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ABSTRACT

Sales management of today is facing challenging issues of sales force management in order to achieve the desired firm’s business performance. A firm’s business performance is closely associated to how effective the sales force is in performing their selling tasks. As salespersons need to face different customers and engage in different sales situations, salespersons must be flexible and be able to adapt their selling styles in all different situations. Salespersons’ behaviour in adapting their selling approaches is known as adaptive selling behaviour. The ability of salespersons in performing their selling tasks hinges on their capability in practicing adaptive selling behaviour during and across the sales interactions with customers. This study focuses on the managerial practices of control and empowerment, and examines their simultaneous influence on salesperson’s adaptive selling behaviour. This study was conducted on a sample of pharmaceutical salespersons in Malaysia, whose customers are healthcare professionals. Nine pharmaceutical firms participated in the survey with a total of 154 responses received. Results revealed that control practice of activity control and empowerment practices of promoting participation in decision-making, expressing confidence, and providing autonomy had significant relationships with salesperson’s practice of adaptive selling behaviour. Implications, limitations of the research, and improvements for future studies were discussed.
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INTRODUCTION

Typically, a firm’s sales unit comprises a sales manager who is overseeing a group of salespersons. As the firm’s sales unit is responsible for generating a specific amount of revenue, the sales manager and the group of salespersons are accountable to meet the agreed upon sales quota. While the contribution of the firm’s sales unit is revenue and profit for the firm, there is a significant cost associated in maintaining a sales unit. The cost involves hiring, managing, and compensating the sales force. On an increasingly trend, the cost of maintaining a sales unit is escalating. However, performance and effectiveness of sales force are still far from satisfactory (Accenture, 2012).

Generally, a salesperson is employed as a marketing agent to be involved in personal selling as well as to strategise the firm’s marketing activities. The involvement of these salespersons are more effective than any other promotional mix as this is due to the human interactions between the three parties namely, the firms, external customers, and the targeted customers (Zoltners, Sinha, & Lorimer, 2009). Hughes (2013) stated that the “pull” effects of a firm’s product depends heavily on advertising whereas the “push” efforts is via the promotional and selling a product’s values to the targeted customers.

Zoltners et al. (2009) stated that a firm salesperson has to play several roles. Firstly, they are the firm’s financial contributors. A firm’s financial success is largely dependent on the effectiveness of the salespersons in generating revenue and profits. Second, salespersons are the change agent in generating the customers’ purchasing decision via their convincing power in closing the sales. Third, salespersons play the dual advocacy role of boundary spanner by matching and satisfying both the internal firm’s supply and the external customer’s demands (Stan, Evans, Arnold, & McAmis, 2012). Last but not the least, salespersons are regarded as knowledge brokers (Verbeke, Dietz, & Verwaal, 2010) who are the valued two-way communication agents that link their firms and the customers (Ingram, LaForge, Avila, Schwepker Jr., & Williams, 2012). However, there is limited sales literature published as compared to marketing literature. Zoltners, Sinha, and Lorimer (2013) mentioned that only 3% of the articles from four established journals have been published in the area of sales force for the last 10 years. Correspondingly, Fogel, Hoffmeister, Rocco, and Strunk (2012) stated only one article was found to be in the area of sales from the 48 published articles in the year 2011. Generally, past studies have found that Western countries have conducted studies in the area of understanding the factors of salesperson performance as compared to developing countries which has limited studies. Hence, based on these important functions of salespersons to a firm, a study examining the effectiveness of salesperson warrants further research.


LITERATURE REVIEW

Salesperson’s Adaptive Selling Behaviour

In business-to-business (B2B) marketing approach, salespersons are primarily involved in personal selling, dealing directly with customers who are also the decision-makers. During the face-to-face interactions with the customers, salespersons engage in specific selling behaviours. Wren and Simpson (1996) explained that the behaviours showed by the salespersons in the course of working have been found to influence sales effectiveness and is known as selling behaviours.

Weitz (1978, 1979, 1981) had broadly studied on the selling behaviours. The most significant contributor of the effectiveness of sales comes from salesperson adaptiveness when the selling takes place (Wren & Simpson, 1996). The concept of applying adaptiveness in selling behaviours is known as adaptive selling behaviour (or ASB).

Sujan (1986) explained the changing of selling behaviours during a customer interaction based upon perceived information about the selling situations is known as adaptive selling behaviour. Engaging in adaptive selling behaviour enables the salespersons to take advantage of the unique nature of personal selling interactions as a means of communicating the customised message to the customers. The effectiveness of a salesperson’s adaptive nature in the personal selling process hinges on the salespersons’ ability to be sensitive to the buyers’ personalities and moods, and be responsive to the dynamics of the information exchange during the interaction (Porter, Wiener, & Frankwick, 2003). A salesperson with high selling adaptability is capable of adjusting his or her selling behaviours when interacting with the customers (Spiro & Weitz, 1990). As engaging in adaptive selling behaviour has been found to have a positive impact on a salesperson’s performance (Singh & Das, 2013), research into what drives a salesperson to engage in adaptive selling behaviour warrants further investigation.

Organisational Factors of Sales Managerial Practices

Scholars supported the notion that performance and effectiveness of salespersons should be investigated based on organisational factors within the control of the sales management and not other external factors (Cravens, Le Meunier-FitzHugh, & Piercy, 2011). Managerial practices cover a wide scope of activities comprising activities and tasks which include a variety of assignments and can constitute key aspects of the sales management works (Dubinsky, 1999). Despite knowing the importance of managerial practices, there is a dearth of empirical studies examining the influence of sales managerial practices on salesperson’s selling behaviour and performance (Avlonitis & Panagopoulos, 2007).

The Paradox of Control and Empowerment Practices

Based on the electronic database search and literature review, past studies conducted in relation to the influence of managerial practices found that control and empowerment were the most common managerial practices studied. However, control and empowerment were commonly studied as separate research streams. With the exception of the studies by Lambe, Webb, and Ishida (2009) who studied sales team performance and Simintiras, Ifie, Watkins, and Georgakas (2013) who studied retail salespersons’ performance, there was no empirical studies which integrated both the control and empowerment together. This was because control and empowerment were often seen as contradictory elements of two conflicting managerial practices (Nash, Brown, & Sutton, 2014).

Tannenbaum and Schmidt (1973) highlighted on the nature of managerial behaviours and styles through the “Leadership Continuum Model.” This model proposes two extreme ends of the management continuum. It shows manager-centred style of autocratic leadership at one end whereas subordinate-centred style of democratic leadership on the other end, and both ends are mutually exclusive as management needs to choose either one. This situation was often being referred to as a dilemma.

However, scholars found that dilemma often led to a sense of organisational tension and paralysis because there were associated opportunity costs and benefits involved (Smith & Lewis, 2011). More recent case studies and qualitative research revealed that the more managers stressed one side, the more this accentuated the opposite side, and that often caused the paradoxical nature to surface (Lewis & Smith, 2014). Smith and Lewis (2011) termed it as “paradox,” which they categorised it as “contradictory, yet interrelated elements (dualities) that need to exist simultaneously and persist over time” (p. 387). Scholars subsequently proposed that paradox should be managed in a balanced manner and co-exist, rather than to be resolved by choosing either one. However, empirical studies examining the elements of paradox of control and empowerment in the context of sales force management have been generally lacking (Lambe et al., 2009; Simintiras et al., 2013). Hence, the present study focuses on examining both the influence of control and empowerment practices on salesperson’s adaptive selling behaviour.


Control Practices and Salesperson’s Adaptive Selling Behaviour

Piercy, Cravens, and Lane (2012) defined control as a tool used by sales management to manage and control the firm’s resources more efficiently. Firms regulate the behaviour of their salespersons in order to meet their business objectives via control process (Challagalla & Shervani, 1997). Control, in the form of management involvement and supervision, should provide guidance and motivation to the salespersons to perform better (Baldauf, Cravens, & Piercy, 2001). In line with the underlying social exchange theory, salespersons should react in a positive manner and reciprocate the influence of supervisory control. A form of salesperson behavioural performance is known as salesperson’s adaptive selling behaviour (Babakus, Cravens, Grant, Ingram, & LaForge, 1996; Guenzi, Baldauf, & Panagopoulos, 2014). Hence, salespersons who reciprocate the influence of supervisory control should engage in smart-selling approach in order to achieve the improvement in their performance. Past studies have proven that there is a positive relationship between supervisory control and salesperson’s adaptive selling behaviour (Guenzi et al., 2014; Piercy, Low, & Cravens, 2004; Rouzies & Macquin, 2003).

Based on the conceptualisation of Jaworski (1988) and refined by Challagalla and Shervani (1996), control practices consist of output control, activity control, and capability control. Output control focuses on achievement of end-results such as sales revenue. Activity control aims to guide salesperson’s to achieve selling-related tasks and activities while capability control emphasises on attainment of specific abilities and skills of the salespersons crucial for achieving the required outcomes (Fang, Evans, & Landry, 2005). Both activity control and capability are often being referred to as behaviour control (Challagalla & Shervani, 1996).

In output control, salespersons are given the freedom to achieve the sales outcomes and salesperson performance is directly measured based on their sales revenue achievements. Salespersons are compensated proportionately based on their achievements. Output control was found to influence positively on salesperson’s learning and performance orientation which lead to adaptive selling approach (Jaworski & Kohli, 1991) and enhance salesperson’s learning orientation (Kohli, Shervani, & Challagalla, 1998). We conceptualise the positive relationship between output control and adaptive selling behaviour to be consistent with the past literature (Kohli et al., 1998). Hence, it is logical to propose that:


H1a: Output control is positively related to salesperson’s adaptive selling behaviour.




In contrast to output control, behaviour control involves relatively close supervision from the sales management in specifying the tasks, activities, abilities, and skills that are expected to be achieved or completed (Miao, 2007). Sales management also constantly provide diagnostic feedback to the salespersons with respect to their progress of the tasks, activities, abilities, and skills (Challagalla & Shervani, 1996). Past studies have proven that there is a significant positive relationship of behaviour control towards salesperson’s adaptive selling behaviour (Babakus et al., 1996; Piercy et al. 2004).

Both activity control and capability would equip salesperson to practice “smart selling” which is a form of adaptive selling behaviour (Rouzies & Macquin, 2003). Specifically, activity control enables the manager to define and specify a list of tasks and activities which the salesperson is required to perform and accomplish in order to ultimately achieve the desired organisational objectives. The sales manager will supervise and monitor the salesperson’s tasks and activities if he or she is complying with the pre-determined selling-related activities. Additionally, sales manager will provide valuable coaching of the different selling situations. Under the manager’s guidance and orientation, the salesperson may decide to engage in a different selling approach (Guenzi et al., 2014; Kohli et al., 1998). Thus, the following hypothesis is proposed:


H1b: Activity control is positively related to salesperson’s adaptive selling behaviour.



In capability control, the manager will set personalised goals for the individual salesperson with regards to the levels of skills and abilities needed to be mastered by the salesperson. The manager will closely guide, coach, and provide constructive feedbacks to the salesperson (Baldauf et al., 2001; Piercy, Cravens, & Morgan 1998, 1999). According to Bandura (1977), a salesperson’s self-determination, self-efficacy, and competencies will be elevated through capability control. Furthermore, in order to encourage innovation and creative thinking, salespersons are exposed to different scenarios and problems (Sujan, Weitz, & Kumar, 1994). In Oliver and Anderson (1995) studies, they expressed that by having an essential skills, one should undertake new tactics in overcoming problems and closing a sale. A study by Kohli et al. (1998) found that capability orientation has a positive relationship with salesperson’s learning orientation. Hence, the following hypothesis is proposed:


H1c: Capability control is positively related to salesperson’s adaptive selling behaviour.




Empowerment Practices and Salesperson’s Adaptive Selling Behaviour

While control intends to enable the firm to control their resources, empowerment practices provide more autonomy to the salespersons. There are two conceptions of empowerment based on past literature: psychological empowerment (or motivational form of empowerment) and structural empowerment (or relational empowerment). The former refers to the employee’s experiences and feelings of being empowered while the latter denotes top management initiatives towards delegation of authority in the top-down hierarchy (Ahearne, Mathieu, & Rapp, 2005). However, there are limited number of research on the structural empowerment. This current study will emphasis on the conception of structural empowerment examining the initiation of empowerment by the sales management on salespersons.

Based on the conceptualisation of Ahearne (2000) and Ahearne et al. (2005) which was developed based on the original conceptualisation of Hui (1994), empowerment is being conceptualised to comprise of four dimensions: enhancing meaningfulness, promoting participation, expressing confidence, and providing autonomy. Through the practices of empowerment, salespersons are given the flexibility and control over decision-making (Ahearne et al., 2005). Roman and Iacobucci (2010) explained that salesperson will feel confident and motivated with different methods and uses information make available for them to adapt to their selling tactics. Based on the above explanations, it makes sense to propose that all the dimensions of structural empowerment have a positive influence on the practice of adaptive selling behaviour.

