (Reichheld & Schefter, 2000), satisfaction (Chen, Chen & Lee, 2011; Kozak & Rimmington, 1999; Yoon & Uysal, 2005) and repeat patronage by revisiting a particular destination (Chen et al., 2011; Mechinda et al., 2010; Vengesayi, 2003).

Rural tourism is now facing threats of greater competition in which rural tourism destinations sites are facing stiff competition from other celebrated tourist destinations, for example, rural tourism encounters challenges from visitors who are inclined towards visiting popular or modern tourism destinations. Undeniably, there is an increasing competition from other tourist destinations in well-known cities or reputable holiday resorts in West Malaysia such as Pulau Langkawi, Pulau Redang, Cameron Highlands, Pulau Perhentian, Pulau Tioman and etc. Because of visitors’ changing expectations and the strong competition from urban tourism destinations, there is a need for entrepreneurs in rural tourism to take into account customers’ needs into their competitive strategies to enable themselves to thrive in this tough environment in the coming years. Rural tourism industries need to emphasize on providing good quality of services as well as focusing in the service areas where most essential in attracting visitors for the purpose of increasing customer satisfaction and thus repeat visitation and positive word-of-mouth recommendations in order to ensuring long-lasting profitability and survival (Lee & Kandasamy, 2011). It is obvious that if rural tourism does not achieve a high level of competitiveness, the tourism destination will be incapable of withstanding these pressures.

Kubah National Park in Kuching, Sarawak was chosen to be rural tourism destination of this study. Based on the information provided in Tourism Board official website (Sarawak Forestry Corporation, n. d.), Kubah National Park is located 21km from Kuching. The Park covers an area of 2,230 hectares, and comprises the heavily forested slopes and ridges of the Serapi range. Kubah National Park comprises of rainforest with massive trees, beautiful rivers and waterfalls, and the richest concentration of palm species in the world. It also offers attractions such as beautiful clear watercourses which are perfect for picnicking and swimming, while the mountainous terrain and many river gullies offer visitors who have appetites for challenging trekking. Sarawak Forestry recorded Kubah as a national park with the highest number of different palm species, making Kubah probably the richest palm habitat for its size anywhere in the world. It is also possible to see animals in the wild here, particularly birds, frogs and giant squirrels. Besides that, Kubah also offers different accommodation options such as bungalows, rest houses, charlet and hostel which all fully furnished to tourists or visitors for their convenience (Sarawak Forestry Corporation, n. d.). Undeniably, Kubah National Park is one of the best rural tourism destinations. However, Kubah is not always the top option for visitors if compared to other tourism destinations. Destinations with a wealth of resources may sometimes not be as competitive as a destination with lack of resources (Tubey & Tubey, 2014). The most important criteria for a rural tourist destination is the ability of creating and integrating value-added products that sustain its resources to maintain market position relative to competitors (Hassan, 2000).

As aforementioned, in order to understand the competitiveness of tourism destination, both marketing scholars and practitioners need to identify and assess the relative impact of competitiveness factors. The main aim of this study is to thoroughly present a model of destination competitiveness. The paper discourses the results of survey, based on indicators associated with the model, to determine which attributes affect the competitiveness of Kubah National Park, Kuching as a tourist destination.

LITERATURE REVIEW

Several researchers (e.g., Aref & Gill, 2009; Khound, 2013; Wani & Shafi, 2013) explain the meaning of rural tourism by defining rural tourism as the tourism which has demonstrated the life in undistributed natural areas, art and culture, heritage and tradition in a rustic setting, and thus bringing different benefits to local communities either economically or socially, as well as enhancing the tourists’ experience by interactive with local communities and other tourists in order for it to be termed as rural tourism.

Besides, the Rural Tourism Master Plan has also defined rural tourism as:


‘tourism that provides opportunities to visitors to visit rural areas and rural attractions, and to experience the culture and heritage of Malaysia, thereby providing socio-economic benefits for local communities…the proximity of many of these rural areas to the hinterland of jungle and rainforest also offers visitors an opportunity to extend their holiday and enjoy those unique natural resources’ (RTMP, 2001: p. 22).



Rural tourism in this study is defined as a rustic tourist destination which is largely dependent on natural environment, and it is engaged with various forms of local activities based on preservation of historical heritage, custom and traditions, as well as different of arts and cultures of local communities that enables it to create natural experiences for the tourists during their visits (Ramakumar & Rajashree, 2008). Past researchers (e.g., Chen & Tsai, 2007; Dmitrović, Cvelbar, Kolar, Brencic, Ograjenšek, & Žabkar, 2009; Huang, 2011; Jamaludin, Johari, Aziz, Kayat, & Yusof, 2012; Kumra, 2008; Rajesh, 2013; Zhu, 2011) have never excludes service quality issues in tourism area. They addressing a good quality of tourism destination is one of the most important components to gain customer satisfaction (e.g., Said, Shuib, Ayob, & Yaakob, 2013; Shonk, 2006) and stand a long-lasting position in today’s high competitive business environments.

Tourism Destination Competitiveness

The concepts of destination competitiveness were proved to be very complicated and broad. There is no clear definition or model has yet been developed, despite past discussions on competitiveness (Dwyer & Kim, 2003; Wilde & Cox, 2008). The most acceptable definition of destination competitiveness is defined by Dwyer and Kim (2003) and adopted by many researchers (e.g. Dupeyras & MacCallum, 2013; Goffi, 2013; Marku, 2014; Komppula, 2014; Omerzel, 2006), who explained the meaning of destination competitiveness as a critical component that appears to be linked to the destination’s ability in delivering goods and services superior than other destinations and the goods and services were evaluated as important tourism experiences by tourists. Destination competitiveness is also defined by Hassan (2000) as the ability of a destination to maintain its market position relative to competitors by creating value added products and integrating all productivity levels of various components of tourism industry to sustain its resources. It is proven that competitive level of a destination factors affects the attractiveness of a destination (Croes, 2010; Dwyer, Forsyth & Rao, 2000a; Dwyer & Kim, 2003; Perles-Ribes, Ramón-Rodríguez & Sevilla-Jiménez, 2014; Tsai, Song, & Wong, 2009; Wilde & Cox, 2008). This research adopts a model representing some attributes of destination competitiveness based on the works of Dwyer and Kim (2003), who describe tourism destination competitiveness as natural resources, range of activities, accessibility of destination and local communities. This study attempts to conduct an empirical analysis on Kubah National Park, Kuching Sarawak as a tourist destination.

Natural Resources

Natural resources are the primary elements of destination appeal and are considered as the key drivers for gaining attention from tourists (Ross & Iso-Ahola, 1991). Natural resources of a destination include cleanliness of destination, unspoiled nature, richness of flora and fauna and comfortable climate, which considered as the main attractions vital for many forms of tourism and tourists’ satisfaction (Buckley, 1994; Heath, 2003). Dwyer and Kim (2003) indicate that natural attractions of a destination together with the environmental framework can used to reflect whether tourists enjoy the destination or otherwise. Dupeyras and MacCallum (2013) indicate that a successful tourism destination has the ability to provide unique experiences to tourists which includes natural resources. Moreover, destinations with recognised world heritage status have the competitive advantage over other destination to attract tourists. Accordingly, maintaining a high level of attractive natural environment has to be a primary concern for maintaining competitiveness (Inskeep, 1991). Many authors (Cracolici, Rietveld & Nijkamp, 2006; Gartner, 2014; Hassan, 2000; Middleton, 1997; Mihaliḉ, 2000, 2013) suggest that the quality of natural attractions is part of quality destination and it can be a determinant for tourism destination competitiveness (Ritchie & Crouch, 1993). Therefore, as discussed above, the following hypothesis is developed:


H1: There is a significant relationship between natural resources and destination competitiveness.



Range of Activities

A range of activities is defined as variety of attractions conducted in the destination area by an event organizer or management to reach some specific outcomes (Parahiyanti & Hussein, 2015). These include recreation and sports facilities, facilities for special interest visitors such as adventure, ecotourism, cultural/heritage tourism and biking trails (Mechinda et al., 2010). Generally, outdoor activities or events were conducted for visitors or together with local communities as a part of social interaction with the local communities. Sometimes, an event or some activities that are conducted can be used as a tool to increase a destination’s reputation or destination awareness and destination branding. An event or activity not only concerned in mega events, but also a local event activities which are based on needs of tourists to provide entertainment to them (Etiosa, 2012). Some of activities or events are basically created in order to fulfill the demands of visitors who are seeking for adventures at the destination (Hossain, 2006). These types of activities or events are believed to contribute contribution in enhancing tourists’ arrival and increase destination competitiveness as well (Ayikoru; 2015; Crouch, 2001; Presenza, Sheehan & Ritchie, 2005). Therefore, as discussed above, the following hypothesis is developed:


H2: There is a significant relationship between range of activities and destination competitiveness.



Accessibility

Accessibility quality is defined as the availability of customers in reaching the destination such as traffic flow, parking facilities, convenience of local transportation, availability of destination information and easy connections from destination to airports, public transport terminals, and freeways (Chi & Qu; 2008; Getz, 1997). As it is a known fact that there are many sub-sectors in tourism field such as destinations, venue, accommodation, attractions, various transport modes, attractions, personnel who provide services and etc (Fundosa Accessibility SA Final Report, 2009). A good quality accessibility of destination is to have the ability of the destination in providing the appropriate or variety of access for tourists for them to get into a geographical location and during their visitation at a particular destination with ease (Aguila & Ragot, 2014; Hall, 2004). Mill and Morrison (1992) indicate that destination accessibility can be one of determinants to affect destination competitiveness. This is in line with Edwards (1993)’s study revealed that a long-haul tourist destinations was examined on the basis of how accessibility of destination for tourists. A good accessibility quality of a destination or within a destination area has the potential to raise the destination’s capacity in attracting new markets, enhance the visitor’s experience towards the destination and even can encourage a more sustainable travel between the visitor’s home and destination (Guiver & Stanford, 2014). A market survey conducted by The Commonwealth Government’s White Paper (2003) identifies that accessible tourism destination always play an important part of niche experiences for tourists. McKercher, Packer, Yau, and Lam (2003) also affirm that visitors are most satisfied when the information of a destination is accessible and the location of accommodation is highly accessible. Therefore, as discussed above, the following hypothesis is developed:


H3: There is a significant relationship between accessibility of destination and destination competitiveness.




Local Communities

Until recently, most researches focused for the factors that influence tourism caused by industries, however there is lack of researches that highlight how local communities perceptions and attitudes can affect the image of destination for visitors (Murphy, 1985; Zhang, Inbakaran & Jackson, 2006). Basically in this study, local community is a group of people sharing the boundaries in an area of tourism (Abas & Mohd Hanafiah, 2014). In rural tourism context, local communities play a vital role in tourism development as sometimes they are regarded as “service supplier’ which can influence on the total number of tourist’s arrival. Therefore, the hospitality of local communities towards tourists has been recognized as being crucial for a successful tourism destination and one of the important factors that will influence visitors to return to a destination or to recommend that destination to others (Lawson, Merrett & William 1996; Thyne, Lawson & Todd, 2006). Hospitality relates to the perceived friendliness of the community towards tourists whereby it consists of the warmth of reception by local residents; the willingness of residents to provide information to tourism; their attitudes towards tourists and the tourism industry (Dwyer & Kim, 2003). Furthermore, these tourists may promote their impressions, feelings and attitudes of the destination among to their families, friends and colleagues by sharing their travel experiences with them. All these are likely to affect the destination’s ability to attract return visitors as well as to generate new visitors (Zhang et al., 2006). Therefore, as discussed above, the following hypothesis is developed:


H4: There is a significant relationship between local communities and destination competitiveness.



DESCRIPTION OF SAMPLE AND METHODOLOGY

In this study, Kubah National Park is chosen as the research site since it is one of the popular rural tourism destinations in Sarawak. Additionally, the ability of the Kubah National Park to create and integrate value-added products that sustain its resources to maintain market position relative to competitors and this place is potentially gaining its reputation as a tourist destination. Both local and foreign tourists who have visited these tourism destinations or visiting these tourism places are the respondents. They are requested to complete a questionnaire that contains measures of the construct. It is important to note that, based on the rule of thumb of sample size by Hair, Hult, Christian, Ringle, and Sarstedt, (2013) the sample size is 10 to 15 subjects per variable. In this study, 5 variables are identified. Thus, the minimum sample size was needed in this study to be minimum of 50 respondents. However, Hair, Anderson, Tatham, and Black (1998) also recommended a sample size of more than 100 to produce more reliable results. Therefore, a total of 103 questionnaires were collected from tourists who are visiting or have visited Kubah National Park by using convenience sampling technique which can get a gross estimate of the results without incurring the cost or times require.

In order to access the research model developed, SmartPLS 2.0 (M3) (Chin, 1998a, b, 2010) is applied in this study. It is used to analyse the data collected based on path modelling and then the bootstrapping (Chin, 1998a,b; Gudergan, Ringle, Wende & Will, 2008; Tenenhaus, Vinzi, Chatelin, & Lauro, 2005; Wetzels, Schroder & Oppen, 2009). Gustafsson and Johnson (2004) suggested that PLS is a useful tool to test with structural equation models that have latent variables and cause-and-effect relationships. It is supported in Gudergan et al. (2008)’ study by state that, for the researcher who study on cause and effect relationship, PLS is a sustainable technique to evaluate fore-mentioned relationship especially in intricate business research. A total of 500 re-samples were used to generate the standard error of the estimate and t-values.