This dimension of managerial behaviours aims at enhancing subordinates’ sense of purpose and meaningfulness in their work. The subordinates’ job roles are respected and valued by informing them on how well their work is aligned with organisational objectives and goals. In order to make a salesperson contribution to be of important, a manager willingness to enhance on the meaningfulness of work will be able to build a great sense of adaptability and self-efficacy (Ahearne et al., 2005). Possessing the feelings of self-efficacy and adaptability, salespersons would be innovative in exploring whatever effective approach with the objectives of achieving the organisational goals upon which the salespersons are ultimately aware that their efforts are valued and important in contributing to the overall firm’s success (Spiro & Weitz, 1990). Thus, the following hypothesis is proposed:


H2a: Enhancing meaningfulness is positively related to salesperson’s adaptive selling behaviour.




Promoting participation encourages employees to participate in problem solving and decision-making process. Vecchio, Justin, and Pearce (2010) stated that self-determination and self-efficacy should be created among salesperson by encouraging them to be part of the company’s problem solving team. Salespersons who were given the chance to voice their opinions will have the impression that the company respects their effort during the decision making process. When a customer interaction takes place, salesperson would fully utilise the guidance taught by the managers to showcase their adaptive selling behaviours (Anglin, Stolman, & Gentry, 1990). Hence, it is plausible to hypothesise that:


H2b: Promoting participation is positively related to salesperson’s adaptive selling behaviour.



By encouraging and expressing confidence in a subordinate’s performance, this will improve the subordinate’s self-efficacy and competence perceptions on the job (Kwak, 2011). In the context of the present study, sales management who practices the dimension of expressing confidence focuses on cultivating the individual salesperson’s confidence to perform at a higher level and handle challenging tasks. This will then influence their adaptive selling behaviours when meeting the customers. Hence, it is appropriate to propose the following hypothesis:


H2c: Expressing confidence is positively related to salesperson’s adaptive selling behaviour.



Providing autonomy aims to minimise administrative constraints so that employees can perform efficiently. This was also supported by Wang and Netemeyer (2002) who noted that job autonomy positively affects salesperson’s self-efficacy which then leads to improved sales performance. Vecchio et al. (2010) stated that employees can achieve autonomy by getting rid of some company’s rules and regulations that are redundant in command level. With this, employees can achieve their goals more efficient. Hence, it is hypothesise that:


H2d: Providing autonomy is positively related to salesperson’s adaptive selling behaviour.



RESEARCH FRAMEWORK

Figure 1 is developed to incorporate the influence of managerial practices of control and empowerment on salesperson’s adaptive selling behaviour.
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Figure 1. Proposed research framework



Cropanzano and Mitchell (2005) explained the relationships between an organisation and its employees based on the social exchange theory. Managerial practices comprise a broad scope of activities performed by the organisation (or management) on employees with the goal to drive and improve employees’ performance. In order for employees to achieve the desired performance, employees need to behave in a certain positive manner. The main view of social exchange theory is the concept of reciprocity between the two parties (Blau, 1964). When the firms treat their employees well, there is a high possibility that the employees will display a high level of commitment towards their firms which will lead to positive work performance as well as achieving a positive behaviour. This study aims to examine the outcome of the salespersons engaging in adaptive selling behaviour as a result of the influence of managerial practices of control and empowerment.

METHODOLOGY

Measures

The present study is a quantitative research utilising survey questionnaires to gather the required data. The survey questionnaire consists of a total of 44 items. It begins with 12 items of demographic information and followed by 32 items of close-ended questions measured using Likert scale. Out of these 32 items, 15 items measured control practices, 12 items measured empowerment practices, and 5 items measured salesperson’s adaptive selling behaviour. The measure of control practices was adapted from Challagalla and Shervani (1996), which has a Cronbach’s alpha of 0.94 (output control), 0.86 (activity control), and 0.92 (capability control). The measure of empowerment practices was adapted from Ahearne et al. (2005) which has an overall Cronbach’s alpha of 0.92. Measure of salesperson’s adaptive selling behaviour was adapted from Robinson Jr., Marshall, Moncrief, and Lassk (2002), which introduced the shortened version measure of the full adaptive selling behaviour scale developed by Spiro and Weitz (1990). The shortened version has a comparatively high Cronbach’s alpha value of 0.84 as the full version. To reduce potential common method variance issue arising from the error due to the same respondent answering the same scale, different Likert scales were used. Control practices and empowerment practices were measured using a 7-point Likert scale while adaptive selling behaviour was measured using a 6-point Likert scale.

Sample and Data Collection

The present study was a correlational and cross-sectional study. It was conducted on a sample of pharmaceutical salespersons in Malaysia as the individual unit of analysis. The salespersons’ customers are healthcare professionals located at clinics, and public and private hospitals. In the pharmaceutical industry, the use of salespersons to promote pharmaceutical products and services face-to-face to the healthcare professionals is a common marketing practice. Since pharmaceutical salespersons interact face-to-face with healthcare professionals in the B2B marketing approach, the pharmaceutical industry is one of the most appropriate industry where this research can be applied. The study involved distribution of survey questionnaires to individual salespersons working as full-time employees in the pharmaceutical firms in Malaysia. There were 42 pharmaceutical firms listed in the Pharmaceutical Association of Malaysia (PhAMA) website. The human resource managers of all these firms were contacted and sought for permission to get their salespersons to participate. Out of the 42 firms, only 9 firms agreed to participate in the survey. Based on the number of salespersons provided by the participating firms, a total of 320 hard copies of questionnaires were mailed to the 9 participating firms. In a period of three months, a total of 154 responses were received. This yielded a response rate of 48.12%.

ANALYSIS AND RESULTS

Data Screening and Descriptive Statistics

The checking for incomplete response, missing data, and outliers was conducted via data screening. Sixteen responses were found to be incomplete with a lot of missing data, thus had to be discarded. Five responses were found to consist of outliers above the ±3 standardised values and had to be dropped. The final number of usable responses was 133. All the 133 responses were checked for common method variance issue using Harman’s Single Factor test in SPSS and confirmed no serious issue of common method variance based on the guidelines (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003). Out of the 133 respondents, female and male respondents recorded at 61.7% and 38.3% respectively. Meanwhile, 60.9% of the respondents were single and 32.3% were married. Majority of the respondents are aged 26–30 years (34.6%), followed by those aged 31–35 years (24.8%), and 21–25 years (13.5%). The results showed that the sales experience of respondents between 5 to 10 years and those with less than 5 years is 39.1% and 28.6% respectively. A large majority of the respondents (63.2%) have been working with the company for less than 5 years and 26.3% have been attached to the company for between 5 to 10 years. As for academic qualification, the majority of them are holding a bachelor’s degree (57.9%) and minority are masters’ degree holders (7.5%).

Results of the Measurement Model

SmartPLS was used to perform the tests on the measurement model to check for the reliability and validity of the items. Factor loadings of each item, average variance extracted (AVE), and composite reliability (CR) were checked for each construct. Items with loadings less than 0.5 were removed to make sure the AVE values achieved at least 0.5 and CR values were at least 0.7 (Hair, Black, Babin, & Anderson, 2010). One item each from the construct of output control, activity control, and adaptive selling behaviour were deleted. Results as shown in Tables 1 and 2 confirmed that the measurement model possesses convergent validity and discriminant validity.

Results of the Structural Model

Subsequently, a bootstrapping technique of 1,000 subsamples was performed in SmartPLS to test the structural model in order to find out the path coefficients and significance of the paths. The results of bootstrapping are shown in Table 3. Next, the blindfolding technique was performed to check the predictive relevance of the proposed model. The results of blindfolding as shown in Table 4, indicated that the proposed model had good predictive relevance.


Table 1Summary of SmartPLS: Convergent validity and item reliability



	Construct
	Items

	Main loadings

	AVE

	CR




	Output control (OC)

	OC1

	0.844

	0.592

	0.851




	OC2

	0.749

	
	



	OC3

	0.845

	
	



	OC4

	0.617

	
	



	OC5

	Deleted

	
	



	Activity control (AC)

	AC1

	0.664

	0.584

	0.848




	AC2

	0.789

	
	



	AC3

	0.774

	
	



	AC4

	Deleted

	
	



	AC5

	0.819

	
	



	Capability control (CC)

	CC1

	0.728

	0.542

	0.855




	CC2

	0.690

	
	



	CC3

	0.749

	
	



	CC4

	0.731

	
	



	CC5

	0.780

	
	



	Meaningfulness (MN)

	MN1

	0.841

	0.623

	0.831




	MN2

	0.795

	
	



	MN3

	0.727

	
	



	Participation (PT)

	PT1

	0.675

	0.565

	0.795




	PT2

	0.731

	
	



	PT3

	0.841

	
	



	Confidence (CD)

	CD1

	0.847

	0.677

	0.863




	CD2

	0.836

	
	



	CD3

	0.784

	
	



	Autonomy (AU)

	AU1

	0.791

	0.593

	0.814




	AU2

	0.760

	
	



	AU3

	0.760

	
	



	Adaptive selling behaviour (ASB)

	ASB1

	Deleted

	0.504

	0.876




	ASB2

	0.803

	
	



	ASB3

	0.773

	
	



	ASB4

	0.660

	
	



	ASB5

	0.723

	
	




Note: Main loadings > 0.5; AVE > 0.5; CR > 0.7; R2(Performance) = 0.523


Table 2Summary of SmartPLS: Discriminant validity of constructs based on Fornell-Larcker criterion

[image: art]

Notes: (1) Diagonal numbers in bold represent the square root of the AVE, while off-diagonals represent the correlations. (2) ASB: adaptive selling behaviour; AC: activity control; AU: autonomy; CC: capability control; CD: confidence; MN: meaningfulness; OC: output control; PT: participation

Table 3Summary of SmartPLS: Path coefficients and hypothesis testing
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Note: ** = p < 0.01 (t-value > 2.33); * = p < 0.05 (1.65 < t-value < 2.33) (based on one-tailed test)


Table 4Summary of SmartPLS: Predictive relevance of the model



	Exogenous variable
	Endogenous variable

	Beta coefficient

	R2

	Q2

	Predictive relevance




	OC
	

	–0.174

	0.523

	0.240

	Yes




	AC
	
	0.248

	
	
	



	CC
	
	–0.157

	
	
	



	MN
	ASB

	–0.062

	
	
	



	PT
	
	0.166

	
	
	



	CD
	
	0.340

	
	
	



	AU
	
	0.288

	
	
	




Note: Blindfolding omission distance = 6

DISCUSSION, IMPLICATIONS, AND LIMITATIONS

Based on the data analysis, only activity control, promoting participation, expressing confidence, and providing autonomy were determined to have the statistically significant direct influences; there were no significant influence of output control, capability control, and enhancing meaningfulness. The results support hypotheses H1a, H2b, H2c, and H2d, while hypotheses H1b, H1c, and H2a were not supported.

The significant and positive relationship of activity control was aligned with the past results which supported the positive relationship between activity control and adaptive selling behaviour (Guenzi et al., 2014), the positive relationship between behaviour-based control and behavioural performance which adaptive selling behaviour is part of the dimensions (Babakus et al., 1996; Baldauf et al., 2001; Grant & Cravens, 1996; Piercy et al., 1998, 1999; Piercy et al., 2004), as well as the positive relationship between behavioural control and “working smarter” behaviour where this behaviour is recognised as a form of adaptive selling (Rouzies & Macquin, 2003).

Additionally, empowerment practices, expressing confidence, providing autonomy, and promoting participation were found to have positive significant relationship with adaptive selling behaviour. This was similar to the findings of Ahearne et al. (2005) which revealed a positive relationship between the practices of empowerment on salesperson’s adaptability. With respect to autonomy and self-efficacy, past research had provided the empirical evidence to support the empowerment-adaptability relationship (Scott & Bruce, 1994; Chebat & Kollias, 2000). Besides, the empirical support was found for the positive relationship between tolerance of freedom and adaptive selling among salespersons, as well as the positive relationship between managerial encouragement and adaptive selling.

To explain the insignificant relationships of capability control, output control, and enhancing meaningfulness with adaptive selling behaviour, the following justifications can be offered. Capability control is usually seen as a long-standing development on the skills and abilities of selling of the salespersons, and unlikely to affect the salespersons to engage in adaptive selling behaviour in the short term. Capability control could probably see by the salespersons as a way in investing their time and effort to boost future performance, and therefore, an increase in the capability control practice by the sales management would not motivate the salespersons to engage in adaptive and innovative approaches in their current sales interactions with customers. Similar rational reason to explain this observation on the insignificant output control on adaptive selling behaviour. The increase in output control by sales management was seen to exert more work stress and pressure on the salespersons to achieve the required performance and discourage them from exploring different innovative approaches to selling styles. Both these findings support the findings from Miao (2007) and Miao and Evans (2013) where capability control and output control do not affect adaptive selling behaviour.

The unexpected outcome where enhancing meaningfulness has no significant positive relationship with adaptive selling behaviour can be explained as follows. Since enhancing meaningfulness anticipates to create awareness about the importance of the salespersons’ contributions, this practice tends to lead to future improvement in salespersons’ performance, but may not be seen as critical and related in the near-term flexible and innovative ways of changing to the different approach of selling. The feeling of being an important member of the firm does not necessarily lead to the practice of adaptive selling behaviour.

Based on the findings of this research, a few inferences can be drawn for the benefit of the academics and researchers. Firstly, this research framework was developed based on social exchange theory to address how managerial practices influence salesperson performance. It was conceptualised based on the underlying theory that salespersons would reciprocate the positive influence of managerial practices through the engagement of adaptive selling behaviour which has a positive impact on salesperson performance. Secondly, this research contributes empirically to the present knowledge of control and empowerment which have been popularised as the paradox of modern management concept. Although not all dimensions of control and empowerment were found to be significant, this research managed to confirm that in the context of complex selling such as in the pharmaceutical industry, both control and empowerment need to co-exist in order to effectively affect salespersons to engage in adaptive selling behaviour.

A review of the results conclusively showed that managerial practices of activity control, promoting participation, expressing confidence, and providing autonomy are important managerial practices to drive a higher level of salesperson performance through engagement of adaptive selling behaviour. Sales management must focus on providing coaching, mentoring and guidance, especially to young salespersons to make sure task-oriented selling activities are accomplished. Obviously, giving opportunities to salespersons to participate in decision making would lead to enhance self-confidence. There is a critical need for sales management to instill a high level of confidence and allow a certain amount of autonomy to the salespersons so that the salespersons can act within the boundaries of the firms and yet be innovative to explore sales related issues. All these practices lead to enhanced salesperson’s feeling of self-efficacy and confidence which encourage salespersons to be flexible, innovative, and adaptive to the changing nature of the selling situations.

This study has encountered several limitations. These limitations open the door to opportunities for future improvement in the similar area of salesperson performance research. Firstly, this research is being limited by the cross-sectional nature of the study. The issue with the cross-sectional study is, perceptions or knowledge of individual about managerial practices may change or be influenced as a result of certain activities such as a meeting or a training session. Secondly, this study was a self-reported study. Although the Harman’s Single Factor test showed no serious common method variance issue, there is still some amount of response biases from individual respondents in reporting their own performance. Thirdly, the generalisation of this study to the whole population posed some obvious limitations. Since the data collection through census method was only performed on the nine participating firms, the salespersons of the remaining non-participating firms were not included. Moreover, most of the respondents were fresh salespersons. This is a survey limitation in the pharmaceutical industry where the majority of the salespersons are fresh and inexperienced. Therefore, it is a challenge to obtain an equal distribution of age and work experience of the samples.

Future research can be conducted to obtain data on salesperson performance from the sales managers while the data on managerial practices be evaluated by the salespersons. Data should also be collected over a longer period of time in order to examine if managerial practices are having any significant impacts on salesperson’s adaptive selling behaviour. Improvement in data collection method can also be done by trying to collect data from respondents located in the other states of Malaysia, particularly in East Malaysia to obtain a broader demographic distribution of the respondents. Since the data collection of the present study relied on the help of the human resource managers of the participating firms, the human resource managers were the gate-keepers of their firms as many refused to permit their salespersons to take part. Hence, future research should consider to approach the salespersons directly or using online survey approach.

CONCLUSION

While there are several challenges to improving salesperson performance through the engagement of adaptive selling behaviour, it is important for sales management to make sure their efforts bear fruits by managing their salespersons effectively with the appropriate managerial practices of control and empowerment. Although control and empowerment were perceived to be contradictory elements in management approach, the context of modern management calls for the co-existence of both control and empowerment in order to enhance salesperson performance through engaging in adaptive selling behaviour. This research managed to shed light to confirm that activity control (control practices), promoting participation, expressing confidence, and providing autonomy (empowerment practices) are important managerial practices that should co-exist to influence salespersons to engage in the positive behaviour of adaptive selling.
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ABSTRACT

Turnover poses a serious threat in healthcare settings. The scarcity of healthcare professionals and particularly nurses is highlighted as one of the biggest obstacles to achieving health system efficiency and effectiveness. As such, healthcare administrators need to search for ways to retain qualified and competent nurses. This study provides a framework depicting how organisational commitment can mediate the relationship between three forms of high performance work practices (HPWPs) (performance appraisal, compensation, and employment security) and turnover intention. Statistical analysis using partial least squares (PLS) conducted on questionnaire data from 639 staff nurses working in private hospitals in Malaysia revealed that two forms of HPWPs (performance appraisal and compensation) lead to reduced turnover intention via organisational commitment. Finally, the implications of our findings, limitations, and future research suggestions are discussed.

Keywords: high performance work practices (HPWPs), turnover intention, organisational commitment, nurses, private hospitals


INTRODUCTION

Currently, a shortage of qualified nurses, high turnover rates, and poor retention are ongoing problems for healthcare organisations worldwide (Buchan & Aiken, 2008). Bobbio and Manganelli (2015) have argued that the retention of nurses could be considered as one of the most important challenges for healthcare organisations globally. This high turnover rate has heightened the shortage of nurses (De Gieter, Hofmans, & Pepermans, 2011). Previous studies have highlighted that turnover causes monetary and non-monetary costs for healthcare organisations. Monetary costs are incurred through the hiring process of new employees (Haider et al., 2015), while non-monetary costs are associated with the loss of knowledge and skills (Yamamoto, 2011) and the forfeiture of social capital (Sutherland & Jordaan, 2004). This has led healthcare organisations to experience increased cost and economic losses due to the continuous recruitment of new nurses (Buerhaus et al., 2007). Malaysia, like many other countries, is also facing the problem of a nurse deficit. According to Barnett, Namasivayam, and Narudin (2010), the turnover rate of nurses in Malaysia has soared by more than 50% from the year 2005 (400 nurses) to the year 2010 (1,049 nurses). In addition, as reported by Siew, Chitpakdee, and Chontawan (2011), Malaysia also faces the problem of nurse migration, with an attrition rate of 400 per year, especially to English-speaking countries such as the United Kingdom, the United States, and Australia.

Excessive turnover of healthcare employees and especially nurses is likely to jeopardise the performance of healthcare organisations and the quality of patient service. This is because understaffing interrupts the continuous care of patients (Laschinger, Purdy, Cho, & Almost, 2006). Thus, it can be concluded that since nurses form the bulk of the healthcare workforce within the context of a hospital (Buchan & Aiken, 2008), their exit would have a substantial detrimental impact on a hospital’s performance. As such, there is a need for healthcare administrators to develop programmes and strategies to retain these nurses. For this purpose, it is important to examine the factors that can mitigate turnover among nurses.

An extensive meta-analytic study by Griffeth, Hom, and Gaertner (2000) identified four categories of predictors of turnover from previous literature. These include demographic variables, job satisfaction, organisational factors and work environment factors, job content and external environmental factors, and other behavioural elements. Griffeth et al. (2000) discovered that proximal precursors such as organisational commitment were among the best predictors of turnover. Moreover, a growing body of literature illuminates the fact that the human resource management practices (termed as HRMPs) of an organisation may affect employees’ turnover intention (Giauque, Resenterra, & Siggen, 2010; Luna-Arocas & Camps, 2008; Pirzada, Hayat, Ikram, Ayub, & Waheed, 2013).

According to Harter, Schmidt, and Hayes (2002), effective HRMPs would be able to amplify the knowledge, motivation, synergy, and commitment of the workforce, resulting in a source of sustained competitive advantage. This line of thought concurs with Morrison (1996), who asserted that how an organisation manages its human resources (as reflected in its HRMPs) establishes the tone and conditions of the employee-employer relationship. Employees’ perceptions and expectations of their employers’ commitment and support towards them (manifested through HRMPs) will shape their feelings towards the organisation (Settoon, Bennett, & Liden, 1996). Employees’ positive perceptions of their firm’s HRMPs will engender a social exchange relationship (Blau, 1964). Within this context, and based on the norm of reciprocity (Gouldner, 1960), employees would be more likely to engage in positive work attitudes and behaviours and less likely to indulge in negative behaviours. From a strategic perspective, Huselid (1995) argued for an effective use of HRMPs due to their positive impact on firm performance. According to Huselid (1995), practices, policies, and procedures relating to human resource management are termed as high performance work practices (thereafter referred to as HPWPs). In his study, Huselid (1995) found that HPWPs have a significant impact on employee outcomes (such as turnover and productivity) and firm performance, particularly financial performance. Based on the aforementioned discussion, it can be concluded that HPWPs are instrumental in fostering positive employee attitudes (such as organisational commitment) and subsequently reducing undesirable behavioural outcomes (such as turnover intention). Thus, it is reasonable to assume that in the context of nursing within the private healthcare sector, the implementation HPWPs would be judged to be an important retention strategy.

In addition, the linkage between HPWPs, organisational commitment, and turnover intention can be viewed through the lens of Fishbein and Ajzen’s (1967) model of beliefs-attitudes-behavioural intentions. According to Fishbein and Ajzen (1967), a person’s intentions, in the final analysis, are a function of certain beliefs about an object, which in turn influence the person’s attitude towards the object. The assumption is that the more favourable a person’s attitude is towards the object, the more the person will intend to perform positive behaviours and the less he or she will intend to perform negative behaviours with respect to that object. Within the context of the present study, employees’ beliefs regarding the organisation (in the form of perceptions about the organisation’s HPWPs) will lead to positive attitudes towards the organisation (in the form of organisational commitment), which in turn lead to behavioural intentions (in the form of reduced turnover intention).


Although past studies have identified an array of factors associated with nurse turnover, most of them have focused on work-related factors such as high job demand, perceived autonomy at work, support from superiors or peers, and job satisfaction (Han, Trinkoff, & Gurses, 2015). Yin and Yang (2002) identified factors such as stress, staff shortages, leadership style and relations, opportunities for advancement, and rigidity of administration as having significant correlations with turnover among nurses. Despite the importance of HRMPs in influencing employee outcomes, little attention has been given to such practices and particularly HPWPs in predicting turnover intention among nurses. Within the healthcare setting, Ha, Kim, Hwang, and Lee (2014) in their study on care workers in nursing homes in Korea examined the direct and indirect effects of five HPWPs on turnover intention, with organisational support and commitment as mediators. In their study, HPWPs were analysed in the aggregate as a system instead of individual practices.

In addition, prior work on turnover intention among nurses has concentrated on the direct predictors of turnover intention and turnover, with little emphasis on the mechanism by which HPWPs affect turnover intention. Additionally, issues on organisational commitment and turnover intention have been largely explored in countries such as the United States (Lynn & Redman, 2005), Canada (Lum, Kervin, Clark, Reid, & Sirola, 1998), and Australia (Parry, 2008). In fact, Liu et al. (2012) surmised that most studies on nurses’ turnover intention come from developed Western countries. As such, in view of increasing globalisation, a study on turnover intention among nurses in Malaysia, a developing country in Southeast Asia, would definitely help expand the extant literature. Thus, the first objective of this study is to examine the direct effects of HPWPs on nurses’ turnover intention in Malaysia. Furthermore, since organisational commitment has been recognised as a salient predictor of turnover intention (Griffeth et al., 2000) and given that this construct has been recommended by Meyer, Stanley, Herscovitch, and Topolnytsky (2002) to be explored across cultures for a more in-depth understanding of the concept globally, our second objective is to posit organisational commitment as the mediator in the relationship between HPWPs and turnover intention among Malaysian nurses. By doing so, we will be able to better understand the nexus between HPWPs, organisational commitment, and turnover intention.

REVIEW OF LITERATURE

Turnover Intention

Turnover is basically the course by which employees leave their current jobs with an organisation, and the organisation then substitutes them with new employees; this process can be conceptualised as being either voluntary or involuntary (Greyling & Stanz, 2010). Involuntary employee turnover occurs through the process of termination initiated by the organisation, while voluntary turnover occurs when the process of termination is initiated by the employee (Greyling & Stanz, 2010). However, it can be hard to measure actual turnover; thus, many researchers rely on employee turnover intention to represent actual turnover (Park, Boyle, Bergquist-Beringer, Staggs, & Dunton, 2014). Moreover, the phase that leads to actual turnover is turnover intention, and it is known to be a strong predictor of actual turnover (Bryant & Allen, 2013). Hence, the utilisation of the turnover intention concept in explaining actual turnover is deemed appropriate.

Nursing turnover has been found to be a key problem that makes management of the nursing workforce a challenge for the healthcare sector. According to Waldman, Kelly, Aurora, and Smith (2004), turnover among healthcare personnel impacts the healthcare organisation negatively in areas such as hiring, training, and productivity. This is because valuable talents will be moving to competing entities (Stovel & Bontis, 2002). In addition, turnover does not only impact one individual but also negatively affects the remaining employees in an organisation. A study by Bae, Mark, and Fried (2010) reported that nursing units with moderate levels of turnover were likely to have lower levels of work group learning compared to those without turnover. Curtis and Wright (2001) revealed that high turnover can damage quality and customer services, which provide the foundation for competitive advantage, thereby hindering organisational survival and growth. Hence, given the rise in nursing shortage, understanding the antecedents of turnover intention is critical to healthcare organisations.