Assessment of the Measurement Model

Structural equation modelling analysis depends on two methods which are measurement model and structural model analysis (Anderson & Gerbing, 1988). The measurement model is mainly for assessing the model validity and the items’ reliability. At first, confirmatory factor analysis (CFA) was conducted in this study in order to access reliability, convergent validity and discriminant validity of the scales. Table 1 and 2 shows the most of the items loading were exceeded 0.5 (significant at p < 0.01) (Hair, Black, Babin & Anderson, 2010) and all Average Variance Extracted (AVEs) larger than 0.5 (Fornell and Bookstein, 1982; Bagozzi & Yi, 1988). Besides, all the Composite Reliability (CRs) were more than 0.7 (Gefen, Straub, & Boudreau, 2000) as showed in the Table 1. Similarly, all the value of Cronbachs Alpha exceeded 0.7 (Nunnally, 1978), which means the internal reliability of items is achieved. Apart from that, the square root of the AVE was tested against the intercorrelations of the construct with the other constructs in the model to ensure discriminant validity (Chin, 1998a,b, 2010; Fornell & Larcker, 1981) and all the square root of the AVE exceeded the correlations with other variables (Table 2). Thus, the measurement model was considered satisfactory with the evidence of adequate reliability, convergent validity, and discriminant validity.


Table  1
Results of Measurement Model



	Model Construct

	Measurement Item

	Cronbachs Alpha

	Loading

	CRa

	AVEb




	Natural Resources
	NatuRes_01

	0.882

	0.763

	0.902

	0.570




	
	NatuRes_02

	
	0.765

	
	



	
	NatuRes_03

	
	0.734

	
	



	
	NatuRes_04

	
	0.793

	
	



	
	NatuRes_05

	
	0.790

	
	



	
	NatuRes_06

	
	0.800

	
	



	
	NatuRes_07

	
	0.621

	
	



	Range of activities

	Activities_26

	0.739

	0.580

	0.830

	0.554




	
	Activities_28

	
	0.753

	
	



	
	Activities_29

	
	0.741

	
	



	
	Activities_30

	
	0.875

	
	



	Accessibility

	Access_51

	0.882

	0.776

	0.914

	0.681




	
	Access_52

	
	0.793

	
	



	
	Access_53

	
	0.889

	
	



	
	Access_54

	
	0.801

	
	



	
	Access_55

	
	0.862

	
	



	Local Communities

	LocalComm_56

	0.932

	0.914

	0.946

	0.744




	
	LocalComm_57

	
	0.869

	
	



	
	LocalComm_58

	
	0.887

	
	



	
	LocalComm_59

	
	0.841

	
	



	
	LocalComm_60

	
	0.816

	
	



	
	LocalComm_61

	
	0.846

	
	



	Destination Competitiveness

	DestCompe_62

	0.881

	0.734

	0.905

	0.516 




	DestCompe_63

	
	0.825

	
	



	DestCompe_64

	
	0.777

	
	



	
	DestCompe_65

	
	0.675

	
	



	
	DestCompe_68

	
	0.663

	
	



	
	DestCompe_71

	
	0.650

	
	



	
	DestCompe_72

	
	0.742

	
	



	
	DestCompe_73

	
	0.733

	
	



	
	DestCompe_74

	
	0.642

	
	




Note:
a Composite reliability (CR) = (square of the summation of the factor loadings)/{(square of the summation of the factor loadings) + (summation of error variances)}.
b Average variance extracted (AVE) = (summation of the square of the factor loadings)/{summation of the square of the factor loadings} + (summation of error variances)}.


Table  2
Discriminant Validity of Construct



	Constructs

	Accessibility

	Destination Competitiveness

	Local Communities

	Natural Resources

	Range of Activities




	Accessibility
	0.825

	
	
	
	



	Destination Competitiveness
	0.595

	0.718

	
	
	



	Local Communities
	0.481

	0.439

	0.863

	
	



	Natural Resources
	0.257

	0.345

	0.224

	0.755

	



	Range of Activities
	0.088

	0.471

	0.076

	0.165

	0.744





Note: Diagonals represent the square root of the average variance extracted while the other entries represent the correlations.

Assessment of the Structural Model

After the adequate reliability, convergent validity, and discriminant validity are confirmed in the model, next step is to test the hypotheses. The visual results and detailed results are indicated in Figure 2 and Table 3 respectively. Natural resources (β=0.127, t=1.791), range of activities (β=0.398, t=5.271), and accessibility (β=0.449, t=4.289) are significantly related to destination competitiveness whereas local communities (β=0.164, t=1.589) is not significant predictor of destination competitiveness. Therefore, hypothesis 1, hypothesis 2 and hypothesis 3 are supported while hypothesis 4 is not supported. The R2 value is 0.579 which indicates that 58% of the variance in the destination competitiveness can be explained by all the four constructs. The most significant predictor is range of activities, followed by accessibility and natural resources.


Table  3
Path Coefficients and Hypothesis Testing



	Hypothesis

	Relationship
	Std. Beta

	t-value

	Decision




	H1

	Natural Resources -> Destination Competitiveness
	0.127

	1.791*

	Supported




	H2

	Range of Activities -> Destination Competitiveness
	0.398

	5.271**

	Supported




	H3

	Accessibility -> Destination Competitiveness
	0.449

	4.289**

	Supported




	H4

	Local Communities -> Destination Competitiveness
	0.164

	1.589

	Not Supported





Note: **p<0.01, *p<0.05



[image: art]

Figure  1. Results of the Path Analysis



FINDINGS

This study sets out is mainly to analyse the competitiveness of Kubah National Park as a tourist destination. Following the review of literature, the four main variables in this study are natural resources, range of activities, accessibility and local communities. The constructs of this study which are the four main variables have been examined and are well publicised over recent years. Unsurprisingly, based on the results, natural resources, range of activities and accessibility significantly influence destination competitiveness and the results of this study is in line with past studies (e.g., Kozak, 1999; Hallmann, Müller & Feiler, 2014; Ritchie & Crouch, 2010).

Range of activities is regarded as the most significant influence in destination competitiveness (t=5.271). Ritchie and Crouch (2010) posit that the activities dimension of destination attractiveness appears to be growing in importance as the tourists are increasingly seeking new experiences that are highly exciting. A range of activities are able to identify opportunities to bring together local residents and tourists to celebrate the unique and special features of a destination. Varieties of activities in destinations successfully attracted more tourists and also they can influence tourists’ destination choice. The next variable, accessibility of destination also significantly influence destination competitiveness (t=4.289). The result is supported by past studies (e.g., Al-Ababneh, 2013; Ali & Howaidee, 2012; Kozak et al., 2009; Ritchie & Crouch, 2010).The ease of gaining transportation access into and around a destination is found to be an important determinant attribute as well. Where accessibility is difficult (whether it is due to lengthy travel times, high costs, entry barriers and formalities, unpleasant travel connections or schedules) it can decrease willingness of tourists visit the place (Ritchie & Crouch, 2010). Kozak, Baloğlu and Bahar (2009) concur that a destination’s resources are hardly relevant to the issue of competitiveness unless they are accessible to potential tourists and tourism operators alike.

This study also found that natural resources are significantly linked to destination competitiveness (1.791). The result is also in congruent with previous studies (e.g. Chen, 2001; Crouch, 2011; Mihalič, 2000). For many destinations, the natural environment is one of the primary attractions for leisure visitors. A wide range of recreational, activity based, educational, cultural activities and experiences, can be accessed by visitors in natural and protected areas. It provides a powerful attracting force for the prospective tourist (Murphy, Pritchard & Smith 2000), and thus enhances its competitiveness level.

However, local communities were found not to have a significant influence on destination competitiveness (1.589). The result is in contrast to Omerzel’s study (2006) and Kozak et al., (2009) which indicate that the hospitality of local residents was rated highly by tourists. The possible explanation of the result is tourists who are visiting to Kubah National Park are seeking for a variety of landscape types and climates, and there are numerous options for natural activities in all seasons. As Huh (2002) indicated that there is a rising trend among travelers that enjoy the unique rural life which has the richness in term of natural resources and variety of nature exploring activities. As aforementioned, the unique selling proposition in Kubah National Park are more of unspoiled nature environment and different types of natural activities such as camping, hiking, jungle trekking, swimming and so on. Kubah National Park is able to market itself by creating an image of peace and quiet in natural settings and richness of unspoiled nature. This creates an image of a relaxing atmosphere for the destinations for tourists to enjoy peace, nature and relaxing. However, Kubah National Park does not offer any cultural activities or events or cultural attractions which these activities are normally provided by local residents. Due to this reason, local residents mostly are not a major concern or main motive for them when they plan to having a unique travelling experience in Kubah National Park.


CONCLUSION, IMPPLICATIONS AND SUGGESTIONS

Past researchers (Crouch, 2011; Dwyer & Kim, 2003; Gomezelj & Mihalič, 2008; Hallmann, Müller, Feiler, Breuer, & Roth, 2012; Hudson, Ritchie & Timur, 2004) have investigated the supply side of the destination, but the demand side of destination or tourist’s perspectives have not been thoroughly study (e,g., Akroush, Jraisat, Kurdieh, AL-Faouri & Qatu, 2016; Formica, 2004; Yoon, 2002). Clearly, consumers play a main role in the tourism system and their perspectives are regarded as a key resource and one of the competitive advantages for rural tourism business (Pikkemaat & Müller, 2008). Barsky and Nash (2002) indicate that the more information providers gain from consumers, the more quality of experiences and successful tourism products they can offer to consumers. Bieger (2005) highlights the importance of tourists’ perspective in the tourism production and consumption process and the need for destinations’ unique selling propositions. Therefore, the main purpose of the study is to empirically test and identify which elements influence destination competitiveness in Kubah National Park, Kuching from demand side.

On the basis of obtained empirical results from this study, it is suggested that some improvements should be made to Kubah National Park to become a more competitive rural tourism destination. The fundamental principle of the destination management process is that it involves bringing together stakeholders to clearly articulate the strategic direction and actions for the development, marketing and management of a destination for the future. All kinds of management activities and actions should includes preservation of natural resources, creating and integrating value in tourism activities and enhancing accessibility of destination so that Kubah National Park as a tourist destination to achieve better competitive market position. Moreover, the model allows destination competitiveness to be monitored over time. This can provide a moving picture of destination competitiveness at different points in time especially for the environment and policy maker who want to deliver maximum competitive advantages that supporting long-term sustainable tourism growth.

Apart from that, the implication for this study can be set as a guideline for the rural tourism destination to understand their current and desired tourists’ preferences clearly which helps them in developing, managing and marketing a destination to ensure both short-term and long-term sustainability goals are achievable. It is essential for stakeholders or policy markers understand a destination target market’s behaviors, characteristics, decision making process, needs and preferences are vital in developing suitable strategies for destination development and market. Moreover, the results of this study can help tourism authorities in choosing the right tourism development paradigms in specific rural areas. For instance, customisation and diversification of activities are a priority in delivering quality tourism experiences which meet or exceed visitors’ expectations. It is a key to enhance the accessibility of destination by providing more transportation modes. A good infrastructure such as road or railway cannot be neglected also since natural resource is also an important element, such concerns have to put in preservation of natural resources and to ensure constant environmental monitoring of destination.

The findings are limited to the competitiveness attributes included in the study and for future research a qualitative study would help reveal some other components of tourist destination competitiveness. Therefore, it is suggested that future researches can broader the data set to offer further valuable insights by combining several study sites. Besides that, the competitiveness model should focus on the importance of different attributes which could be improved by seeking to better quantitatively measure and the relative importance of various factors determining the destination competitiveness. Additionally, future researches can focuses on both direct measures and indirect measures (e.g., market share, profitability and any other financial indicators) on destination competitiveness to form a more integrated and comprehensive destination competitiveness model. Another limitation of the study is that the results may not be generalise over other rural tourism destinations. Future research would aim to replicate this study by using different samples and extend the study scope by including multiple destinations and nationalities. It is a need also to conduct more valid assessment of tourist destination competitiveness by comparing the destination with more than two destinations and examine it from multiple nationalities’ perspective.
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ABSTRACT

Social engagement involves the participation of a group people in undertaking collective activities in social community. The paper aims to examine the formalisation of NGO social engagement to their stakeholders. The MERCY’s social engagement is not only focusing on the traditional forms of reports i.e. social reports to the stakeholders but includes the forms of actions including conversation, behavioural explanations and reasonable conduct through negotiation of performance and impact among stakeholders. The social engagement paradigm emphasises on the rights and contracts between two parties (i.e. Accountor and Accountee). The qualitative research is employed by undertaking empirical case study research for MERCY, an international disaster relief NGO that highlight an understanding of social engagement through the power of negotiation. The data are gathered through in-depth series of interviews and documentary reviews, which was analysed through thematic analysis. The findings revelas the social “closeness” within the community can be seen from the moral values imperatives that had driven by the trustworthiness and willingness of the people in the community to engage in the volunteering work.

Keywords: social engagement, medical relief, social contract, social disclosure


INTRODUCTION

The social engagement of NGO reflects their social activities and programmes undertaken by the organisation in delivering their social actions to the public spheres. It is essential in delivering social benefits and contributions to the people in need. According to Prohaska, Anderson and Binstock (2012), the notion of social capital is used to examine community structures and their potential contribution to social cohesion, trust, mutuality, co-operation and openness. The paper contributes in the choice of an NGO engaged in international disaster relief as the empirical site.

The NGO setting is complex in nature, which is surrounded by the emergent relationship between NGOs, corporations, the state and civil society (Bendell, 2000; Edwards & Fowler, 2002). Occasionally, NGO social engagement relies on the political influence at a global and local levels that opens a wide space for “political bargaining” (Jordan & Van Tuijl, 2000, 2007). The NGOs are seen to negotiate with concern to legitimacy, transparency and transnationalism (Princen & Finger, 1994, pp. 34–38). However, the NGO engagement at the international level involves the collaboration of the NGO in enhancing the ability of states to regulate through the treaty process, resultantly the changes in substance, participants and process may alter the state of power in the international setting (Raustiala, 1997). Thus, the NGO social engagement can be influenced by the political means or subject to the compliant of policies and guidelines in the global arena.