High Performance Work Practices (HPWPs)

The concept of HPWPs was essentially derived from human resource management (HRM), in which employers encourage employees to contribute to organisational processes because employees are recognised as vital drivers towards organisational success (Gould-Williams & Davies, 2005). According to Karatepe and Vatankhah (2014), HPWPs are human resource activities that are regarded as performance enhancing. A number of practices have been widely linked to HPWPs. Some of the practices identified include recruitment and selection (Huselid, 1995; Tang & Tang, 2012), compensation (Huselid, 1995; Tang & Tang, 2012), performance appraisal (Armstrong-Stassen & Schlosser, 2010; Tang & Tang, 2012), training (Haider et al., 2015; Tang & Tang, 2012), participation and empowerment (Tang & Tang, 2012), employment security (Delery & Doty, 1996), and career development opportunities (Delery & Doty, 1996). The availability of HPWPs increases the knowledge, skills, and abilities of employees and motivates them to enhance their performance and remain with their organisation (Rhoden, Ralston, & Ineson, 2008). The presence of HPWPs sends a powerful signal that organisations pay utmost attention to human capital for improving service delivery and productivity (Tang & Tang, 2012). Of the various HPWPs, performance appraisal, compensation, and employment security have been identified as having a salient influence on turnover intention (Ikramullah, Shah, Khan, ul Hassan, & Zaman, 2012; Somani & Khowaja, 2012). In addition, these practices have been found to affect organisational commitment based on evidence gathered by researchers (Anvari, Amin, Ahmad, Seliman, & Garmsari, 2011; Bekele, Shigutu, & Tensay, 2014; Erdogan, 2003; Ikramullah, Shah, ul Hassan, Zaman, & Khan, 2011; Imran, Majeed, & Ayub, 2015; Khan, Nawaz, Aleem, & Hamed, 2012; Muhammad & Abdullah, 2016; Nawab & Bhatti, 2011; Pillay, 2009; Salleh, Amin, Muda, & Abdul Halim, 2013). Hence, the following discussion will focus on these three practices.

Performance appraisal

Performance appraisal refers to a series of managerial activities through which organisations seek to assess employees and develop their competencies, enhance their performances, and distribute rewards (Fletcher, 2001). According to Ahmed, Mohammad, and Islam (2013), performance appraisal plays an important role in continuous improvement. Performance appraisal is crucial because it enables the organisation to control and develop its employees, involve employees in setting organisational goals, reward employees for their performance, and improve organisational performance through frequent communication and feedback (Haynes & Fryer, 2000). Indeed, performance appraisal also has a substantial role in enhancing employees’ commitment towards the organisation (Armstrong-Stassen & Schlosser, 2010).

Compensation

Compensation refers to the remuneration and reward system used to motivate employees (Milkovich & Newman, 2005). Employees are rewarded based on the value of the job, level of personal contributions, and performance (Milkovich & Newman, 2005). Compensation is important to attract, retain, and motivate employees to contribute to the organisation (Philips & Fox, 2003). Moreover, compensation offers an opportunity for security, autonomy, recognition, and improved self-worth (Hoyt & Gerloff, 1999). An organisation needs to provide adequate compensation as expected by its employees since the employees have contributed their time, efforts, energy, and labour in helping the organisation achieve its goals and objectives (Adeniji & Osibanjo, 2012).


Employment security

Employment security in this study relates to job security. According to Delery and Doty (1996), job security refers to the extent to which an employee perceives that he or she could stay with the job over an extended period of time. Davy, Kinicki, and Scheck (1997) defined job security as the perceived stability and continuance for one’s job or its features in the future. Van Vuuren and Klandermans (1994), on the other hand, provided a more holistic conceptualisation of job insecurity. According to the authors, job insecurity can be viewed from two perspectives. First, beliefs about job insecurity are based on the estimated likelihood of one’s total job loss as a result of organisational downsizing, mergers, and reorganisation. Second, job insecurity may relate to one’s feelings of threats to job features such as introduction to new technology, new methods, and job redesign. Many scholars agree that job or employment security is important in influencing employees’ attitudes and behaviours (Parnell & Crandall, 2003). In fact, it has been shown that perceptions of job insecurity lead to lower job satisfaction and reduced organisational commitment (Cheng & Chan, 2008).

Organisational Commitment

Organisational commitment has been defined in many ways. Mowday, Steers, and Porter (1979) defined organisational commitment as reflecting an individual’s identification and involvement in an organisation. According to Mowday et al. (1979), organisational commitment is a unidimensional construct, characterised by (a) a strong belief in and acceptance of the organisation’s goals and values, (b) a willingness to exert considerable effort on behalf of the organisation, and (c) a strong desire to remain in the organisation. Mowday et al.’s (1979) definition of organisational commitment reflects one’s affective response towards the employing organisation, which concurs with the attitudinal approach to commitment. O’Reilly and Chatman (1986) expanded this conceptualisation and suggested that the attachment between an employee and the organisation could be manifested in three forms: compliance, identification, and internalisation. Allen and Meyer (1990) later identified three forms of commitment: affective, continuance, and normative commitment. Despite the many dimensions of commitment that have been investigated, Meyer et al. (2002) asserted that the affective approach to organisational commitment as in the definition developed by Mowday et al. (1979) is the most acceptable conceptualisation of organisational commitment. Thus, in the context of the present study, Mowday et al.’s (1979) definition will be used.


The Relationship between Performance Appraisal and Turnover Intention

Perceptions of fair performance appraisal were significantly and negatively related to turnover intentions (Konovsky & Cropanzano, 1991). It is essential that employees be evaluated fairly to prevent them from being dissatisfied and leaving the organisation (Guchait & Cho, 2010). This is because performance appraisals that are biased increase an employee’s turnover intention (Ahmad & Lemba, 2010). This point of view concurs with Dailey and Kirk (1992), who found that effective performance appraisal and planning systems contributed to employees’ perceptions of fairness, which in turn, encouraged them to consider remaining with the organisation. Thus, it is hypothesised that:


H1: Performance appraisal will be negatively related to turnover intention.



The Relationship between Compensation and Turnover Intention

A number of empirical findings have shown that compensation is vital in reducing turnover intention and increasing retention (Chew & Chan, 2008). Employees have expectations that their skills, knowledge, and experience will be properly reflected in a compensation system (Long, Perumal, & Ajagbe, 2012). Unless the total compensation programme is perceived as internally fair and externally competitive, employees are likely to leave their organisation (Schuler & Jackson, 2005). This is because employees will only stay with their organisation if they are satisfied with their organisation’s compensation system (Munsamy & Venter, 2009). Thus, it is hypothesised that:


H2: Compensation will be negatively related to turnover intention.



The Relationship between Employment Security and Turnover Intention

Researchers have found that employment security is one of the most important factors for organisational commitment and low turnover intentions (Somani & Khowaja, 2012). A study by Parnell and Crandall (2003) confirmed that perceptions of employment security have a strong negative relationship with turnover intention. In a similar vein, other researchers such as De Cuyper, Bernhard-Oettel, Bernston, Witte, and Alarco (2008) have demonstrated that employment security is negatively related to turnover intention. Sverke, Hellgren, and Näswall (2006) asserted that when employees perceive the existence of employment insecurity, they will become less motivated to stay with their organisation and more likely to have high turnover intention. Thus, it is hypothesised that:


H3: Employment security will be negatively related to turnover intention.




The Relationship between Performance Appraisal and Organisational Commitment

Past studies have demonstrated that when employees perceive that their performance appraisal is fair, they will be more committed to their organisation (Ikramullah et al., 2011; Bekele et al., 2014). Performance appraisal will correspondingly lead to improvement in organisational communication, thus leading to increased organisational commitment among employees (Erdogan, 2003). In their study, Salleh et al. (2013) found that performance appraisal was able to predict employees’ organisational commitment. Thus, it is hypothesised that:


H4: Performance appraisal will be positively related to organisational commitment.



The Relationship between Compensation and Organisational Commitment

Fair and attractive compensation signals an employer’s support in that employee contributions are valued, and the welfare of employees is cared for. From the perspective of social exchange (Blau, 1964), such support is likely to trigger employees’ feelings of obligation to reciprocate the employer. As such, compensation increases should enhance employee commitment to the employing organisation. Employees who are generally satisfied with their salary are more likely to be highly committed to the organisation and do not display intention to leave the organisation (Luna-Arocas & Camps, 2007). Previous studies (Anvari et al., 2011; Muhammad & Abdullah, 2016; Nawab & Bhatti, 2011) have shown that compensation has a significant and positive effect on organisational commitment. Thus, it is hypothesised that:


H5: Compensation will be positively related to organisational commitment.



The Relationship between Employment Security and Organisational Commitment

Employment security is an important factor that directly affects employees’ level of organisational commitment (Imran et al., 2015). A study by Pillay (2009) in South Africa showed that employment security served as an important determinant of nurse retention. In addition, the findings by Khan et al. (2012) revealed that employment security results in greater organisational commitment among employees. Thus, it is hypothesised that:


H6: Employment security will be positively related to organisational commitment.




The Relationship between Organisational Commitment and Turnover Intention

Studies have found that organisational commitment is negatively associated with turnover intention (Liou & Cheng, 2010). This view is supported by Dixit and Bhati (2012), who reported that employees who are committed to their organisations are less likely to leave because they are known to perform better and put forth more effort towards the success of the organisation. Lee, Kim, and Yoon (2011) conducted a quantitative study to examine the discriminating factors of turnover intention among 210 Korean nurses from six hospitals. According to the results of their study, nurses who scored high for turnover intention reported lower scores for organisational commitment. Thus, it is hypothesised that:


H7: Organisational commitment will be negatively related to turnover intention.



The Relationship between Performance Appraisal and Turnover Intention Mediated by Organisational Commitment

Fairness in performance appraisal leads employees to be more committed to the organisation and to limit their thinking of quitting their job (Ikramullah et al., 2012). Hence, the intensity of performance appraisal effectiveness is essential in encouraging an employee to stay with the organisation and prevent turnover intention (Smith & Rupp, 2002). Consequently, it can be concluded that employees’ perception of the performance appraisal activities is imperative since it determines employees’ acceptance and subsequently their commitment to the organisation (Akhtar & Khattak, 2013). Since performance appraisal has been known to directly affect organisational commitment and turnover intention (Ikramullah et al., 2012), and organisational commitment is a key determinant of turnover intention (Griffeth et al., 2000), it is reasonable to assume that organisational commitment will mediate the relationship between performance appraisal and turnover intention. Hence, the following hypothesis is postulated:


H8: Organisational commitment will mediate the relationship between performance appraisal and turnover intention.



The Relationship between Compensation and Turnover Intention Mediated by Organisational Commitment

According to Kim (2014), compensation has been reported to be negatively related to turnover intention. Other studies on turnover have also demonstrated that compensation is a critical antecedent of employee turnover (Gustafson, 2002). Compensation also serves as a motivator for an employee to be committed to the organisation and enhances retention (Moncarz, Zhao, & Kay, 2009). From the aforementioned discussion, it is reasonable to assume that organisational commitment will mediate the relationship between compensation and turnover intention. Hence, the following hypothesis is postulated:


H9: Organisational commitment will mediate the relationship between compensation and turnover intention.



The Relationship between Employment Security and Turnover Intention Mediated by Organisational Commitment

A study by Ramay (2012) revealed the existence of a positive relationship between employment security and organisational commitment. In addition, an employee who perceives that his or her employment is secure will be more likely to have higher organisational commitment (Akpan, 2013). Evidence from prior studies (De Cuyper et al., 2008; Parnell & Crandall, 2003; Somani & Khowaja, 2012; Sverke et al., 2006) seems to suggest the potential role of commitment as a mediating mechanism linking employment security to turnover intention. Thus, the following hypothesis is postulated:


H10: Organisational commitment will mediate the relationship between employment security and turnover intention.
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Figure 1. Research framework



METHODOLOGY

Sample and Procedures

The participants in this study were staff nurses from large private hospitals in Malaysia. The authors contacted the managers of 44 such hospitals (APHM, 2016), and only 9 agreed to participate. Proportionate sampling was employed whereby survey questionnaires were distributed in proportion to the number of staff nurses in each hospital via the “drop-off” and “pick-up” method. A total of 770 questionnaires were distributed. Respondents were given two weeks to complete the questionnaire. After the specified period, a total of 639 questionnaires were collected and found to be useable for further analysis.

Instruments

Performance appraisal (5 items) and compensation (6 items) were adapted from Chuang and Liao (2010). The items for performance appraisal include: “In this hospital, performance appraisals provide employees feedback for their personal development.” The items for compensation include: “On average, the pay level (including incentives) of employees in this hospital is higher than that of its competitors.” Employment security was measured using 4 items adapted from Zhang, Wan, and Jia (2008). The items for employment security include: “Employees can expect to stay with this hospital for as long as they wish.” Organisational commitment was measured using 3 items adapted from Mowday et al. (1979). The items for organisational commitment include: “I would accept almost any type of job assignment in order to keep working for this hospital.” Turnover intention was measured using 3 items adapted from Cohen (1998). The items for turnover intention include: “I think a lot about leaving this hospital.”

The response format was based on a 5-point Likert scale (1 = strongly disagree to 5 = strongly agree). Partial least squares (PLS) (Ringle, Wende, & Will, 2005) modelling was used in testing our hypotheses. According to Henseler, Ringle, and Sinkovics (2009), the interpretation of a PLS model occurs in two stages: the measurement model and the structural model. Specifically, the quality of the measurement model was estimated by assessing its reliability (item reliability and internal consistency), validity (convergent validity and discriminant validity), and collinearity (variance inflation factor). Subsequently, the structural model focused on the relationships between the exogenous variables and the endogenous variables. The structural model was appraised based on the significance of the path coefficients and R2 values.


RESULTS

Respondents’ Profile

As expected, women form the bulk of our sample (91%). A majority of the respondents (82.3%) were diploma holders. The average age for the sample was 29.5 years. In addition, the respondents’ average job tenure and organisational tenure were 4.9 years and 5.3 years, respectively. The mean scores and standard deviations (SD) for our study variables were 3.57 for performance appraisal (SD = 0.63), 3.35 for employment security (SD = 0.67), 3.10 for compensation (SD = 0.75), 3.40 for organisational commitment (SD = 0.74), and 3.30 for turnover intention (SD = 0.94).

We employed Harman’s single factor test to detect the existence of common method bias in a survey (Podsakoff & Organ, 1986). For this test, all the variables were loaded into exploratory factor analysis, which examined the unrotated factors to determine the number of factors that account for the variance in the variables (Greene & Organ, 1973). Harman’s single factor test in this study showed that five distinct factors accounted for 61.24% of the variance, with the first factor capturing only 29.52% of the variance in the data. Thus, it can be concluded that common method bias was not a major concern in this study.

Measurement Model Results

Factor loadings, composite reliability (CR), and average variance extracted (AVE) were computed to gauge convergence validity. As shown in Table 1, all indicators have loadings ranging from 0.637 to 0.958, which exceeded Hair, Anderson, Babin, and Black’s (2010) minimum cut-off value of 0.5. As such, these items were retained. Likewise, all latent constructs demonstrated adequate convergent validity, with AVE values ranging from 0.527 to 0.751. Meanwhile, the CR values for the latent variables (ranging from 0.816 to 0.899) were above Hair et al.’s (2010) threshold value of 0.7, suggesting significant homogeneity. Therefore, the measurement model is considered to be reliable and display sufficient convergent validity.

The discriminant validity of our measurement model was assessed by the heterotrait-monotrait (HTMT) ratio of correlations between the study variables. Our results as depicted in Table 2 indicate that the values ranged from 0.085 to 0.676. Since the HTMT values in this study did not exceed 0.90 as suggested by Gold, Malhotra, and Segars (2001), it can be inferred that discriminant validity has been established.


Table 1Measurement model



	Constructs
	Question items
	Loadings

	AVE

	CR




	Turnover intention
	TI1
	0.685

	0.751

	0.899




	TI2
	0.931

	
	



	TI3
	0.958

	
	



	Performance appraisal

	Appraisal1

	0.758

	0.534

	0.851




	Appraisal2
	0.765

	
	



	Appraisal3
	0.754

	
	



	Appraisal4
	0.637

	
	



	Appraisal5
	0.731

	
	



	Compensation

	Compensation1

	0.710

	0.562

	0.884




	Compensation2
	0.638

	
	



	Compensation3
	0.771

	
	



	Compensation4
	0.730

	
	



	Compensation5
	0.826

	
	



	Compensation6
	0.805

	
	



	Employment security

	Security1

	0.698

	0.527

	0.816




	Security2
	0.765

	
	



	Security4
	0.681

	
	



	Security5
	0.755

	
	



	Organisational commitment

	OC1

	0.765

	0.709

	0.879




	OC2
	0.885

	
	



	OC3
	0.871

	
	




Table 2Heterotrait-monotrait ratio (HTMT)
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Collinearity issues were diagnosed prior to hypothesis testing to avoid bias in estimating the path coefficients. To do this, we initially computed the variance inflation factor (VIF) based on the effects of the predictor variables (performance appraisal, compensation, and employment security) on organisational commitment. We then proceeded to estimate the VIFs based on the effects of the three aforementioned predictor variables and organisational commitment on turnover intention. As can be observed from Tables 3 and 4, collinearity is not a serious problem among the predictors in our model since all VIFs and tolerance values were below Hair, Hult, Ringle, and Sarstedt’s (2016) threshold value of 5.

Table 3Collinearity assessment of predictors on organisational commitment



	Model 1 (Constant)
	VIF




	Performance appraisal
	1.479




	Compensation
	1.644




	Employment security
	1.428





Table 4Collinearity assessment of predictors on turnover intention



	Model 1 (Constant)
	VIF




	Performance appraisal
	1.575




	Compensation
	1.714




	Employment security
	1.429




	Organisational commitment
	1.272





From our measurement model (see Figure 2), the R2 values for organisational commitment and turnover intention were 0.214 and 0.119, respectively, suggesting that 21.4% of the variance in organisational commitment and 11.9% of the variance in turnover intention can be explained by appraisal performance, compensation, and employment security.
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Figure 2. Measurement model of the study



Structural Model Results

Bootstrapping results (see Table 5) indicate that performance appraisal, compensation, and employment security were unrelated to turnover intention. Thus, H1, H2, and H3 were unsupported. On the other hand, performance appraisal and compensation were positively and significantly related to organisational commitment, which provides support for H5 and H6. Surprisingly, employment security has no relationship with organisational commitment. Thus, H7 was unsupported. Organisational commitment was also found to be negatively and significantly related to turnover intention. Therefore, H4 was supported. In examining the indirect effects, organisational commitment was found to be a significant mediator in the relationships between performance appraisal and turnover intention, and between compensation and turnover intention, thereby, supporting H8 and H9. Nevertheless, organisational commitment did not mediate the relationship between employment security and turnover intention. Therefore, H10 was unsupported.


Table 5Hypothesis testing results
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Note: ** p < 0.01; Bootstrapping (n = 5000); C = compensation; ES = employment security; OC = organisational commitment; PA = performance appraisal; TI = turnover intention

Table 6Summary of results



	Latent construct
	Organisational commitment

	Turnover intention




	Path coefficients (β)

	Effect size (f2)

	Path coefficients (β)

	Effect size (f2)




	Performance appraisal
	0.275**

	0.065

	0.072

	0.004




	Compensation
	0.234**

	0.042

	–0.059

	0.002




	Employment security
	0.028

	0.001

	0.114

	0.010




	Organisational commitment
	–

	–

	–0.358**

	0.115





Note: ** p < 0.01

An assessment of effect size (f2) is vital to supplement the statistical significance of our results. Effect size assesses the strength of the relationship between the latent variables (Wong, 2013). It shows how much an exogenous latent variable contributes to an endogenous latent variable’s R2 value. In this study, we applied Cohen’s (1988) rule of thumb whereby f2 values of 0.02, 0.15, and 0.35 represent small, medium, and large effects of the exogenous latent variable on the endogenous variable. As can be seen in Table 6, the effect size of the predictor variables on turnover intention in the structural model is small. Specifically, organisational commitment represents the only exogenous variable that has a significant impact (β = –0.358; p < 0.01) on the endogenous variable (turnover intention). This relationship exhibited a medium effect size (f 2 = 0.115). Meanwhile, employment security, performance appraisal, and compensation have no significant effects on turnover intention. However, both performance appraisal (β = 0.275; p < 0.01) and compensation (β = 0.234; p < 0.01) have significant effects when organisational commitment serves as the endogenous variable. These relationships displayed medium effect sizes. On the other hand, employment security has no significant effect on organisational commitment. In addition, the blindfolding procedure reveals that our model has predictive relevance since the observed values (Q2) for organisational commitment (0.147) and turnover intention (0.072) were above zero in accordance with Henseler et al. (2009).

DISCUSSION

The present study examined the effects of HPWPs (consisting of performance appraisal, compensation, and employment security) on turnover intention among nurses working in Malaysian private hospitals. In addition, organisational commitment was explored as a mediator in the relationship between HPWPs and turnover intention. Our statistical results provided mixed findings. Specifically, HPWPs have no direct effects on turnover intention. This surprising finding may be attributed to the characteristics of our sampled nurses. On the average, the respondents in this study have been working as nurses in their respective hospitals for approximately five years. In such a situation, it is reasonable to assume that they would be accustomed to the human resource practices of their employing hospitals, which may lead to feelings of contention. As such, beliefs about these practices may not be able to have any significant impact on their turnover intentions. In addition, as asserted by Colling (1997), the image of nursing as a helping and noble profession may in itself be intrinsically rewarding to nurses. In fact, the discovery by Hee, Kamaludin, and Ping (2016) concerning Malaysian nurses revealed that they start to turn to intrinsic rewards when they understand the needs of the hospital. Under such circumstances, the existence of HPWPs may not affect nurses’ intention to leave the organisation.

On the other hand, HPWPs and especially performance appraisal were found to positively affect organisational commitment in concordance with prior studies (Bekele et al., 2014; Ikramullah et al., 2011; Salleh et al., 2013). Likewise, compensation has a positive influence on organisational commitment, which supports previous works (Anvari et al., 2011; Muhammad & Abdullah, 2016; Luna-Arocas & Camps, 2007; Nawab & Bhatti, 2011). In addition, the study results provided support for the positive impact of organisational commitment on turnover intention in line with the findings of other researchers (Dixit & Bhati, 2012; Lee et al., 2011; Liou & Cheng, 2010). This study has also provided evidence on the mediating role of organisational commitment in the relation between HPWPs and turnover intention, consistent with the work of Ha et al. (2014).

IMPLICATIONS

The results of the current study have implications for theory and practice. At the theoretical level, the present study has enriched the commitment and turnover literature. Specifically, the present study has provided evidence for the direct and indirect relationships between HPWPs, organisational commitment, and turnover intention. Our results verified the applicability of the social exchange theory (Blau, 1964) and the norm of reciprocity (Gouldner, 1960), and concurred with Fishbein and Ajzen’s (1967) model of beliefs-attitudes-behavioural intentions within the context of the private healthcare industry of Malaysia.

From the practical perspective, it is evident from the findings that since organisational commitment is able to reduce turnover intention, and given the nursing shortages experienced by the Malaysian healthcare industry, hospital authorities concerned with encouraging greater organisational commitment among their nursing workforce need to provide adequate support to their employees. This could be achieved through more HPWPs. Perceptions of the extent to which the organisation offers HPWPs pertaining to performance appraisal and compensation were found to significantly and positively affect organisational commitment. With regard to performance appraisal, employers may need to train nursing supervisors to enable them to objectively and accurately evaluate the job performance of their subordinates. Effective performance management activities will be able to motivate employees to become more committed. Similarly, attractive compensation packages should be provided to nurses since fair and equitable remunerations would enhance their judgement about organisational support, resulting in greater commitment to the employing organisation.

Limitations and Future Research Suggestions

As with all studies, there are limitations to this research. First, the cross-sectional nature of this study limits our ability to make causal inferences. Bias could occur because the study investigated both exogenous and endogenous variables at the same time. Thus, a longitudinal approach taken in future could cross-validate the current findings and provide additional support regarding the causality of the HPWPs-organisational commitment-turnover intention linkage. Second, our data came from staff nurses working in large private hospitals in Peninsular Malaysia. To increase the generalisability of the findings, there is a need for future researchers to expand the sample to include nurses working in public hospitals. Third, only three HPWPs were investigated in this study. Given that HPWPs encompass a number of effective practices for managing people (Delery & Doty, 1996), future studies should consider other practices such as selective hiring (Pfeffer, 1998) and employee participation (Harel & Tzafrir, 1999). Finally, other attitudinal constructs in addition to organisational commitment may act as potential mediators in the relation between HPWPs and turnover intention. Future researchers may want to incorporate other mediating variables such as trust in management (Whitener, 2001) and job satisfaction (Poon, 2004), which may better explain the hypothesised relationships.