In a similar vein, the involvement of the NGOs in the religious matter may contribute to the development and implementation of the social engagement for the prioritised religious community (An-Na’im, 2002; Fisher, 1998; Jordan & Van Tuijl, 2007; Mohamad, 2008). The NGO that has shared mutual understanding with the prioritised community will focus on the development of the infrastructure and society they engaged in (Roy, 2014). This NGOs will contribute to the building of synergy in the community and independent from the political intervention in building the society (An-Na’im, 2002; Fernando & Heston, 1997; Jordan & Van Tuijl, 2007; Mohamad, 2008). Thus, the existence of the NGO may assist in the community development, which is essential in the social-economical position within the prioritised society (Gray, Bebbington, & Collison, 2006; Katz & Anheier, 2006; Lehman, 2007).

Through these understanding, the issues related to social engagment of NGO are complex primarily because of the ambiguous situation, they engage with multiple stakeholders with diverse demands (Jordan & Van Tuijl, 2007). To understand the situation, the paper focuses on the narrow aspect of NGO social engagement, which revolve between the “accountor” and “accountee” that derived from the social contract theory. The NGO social actions can be stipulated from the social responsibilities or social conducts between the two parties.

Interestingly, Jordan and Tuijl (2007) categorise NGO responsibilities as threefold. First, organisational responsibilities include transparency in decision making and accounting; efficiency of operations; and working within transparency legal confines. Second, responsibilities embedded in the mission of an NGO such as promoting rights for the poor, the alleviation of hunger, children’s rights, or saving the environment. Third, responsibilities entrenched in relationships with different stakeholders that are impacted by or involvement in the activities of NGOs. Thus, the NGO is seen as not only accountable for their financial and social impact but also the moral-social values through which they engage with others.

Thus, the NGO social engagement involves the participations and social actions between the multi-dimensional levels of the stakeholders in the community. Taking this notion on board, this case study highlights the additional challenge of a situation, which the beneficiary is seen as “silent” actors that not necessarily one whose actions are unaccounted for.

The paper commences with the constructing view of NGO social engagement and proceeds with a literature review and research methodology. The final section summarises the findings and offers some brief discussion and conclusions.

UNDERSTANDING SHARED MORAL VALUES IN THE COMMUNITY

Defining NGO from the perspective of civil society that engages with humanitarian action has led to political challenges based on appropriateness of adopting a communitarian position compared to a liberal democratic stance (Lehman, 1999). Under this liberal democratic position a model of neo-classical economic assumes that power is widely distributed between all individuals and all individuals are equal (Gray, Owen, & Adams, 1996, pp. 16).

Gray et al. (1996) states the society, including culture and ethics, determine the structure and acceptable mode of behaviour in the economic condition, where the identification of individuals or stakeholders in this economic domain is essential. Gray et al. (1996) provided explanation of accountability relations between the “accountor” and “accountee” based on shared values reflected by social contracts between corporations and their stakeholders. However, Lehman (1999) contends Gray et al.’s (1996) position by claiming that they do not provide a clear understanding of the relationship between state and civil society. This is interesting argument, which provides clear boundaries for NGO social engagement.

Based on this notion, the paper draw an important elements that links between the the “accountor” and “accountee”. The concept of shared moral values highlights by Rawls (1971, 1993) provide an essential element that indirectly link to the social engagement in a community. Rawls (1971, 1999) proposes an ideal theory according to which the voices of all citizens are equal, irrespective of their different religious and philosophical views. Rawls recognises the conflict in views that are often highlighted by an individual’s moral position on human nature. Thus, interestingly, this paper take into account the understanding of Rawls’ common “moral” imperative, which the need to achieve NGO social engagement through collaboration and coalition with other NGOs.

THEORETICAL FRAMEWORK

The review of literature is conducted to provide a conceptualised theoretical framework that will be used in explaining the social engagement in the NGO. The important element that need to be highlighted in the social engagement encompasses of the “moral obligations” or “moral imperatives” that exist in the relationship between the “accountor” and “accountee”.

Gray et al. (1996) mention the relational relationship that might exist within the social context. The social contract that exists between the “accountor” and “accountee” can be legal or non-legal; moral or natural contracts through rights of the parties that connected within the relationship. The relationships within these parties “are governed by ruling ethics, values and principles of society” (Gray et al., 1996, p. 39).

With reference to this, the extension of Gray et al. (1996) is essential in order to provide an in-depth social contract deliberation between the two parties, i.e. “accountor” and “accountee”. Thus, the social accountability can be seen from the perspective of rights and responsibilities, which involves the moral obligations within the related parties. In a similar vein, the relationship between the related parties can be illustrated within the locus of individualism and culture configurations of accountability (Gelfand, Lim, & Raver, 2004).

To elaborate this, moral values in accounting involve the ethics and practices within the society (see, for example, Abdul Rahim & Goddard, 1998; Blader & Rothman, 2014; Jones, 1995; Raar, 2009; Schweiker, 1993). Specifically, Lehman (1995) emphasise the moral obligations for accountants to report on the environmental information depends on their work ethics. The moral values can be delineated from the understanding of “self” (Jones, 1995), which constitute to the good society base on shared moral values within the social community (Taylor, 1989).

Taking this understanding, the paper extends the Gray et al. (1996) theoretical framework by building a link in the social engagement between “accountor” and “accountee” through “moral imperatives” and analyses it within the empirical background. Thus, the theoretical framework for the accountability relations between the “accountor” and “accountee” is presented in the Figure 1.


[image: art]

Figure  1. Accountability Framework (developed from Gray et al., 1996) Sources adapted from Gray et al. (1996, p. 39)



The theoretical framework for this study is then contextualised within the empirical evidence of the humanitarian disaster relief NGO in Malaysia, namely MERCY. The paper utilizes the model presented by Gray et al. (1996) for explaining the social contract in forming the social engagement between the “accountor” and “accountee” within the lens of “moral imperatives“, which is an important element between the humanitarian relief NGO and the society that they engaged in.

Additionally, review of existing literature explains that the moral values can be classified into three categories that are individual professionalism, trustworthiness and self-satisfaction (Fry, 1995; Gray, Dey, Owen, Evans, & Zadek, 1997; Gray et al., 1996; Lehman, 2013; Schweiker, 1993). In a similar vein, individual professionalism can be seen from the perspective of their ethical values and code of conduct of an individual and their response to certain condition (see, for example, Ashton & Ashton, 1995; Belal, Cooper, & Roberts, 2013; Hardy & Ballis, 2013). According to Shearer (2002), the ethically neutral disciplined is required in the “giving an accounts” by which individuals are answerable through moral responsibility. The next section will explain the research methodological stances and empirical evidence from the case study.

RESEARCH METHODOLOGY

This study is carried out to increase understanding of the emergence and impact of accountability mechanisms in a non-governmental organisation specifically related to humanitarian assistance and medical relief missions. In obtaining an in-depth comprehension about this case study, an interpretive position was adopted to understand the phenomenon of social engagement in the NGO.

MERCY Malaysia was selected to conduct the empirical site of the enquiry based on their humanitarian relief mission. Gaining case study access to MERCY was quite difficult and hedged with confidentiality restriction and practical constraints, which the researcher need to be prepared for (Bryman, 1989; Burgess, 1984; Hammersley & Atkinson, 1983). In addition, once access was achieved, scheduling interviews was problematic as emergency response planning was taking place to respond to the humanitarian crisis brought about by war in Gaza in December 2008 to January 2009. The researcher revisited MERCY in 2013 to update the fieldwork data to ensure the consistency of the responses collected earlier.

The structure for the research investigation was designed around seven in-depth interviews conducted with the individuals responsible for preparing the organisation’s social ‘disclosure’. The interviewees were comprised of two Honorary Members, three Heads of Departments and two Senior Officers. These interviews included the Acting General Manager who also functions as Head of the Finance Department managing the strategic operational tasks and financial matters at MERCY. Each interview was tape-recorded and lasted between one and a half hours to two hours. The interviews were conducted either entirely in English or in mix of English and Malay to help translation of symbolic meaning. The respondents were posed questions related to the social responsibilities, moral imperatives based on professionalism, trustworthiness and self-satisfaction, challenges and future directions.

Observation was conducted at the MERCY Malaysia Headquarters to gain insights on staff engagement, managerial obligations, and organisational change relating to their strategic planning operations and procedural implementation across MERCY. The observational data gathering was taken during their meeting and social contact with the volunteers in three (3) settings. This observational approach allowed the researcher to obtain deeper and richer insights into the data gathered on social relationships.

The subsequent analysis of case evidence was conducted with the assistance of Nvivo8 software and manually coding to identify themes and patterns. The data reduction, data evaluation and data verification were conducted to gain in-depth insights (Miles & Huberman, 1994). Additionally, the researcher conducted careful themetic analaysis to investigate irregularities of evidence gathered from the transcriptions, documents reviewed and field notes (O’Dwyer, 2008). The transcriptions, field notes and memoing were themes according to congruent thematic coding to identify the pattern that may lead to the unique findings (Miles & Huberman, 1994; Stake, 1995). The case study ended with a series of follow up interviews conducted with MERCY’s Heads of Departments to obtain further clarification on interpretation of particular issues and observe any changes in their organisational strategies including their missions, core values and strategic planning (Stake, 1995). The findings and analysis of the case study are presented in the following section.

FINDINGS AND ANALYSIS

MERCY Malaysia was founded in 1999, with an explicit humanitarian mission to “focusing on providing medical relief, sustainable health related development and risk reduction activities for vulnerable communities in both crisis and non-crisis situations“, as set out in its Constitution. The actions taken by MERCY as a disaster relief NGO is prioritised with regard to their humanitarian mission to save many lives through the contribution of medical relief to people in need and NGO social engagement.


Humanitarian Accountability Practices

A significant event in MERCY’s history which they believe has influenced such access to extreme situations was their achievement of membership to Humanitarian Accountability Practices (HAP)1. MERCY Malaysia was the first NGO in Southeast Asia and fifth in the world, to gain fully certified membership with Humanitarian Accountability Practices (HAP) in 2007. MERCY Malaysia subscribes to HAP’s Standard Humanitarian Accountability and Quality Management Framework (HAP International, 2008) and it is integrated in their Constitution, for employees, members and volunteers working with MERCY to adhere to it. The values shared between HAP and MERCY Malaysia are reflected by their mutual agreement on their engagement, standard compliance and coalition relationship. Rawls (1971, 1993, 1999) is the bases for conclusion on the ‘original position’ shared by MERCY and HAP is formed through a reasonable understanding of a basic sense of justice in achieving moral commitment and effective social cooperation. This is done on the understanding this sense of morality may be shared by individuals, families, associations or institutions at large.

In understanding the morality position, the sense of values and ethics are represented in MERCY Volunteers Handbook2 and it comprises the following shared values; personal and professional integrity, and daily ethics.3 The interview conducted reveals that their moral values are embedded in themselves. The code of ethics in the Volunteers Handbook is a mechanism and guide indicating a shared understanding of values and ethics underpinning volunteering work. The volunteers are introduced to this guideline during their Basic Training Mission (BMT) and Advanced Training Mission (ATM) conducted by MERCY. The volunteers’ interpretation of the codes are seen by MERCY trainers’ as relevant. However, from the point of view for the volunteers, the code fails to develop its inner-moral positioning i.e. question of self. To elaborate further, the volunteers contested that their “professional” code of ethics in MERCY does not in isolation justify their professional ethics. How they as individual practice the code in their daily life is founded on their self-reflection.

A volunteer’s moral values are driven from their ancestry; in particular their parents or siblings engagement in volunteering work. For example, an interview with a MERCY volunteers states:


“My interest in engaging volunteering job is a reflection on my father who is a medical doctor. When he treats poor people, he usually refuses their payment for the medical treatment provided and what he wants is his patients are well-treated and recover from their illness. The sense of helping people and doing things voluntarily is in my family. I am used to this surrounding and this really determines where I want to be as a medical doctor. With reference to this, as a medical doctor, I have to adhere to the professional code of ethics. The important part all doctors have to follow is ‘do no harm’ to the people and treat them equally (Respondent MERCY 7).”

“My parents organised volunteering work with the elderly and orphanage around Ipoh and my sister organised collections of second-hand books to be distributed to the people in Acheh during the Tsunami aftermath. My sister’s initiative is being acknowledged by the University of Oxford and she had been awarded a scholarship to undertake a social entrepreneurship course. Coming from this volunteering background, inspired me to volunteer at MERCY and be part of it. To share common values is important to direct and lead us in achieving common goals. For this, volunteer sharing common value in Mercy is an important part of establishing teamwork (Respondent MERCY 9).”



MERCY’s management recognises that HAP’s framework has been used as directed to shape their standard of procedures; disclosure practices; assessment and evaluation; response and complaint mechanism; and continuous sustainable development. To ensure that valid membership is visible, HAP’s auditors conduct a ‘social’ audit of MERCY to ensure beneficiaries receive humanitarian aid. An example of the social scope of the audit was provided by one interviewee who stressed:


“The auditors appointed by HAP went to Acheh to interview beneficiaries to ensure that the programmes conducted are relevant to them (Respondent MERCY 1)”.



HAP plays an important role through a close concept that can be observed through such coalition with their counterparts in the pursuit of shared values.

Financial donors

Arguably, the financial donors donates to MERCY as a means to reflect their social engagement to the public based on moral obligation to the society. The extent to which is related to charity actions or means to gain political profile is open to questions. Financial donations are made in the form of general commitments and specific calls to supports missions. Financial donors include the public or corporations (local and international) who respond to MERCY’s call for donations to help specific disaster relief mission or general assistance.

Their financial donors include well-known corporations such as Burger King, Malaysian Airlines Berhad, Petronas, and Pharmaniaga Berhad whose contributions have been disclosed in various channels of communication to the public. For example, Pharmaniaga Berhad has pledged to support MERCY Malaysia with an annual grant of RM200,000. Throughout year 2006, Pharmaniaga funded the purchasing of essential drugs and medical supplies by MERCY Malaysia for their missions both abroad and in Malaysia.