CONCLUSION

This study revealed that HPWPs indirectly affect turnover intention via organisational commitment. Specifically, the findings from the current study suggest that nurses’ perceptions of the extent of the implementation of HPWPs by their employing hospitals serve as direct predictors of their commitment to those institutions. In addition, commitment was found to be critical in reducing turnover intention. Of the three practices, performance appraisal and compensation were found to be significant in influencing nurses’ turnover intention. These results imply that private hospitals should actively apply HPWPs, especially competitive remunerations and objective performance appraisal systems, for nurses to enhance their commitment to the work organisation, which in turn, results in a reduction in their turnover intention. In sum, the implementation of HPWPs by hospital administrators is important in reducing nurses’ turnover intention, which will eventually contribute to patients’ satisfaction through the continuity of nursing care, devotion of greater efforts, and provision of high-quality healthcare services.
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ABSTRACT

Monetary philanthropic donation, which is held through charitable organisation (CO), is known as a voluntary contribution in the form of money. The purpose of this donation is to improve public’s welfare, where there is little to no commensurate reward given to the donor. Furthermore, the organisation is fully responsible for the money used for donation. Therefore, an understanding in regards of the donor’s attitude and perception is essential for CO, in order to improve the philanthropic behaviour displayed by the public. Following that, the purpose of this research is to identify the relationship between trust disposition, perceived ability, perceived integrity, perceived benevolence, the attitude towards CO, and the influence of these factors towards young generation behaviour during monetary philanthropic donation. Pertaining to these factors, through self-administered questionnaire, a survey was conducted to collect data from 258 respondents from Generation-Y or Gen-Y in Malaysia. The data was then analysed using SmartPLS 3.2.6. Based on the findings obtained from the survey, it was shown that philanthropic monetary donation held through CO is indirectly influenced by the perceived ability and integrity displayed through the public’s attitude towards CO. Out of all factors, perceived integrity, perceived ability, and perceived benevolence were found to directly influence the attitude displayed by public towards CO. On the contrary, it was a surprising fact that there is a small relation between trust disposition and the public’s attitude towards CO. Besides, the attitude displayed towards CO does not mediate the relationship between trust disposition and philanthropic behaviour. The findings provide valuable insight to scholars, marketing practitioners, and COs in their understanding of the complex philanthropic behaviour shown by individuals.

Keywords: trust disposition, perceived ability, perceived integrity, perceived benevolence, charitable organisation (CO)

INTRODUCTION

Philanthropy can be characterised as the voluntary effort of improving the well-being of people. It can be briefly said that philanthropy is a personal act done for the benefits of the public (Payton, 1988); more precisely, it is referred as contributions in any forms that are voluntarily given to benefit the public (Schuyt, Smit, & Bekkers, 2013). One of the common philanthropic behaviour is shown through monetary donation. This type of behaviour is manifested from contributions in the form of cash, time, or other resources to charitable organisations (CO). According to Alhidari (2014), CO is a voluntary, formal, self-governed, partially independent, non-profit distributing, and non-political or religious organisation. The traditional channel for CO normally consists of direct contribution to the needy, especially when the donors and beneficiaries often come to contact to each other, or when the donor knew where beneficiaries lived. Consequently, COs have become the main channel for individuals’ monetary donations. COs are probably the most publicly recognised organisation within the non-profit sector. COs are formal entities that are separated from government and business. They are self-governing, non-profit distributing, benefiting from philanthropic donations and voluntarism, and are not political or religious.

Previous researchers have reported that monetary donation is a preferable act of charity displayed by individuals (Hsu, Liang, & Tien, 2005). This is because through this act, individuals are able to give significant contribution to the monetary donation market every year (Alhidari, 2014; Giving USA, 2013). Furthermore, monetary donation behaviour is commonly considered as a type of helping behaviour to civic engagement (Jones, 2006). Meanwhile, Lyons (2001, p. 46) defines monetary donation as a “voluntary gift in the form of money, in order to aid the public.” Out of all definitions, the widely accepted definition of monetary donation is the one created by Salamon (2012) where monetary donation is defined as “the personal action of contributing money for public purposes” (p. 10).


According to the report by The World Giving Index, almost one-third out of the overall world’s population had contributed money for charity purposes, while one-fifth of the world’s population had volunteered themselves (Giving USA, 2016). On the other hand, 45% of the world’s population had offered help to strangers (Ramesh, 2011). According to Giving USA (2016), a healthier American economy leads to 7.1% of the rate of charitable contribution. This can be proven by how individuals have donated approximately $358.38 billion for charity purposes in year 2014. In light of Charities Aid Foundation (CAF) World Giving Index, the global youths are encouraging the increase of public’s participation into volunteer work. Since 2011, the highest increment of volunteer work was resulted from the participation of youngsters within the age of 15 to 24 years old. Initially, youngsters from this range of age were the least likely to volunteer in 2008. However, they became the group of age who was the second most likely to volunteer in 2012. As a result, there was an increase of the rate of participation into volunteer work in 2012, which was from 18.4% to 20.6%. On the other hand, in Malaysia, only 32% of the population performed monetary donation to CO (Ramesh, 2011).

The philanthropic behaviours displayed by individuals can be categorised with three primary approaches: sociological, psychological, and multidimensional. In sociological approach, sociologists emphasise the importance of social standards in promoting philanthropic behaviour. In fact, individuals act in accordance to social standards especially when they are emphatically involved with mediators, such as social gatherings. The examples of places where social gatherings are involved are families, mosque, or church (Alhidari, 2014). In psychological approach, philanthropic behaviours are influenced by the subjective and passionate actions displayed by the donor. According to this approach, people who provide for others experience several psychological rewards, such as personal satisfaction. In general, the literature acknowledges two psychological motivations: altruistic and egoistic motivations. Moreover, the existing literature indicates that philanthropic behaviour is a result of a combination of motivations.

Moreover, the thought processes of individuals, their motivations, emotions, and their experiences are also the important elements of the philanthropic behaviours displayed by them (Bartolini, 2005). Therefore, identification of the influential factors that affect public’s monetary philanthropic behaviour holds a high importance. Furthermore, despite the significant influence caused by the donors’ personal factors on philanthropic behaviours displayed by public, these factors do not result in the increase of charitable contribution. In spite of the generosity shown by the individual donors, due to the distance between the donors and recipients, it is required for the donors to place their entire trust on the CO to channel their donation (Hou, Zhang, & King, 2017; Ritchie, Swami, & Weinberg, 1999). To illustrate this, before donations are contributed to COs, the belief that these organisations are trustworthy, reliable, able to transmit its mission effectively, and use the donation money wisely needs to be instilled within the donors (Laidler-Kylander, Quelch, & Simonin, 2007; Shehu, Becker, Langmaack, & Clement, 2016).

There have been numerous studies conducted in the attempt to examine individual’s behaviour during monetary donation. In spite of this fact, there are still a scarce number of studies focusing on the creation of a complete model in understanding the behaviour displayed during monetary donation, especially when the donation is conducted through CO. Furthermore, a large portion of the past inquiries regarding the public’s behaviour during monetary donation was directed to developed Western economies (Ranganathan & Sen, 2012). Besides, a very few number of the inquiries explored the role of CO in the behaviours displayed by individuals during monetary donation. This matter was focused particularly in developing countries, such as Malaysia. In Malaysia, the role of CO can be seen from this example: the government grants tax deductions to avid philanthropists, who may donate large sums of money from their income for public, civic, charitable, or religious purposes. This causes the donation rate to be up to 7% tax deduction provided that the monetary donation is held in approved institutions, organisations, sports bodies, projects, and national interests examined by the Ministry of Finance.

Therefore, the present study focuses on individual monetary donations, which are conducted through COs. Furthermore, this study attempts to provide some insight on how the antecedents of trust, which are measured by trust deposition, perceived ability, perceived integrity, and perceived benevolence trust bring influence to the attitudes displayed during monetary donation in COs.

THE MODEL OF TRUST TOWARDS AN INDIVIDUAL’S BEHAVIOUR DURING MONETARY PHILANTHROPIC DONATION

There have been heated arguments going on regarding the view of monetary philanthropic donation. The arguments particularly concerned on whether philanthropic behaviours derive from individuals’ personal factors or they are influenced by other factors, such as social and environmental factors. However, in recent years, numerous scholars have started to adapt to a multidimensional view on philanthropic behaviour, which includes the motivations for contributing and the motivations for decision-making processes during monetary donation (Burgoyne, Young, & Walker, 2005); the role of trust and commitment (Sargeant & Lee, 2002a; Sargeant, West, & Ford, 2004); the role of social relations (Radley & Kennedy, 1995); the influence of personal and social factors on the behaviours displayed during monetary giving (Smith & McSweeney, 2007); and the role of a CO’s image and reputation in the donors’ decisions (Bennett & Ali-Choudhury, 2009). The level of donor trust not only affects the repeated donation and the increase in the donation amounts (Burnett, 2002; Sargeant & Lee, 2002b; Sargeant et al., 2004), it also helps the donors’ to believe that their funds will be used appropriately by the recipient COs (Stride, 2006) and in support of the organisation’s legal and moral obligations (Sargeant & Lee, 2002b). Thus, in this paper, the aim is to see how trust plays a role in the monetary donation through CO.

Mayer, Davis, and Schoorman (1995, p. 712) propose an integrative definition of trust as:


The willingness of a party [trustor] to be vulnerable to the actions demonstrated by another party [trustee], based on the expectation that the other [trustee] will perform a particular action important to the trustor, irrespective of the ability to monitor or control that other party [trustee].



The theoretical foundation of trust in COs can be conceptualised as a multidimensional construct by previous researchers (Grabner-Kräuter & Kaluscha, 2003) which stated that there is evidence to support the critical role that trust in influencing the relationships between companies and customers. Mayer et al. (1995) propose a generic typology of trust, which consists of three dimensions: ability, benevolence, and integrity. Furthermore, trust is conceptualised in this study in terms of the trustor’s beliefs in the trustee’s ability, benevolence, and integrity. These three dimensions are conceptually distinct from each other because they tap into different elements of cognitive and affective abstraction of trust. Another element of cognitive and affective abstraction of trust is the personal deposition to trust of an individual. This predictor will influence the donor’s trust, followed by the donor’s attitude towards the CO.

The Perceived Ability of Charitable Organisation

Perceived ability is defined as “a set of skills, competencies, and characteristics that enable a party to have influence over some particular domain” (Mayer et al., 1995, p. 717). According to Bhattacherjee (2002), perceived ability refers to the trustor’s impression on the trustee’s capabilities and knowledge in accordance to the expected behaviour. To illustrate this, the higher the level of perceived ability, the higher the probability for the organisation to gain trust from the purchaser (Morgan & Hunt, 1994). In other words, it can be stated that the donor’s attitude towards CO is developed through individuals’ perception. This perception mainly concerns on whether the CO has the competency to transfer the donor’s contribution to the desired cause and to assist the targeted audience in a way that is in accordance to the donors’ expectations.

Bennett and Barkensjo (2005) conform that the ability of a CO to motivate the feelings of trust in a charity’s benevolence towards the individual will considerably affect a donor’s willingness in a CO. Therefore, the perception of individuals on whether the CO has the ability to perform their job is crucial in choosing the organisation to monetary donation. Besides, previous research has proposed that perceived ability, perceived integrity, and perceived benevolence play a significant role in building individuals’ trust in a CO (Alhidari, 2014). Thus, there is a significant relationship between these variables and the intention of forming a particular philanthropic behaviour.


H1: Perceived ability has a positive relationship with an individual’s attitude towards a CO.



The Perceived Integrity of Charitable Organisation

The relationship between trust and integrity is important in establishing any kind of exchange or trade. Integrity refers to the trustor’s perception that the trustee will follow the specific principles or guidelines of trade acceptable to the trustor during and after the trade (Mayer et al., 1995). Meanwhile, a trustor perceives that integrity grants assurance in trustee’s behaviour and reduces perceptions of risk. Furthermore, perceived integrity or any other related concepts have been deliberated as an antecedent to trust by many theorists in the past researches (Mayer et al., 1995). In the charitable perspective, the expectations of integrity will be consistent over time, depending on the credibility of communication. This can be seen from the appropriate use of words and actions during communication, and commitment to ethical standards (Le Berre, 2010). It is important that a CO possesses certain criteria of integrity in order to gain the donor’s trust. On the other hand, the donors’ perceptions on whether their donation will be used appropriately and in accordance to the charity’s mission are crucial in supporting COs (Tonkiss & Passey, 1999; van Iwaarden, van der Wiele, Williams, & Moxham, 2009). This perception includes the proportion of their donations that are spent on individual’s salaries and fundraising activities (Sargeant, Ford, & West, 2006).


H2: Perceived integrity has a positive relationship with an individual’s attitude towards a CO.