The social form of contract between financial donors and MERCY can be observed through ‘mutual agreement’ bound through a Letter of Understanding (LoU) and Memorandum of Understanding (MoU). Usually, MERCY will signed a Memorandum of Understanding with the corporation that act as a legal document in reflecting their rights, mutual consensus and terms of condition applied to the contractual agreement. MERCY’s position on “strategic partnerships” with financial donors is reflected in the following statement by one interviewee delineate:


“For MERCY, the focus on providing humanitarian assistance and medical relief includes rebuilding and sustainable long term projects. Thus, networking is really important to MERCY, for partnership engagement through mutual collaboration (Respondent MERCY 4)”.



Thus, it is essential for MERCY to retain control in making decision for undertaking a humanitarian mission. They have to evaluate and recognise the disaster situation so that they are accounted for their action in fulfilling social obligations to the financial donors.

Volunteers

The volunteers include medical and non-medical expert groups who donate their time to assist in achieving MERCY’s humanitarian mission. They are important as the backbone in the success of a mission. Even though they are volunteers, they have to understand and follow the code of ethics as volunteers. They are accountable to MERCY and beneficiaries in the mission. The volunteers come from various sectors and usually have full-time job. They voluntarily engage in the mission and their nature of work is based on their expertise in providing humanitarian aid. For example, the affiliation between MERCY and the National Petroleum Company (Petronas), under the Petronas Volunteer Opportunity Programme (PVOP), initiated in 2005, provided a platform for Petronas employees to join the volunteering mission based on their expertise

The volunteers are bonded through the code of ethics for volunteers stated in the rules and regulations of MERCY. The sharing of knowledge and understanding between the volunteers and MERCY is a sign of mutual agreement that forms initial contact in pursuing social cooperation in the society. Volunteer are keen on engaging with specific missions because of their sense of responsibility in assisting vulnerable people in the disaster/conflict area. For them, financial reimbursement for their activities is not important they gain moral self-satisfaction and personal experience. Their sense of moral values and willing to contribute in their mission drives their attitudinal behaviour in engaging with a humanitarian mission and their common (or plural) rationalities for action binds them within the volunteers community. There moral code extends beyond sharing and giving of time to providing ‘accounts’ for their action, including where required, formalised feedback to MERCY.

MERCY discharges their accountability to volunteers through social reporting disclosed targeted at volunteers in various medium of communication. This included MERCY’s provision of capacity building and training programmes for volunteers, as part of their concern to provide and ensure that the volunteers comply with the code of ethics, and equipped them with valuable knowledge before engaging with certain mission. This reflection shows that the forms of accounts is translate through the actions taken by MERCY.

Code of Conduct, Moral Accountabilities and Sensitivity

The paper identifies the primary stakeholders of MERCY – beneficiaries, financial donors and volunteers - and started to elaborate the values and moral sense of accountabilities shared within the group and with MERCY as represented through form of action and code of conduct and cooperation. For MERCY representatives, these shared values are symbolised by MERCY’s Constitution and Code of Conduct and, in turn, these official documents serve as an important tool for negotiation and coalition. It is MERCY’s Constitution which enables them to provide humanitarian assistance and medical relief to vulnerable or underprivileged people regardless of their race, religion and political status. Inherent within this is a non-partisan position developed to reflect the impartiality of individuals acting for the common good of society. This was demonstrated in the interview:


“MERCY adopted a non-partisan concept as their basic volunteering principle to provide non-bias situation at any level in the social community. As an Executive Committee Member, we cannot act for personal reasons and stop thinking individualistically. In certain situations impartial positing is important in directing towards the equality of the organisational political stances (Respondent MERCY 5)”.



MERCY’s code of conduct recognises expert medical volunteers to adhere professional code of ethics in handling and treating patients when providing humanitarian assistance. In such situation, they are expected to prioritise humanitarian medical relief to the beneficiaries over other programmes they may be engaged. Other programmes may include, for example, provision of water, sanitation and hygiene facilities; sustainable development projects; and learning and training programmes for professionals and non-professionals in the field. An outlined above, it is clear that the functional role and social symbolism of MERCY’s Constitution and Code of Conduct in achieving a “close community” based on shared moral values.

Coalition

MERCY’s strategic partnerships have contributed immensely to the growth and development of the organisation, helping it to be in its position (Raustiala, 1997). It undertakes partnerships with high-profile corporations including Burger King, Malaysian Airlines Berhad, PETRONAS, and Pharmaniaga Berhad. Even though collaborations with other organisations are essential in channelling its humanitarian assistance and medical relief, MERCY has to depend on its stakeholders for donations in terms of goods, services or primary requirements. Additionally, MERCY partners with international affiliations, such as Merlin UK and International Red Cross, to contribute in areas difficult to access. The international coalition extends MERCY’s involvement to operate as international partners in providing humanitarian assistance and medical aid in disaster relief areas; and to share knowledge and expertise with international counterparts.

To record its performance, MERCY’s commitment and social engagement are disclosed in various channels of communication in providing information to the public. The social disclosures includes the activities conducted by MERCY locally and internationally that describe its engagement not only related to medical assistance but also educating people, building new infrastructure and training the locals so that they can survive after a disaster or conflict condition. To recap, this partnership’s commitment and involvement has empowered the organisation, while improving the lives of their beneficiaries, both directly and indirectly, from the mission:


“MERCY Malaysia believes that good networking and communication is essential in the disaster area. It is vital to know the access to the disaster countries to ensure that MERCY Malaysia is familiar with the boundary, political situation and most importantly, the real situation of the disaster or conflict area. For MERCY Malaysia, they focus on several angles in providing humanitarian assistance and medical relief includes rebuilding and sustainable long term project. In conclusion, networking is really important to MERCY Malaysia and volunteers, not only to other NGOs associations but to donors as well as beneficiaries. This can be shown in how MERCY Malaysia brings themselves in the public and in their socially responsible community.” (Respondent MERCY 4)



The coalitions existing with MERCY Malaysia create empowerment issues with government, donors, partners and local NGOs in crisis or non-crisis zones. In line with this, partnership with local NGOs or other professional groups in the disaster relief area will assist the government and the locals to build a new ‘country’ after the disaster condition. MERCY also offers training for the locals and professionals to manage and coordinate the situation in the field after MERCY withdraws from the mission.


“Alternatively, in Gaza, it provides medical and humanitarian relief to the Palestinians due to the war crisis between Israeli and Palestine that had killed many civilians and therefore, medical attention had to be supplied urgently. In the case of the recent crisis in Gaza, the Egypt and Israel authority had restricted the vehicles, medical supplies, and building material passing at the borders. This restriction causes difficulties in providing humanitarian supplies and aid to the turbulent region. In the previous relief aid at Gaza, MERCY had to make close contact with the local NGOs that assist in the rehabilitation of disaster after war. MERCY also had to identify the medical requirement in Gaza so it could channel proper humanitarian aid. Most of the medical volunteers in MERCY are not only providing their medical expertise to the civilians, they also offer surgical sub-speciality training to the Palestinian medical team. Malaysians are very generous and respond actively to the appeal launched for donations for Gaza.” (Respondent MERCY 6)



In the response provided above, MERCY believes that training sessions have to be offered to the Palestinian professionals in handling cases in hospitals. To elaborate, MERCY, based on the donations received, has financed new hospitals and ambulances. In this way, medical and non-medical support has to be able to manage the hospitals once MERCY has withdrawn from the humanitarian and medical relief mission.

Negotiation of Access

The MERCY has faced difficulties in undertaking humanitarian assistance and medical relief assistance, in particular regarding negotiation of access to the disaster or conflict countries. In this case, the government has to provide diplomatic support and assistance and acts as intermediary to negotiate with the respective countries to allow access (Princen & Finger, 1994). With this concern, Malaysia’s government has provided support to MERCY in all disaster relief access, where MERCY has maintained good relationships with the Ministry of Foreign Affairs Malaysia (Wisma Putra).


“We have a close relationship with Wisma Putra in dealing with the diplomatic-related-issues. It is important to solve issues concerning volunteers visas, diplomatic negotiation of access and most importantly, strong support from Wisma Putra. Despite this, MERCY has to get approval from the Wisma Putra before undertaking a mission, which most of the humanitarian assistance and medical relief operations involve the disaster relief at overseas’ country. This procedure is essential to ensure the link between MERCY and the overseas Malaysian Embassy and security of the volunteers.” (Respondents MERCY 1)



The representation of negotiation of access is formalised through the annual report and performance reports of MERCY, which refer to previous missions MERCY had been already engaged in. These annual reports represent the means of action for related parties through the articulation of symbolic meaning, which may be interpreted from the language and texts.


“In general, it is difficult to gain access but the authority agreed based on the successful humanitarian aid conducted by MERCY Malaysia based on the previous mission; and strong strategic alliances with other NGOs internationally. This indirectly builds the Sri Lanka government’s confidence with MERCY. And, MERCY Malaysia representatives have shared their successful humanitarian missions through the proved evidence that is published in the MERCY’s annual reports and performance report; that they brought with them into the negotiation meeting. The hard work by MERCY Malaysia is worthwhile the successful negotiation.” (Respondent MERCY 6)



With this in mind, it is essential that the representation of accounts can be interpreted through symbolic meaning of the articulation of language and texts, which are related to the form of action within the close community.

Internal Coalition

In MERCY, there is an emphasis on the relationship among the members, board members, staff and volunteers to engage in social engagement activities. The hierarchical positions involve all levels of parties including Managers, Heads of Department, Executive Members, President and other people associated with the social obligation of the humanitarian assistance and medical relief mission implicitly or explicitly. Thus, all parties are involved in providing the best services to vulnerable people in a disaster relief mission. This can be observed from the documentary reports, which include pictures of the humanitarian relief missions, photos of the volunteers and a list of names of volunteers engaged in a particular mission. MERCY acknowledges the contributions of the people involved directly and indirectly in a certain mission.


“We actively inculcate all people in the organisation to engage in the humanitarian mission and sometimes have our board members, who participate in the huge disaster relief mission. They are willing to provide their expertise, especially for medical related tasks, based on the humanitarian awareness and human sympathy to serve vulnerable people. Thus, the people in MERCY, regardless of whether they are staff or volunteers, have to join hands, and be willing to cope with unexpected situations and be responsible at all time as subscribed by MERCY’s code of ethics.” (Respondent MERCY 4)



MERCY has its own initiative to be part of the HAP Certified Membership. In line with this, the top level management and board members realise that they are accountable for the disclosure of the organisation and have to take charge in delivering social information to their stakeholders.

Coalition with Media

The media play an important role in promoting and releasing updates of information about MERCY’s humanitarian relief missions. It has close relations with media including local newspapers, for example, The Star and Berita Harian, in which its activities and humanitarian missions are released by the press. MERCY does not have the power to control the media in highlighting its social engagement or disaster relief missions. However, it maintains transparency in the media by highlighting balanced press statements, in particular regarding sensitive issues. The neutrality of press release statements on certain sensitive issues can be obtained through mutual agreement with the media that provide outlines on what can or cannot be reported by them.

For MERCY, the media understand the social engagement of MERCY locally and internationally. This has created a mutual understanding on the matters to be highlighted by the media and avoids the sense of sensitivity among mixed races in Malaysia, especially related to race, religion, political intervention and culture. MERCY considers the media as a means of communication through which it can publicise disaster relief missions to the public and government, especially launching appeals for public donations.


“Media, television, radio and newspaper, is the important channel in deliberating information to the public. The hardships of people in the conflict or disaster area are being highlighted by the media to create awareness among the public and indirectly it is an avenue for the people to respond and donate to MERCY. With the generosity of the public and companies, the donations can assist MERCY with humanitarian and medical relief for the people around the world who really need attention during and after the disaster or conflict.” (Respondent MERCY 1)



With this in mind, since MERCY is also involved internationally, statements related to religion, ethnicity, races, or political issues have to be avoided to maintain neutrality. Thus, the information needing to be highlighted is based only on their engagement with humanitarian assistance and medical relief missions.


DISCUSSIONS AND CONCLUSION

From the findings, it is essential to highlight on the four (4) elements that contributes to the social engagement in the MERCY. First, the NGO social engagement comprises of the compliance to the regulations and guidelines set by the HAP in assiting the standard operating procedures in Mercy Malaysia. Second, the engagement of financial donors provides a sufficient support to finance the disaster relief mission at the disaster area. Third, the internal factors, which emphasis the involvement of volunteers in the disaster field area and profesiaonalism by the medical assistance stipulated in the MERCY’s code of ethics for undertaking relief mission. Forth, the coalition with other parties or organisations that lead to the power of negotiation, strong internal coalition and media relief exposure in the MERCY’s community.

Interestingly, Munro (1996a, 1996b) extends accountability beyond the traditional accounts to behavioural reasons for conduct and actions. For the disaster relief NGO, their rapid action is seen to be imperative in providing immediate humanitarian assistance and medical relief to the vulnerable people. In this respect, questioning who NGOs are accountable to and labelling their form of action offers valuable insights on the scope of social accountability. Holistic accountability proposed by O’Dwyer and Unerman (2007, 2008) fails to fully justify how the social is constructed when moral engagement is an imperative.

Research has highlighted how salient voices from society have created tension between the corporations and environment regulators in their actions for giving an account (Assad & Goddard, 2010; Awio, Northcott, & Lawrence, 2011; Buhr, 2001; Lehman, 1999; Roy, 2014). In this empirical case study, the values shared between MERCY and their stakeholders including their counterparts, beneficiaries and donors, can be reflected through their mutual agreement on their engagement, standard compliance and coalition relationship (Blader & Rothman, 2014; Rahman & Hussain, 2012).