The Perceived Benevolence of Charitable Organisation

It is apparent that benevolent characteristics, such as caring, helpful, supportive, compassionate, fair, ethical, honest, and trustworthy, are all the traits associated with the notion of charity. Mayer et al. (1995) defined perceived benevolence as the extent to which a trustee is believed to be good to the trustor, rather than having an egocentric profit-based motive. Furthermore, benevolence introduces faith and altruism in a relationship, which reduces feelings of uncertainty and the inclination to guard against opportunistic behaviours’ (Bhattacherjee, 2002). Besides, Le Berre (2010) argues that perceived ability and integrity are considered to hold a more significant role during the early stages of a relationship in most organisational settings. However, it is also argued by this scholar that from the outset of the relationship, benevolence plays a distinctive role in developing an individual’s trust in the context of a CO. Moreover, the belief that is instilled in an individual’s benevolence can reduce the chances of one to fall victim to opportunistic actions. This is achieved through the faith built in a relationship and the absence of uncertainties. On the other hand, benevolence from the donor’s perspective in developing country is a critical issue of building trust in COs, as there might be no regulations that are set to control and monitor COs (Othman, Ali, Omar, & Abdul Rahman, 2012).


H3: Perceived benevolence has a positive relationship with an individual’s attitude towards a CO.



Personal Trust Disposition

Trust disposition has a significant impact on the initial formation of trust. According to Ridings, Gefen, and Arinze (2002), trust disposition is another antecedent of trust. Disposition to trust is defined as an overall readiness established on extended socialisation to depend on others (McKnight, Cummings, & Chervany, 1998; Ridings et al., 2002) and has been found to related to trust (Gefen, 2000; Mayer et al., 1995). This is because consumers may vary in terms of their readiness to trust others when they lack of sufficient information, especially when they are under an unfamiliar situation (Gefen, 2000). Furthermore, trust disposition is illustrated as one of the important factors in determining the philanthropic behaviours displayed by individuals in monetary donation. Besides, it is also explained by psychologists that trust is referred as a predisposition for an individual to believe others (Gefen, 2000; Rotter, 1967); whereas, social psychologists view trust as a cognition developed by the trustor regarding the trustee (Rempel, Holmes, & Zanna, 1985). On the other hand, sociologists see trust as a characteristic of the institutional environment (Zucker, 1986). Disposition to trust is also referred to as trust propensity, and it is also defined as the general tendency of individuals to express faith or belief in humanity and adopting a trusting stance towards others (Gefen, 2000; Ridings et al., 2002). People may have different degrees of trust towards the same signals. As a result, the tendency of displaying personal trust may positively affect the trust being displayed (Lee & Turban, 2001).

The existing study has demonstrated the significance of trust disposition in influencing an individual’s attitude towards COs and their philanthropic behaviour (Alhidari, 2014; Knowles, Hyde, & White, 2012; Oosterhof, Heuvelman, & Peters, 2009). This is due to the barriers such as distance between donor and recipients as donor. To illustrate this, donors usually make their donations in order to help the needy through COs, instead of making direct donations to the people in need. Therefore, donors need to instill their trust in the COs in order to make their selected COs a platform to carry out the philanthropic donation. In general, the trust disposition in COs, which is displayed by donors, reflects the credibility and trustworthiness of a particular CO. These qualities are often required by public and society, in order for them to value the CO’s social and moral roles. Following this, COs will gain continuous support by having their roles appreciated (Sargeant et al., 2004). This view was later supported by Sargeant et al. (2006), who illustrates that the donor’s trust is affected by the CO’s performance and communication. However, interestingly, a donor’s trust is not affected by the CO’s responsiveness. In addition, individuals tend to trust those COs that are perceived to have an impact on a charitable cause.


H4: Trust disposition has a positive relationship with an individual’s attitude towards a CO.



Individual’s Attitude towards Charitable Organisation

Numerous literatures have shown that attitude is the manifestation of the behavioural intention of an individual’s charitable behaviour, which includes blood donation (Giles, Mcclenahan, Cairns, & Mallet, 2004), organ donation (Hyde & White, 2009), bone marrow donation (Bagozzi, Lee, & Van Loo, 2001), and monetary donations (Smith & McSweeney, 2007; Webb, Green, & Brashear, 2000). In the case of monetary donation, which is held through CO, the attitudes displayed towards CO is a key in determining the monetary donation. Furthermore, Knowles et al. (2012, p. 300) states that the donor’s attitude towards CO is defined as “global and relative endurance evaluations, with regards to the non-profit organizations that help the individuals in need.”


Ranganathan and Henley (2008) have reported that, in order to survive in the competition among other COs in the market, COs need to depend more on individual donors, in comparison to their dependency on the government for fundraising. There are different perceptions held by different individuals in regards to non-profit organisations (Awan & Hameed, 2014).

Donors usually make their donation through CO, as a result of the barriers created between donors and recipients. Therefore, a good attitude towards CO is important among the donors, for the donation process needs to be carried out swiftly. Furthermore, the donors’ trust in their endorsed CO is critical (Keirouz, 1998; Ritchie et al., 1999), and they must hold a belief in the CO’s ability of turning the donation process into a success (Laidler-Kylander et al., 2007). Similarly, Sargeant (1999) has found that the donor’s philanthropic behaviour is highly dependent on their past experiences with the CO and their satisfaction level with the standard of service provided in the previous CO.

A number of scholars state that the donor’s attitude towards CO is one of the key factors of determining the donor’s philanthropic behaviour (Veludo-de-Oliveira, Alhaidari, Yani-de-Soriano, & Yousafzai, 2017). However, a situation that contradicts the views presented by the previous literature has occurred. Based on a study conducted by Bartolini (2005), it has been found that the donor’s attitude towards CO does not reflect their philanthropic behavioural intention. However, the donor’s attitude towards CO does act as a mediator in the relationship between donor’s emotion and philanthropic behavioural intention (Bartolini, 2005). In other words, the donor’s emotion of happiness and compassion is the key factor of philanthropic behavioural intention. In addition, those emotions are mediated by the donor’s attitude towards a CO. Therefore, in this study, hypotheses have been drawn, which state that predictors, such as trust deposition, perceived ability, perceived integrity, and perceived benevolence, have positive effects on the donor’s attitude towards COs. Last but not least, they act as a mediator towards philanthropic behaviour.


H5:    The donor’s attitude towards a CO has a positive relationship with monetary philanthropic behaviours.

H6:    The perceived ability of donor’s has a positive relationship with monetary philanthropic behaviours.

H7:    The perceived integrity of CO has a positive relationship with monetary philanthropic behaviours.


H8:    The perceived benevolence has a positive relationship with monetary philanthropic behaviours.

H9:    Trust disposition has a positive relationship with monetary philanthropic behaviours.

H10: The donor’s attitude towards CO mediates the relationship between perceived ability and monetary philanthropic behaviours.

H11: The donor’s attitude towards CO mediates the relationship between perceived integrity and monetary philanthropic behaviours.

H12: The donor’s attitude towards CO mediates the relationship between perceived benevolence and monetary philanthropic behaviours.

H13: Attitude towards CO mediates the relationship between trust disposition and monetary philanthropic behaviours.
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Figure 1. Research model



METHODOLOGY

The unit of analysis for this study was Generation-Y (Gen-Y), specifically those who were currently working or pursuing their studies in the main campus of Universiti Sains Malaysia (USM). USM has been chosen since most of the residents in USM came from various states of Malaysia and with diverse background. The sampling method adopted was non-probability convenience sampling method, which was incorporated with purposive sampling technique in sample selection. Purposive sampling technique was used as out of all respondents, only those who had previously made monetary donations via COs were selected. A set of prescreening questions were asked before questionnaires were answered by the respondents. Moreover, the prescreening questions were concerning on whether respondents had ever donated their money via COs. Provided if their answer was yes, they would be required to name the particular CO before answering the questionnaire. Then, a total of 258 usable questionnaires were gathered. The items for the measurement were adopted from previous literatures for each variables. Trust disposition items were derived from Lee and Turban (2001), perceived ability from Bhattacherjee (2002), perceived integrity from McKnight et al. (1998), perceived benevolence from Sargeant and Lee (2002a), attitude towards COs from Bartolini (2005) and Bhattacherjee (2002), and philanthropic behaviour from Bartolini (2005) and Oosterhof et al. (2009). The data gathered from the questionnaires was coded using IBM SPSS software version 19. This was followed by an analysis using SmartPLS 3.2.6.

PLS path modelling is a valid tool for structural equation modelling. According to Hair, Hollingsworth, Randolph, and Chong (2017) PLS-SEM can be used for the following four reasons: (1) the research objective is a confirmation of theory based on total variance, (2) the structural and measurement model is complex (many constructs, items, hypotheses), (3) the data was not normally distributed, and (4) the measurement of philosophy is in estimation with the composite factor model using total variance. Thus, in this study the PLS path was used due to the complexity of the model and to confirmed previous literature on trust based on total variance.

DATA ANALYSIS

A total of 258 questionnaires were gathered from the respondents. They were the representations of Gen-Y in Malaysia, who consisted of consumers with the range of age from 20 to 40 years old. Based on the prescreening questions, some of the COs listed by respondents are Mercy Malaysia, UNICEF, Aman Palestin, World Wide Fund for Nature (WWF) Malaysia, St. John Ambulance of Malaysia, Islamic Relief Malaysia, and welfare club or foundation such as Islamic schools, old folks homes, and orphanage houses. Following that, the demographic profile of respondents was analysed. Based on the analysis, it was shown that 139 (53.9%), which was the majority of the respondents, were 20 to 25 years old, followed by 60 respondents who were 26 to 30 years old (23.3%), 28 respondents who were 31 to 35 years old (10.9%), 21 respondents who were 36 to 40 years old (12.1%), and 4% of other respondents who were 41 years old and older. Apart from that, 177 of the respondents (68.6%) were single, while 81 of the respondents (31.4%) were married. Moreover, the education level of respondents was relatively high. To illustrate this, 66.7% of the respondents (172 respondents) were degree holders, followed by 53 respondents (20.5%) who graduated from higher school (STPM/diploma/matriculation), 21 respondents (8.1%) who were SPM (Malaysian Certificate of Education) leavers, and 4.7% of respondents who owned a postgraduate certificate (master’s degree/PhD). In addition, the majority of the respondents were Malays (181 respondents, 70.2%), followed by 53 Chinese (20.5%), 22 Indian (8.5%), and 2 of the respondents who were from other ethnic backgrounds (0.8%). In this study, 185 of the respondents (71.7%) were Muslims, 41 of them (15.9%) were Buddhists, 15 of them were Hindus (5.8%), and 17 of them (6.6%) were practitioners of other religions, for example, Christian. The profile of respondents is shown in Table 1.

Table 1Respondent’s profile



	Respondent’s demographic profile
	Frequency

	Percent




	Age

	20–25

	139

	53.9




	26–30
	60

	23.3




	31–35
	28

	10.9




	36–40
	21

	8.1




	41 and older
	10

	3.8




	Marital status

	Single

	177

	68.6




	Married
	81

	31.4




	Education

	SPM

	21

	8.1




	STPM/diploma/matrices
	53

	20.5




	Degree
	172

	66.7




	Master
	11

	4.3




	PhD
	1

	0.4




	Ethnics

	Malays

	181

	70.2




	Chinese
	53

	20.5




	Indian
	22

	8.5




	Others
	2

	0.8




	Religion

	Islam

	185

	71.7




	Buddhism
	41

	15.9




	Hinduism
	15

	5.8




	Others
	17

	6.6






Following the recommended two-stage analytical procedures by Anderson and Gerbing (1988), this study tested the measurement model then followed by the structural model. In order to test the significance of the path coefficients and the loadings, a bootstrapping (resampling = 5,000) method was used (Hair, Marko, Lucas, & Volker, 2014). Since the collected data was from one source, common method bias (CMB) maybe a concern. Harman’s single factor test shows that the first factor explains 45.9% of the variance, which is less than 50% indicating CMB is not a serious problem. Recent editorial by Guide and Ketokivi (2015) have suggested that this is not a good method as such method suggested by Kock and Lynn (2012) is also used. Recent studies have proposed the assessment of both lateral and vertical collinearity among constructs when assessing a model (Kock & Lynn, 2012; Rasoolimanesh, Jaafar, Kock, & Ramayah, 2015). We used the full collinearity test as suggested by Kock and Lynn (2012) to test the CMB. First we need to create a new random variable which is coded 0 and 1. Then all the constructs in the model are regressed against this new random variable and if the variance inflation factors (VIFs) are lower than 3.3, then CMB is not a serious issue. All the VIF values were lower than 3.3 suggesting that CMB is not a serious issue in this study.

Measurement Model

The measurement model with reflective indicators was modelled using SmartPLS 3.2.6 (Ringle, Wende, & Will, 2005). It was then evaluated through an examination process conducted on the reliability and validity of the items and constructs. Based on the rule of thumb, a measurement model has a satisfactory reliability of internal consistency when the composite reliability (CR) of each construct exceeds the threshold value of 0.708 (Hair, Hult, Ringle, & Sarstedt, 2016). Furthermore, all of the CR values in this model were beyond 0.708. In addition, convergent validity was assessed by measuring the average variance extracted (AVE) values. As a result, it was shown that the AVE values for all constructs were beyond the threshold value of 0.50, which indicated the satisfactory convergent validity.