Plural rationalities for action, shared by individuals, can be achieved through a basic sense of justice in achieving moral commitments and effective social cooperation (Najwa, 2012; Parker, 2011). In this respect, adopting holistic accountability position is seen to limit the moral values in the society and fails to address the reaction of MERCY’s stakeholders to call for the provision of rapid relief. The empirical evidence consider the need to recognise humanitarian actions engaging beneficiaries as a legitimate form of discharging accountability in line with NGO representatives such as HAP (Awio et al., 2011; Connolly & Kelly, 2011; Hasan & Siti Nabihah, 2012; Rahman & Hussain, 2012). The diagram to summarise the findings can be reflected as follows:


[image: art]

Figure  2. Diagram represents NGO Social Engagement in MERCY Malaysia



This is because in the disaster relief situation people anticipate their primary requirements to be fulfilled not through the giving of money but ultimately the distributions afforded equally to the people in need (Assad & Goddard, 2010; Simms, 2000). Future research can be conducted by examining the accountability relationship between the government and minority voices in Malaysia.


NOTE

1.   HAP International was established in 2003 and is the first international self-regulatory body for humanitarian sector. Members of HAP are expected to comply with the highest standards based on the Humanitarian Accountability and Quality Management. The standards include providing assurance to disaster survivors, staff, volunteers, host authorities and financial donors.

2.   The Volunteers Values and Ethics is adapted from the Humanitarian Accountability Partnership (HAP) Framework, where this clause of adoption is stated in the Section 1.

3.   The Values and Ethics are stated in Section 1.8.1, 1.8.2 and 1.8.3 of Mercy Volunteer Handbook. On July 2010, Mercy updates information regarding volunteers and related issues and they have to table in the Executive Meeting for approval before it is being fully implemented. The process is suspected to take a longer time.
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ABSTRACT

Parallel to the achievement of the Takaful industry, agency system becomes the main medium utilised by the industry to educate the public and assist them about future financial preparation. As a mirror to an Islamic type of insurance, Takaful agents play significant role not only to sell the Takaful products, but also to behave according to the Islamic norms in front of their customers. Thus, this research is conducted to introduce new concept of Islamic relationship marketing (IRM) and investigates its significance towards customer gratitude, trust, and commitment in the industry. A total of 741 of Family Takaful customers in Klang Valley area have participated in the survey conducted in this study. Few statistical analyses were performed to confirm the proposed measures of IRM including descriptive, exploratory factor analysis (EFA), measurement model, and structural equation modelling (SEM) analysis. Through EFA and measurement model, four variables were confirmed to measure the IRM which are Islamic ethical behaviour, social, structural, and financial bonds. Furthermore, these measures of IRM have significantly affected customer gratitude, trust, and commitment via SEM analysis. This study serves as a starting point to promote new approach of marketing in the Takaful industry based on the Islamic norms. It basically aims to tackle the needs of Takaful participants which should be taken care by the Takaful agents as to ensure both of these parties receive benefits in the Takaful contract.

Keywords: Islamic relationship marketing, family takaful customer, customer gratitude, customer trust, customer commitment


INTRODUCTION

The subject of relationship marketing (RM) has received great attention in Western studies. However, Asian literature addressing this topic remains scarce. Although research in RM is a popular marketing topic and has escalated in the past three decades (Palmatier, Rajiv, Druv, & Kenneth, 2006), research on this subject from the Islamic perspective is very limited. This subject is interesting from the Islamic perspective because since from the very beginning, Islam has actively defined the types and forms of relationships. The unique nature of Islamic relationships is practiced by means of vertical and horizontal interactions. Through the concept of Tawheed, the vertical interaction of human beings with the creator is emphasised (Yusuf, 2010; Arham, 2010). Meanwhile, the horizontal interaction highlights the interaction among human beings and also with other creations (Yusuf, 2010).

In the context of Islamic Relationship Marketing (IRM), Kartajaya and Sula (2006, p. 27) define Islamic marketing as “a strategic business discipline which directs the process of creation, offering, and exchanging values from one initiator to the stakeholders in which the whole process should be in accordance with the muamalah principles in Islam”. Additionally, Islamic marketing, according to Wilson (2012, p. 6) is “an acknowledgement of a God-conscious approach to marketing from a marketer’s and/or consumer’s perspective which draws from the drivers or traits associated with Islam”.

Islamic marketing perceives the marketer as a professional who embodies religious values (Kartajaya & Sula, 2006), feels accountable to God (Hassan, Chachi, & Salma, 2008), and is moderate and generous in dealing with customers (Yusuf, 2010; Hassan et al., 2008; Kartajaya & Sula, 2006; Rice, 1999). Conversely, unethical behaviour such as inequality, injustice, exploitation and cheating are completely impermissible in Islamic marketing (Rice, 1999; Hassan et al., 2008). IRM thus can be interpreted as the marketing process that emerged for the purpose of building relationship between marketer and consumer based on the Islamic guidance towards Allah’s (God the Almighty) blessing. There are a number of Qur’anic verses that stress on relationship building. In Surah an-Nisa’ verse 1, for example, Allah (God the Almighty) reminds Muslims to forge good relationships among themselves.

O people! Fear your Lord Who created you from a single soul and made its mate from within it, and from that pair spread many men and women and fear Allah in Whose name you ask for (your rights) and pay attention to the ties of relationship. Undoubtedly Allah is watching you all time (Qur’an, an-Nisa’: 1)


As an Islamic alternative for the conventional insurance, the practice of IRM is encouraged in the Takaful industry because it parallel with the Islamic norms which uphold the spirit of brotherhood in the societies. In this context, the study proposes a measurement of Islamic relationship marketing and investigates its importance towards customers’ gratitude, trust, and commitment. Overall, it is structured based on the following manner; after the introduction, research problem is discussed and followed by review on the development of Takaful industry and also the importance of relationship marketing (RM) in the industry. Further than that, the paper also discusses on related variables that involve in this study. It is followed by a methodology that was adopted to realise the objectives of the study, data analysis, results, and discussion.

RESEARCH PROBLEM

Instead of successfully emerged as an alternative insurance product for Muslims in Malaysia, the Takaful industry has failed to instil future commitment of its existing customers, particularly those under the Family Takaful Scheme. Based on information obtained at Bank Negara website, the number of customers who surrendered their Family Takaful Scheme has continued to increase since 2006. Within five years’ time; between 2006 and 2010, the highest number was recorded in 2010 in which approximately 139,021 of Family Takaful participants have surrendered their policies (Bank Negara Malaysia, 2010). In addition, in a recent report by Milliman, it was reported that in proportion to total number of policies in Malaysia, 7.4 percent of the participants have surrendered their policies (Ernst & Young, 2013).

Accordingly, the increase in the number of Family Takaful customers surrendering their policies, has affected the slow rate of Takaful penetration in Malaysia despite the strong support the industry has received from the Malaysian government. Between 2005 and 2010, the Takaful penetration rate has increased by only a small percentage, from 5.7 percent in 2005 to 13 percent in 2012 (Mohd Irwan, 2013). In a study conducted by Mohamed, Syed Othman, and Kamaruddin (2013), it is found that the most influential factors that influenced the low rate of Takaful penetration are distribution channels (90 percent of the interviewees agreed), and marketing practices (85 percent of the interviewees agreed). Thus, this indicate that study on the distribution channels and its marketing practices has become crucial to influence the penetration rate of Takaful in Malaysia.

In addition, feedback received from six Takaful representatives through informal interviews indicates that there are two main factors that have influenced customers’ to commit with their policy for long term period which are marketing practices and attitude of Takaful agents. They also reported that the most of the agents are commission-based agents whose goal is to sell Takaful products that offer them high commissions, and in doing so, tend to neglect the needs of their customers. Some agents sell both Takaful and conventional products simultaneously, and some of them tend to promote conventional products by informing their customers that the Islamic products are complex, unattractive, and expensive (Mohamad Shafique, 2013).

To conclude, looking back at the marketing issues in the Takaful industry which have affected the commitment and trust of the customers, it is observed that there is lack of literature in this domain, particularly to uphold the Islamic marketing as a significant tool to be practiced in this industry. Therefore, this research was conducted to address this gap in research by proposing a measure of Islamic relationship marketing, and to examine its influence on customer trust, commitment, and also customer gratitude.

LITERATURE REVIEW

The Development of Takaful Industry

Since the introduction of the first Takaful Company in Sudan in 1976, the world has witnessed the growing of the Takaful industry around the world. Among the countries that support the Takaful industry are the GCC country, South East Asian country, Africa, Indian Sub-continent, and Levent country. Malaysia has become the major Takaful player globally with a total net contribution of Family Takaful amounted RM4.5 billion in 2014 (Ernst & Young, 2014). Additionally, Family Takaful business has shown positive growth than the conventional counterpart in terms of net contributions which was recorded at 12.4% increase compared to 7.81% of the net premium of conventional insurance for the period of five years (2009–2014) (Ernst & Young and MTA, 2015). Globally, the industry has shown a bright future as the amount of Takaful contributions has reached US$14 billion in 2014 from an estimated US$12.3 billion in 2013. Year-on-year growth has moderated from a high compound annual growth rate (CAGR) of 22% (2007–11) to a still healthy growth rate of 14% over 2012–14. ASEAN countries (Malaysia, Indonesia, Brunei, Singapore and Thailand), driven by strong economic dynamics and young demographics, continue to achieve buoyant growth at 22% CAGR. The GCC7 countries (excluding Saudi Arabia) registered growth of about 12%.

Accordingly, sharing of global gross Takaful contributions by region in 2014 indicated that Saudi Arabia has majority share nearly half (48%) of global gross takaful contributions. Meanwhile, ASEAN countries, namely Malaysia and Indonesia, accounted for nearly one-third (30%) of total gross takaful contributions, followed by other GCC countries at 15%. And Africa, South Asia and Levant accounted for 7% of global takaful contributions (Ernst & Young, 2014). These indicate that the global Takaful industry continues to gain market share across several high value rapid-growth markets and this bring to positive vibes in the industry. First, most of the takaful operators are competing intensely which direct to squeeze out the underperformers. Second, performance among the operators are varies significantly. Third, in striving for scale and profitability, operators are looking at structural transformation around risk, pricing and cost efficiencies. However, continuing regulatory reforms have disproportionately increased compliance costs and efforts and significant regulatory divergences across markets has adversely impact the industry’s growth and profitability. This represent that the industry still needs strong support from the Islamic banking industry to sustain in the future.

The Importance of Relationship Marketing Practice in Insurance Industry

In spite of there are mixture of customers, from easy to complicated customers, it is imperative for the service provider, especially the sale agent, to consider relationship marketing (RM) as the ideal marketing approach. This is so by virtue of the objective of RM which is aimed at not just winning the hearts of customers but also considering on how to maintain existing customers. What makes RM so pervasive is that it has been proven to be appropriate to all marketing industries including consumer goods, services and business-to-business settings (Murphy, Lazniak, & Wood, 2007). It differs from traditional marketing as it does not mean to boost sales, but is an effort to build enduring connections with customers (Takala & Uusitalo, 1996). Christy, Oliver, & Penn (1996) assert that successful customer relations are vital as a source of competitive advantage. Moreover, Reichheld & Kenny (1990) in his book titled ‘The Loyalty Effect’ claims that customer loyalty will bring profit to the company in the sense that it costs less to serve long-term customers who will help boost sales through referrals to other customers through word of mouth.

While most businesses focus on building good relationships with their customers, not all customers are inclined toward building relationships with business entities. This differs from financial services that offer intangible services and complicated products that require a business intermediary or consultant to explain to customers their products and services. Such a predicament emphasises the responsibility of the sales agents as a consultant. In the Takaful industry, the relationship between agents and their customers is automatically developed because the agent’s knowledge of the products and services involves interaction and communication between agents and clients which may generate good relationships.

Many researchers studying the financial industry have amply demonstrated how RM significantly generates customer commitment, loyalty, retention, trust, and other positive outcomes. For example, a study in the Malaysian banking industry by Shamsudin, Kassim, Hassan, and Johari (2010) revealed that RM can enhance customer satisfaction and brand loyalty. Maznah and Mohd Noor (2010) also emphasised that RM is not only to attract customers but to ensure maintaining existing customers. Bugel, Buunk, and Verhoef (2010) who studied five different sectors namely the banking industry, health insurance, supermarket, mobile telecom providers and the automotive industry, reveals how improving customer satisfaction and investing in relationships with customers, companies can improve customer commitment and hence customer loyalty.

In addition, Kamsol, Anuar, Norizah, Nik Ramli and Kamaruzaman (2009) stressed that effective RM may produce high affective commitment and customer retention to the company. Most of the above scholars have conducted their studies in the banking industry. All the authors emphasise that it is common for literature in relationship marketing to lead to outcomes pertaining to customer commitment, satisfaction, loyalty, retention and service switching to name a few.

Another study on the Hong Kong banking industry by Adamson, Chan, and Handford (2003) indicates that the adoption of new strategies in relationship marketing and long-term orientation impact on customer commitment and trust. In detail, communications and relational norms were positively correlated with trust and relationship benefits were positively correlated with customer commitment. In this regards, beside the other RM variables, communication is a significant indicator to ensure the success of relationship marketing strategies. The author concluded that banks should develop parallel communication channels with their customers, show flexibility in their dealings and maximise mutual relationship benefits by minimising drastic recovery actions.

A study by Malaysian scholars including Kamsol et al. (2009) who focusing on retaining customers through RM indicates that there is a significant relationship between RM and the four constructs of customer satisfaction, employee commitment, customer trust, and customer loyalty. They revealed that the most significant variable in RM is customer satisfaction. Another recent contribution in RM is by Nath, Gugnani, Goswami, and Gupta, 2009 who presented a systematic view of RM or CRM in three industries namely insurance, banking, and the telecommunication industry. The author believes that the importance of RM is to maximise customer satisfaction and enhance overall company profitability.

Two meta-analyses conducted in the context of RM firstly by Swan, Trawick, Jr., Rink, and Robert (1988) followed by Palmatier (2008) are different in terms of their objectives. Swan et al. (1988) focused on the role of trust in relationship development whereas Palmatier (2008) examined the factors that influence the effectiveness of relationship marketing. Based on the study by Swan et al. (1988), trust has successfully develops positive customer attitudes, intentions, and behaviour towards relationship building. Meanwhile, Palmatier (2008) concluded that relationship investment directly affects seller objectives which may explain the impact of RM on performance.

Measure of Islamic Relationship Marketing

As to compliment the current measure of RM which mostly based on three relational indicators, the current study would contribute to add one more indicator in the aspect of ethicality. In this context, Islam emphasise more towards ethics in all matters of human life, thus it is deemed important to be practiced in the Islamic business like Takaful. The first construct that is proposed to measure the Islamic relationship marketing is Islamic ethical behaviour (IEB). Ethics is described as ‘the set of moral principles that distinguish what is right from what is wrong’ (Beekun, 2003) (p. 3). Meanwhile, base on (Rizk, 2008), ethics is related to the establishment of general guidance on human action or conduct. Similarly, (Yusuf, 2010) have indicated that ethics is a medium to evaluate human behaviour in terms of goodness or badness by means of a code of ethics. In Islam, the substance of ethics has been accredited in the Qur’an with the term ‘khuluq’ as in Surah al-QalamVerse4: ‘And indeed, you are of a great moral character’.

In this context, Islamic ethics or khuluq is measured in terms of goodness (khair), righteousness (birr), equity (qist), equilibrium and justice (‘adl), truth (haqq), established norms (ma’ruf) and piety (taqwa) (Beekun, 2003). In business, ethics is related to how a businessperson allocates resources. Besides, it also exhibits his/her personality. Islam teaches Muslims the proper methods for conducting business (Arham, 2010). It is stated in the Qur’an: ‘O you who believe eat not up your property among yourselves unjustly except it be a trade amongst you, by mutual consent. And do not kill yourselves (nor kill one another). Surely, Allah is Most Merciful to you’. (Qur’an, An-Nisaa’: 29)

It is clear in the above verse that Allah (God the Almighty) has guided Muslims in doing business and has warned that there is no enforcement in trading and it must be practiced fairly and honestly. Business activity has become an essential part in human life as Allah (God the Almighty) commanded Prophet Muhammad (peace be upon him) to be a successful businessman (Arham, 2010). Islam emphasises that business activity should not only be seen as an essential aspect of human life, but also as a foundation for social indulgence (Ali & Al-Owaihan, 2008).

Accordingly, in the Takaful industry, the responsibility of the Takaful agents is considered as a financial consultant or advisor. In practice, they are responsible to inform and advise the customer about the future financial preparation by proposing a suitable Takaful product based on their needs. This responsibility if executed base on the Islamic ethics, will eventually tight their relationship with the customer. In this regards, the nature of the relationship is much depends on the Takaful agent because he/she is the one that offer the products and provide services to the customer.

Given today’s challenging market environment and customer demands for quality services, marketers not only have to be customer-focused but also need to be perceived as Islamic by their customers (Hassan et al., 2008). A review of past literature has revealed a large volume of research in marketing that indicate ethics as among the main issues in marketing and sales (Wotruba, 1990; Piercy & Lane, 2007). However, only a few of these researches have included religious elements in their domain (Nazlida & Mizerski, 2010). On that note, Arham (2010) suggests that Islamic teachings could be implemented in the current marketing conjecture. According to Wotruba (1990) and Fu, Richards, Hughes, and Jones (2010), the reason why sales persons need to observe proper ethical behaviour is because it may affect their sales performance. In this context, Fu et al. (2010) have proven that self efficacy and positive attitude have influenced the sales persons’ selling intention and this have directly affected their sales performance. They must be sincere in addressing their customers’ needs and exert a spirit of brotherhood in dealing with their customers (Nafik, Muhammad & Ratnasari, 2012).

From another perspective, religious aspect is found to be an important factor in acquiring customers’ willingness to deal with the sales person (Nazlida & Mizerski, 2010). Basically, this relates to religious aspects that promote affiliation, commitment, motivation, knowledge, and social consequences, and is believed to influence customers’ confidence with the sales person (Nazlida & Mizerski, 2010). In addition, Hassan et al. (2008) have advocated that Islamic ethical behaviours play a significant role in the development and maintenance of the buyer-seller relationship. This is further supported by a more recent study by Shamsudin et al. (2010), in which the authors claim that Islamic ethical behaviour has promoted a positive environment in relationship marketing practice, and this naturally would lead to customer satisfaction.

Not surprisingly, the two above studies (Hassan et al., 2008; and Shamsudin et al., 2010) discovered similar findings, which is; a sales person’s Islamic ethical behaviour (bank advisor) has significantly enhanced customer satisfaction and trust. This finding is supported by Hansen and Riggle (2009) who indicated that, in addition to trust, a sale person’s ethical behaviour can also influence customers’ commitment. The authors have further emphasised that managers should consider ethics as a unique element in marketing activities; besides other marketing skills, in developing a strong relationship with customers.

The effects of ethical behaviour in marketing practice are also apparent on customer loyalty in addition to customer satisfaction and trust. This is proven in a study on the banking industry by Roman (2003). Similarly, in a study by Huang (2008) on customers’ perspective on the banking and insurance industry in Taiwan, it was found that selling behaviour, which gives priority to customers, has a significant positive impact on relationship quality and customer retention. This research thus, hypothesises that;


H1: Takaful agents’ Islamic ethical behaviour which measure the IRM will positively affect future customer commitment, trust, and gratitude



Relational Bonds

The other constructs which is adopted to measure the IRM in this study are social, structural, and financial bonds. As previously explained, these constructs are named as relational bonds and has acknowledged by the previous researchers as major component of relationship marketing (Wilson & Jantrania, 1993; Wilson, 1995; Cannon & Perreault, 1999; Arantola, 2002; Alrubaiee & Al-Nazer, 2010; Anabila, Narteh, & Tweneboah-Koduah, 2012). These bonds in general, describe the factors that might influence customers to remain with their agent for a long term period. For example, a customer might be happy when the agent frequently keeps in touch with him/her, sent him/her greeting cards in his/her special day, provide after sales services, and other social aspect which represents social bonding between the two parties. Meanwhile, from the perspective of structural and financial bonds, the customer might be interested to receive any services or facilities that make him/her comfortable, and he/she might also be satisfied if he/she receives some economic rewards for participating in the Takaful scheme.


Social Bonds

Social bonds are described as ‘the degree of mutual personal friendship and liking shared by the buyer and seller’ (Wilson, 1995, p. 339). It has a number of dimensions including social interaction, closeness, friendship, and performance satisfaction. In relationship marketing, the basis of this type of bond is from a business-to-business perspective, where it represents strong connections among business organisations (Smith, 1998; Williams, Han, & Qualls, 1998). Meanwhile, from a customer’s point-of-view, social bonding emerges as a result of the benefits received from the relationship with the company (Gwinner, Gremler & Bitner, 1998; Reynolds & Beatty, 1999).

Accordingly, social bond is built through interpersonal exchanges that can be measured by the strength of the personal relationship between a buyer and a seller (Rodriguez & Wilson, 1999; Williams et al., 1998). It also represents a form of non-economic satisfaction for both parties in a relationship with an enduring social exchange (Dwyer, Schurr, & Oh, 1987). In that regard, Lin, Weng & Hsieh (2003) have advocated that this type of bond would contain interpersonal interactions that could help maintain customer loyalty. Meanwhile, Berry (1995) and Berry and Parasuraman (1991) described the importance of marketers’ interference in building friendships that could help to persuade customers to stay loyal with the company’s services. Marketers at this level would want to stay in touch with their customers, and when necessary offer social support to them as well (Berry, 1995).

On another note, Liang and Wang (2005) have stated that a company would show its respect and appreciation to its customers by delivering them gifts as a way to enhance the quality of relationship between them. Hence, it would be necessary for those in the Takaful industry to establish social bonds since the role of Takaful agent goes beyond the selling of Takaful products. This is so because a Takaful agent plays the role of a trustee who is responsible for advising others in the society about their future financial preparations, and along the way instil a spirit of brotherhood among them, especially among the Muslims. Therefore, close interpersonal relationship must exist between the agent and the customer in order to ensure the relationship continues for a long term.

Structural Bonds

Compare to social bonds, structural bonds are present when a business enhances its relationship with customers by facilitating them to fulfil their needs through a service-delivery system (Lin et al., 2003). Based marketing literature, Wilson (1995, p. 339) describes a structural bond as ‘a vector of forces that create an impediment to termination of the relationship’. It basically consists of economic, strategic, and technical factors that are developed in relationships that offer benefits to all contractual parties (Rodriguez & Wilson, 1999, p. 6). In this case, a company might insert some value-added incentives to the product infrastructure that might not available elsewhere to the customer (Berry, 1995).

Service provider may also use structural bonds to maintain customer loyalty (Lin et al., 2003). This is because structural bonds provide an infrastructure that makes a customer feels convenient, and this would give the company a key advantage over its competitors (Sin, Tse, Yau, Lee, & Chow, 2002). Morgan and Hunt (1994), however, suggested that relationship marketing should only be exercised when it continuously gives advantage to the parties involved; which in this case are the company and the customer. For example, the company provides enough facilities to the customer and as a result, the customer remains loyal with the company. In this instance, both parties enjoy the benefits and may persevere with the relationship for a long-term period.

Interestingly, findings from previous and current studies have indicated that structural bonds may at the end affect customer loyalty and customer retention more than social bonds (Turnbull & Wilson, 1989; Chiu, Lee, Hsieh & Chen, 2007). Peng and Wang (2006), however, regard both social and structural bonds as very important in maintaining existing customers. Financial bonds, on the other hand, are preferred when a company needs to attract back customers who have discontinued receiving services from the company. In general, this research perceives structural bonds as of equal importance with other types of bonds that share the goal of enhancing relationship with existing customers in the Takaful industry. Thus, this construct is adopted in the framework of this present research, which at the end contributes towards the objective of measuring Islamic relationship marketing practices in the industry.

Financial Bonds

The final type of bond is financial bonds. Researchers in the past have argued that one of the motivations for engaging in relational exchanges is to save money (Berry, 1995; Gwinner et al., 1998). In this respect, some researchers agree that this type of bond is at the lowest level of the relationship hierarchy because in business, pricing is the most easily imitated marketing element (Chiu et al., 2007). Hence, service providers may reward loyal customers with special prices (Lin et al., 2003).


According to Nath and Mukherjee (2012), financial bond is the amount of economic benefit derived in exchange relationship. Business parties will assess the overall cost and choose to reward customers in an effort to maintain relationship instead of choosing other marketing alternatives (Thibaut & Kelley, 1959). It is a type of retention marketing, where a service provider uses economics benefits such as price, discounts and other financial incentives to secure customers’ loyalty (Berry & Parasuraman, 1991). In a broader sense, Smith (1998) proposes that financial incentives are part of functional bonds in a business-to-business context. He describes functional bonds as ‘the multiplicity of economics, performance, or instrumental ties or linkages that serve to promote continuity in a relationship’ (p. 79).

Accordingly, in the Takaful industry, financial bonds can be regarded as any economics or material benefits offered to customers by Takaful operators. Examples of such benefit are free gifts for participation, cash payments for hospital admission, promotional packages, end-of-the-year bonuses, and other financial benefits. This present research has investigated whether financial bonds can significantly impact future customer retention in the Takaful industry.

Previous literatures have found that there are positive implications when the marketers (Takaful agents in the context of this study) pay attention towards building strong relational bonds (social, structural, and financial) with their customers. Hsieh, Chiu, and Chiang (2005) suggest that a marketer who demonstrates excellent social and financial bonds would able to retain their customers in the future. Moreover, by extending Ndubishi and Wah (2005)’s earlier research, a recent study on relationship marketing conducted by Anabila et al. (2012) similarly found that social and financial bonds can become important determinants of customer loyalty.

On the other hand, Rodriguez and Wilson (1999), and Lin et al. (2003) have presented that social and structural bonds have become essential factors to enhance trust and commitment in a relationship. Compared to other researchers, Chih, Huang, Yang & Cho (2009) have included all three types of bonds in their study and arranged them according to their perceived importance starting from social bonds, financial bonds, and finally, structural bonds. They have concluded that relational bonds can influence a customer’s trust on the sales person. Their result is supported by the previous study done by Swan et al. (1988).

In this context, Berry and Parasuraman (1991) have stated that financial bond becomes apparent in the financial services industry because it is known as frequency or retention marketing. And since Takaful products promote social elements such as the concept of mutual assistance through donation (social bonds), and also require the industry to provide good product facilities to the customers (structural bonds), it is essential to include the three types of bonds in this study.

There are however, limited empirical studies done to investigate the direct effect of relational bonds towards future customer commitment and trust (Lin et al., 2003). It is important to investigate the aspects of relational bonds; which consist of social, structural, and financial bonds, which at the end of the day may reflect the customers’ sense of brotherhood, closeness, and feelings that they are part of the company (Sin et al., 2002). However, in a study done in the hotel industry, Shammout, Zeidan, and Polonsky (2006) found that when it comes to customer loyalty, the quality of facilities is a bigger factor than other social and financial services. The situation is quite different with the financial services industry where both the social and structural aspects are just as significant as the financial aspect. In this context, Berry and Parasuraman (1991) have stated that financial bond becomes apparent in the financial services industry because it is known as frequency or retention marketing. And since Takaful products promote social elements such as the concept of mutual assistance through donation (social bonds), and also require the industry to provide good product facilities to the customers (structural bonds), it is essential to include the three types of bonds in this research. Thus, this present research hypotheses that;


H2: Social bonds which measure the IRM will positively affect future customer commitment, trust, and gratitude

H3: Structural bonds which measure the IRM will positively affect future customer commitment, trust, and gratitude

H4: Financial bonds which measure the IRM will positively affect future customer commitment, trust, and gratitude



a) Customer Gratitude

Customer gratitude is an essential social component of human relations that presents an emotional basis for mutual behaviours (Palmatier, Jarvis, Bechkoff & Kardes, 2009). Customer gratitude signifies the emotional part of reciprocity and it significant in developing and maintaining successful seller-buyer relational exchanges (Huang, 2015). For years, gratitude has represented an essential component to theories about social relationships and reciprocal behaviors across a multiplicity of disciplines. There are two components of gratitude: affective and behavioural (Palmatier et al., 2009; Hasan, Lings, Neale & Mortimer, 2014). The affective component refers to feelings of gratitude generated when people “perceive themselves to be the recipient of an intentionally rendered benefit” (Emmons 2004, p. 9). Emmons and McCullough (2003) assert that gratitude is a positive emotion that stems from an experience of a positive outcome, intentionally provided by another person, firm or organisation. Feelings of gratitude generate an embedded psychological pressure to return back the assistance received. This basically interpreted through behavioural gratitude such as facial, vocal or gestural indicators of gratitude. According to Harpham (2004), gratitude may be represented by different behaviours. It is an automatic expression of gratitude such as saying “thank you” or “smiles” to the counter parties. In line with Hasan et al. (2014), customer gratitude is considered in this study as an effective response, which arises from the acknowledgment of an advantages received from the Takaful agents.

In this regard, Anderson, Fornell, and Rust (1997), Anderson (1998), Szymanski and Henard (2001), and Brown, Barry, Dacin, and Gunst (2005) have clarified that satisfied customers tend to disperse positive word of mouth, which may reduce the cost of obtaining new customers and increase company profitability. It was also agreed by Dholakia and Morwitz (2002) and Gustafsson, Johnson and Roos, (2005) that developing and maintaining satisfactory customer relationships may reduce customer defection, thus, ensuring long-term relationship with the customers.

b) Customer Trust

Majority of researchers are relied the trust as believe on promise of exchange party whom the customers has confidence towards the trustworthiness, credibility, benevolence, reliability, and integrity of the sellers. (Schurr & Ozanne, 1985; Swan & Trawick, 1987; Crosby, Evans & Cowles, 1990; Moorman, Deshpande & Zaltman, 1993; Morgan & Hunt, 1994; Doney & Cannon, 1997).

Murphy et al. (2007) on the other hand, regards trust as an ethical element in a relationship because it does not involve any sense of enforcement. It is assumed that trust is of great significance in the relationship value and relationship maintenance stages of the relationship processes proposed by Powers and Reagan (2007). Morgan and Hunt (1994) suggest that trust and commitment may directly impose cooperative behaviours; thus, they help guarantee the success of relationship marketing. In general, this research defines trust as a sense of confidence and reliance on the sales person in terms of his promises, words, and credibility to customers. This definition basically emphasises the definition of trust given by Rotter (1967).

In Islam, trust is important to acknowledge one person’s personality that will be respected by others. Prophet Muhammad (peace be upon him) was given the title Al-Ameen which means a person that we can trust. He became a role model for Muslims as a businessman who was trustworthy in any circumstances. The study thus looks at this element as an important aspect to enhance the relationship between Takaful agents and their customers. In the context of this research, customer trust is defined as a confidence level of Takaful customers towards their agents based on the service received during the participation. It is parallel with the earlier researchers including Schurr & Ozanne (1985), Swan & Nolan (1985), and Swan et al. (1988) who promote trust as the customers’ belief and feel that the words or promises made by the marketers can be relied on in the future.

c) Customer Commitment

There are various definitions of commitment used in literatures in marketing, organisational behaviour, and psychology. In marketing studies, one of the earliest definitions of commitment is given by Dwyer, Schurr, & Oh (1987), who described it as “an implicit or explicit pledge of relational continuity between exchanges partners” (p. 19). Moorman, Zaltman & Deshpande, (1992) share a parallel view as they describe commitment as “an enduring desire to maintain a valued relationship” (p. 316). Similarly, Morgan and Hunt (1994) regards commitment as “an exchange partner believing that an ongoing relationship with other is so important as to warrant maximum efforts at maintaining it; that is, the committed party believes the relationship is worth working on to ensure that it endures indefinitely” (p. 23). Other contemporary researchers including Liang and Chen (2009) and Huang (2008) also agree that customer commitment is a willingness of the customer to make efforts at maintaining a relationship with a service provider.

Interestingly, how commitment is viewed and described in marketing research was initially very much influenced by literatures from organisational behaviour and psychology (Jones, Taylor & Bansal, 2008). This is clearly reflected in the definition given by Jones et al. (2008), who described commitment as “a psychological force that binds an individual to the maintenance of the relationship with a specific target” (p. 474). Moreover, the desire to remain and continue the relationship is influenced by psychological factors like familiarity, friendship, personal confidence, reciprocity, and trust (Fullerton, 2005; Sharma, Young & Wilkinson, 2006; Menon & O’Connor, 2007).

METHODOLOGY

This study is designed quantitatively where the data is gathered through self-administered questionnaires. Three series of focus group discussions were conducted with academicians and industry players before the final questionnaires were finalised and distributed. It was done to ensure the right and proper questionnaire is constructed in the context of the Takaful industry. Based on the feedback and suggestion from focus group members, the final set of questionnaires was distributed to a small sample of Takaful customers as a pilot study. The pilot study was conducted to test the questionnaires and measurement items for clarity and understanding. It is a necessary step in the data collection process to identify any problems with the research instrument, and to determine the content and face validity of the measures used in the questionnaires. In this process, a few marketing and Shariah scholars were involved, as well as 189 Family Takaful customers.

Upon the successful completion the pilot test, the final survey was conducted. The respondents are Family Takaful customers of eleven Takaful operators in various locations in the Klang Valley. Data collected were analysed using two statistical analyses software (Statistical Package for Social Sciences (SPSS) version 19 and Analysis of Moment Structures (AMOS) version 16). Accordingly, the measure of Islamic ethical behaviour are newly built in this research and basically relied on the Qur’anic verses and reviewed by the industry experts during the focus group discussion. On the other hand, the measure of relationship bonds are basically adopted from the past researchers including Crosby et al. (1990), Berry (1995), Lin et al. (2003), and others. Five-point Likert scales is used to measure all the answers given in the survey. Out of 1100, 865 questionnaires were returned; which gives it a response rate of 79 percent. However, due to incomplete answers, 65 questionnaires were rejected at the first screening stage. The remaining 800 questionnaires were brought forward for normality check. In total, after going through all the screening process, 755 questionnaires were selected for final data analysis, which means the actual response rate was 69 percent. For a social science research, this response rate is considered high, and the number in fact exceeded the response rate of 56.7 percent recorded in a previous study on the same domain by Kamsol et al. (2009).

Meanwhile this study specifies the Muslims and non-Muslims Takaful customers who are participating in the Family Takaful scheme in duration more than a year. The choice of Family Takaful is due to its major contribution to the Takaful asset which was 10,536 million compared to the General Takaful plan which was only 1,902 million (Bank Negara Malaysia, 2010). Besides that, it is a long term plan that offers wide coverage to the customers for which after sales services are critically needed. It thus requires a strong relationship between agent and customers as well as a good marketing practice by the Takaful agents. Overall, 714 of Family Takaful customers from 11 Takaful operators have contributed in this study.


Measures of Islamic Ethical Behaviour

As discussed previously, marketers’ ethical behaviour has an important implication towards the quality of relationship (Wotruba, 1990; Roman & Ruiz, 2005; Fu, et al., 2010). It enhances positive behaviour of the customers for future transactions. In fact, in the context of this study, the significance of Islamic ethical behaviour is that it helps to determine whether the existing customer will remain with the same operator for long term period. This is because, ethical behaviour will most likely win the confidence of the people (trust), strengthen social bonds, and stimulate the public to focus on achieving their primary responsibility in this world (Ali & Al-Owaihan, 2008). Moreover, Allah (S.W.T) clearly identifies the act of breaking off a relationship as a sin. Allah (S.W.T) says:


Who breaks the covenant of Allah after contracting it and sever that which Allah has ordered to be joined and cause corruption on earth. It is those who are the losers

(Qur’ān, Al-Baqarah: 27)

But those who break the covenant of Allah after contracting it and sever that which Allah has ordered to be joined and spread corruption on earth for them is the curse, and they will have the worst

(Qur’ān, Ar-Ra’d: 25)



Accordingly, all measurement items for Islamic ethical behaviour in this study were developed via two means. The first is based on selected Qurʾānic verses, and the second is achieved through focus group discussions with industry experts and academicians. Overall, the measurements of Islamic ethical behaviour are parallel with the roles of Takaful agent based on the ‘wakala’ concept. Items on specific aspects of ethical behaviour were inspired by specific verses in the Qurʾān. For example, items on ‘responsibility’ were based on verse 58 of Sūrah An-Nisaa’ and verse 76 of Sūrah Ali-Imran; ‘honesty’ on verse 8 Sūrah Al-Maidah and verse 3 of Sūrah An-Najm; ‘trustworthiness’ on verse 10 of Sūrah Al-Fath and verse 76 of Sūrah Ali-Imran; and ‘justice’ on verse 8 of Sūrah Al-Maidah and verse 8 of Sūrah Al-Mumtahanah. There are nine items prepared to measure Islamic ethical behaviour in this research. Table 1 presents details on the measurements of Islamic ethical behaviour in this research.


Table  1
Measurement Items for IEB



	No.
	Measurement Items for Islamic Ethical Behaviour
	Sources



	1

	My Takaful agent explains clearly about Sharīʿah aspects of Takaful compared to conventional insurance.
	Develop for this research from focus group discussion



	2

	He/she gives me adequate information about Takaful scheme.
	Develop for this research from focus group discussion



	3

	He/she explains to me about the objective of Takaful which is a donation scheme and mutual cooperation among the participants.
	Develop for this research from focus group discussion



	4

	He/she practices professional attitudes in dewaling with me.
	Develop for this research from focus group discussion



	5

	He/she is an honest person.
	Al-Maidah: 8, An-Najm: 3



	6

	He/she is a responsible person.
	An-Nisaa’: 58, Ali-Imran: 76



	7

	He/she always keeps a good relationship with me.
	An-Nisaa’: 36



	8

	He/she protects my confidentiality.
	Al-Imran: 173 and An-Nisaa’:132.



	9

	He/she wear professional attire while dealing with me.
	Develop for this research from focus group discussion




Measures of Relational Bonds (Social, Structural, and Financial Bonds)

This study measures social bond through the items developed by Berry (1995) and Berry and Parasuraman (1991). These items indicate that a marketer needs to remain connected with customers, build friendships with them, and provide them with indirect support. There are also measurement items adopted from the work of other previous researchers including Crosby et al. (1990), Berry (1995), and Lin et al. (2003). Lin et al.’s (2003) study has confirmed and extensively tested these measurements in a context similar to this research. The remaining two items were developed based on input gathered from focus group discussions.

Meanwhile the measure of structural bond in this study is adopted from the work of Crosby et al. (1990), Berry (1995), Gwinner et al. (1998), Lin et al. (2003), Dibb and Meadows (2001), and Lin et al. (2003), which were adjusted to suit with the context of Takaful customer. Customers are basically asked about the conduct of their Takaful agents regarding personalised Takaful schemes, promptness of response, payment methods, and sources of information on the Takaful products.

The last construct of Islamic relationship marketing incorporated into the research framework is financial bond. This type of relational bond represents the economic benefits received by all parties in a relationship. It can be measured either or both in terms of monetary and non-monetary benefits. Many customers can be motivated by monetary benefits when a product provides prospect for money saving (Berry, 1995; Gwinner et al. 1998; Peterson, 1995). In this study, they were asked about the money received at the end of a year in cases where no claims were made, for hospitalisations, and from profit generated from investments in the Takaful fund. Meanwhile, the non-monetary benefits include time saved, gifts received and promotion packages offered to the customer. In particular, this research emphasised that by participating in the Takaful scheme, some customers would receive free gifts and offers on promotional packages by the agent. Thus, their response would be very important to gauge the level of financial bond between them and their agent. Overall, most of the five measurement items developed for this study were based on suggestions by focus group members. Only one of the items was taken from the study by Lin et al. (2003). The item was modified to suit the context of this research. Table 3 presents details on the measurement items.

Measure of Customer Gratitude, Trust and Commitment

In service industry like Takaful, relational exchange will basically involves interactions between exchange parties (service provider and customer). Interactions will then strengthen value sharing between the parties. In the marketing context, the Takaful agents as service provider invests in the relationship by delivering benefits to the customer (De Wulf, Odekerken-Schroder & Iacobucci, 2001). These benefits will eventually render to positive emotions in the customer, which in turn increase trust in, satisfaction with and commitment to the seller. The measure of customer gratitude in this study mainly relies on Palmatier et al. (2009)’s study where the authors adapted measures from McCullough, Emmons, and Tsang (2002) like ‘I feel grateful to….’, I feel thankful to….’, and I feel appreciative to……’. This study further adapts these measures to reflect the Takaful industry.

In the context of the current study, customer trust is defined as the confidence level a Takaful customer has towards his/her agent based on the services received during his participation in the Takaful scheme. This is in line with the views of earlier researchers including Schurr and Ozanne (1985), Swan and Nolan (1985), and Swan and Trawick (1987) who explained trust as customers’ belief and feelings that the words or promises made by the marketers can be relied on in the future. The measurement instrument on trust developed by Wu and Liu (2007) in the context of the banking sector corresponds with the above definition. The instrument was tested by Wu and Liu (2007) to study the views of bank customers and it recorded a high value of reliability (Cronbach’s alpha of 0.94). The instrument is, therefore, adopted into the questionnaire used in this research. The items measuring trust consist of five statements and the respondents are given a five-point rating scale to indicate their degree of agreement towards each of the statement.


Customer commitment in this research is referred to as continuance commitment. It presents the desire of customers to remain with the relationship, their confidence, and the perceived cost of leaving the marketer or company (Gundlach, Achrol & Mentzer, 1995; Geyskens, Steenkamp, Scheer & Kumar, 1996; Moorman, Zaltman & Deshpande, 1992; Sollner, 1994). All the items in this research are adapted from Meyer and Allen’s (1991) three component-scale of organisational commitment. The scale has been used by many previous researchers including Bansal, Irving and Taylor, (2004), and has recorded high value of reliability (0.77) and factor loading (0.777–0.826). However, for the context of this research, participants of focus group discussions have suggested that all the items are rephrased to suit the perspective of Takaful customers. For example, statements like: ‘I would face difficulty if my Takaful agent leaves me’, was adapted from the original statement: ‘It would be very hard for me to leave my organization right now even if I wanted to’, which was the original statement used by Meyer and Allen (1991).

DATA ANALYSIS

As pointed out by Levine (1996, p. 1), ‘data analysis is a body of methods that help to describe facts, detect patterns, develop explanations, and test hypothesis’. This study therefore conducts data analysis to describe the marketing phenomena in the Takaful industry. Data analysis in this research involves two stages; first, descriptive analysis and second, structural equation modelling based on AMOS software. The first stage describes the background information of the respondents’ understudy whereby the second stage confirms the hypotheses developed in this study using two statistical approaches.

Descriptive Analysis

The most basic analysis done prior to advance data analysis is descriptive analysis. Basically, it involves identifying the background of the respondents and also examining answers given by respondents on each respective construct. In this regard, this research uses this type of analysis for two purposes. First is to observe background information of the respondents (Family Takaful customers), and second, to examine the perception of the respondents towards the practice of Islamic relationship marketing by their agent.

Based on Table 2, it is observed that the respondents in this study are slightly balance between male (333) and female (381). And this balance could eliminate the response bias in terms of gender. Nevertheless, parallel with an earlier prediction for the context of this research (Takaful industry), majority of them are Muslim Malays (86%). Only small numbers of non-Muslims involved in this research (14%). In addition, more than half of the respondents are married (60%) and worked at private company (66%). Further than that, in terms of education, near half of the respondents are degree holder (45%) and only small portion of them (4 respondents) are PhD holders. This has exaggerated high number of respondents who are in the group of income from 2000 to 4000 which basically either a degree holder or have industry experiences.


Table  2
Background of Respondents



	Demographic Information
	Frequency

	Percent (%)




	Takaful Operators
	Syarikat Takaful Malaysia Berhad.
	64

	9.0




	
	Etiqa Takaful Berhad.
	83

	11.6




	
	Takaful Ikhlas Sdn. Bhd.,
	52

	7.3




	
	CIMB Aviva Takaful Berhad.
	66

	9.2




	
	Prudential BSN Takaful Berhad,
	82

	11.5




	
	HSBC Amanah Takaful Sdn. Bhd.
	71

	9.9




	
	MAA Takaful Berhad.
	54

	7.6




	
	AIA AFG Takaful Bhd.
	68

	9.5




	
	AmFamily Takaful Bhd.
	43

	6.0




	
	Great Eastern Takaful Sdn. Bhd.
	77

	10.8




	
	Hong Leong MSIG Takaful Bhd.
	54

	7.6




	
	Total
	714

	100.0




	Gender

	Male

	333

	46.6




	
	Female
	381

	53.4




	
	Total
	714

	100.0




	Race

	Malay

	612

	85.7




	
	Indian
	24

	3.4




	
	Chinese
	68

	9.5




	
	Others
	10

	1.4




	
	Total
	714

	100.0




	Marital Status

	Single

	265

	37.1




	
	Married
	430

	60.2




	
	Divorced
	16

	2.2




	
	Others
	3

	0.4




	
	Total
	714

	100.0




	Sector of Occupation

	Government

	88

	12.3




	
	Semi-Government
	50

	7.0




	
	Private
	474

	66.4




	
	Self-employed
	97

	13.6




	
	Others
	5

	0.7




	
	Total
	714

	100.0




	Education Level

	SPM

	123

	17.2




	
	Diploma
	199

	27.9




	
	Degree
	320

	44.8




	
	Master
	48

	6.7




	
	PhD
	4

	0.6




	
	Other
	20

	2.8




	
	Total
	714

	100.0






Exploratory Factor Analysis

An exploratory factor analysis is conducted to find the underlying dimensions of Islamic relationship marketing from the perspective of Family Takaful customers. Based on past literatures and three series of focus group discussion, 23 statements were developed representing the practice of Islamic relationship marketing in the Takaful industry. All necessary procedures that are required prior to factor analysis were conducted and principal component analysis was utilised as the extraction method. Results indicate that measure of sampling adequacy (Kaiser-Meyer-Olkin-KMO) was 0.937 and hence is appropriate for factor analysis using principle component analysis (PCA) method. The Bartlett’s Test of Sphericity also reached statistical significance (0.000), supporting the factorability of the correlation matrix. Using Varimax rotation, five factors were extracted with eigenvalues greater than one, explaining 68 percent of total variance. Respectively, all five factors were named as knowledge sharing, customer caring, social, structural, and financial bonds.

Table 3 presents the overall results of EFA and also depicts the communality of each variable (between 0.530 and 0.819) which higher value represents higher correlations among the constructs. Since factor 1 (customer caring) has the highest eigenvalue and variance (eigenvalue = 9.75, variance = 42 percent), it automatically signifies as the most important factor perceived by the Takaful customers as to measure the Islamic relationship marketing practices in the industry. This is followed by factor 2 (social bonds) (eigenvalue = 2.18, variance = 9.5 percent), factor 3 (knowledge sharing) (eigenvalue = 1.49, variance = 6.5 percent), factor 4 (structural bonds) (eigenvalue = 1.15, variance = 5 percent), and factor 5 (financial bonds) (eigenvalue = 1.08, variance = 4.7 percent).

Overall, results of factor analysis has regarded that there were five underlying constructs deemed to be relevant as to measure the Islamic relationship marketing in the Takaful industry. They are customer caring, social bonds, knowledge sharing, structural, and financial bonds. However, based on the Qurʾānic sources and the experts’ suggestion, all items of customer caring and knowledge sharing basically come from one construct which is Islamic ethical behaviour. Thus, it is defined as second order factor for the construct of Islamic ethical behaviour and was confirmed via measurement model which discussed in the next section. In addition, the other constructs (social, structural, and financial bonds) were known as relational bonds. It is deemed as key components of relationship marketing (Dwyer et al., 1987; Wilson & Jantrania, 1993; Cannon & Perreault, 1999 and other related researchers). Strengthening relational bonds and practicing the Islamic values while transacting with customers becomes the main objective of the practice of Islamic relationship marketing promotes in this research.


Table  3
Results of Exploratory Factor Analysis for IRM
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Results: Measurement Model of Islamic Relationship Marketing

Once the four proposed constructs of Islamic relationship marketing (Islamic ethical behaviour, social, structural, and financial bonds) were confirmed with their measurement items, measurement model of Islamic relationship marketing was conducted by combining the four constructs in the measurement model. This procedure was done to confirm the four measurements of the Islamic relationship marketing practices which are Islamic ethical behaviour, social, structural, and financial bonds for the Takaful industry.

Results obtained indicate that the model is fit considering that all of the fit indices achieved the cut off value based on fit indexes stated in Hair, Black, Babin and Anderson (2010) (df=100, chi square=513.53, GFI=0.92, CFI=0.93, IFI=0.93, and RMSEA=0.06). In addition, all constructs obtained high loading (>0.7) to measure Islamic relationship marketing (IEB=0.84, social bonds=0.80, structural bonds=0.91, and financial bonds=0.70). These results indicate that, based on the sample of this research, the four constructs are significantly proven able to measure Islamic relationship marketing in the Takaful industry. The four constructs, therefore, are acceptable measures of Islamic relationship marketing. Figure 1 presents the results of measurement model for Islamic relationship marketing.
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Figure  1. Measurement Model of Islamic Relationship Marketing



Results: The Effect of IRM Towards Customers’ Gratitude, Trust and Commitment

Structural model is developed to test the effect of IRM practice towards customer gratitude, trust and commitment. As illustrates in Figure 2, results of SEM shown that the model have achieved all the fit indices where IFI = 0.967, CFI = 0.967, TLI = 0.961, and RMSEA = 0.062 given the p value = 0.000, and chi square (CMIN) = 474.72. Accordingly, all the measures support the model fit assumption, thus the model is proceed to the next level which is the interpreting of the parameter estimated by SEM. Based upon the value of regression weights, it is confirmed that the regression model of Islamic relationship marketing in the customer satisfaction and retention prediction is significantly different from zero at the 0.001 level. In details, when the Islamic relationship marketing goes up by 1 standard deviation, it will influence the increase of customer gratitude, trust, and commitment by 0.90 and 0.79 standard deviations respectively.
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Figure  2. Structural Model



In addition, to scrutiny the effect of IRM towards the three variables in this research, value of squared multiple correlation (R2) have been observed. Based on SEM results, the highest value is belong to customer trust (0.91) which indicate that 91 percent of customer trust is the results of IRM practice. Other than that, IRM also have influenced customer commitment by 86 percent and customer gratitude by 81 percent. This result provides a clear picture to the industry on the significance of the practice relationship marketing in accordance with the Islamic norms. H1, H2, H3, and H4 is thus supported by the results of this analysis.


RESULTS AND DISCUSSION

Many previous researchers have asserted that relationship marketing practices have great implication towards strengthening buyer-seller relationship (Crosby et al., 1990; Boles, James, Thomas Brashear, Danny Bellenger & Hiram Barksdale, 2000; Tam & Wong, 2001; Sin et al., 2002; Huang, 2008; Nath et al., 2009; Bugel et al., 2010; Maznah & Mohd Noor (2010). In addition, studies on the financial services industry have revealed that relationship marketing have influenced customers to become committed to, and loyal with the same company (Crosby et al., 1990; Reichheld, 1996). This is parallel with the definition of relationship marketing by Hussnain (2011, p. 3), in which relationship marketing is described as “the whole relationship between suppliers and customers” with the objective of giving “the best possible attention, customer services and therefore build customer loyalty”.

Among the contributions of this research is to develop the underlying dimensions of the Islamic relationship marketing for the Takaful industry and for this reason, it become the first objective of this research. Few stages were performed to explore the important aspects of relationship marketing suitable with the context of Takaful industry. The first stage was done by reviewing the previous marketing literatures and also related Qur’anic verses in order to come out with measures of Islamic relationship marketing. The second stage\took place when three focus group discussions were held with industry experts, academician, and Takaful secretariat (MTA) to review the measurement items which were developed in the first stage based on the context of Takaful. In this stage, some improvement and enhancement were made to the measurement items and it further proceeded to the next stage which was pilot test.

The results of the pilot test have confirmed the reliability of the measures where all 23 items were remained for the final data analysis. The final stage is done through statistical analysis, or EFA. All 23 measurements items of Islamic relationship marketing were analysed simultaneously and the results indicate that there were five factors or constructs underlined the practice of Islamic relationship marketing as perceived by the Takaful customers. All items basically fell under the specific constructs which initially identified through the literatures and known as customer caring, knowledge sharing, social, structural, and financial bonds. However, two constructs (customer caring and knowledge sharing) were basically proposed as under the same construct which is Islamic ethical behaviour. In this regards, the decision is made to classify these constructs under the Islamic ethical behaviour. As consequent, the four constructs of Islamic relationship marketing together with its measurement items which is proposed in this research were statistically significant underlined the practice of Islamic relationship marketing in the Takaful industry. These results were further confirmed by the CFA via measurement model which was performed to reach the research objective number two.

This study also investigates the effect of the Takaful agents’ Islamic relationship marketing practice towards customer gratitude, trust, and commitment. Base on SEM-AMOS analyses, it is found that the practice of IRM have significantly influenced the customers’ gratitude, trust, and commitment. In other words, it simplifies that the practice of relationship marketing base on the Islamic norms may enhance the quality of relationship between the Takaful agents and customers. In this regards, the Takaful operators must ensure that their agents offer and provide special services with social benefits to the customers as well as provide proper facilities to their customers (Gwinner et al., 1998). Furthermore, as an Islamic alternative to the conventional insurance, the customers suppose to feel more comfortable once they participate to the Takaful scheme since all the prohibited elements are totally intolerable in the industry. The agents in this instance need to cultivate the Islamic ethics while servicing their customers as well as approaching potential customers.

In conclusion, parallel with the previous researchers, this research found that in current competitive market, marketers have to be customer-focused and at the same time need to be perceived as Islamic by their customers (Hassan et al., 2008). The ethical elements have become the prominent element in marketing approach where it may affect the sales performance of the marketers (Wotruba, 1990; Piercy & Lane, 2007; Nazlida & Mizerski, 2010; Arham, 2010; Fu et al., 2010). In addition, the marketers (Takaful agents in the context of this research) must sincere in addressing their customers’ needs and prepare themselves with enough knowledge on Takaful and the financial sector besides enhancing their marketing skills (Nafik et al., 2012). Furthermore, the three aspects of relational bonds which are social, structural, and financial bonds were deemed important in the practicing the Islamic relationship marketing (Chih et al., 2009). The agents were advised to take care of personal relationship with their customers and at the same time provide their customer with good facilities, efficient services, and enough financial benefits.

Some limitation was emerged in the current study. First, in terms of number of variables, this study only involved four variables of relationship investment, a mediator, and two relationship outcomes (customer trust and commitment). Future researchers may add other significant variables that are appropriate to the context of their research. Future researchers may possibly conduct more advance and relevant analysis to gauge the customers’ preference towards Takaful protection scheme. Finally, given limited literatures from the perspective of Takaful agents and Islamic marketing, this research advises future researchers to strengthen the elements of Islamic marketing in order to contribute into relationship marketing literatures.
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