Next, the indicator reliability of the measurement model was measured by examining the loading of each item. The amount of the loading should exceed the threshold value of 0.708 (Hair, Ringle, & Sarstedt, 2011). Based on the analysis, all the items in the measurement model exhibited loading values that exceeded 0.700. The exceeding values ranged from a lower bound of 0.723 to an upper bound of 0.927, whereas, items TD2 and TD3 were deleted due to low value of loadings. The assessment conducted on the measurement model is presented in Table 2. Based on the results, all the constructs and items used for this study had demonstrated the satisfactory level of reliability and validity displayed by the measurement model.


Table 2Measurement model



	Constructs
	Items

	Loadings

	AVE

	CR




	Trust disposition
	TD1:
	I have trust in other people.
	0.803

	0.570

	0.888




	TD4:
	I have faith in humanity.
	0.723

	
	



	TD5:
	I believe that people usually keep their promises.
	0.783

	
	



	TD6:
	Most people are trustworthy.
	0.750

	
	



	Perceived ability

	I believe that the COs stated above…

	
	
	



	TPA1:
	skillful in safeguard my donated money.
	0.812

	0.722

	0.948




	TPA2:
	understand the needs of the beneficiaries.
	0.819

	
	



	TPA3:
	have the required knowledge to conduct their activities.
	0.887

	
	



	TPA4:
	are competent in conducting their activities.
	0.874

	
	



	TPA5:
	are effective in conducting their activities.
	0.878

	
	



	TPA6:
	have the ability to solve problems faced.
	0.868

	
	



	TPA7:
	are likely to have an impact on the charitable donation.
	0.806

	
	



	Perceived integrity

	I believe that the COs stated above…

	
	
	



	TPI1:
	are honest.
	0.853

	0.770

	0.944




	TPI2:
	are truthful in their dealing with the donors.
	0.897

	
	



	TPI3:
	have consistent practices.
	0.883

	
	



	TPI4:
	conduct their activities ethically.
	0.895

	
	



	TPI5:
	will keep their promises.
	0.858

	
	



	Perceived benevolence

	I believe that the COs stated above…

	
	
	



	TPB1:
	know the best interests of their recipients.
	0.927

	0.722

	0.837




	TPB2:
	always ask me for appropriate sums of donation.
	0.765

	
	



	Attitude towards COs

	ATCO1:

	The stated CO is trustworthy.

	0.854

	0.731

	0.961




	ATCO2:
	The stated CO uses donated funds wisely.
	0.894

	
	



	ATCO3:
	The stated CO does a good job in meeting their mission.
	0.868

	
	



	ATCO4:
	Donations to the stated CO make a difference.
	0.845

	
	



	ATCO5:
	The image of the stated CO is good.
	0.849

	
	



	ATCO6:
	The stated CO is likely to have an impact on the charitable donation.
	0.865

	
	



	ATCO7:
	The stated CO always offer help to the needy.
	0.845

	
	



	ATCO8:
	The stated CO is a reliable organisation.
	0.867

	
	



	ATCO9:
	I endorse the help by means of the stated CO.
	0.806

	
	



	Monetary philanthropic behaviour

	MPB1:

	Intend to make monetary donation to the stated CO in the forthcoming month.

	0.846

	0.741

	0.945




	MPB2:
	Would like to make monetary donation to the stated CO in the forthcoming month.
	0.884

	
	



	MPB3:
	Will recommend the stated CO to others.
	0.845

	
	



	MPB4:
	Will continue to make monetary donation to the stated CO in the future.
	0.907

	
	



	MPB5:
	Will continue to make monetary donation in order to make this world a better place for the next generation.
	0.859

	
	



	MPB6:
	Philanthropic behaviour is the responsibility of a good citizen.
	0.822

	
	




Notes: TD2, TD3 were deleted due to low loadings; ATC: attitude towards CO; MPB: monetary philanthropic behaviour; TD: trust disposition; TPA: perceived ability; TPB: perceived benevolence TPI: perceived integrity

Furthermore, discriminant validity was evaluated through the assessment on cross loading and Fornell-Larcker criterion. Based on the rule of thumb, the amount of an indicator’s outer loadings on a construct should be higher than the amount of its cross loadings with other constructs (Hair et al., 2016). Table 3 shows the amount of cross loadings of all items, and it can be seen that there was no problem occurring with discriminant validity.


Table 3Loadings and cross loadings for all constructs
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The square root value of AVE of each construct should be higher than the highest value of its correlation with any other construct, in order to obtain satisfactory discriminant validity. Table 4 indicates that the values of all the off-diagonal elements are lower than the value of square roots of the AVE (bolded on the diagonal). Therefore, based on the results, it was confirmed that Fornell and Larcker (1981) criterion was met.

Table 4Fornell-Larcker criterion analysis
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Note: Values in the diagonal (bold) are square root of the AVE while the off-diagonals are correlations

All of the reliability and validity tests were confirmed once all indicators that were used in the measurement model for this study was valid and fit to be used for the estimation conducted on the parameters in the structural model.

Structural Model

The following subsections discussed on the tests that were used, in order to assess the validity of the structural model utilised for this study. Furthermore, the validity of the structural model was assessed through path coefficients and the coefficient of determination (R2). In addition, the assessment on the relationship between the mediators, which was proposed in the research model, was conducted in this study.

Direct effects

Hypothesis testing analysis was carried out by bootstrapping 5,000 sub-samples, in order to evaluate the direct relationship between trust disposition, perceived ability, perceived integrity, perceived benevolence, and the donor’s attitude towards COs. Based on the results presented in Table 5, it can be concluded that hypotheses H1, H2, H3, H5, H6, H7, H8, and H9 were supported. However, hypothesis H4 was not supported. Moreover, the results indicated that perceived ability, perceived integrity, and perceived benevolence posed influence on the donor’s attitude towards COs at a different magnitude. Following that, the donor’s attitude towards COs had a strong influence on monetary philanthropic behaviour (β = 0.413, p < 0.01). Among the constructs, perceived ability was the strongest influential factor, which positively affected the donor’s attitude towards COs (β = 0.531, p < 0.01). This was followed by perceived integrity (β = 0.250, p < 0.01), and perceived benevolence (β = 0.085, p < 0.10). However, in contrast with what had been stated by the hypothesis proposed, trust disposition did not influence the donor’s attitude towards COs. All the constructs had a direct effect on monetary philanthropic behaviour with perceived ability, perceived benevolence, perceived integrity, and trust disposition have a positive effect.

Table 5Hypothesis testing
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Note: LL = lower limit; UL = upper limit

Mediating effects

To test the mediating effects, bootstrapping was carried out in order to distribute the sampling of the indirect effects using 5,000 sub-samples, as suggested by Hair et al. (2016). This was followed by the steps introduced by Preacher and Hayes (2008). As a result, the bootstrapping analysis indicated that two of the paths, which were perceived ability ➔ attitude towards CO ➔ monetary philanthropic behaviour (β = 0.219), and perceived integrity ➔ attitude towards CO ➔ monetary philanthropic behaviour (β = 0.103) were significant, with a t-value of 3.788 and 2.345 respectively. It was also found from the results that the donor’s attitude towards COs did not give a significant effect on the relationship between an individual’s philanthropic behaviour with trust disposition and perceived benevolence.

Furthermore, according to Preacher and Hayes (2008), a mediating effect emerges, provided when the indirect effects amount to 95% of bootstrap confidence interval (CI), and this amount do not straddle a 0 in between. Therefore, it can be concluded that H10 and H11 were statistically significant. This conclusion has indicated that the donor’s attitude towards COs has a mediating effect on the relationship between an individual’s philanthropic behaviour with perceived ability and perceived integrity (Table 5).

DISCUSSION

Based on the results, it can be seen that perceived ability and perceived integrity have proven to pose a strong significant impact on the donor’s attitude towards a CO and followed by perceived benevolence. The result from the research was consistent with the findings discovered by other researchers, such as Morgan and Hunt (1994), Alhidari (2014), and Le Berre (2010). These are the researchers who stipulated that perceived ability, perceived integrity, and perceived benevolence give impact on the donor’s attitude towards CO. Furthermore, these factors are the antecedents to trust instilled within the CO and support the trust theory. In fact, a CO is considered as trustworthy if it possesses the skills, knowledge, and resources (ability) to make use of the donations in adherence to the specified purpose. Besides, they will use their funds by appropriate means and in a manner that is in accordance to the charity’s mission (integrity), and they will use the donation for the benefit of needy people (benevolence).

Besides, the results of this research support the findings that the donor’s attitude towards CO has a positive influence on individual’s philanthropic behaviour. In other words, individuals will have the tendency of displaying philanthropic behaviour, provided that the CO is trustworthy. Although the results of this study have confirmed the results of previous studies, there is a slight contradiction in the findings from this study with the findings discovered from the research conducted by Pentecost and Andrews (2010). To illustrate this, the research conducted by Pentecost and Andrews (2010) has found that the donor’s attitude towards CO poses no significant effects on any charitable behaviours. This was based on one of their samples, who was a non-student (there were two types of samples used in the research conducted, namely student and non-student). On the contrary, this research has shown that through the improvement of the donor’s attitude towards the CO, a stronger intention of displaying philanthropic behaviours among individuals will occur. Additionally, the relationship between the donor’s attitude towards the CO and philanthropic behaviour suggests that the donor’s attitude towards CO is necessary in leading individuals towards philanthropic behaviours. This has indicated that consumers are somehow more willing to give and provide for public good.

Last but not least, the donor’s attitude towards CO has proven to be the important mediators of the relationship between perceived ability, perceived integrity, and monetary philanthropic behaviour in this study. During the research, when the mediator test was run, the findings of the study have clearly proven that the donor’s attitude towards CO holds a mediating role in the link between perceived ability and monetary philanthropic behaviour. It also plays a role in the relationship between perceived integrity and monetary philanthropic behaviour. Moreover, it has been found that individual personal trust disposition has a non-significant relationship with the donor’s attitude towards a CO.

In addition, the results of this research have provided several important insights on monetary philanthropic behaviour displayed by individuals. As observed in this study, perceived ability, perceived integrity, and perceived benevolence are the important factors needed for the improvement of the donor’s attitude towards a CO and philanthropic behaviour. Apart from that, due to the finding that the donor’s attitude towards CO has a positive effect on individual’s philanthropic behaviour, charity marketers need to acquire a better understanding in regards of individual’s attitude towards a CO. Furthermore, the marketing activities that are organised for charity purposes should pay the efforts required to improve individual’s perception on the charity. This can be done by enhancing the organisation’s reputation, performance, and their communication with the public. However, based on the results of this research, it has been shown that further research is needed for the improvement of the theoretical model. This improvement is essential for the acquirement of a better predictive value of individual’s monetary philanthropic behaviour.

Besides, it is also recommended that future studies should extend this research in order to include more variables that have not been covered in this study, such as subjective norms, social norms, moral responsibilities, religious beliefs, donor’s past experiences, and so on. Apart from that, it is also possible for future studies to consider focusing on the more comprehensive multidimensional frameworks. Furthermore, studies can also be conducted by taking the organisation’s reputation, donor’s familiarity, and organisations’ communication into consideration, in the efforts of improving individual’s attitude towards CO. Meanwhile, donor trust can be acquired by CO. This can be achieved through the improvement of the organisation’s reputation, and the reinforcement of the donor’s familiarity to the public through effective communication between the organisation and the donor.

In addition, it is also recommended that an extended research is conducted in order to measure the continued philanthropic behaviour displayed by individuals. To illustrate this, during the time when these generations have grown up and started to earn a stable income, their philanthropic behaviour might change.

Last but not least, replication is another area that future studies should look into. The reported study should be replicated with additional samples with different settings, such as different culture contexts. This is because people who originate from high context culture might behave differently compared to those from the low context culture.

CONCLUSION

In conclusion, the findings of this study shed some useful insight to scholars and practitioners in the non-profit marketing and consumer behaviour fields. This study could help COs in targeting their potential donors when assistance is needed from the public. Furthermore, this study provided further understanding to scholars and practitioners regarding the influence of trust on individual’s philanthropic behaviour that is displayed during a monetary donation. This understanding is important, especially to a non-profit organisation such as COs. This is because they are required to outline their marketing strategies and plans in order to get support and instill the value of giving and helping the people in need among young generations. Trust is seen as a dynamic, directional, measurable, and changeable concept. By understanding and measuring antecedents of trust, COs are able to differentiate among donors who have low trust levels to those who have high trust levels. The knowledge will help COs to form different marketing strategies to create, recover, or maintain trust among its current and prospective donors. Individual, trust changes over time, and hence, any negative media report of poor performance or misallocation of funds in a CO can easily affect public distrust. Thus, COs must always assure the public and reinforce their reputation on how they are performing using any mean of communication tools, either it is print media or digital medias such as websites, blogs, and social media in reporting their daily activities in managing the funds.


ACKNOWLEDGEMENTS

The authors would like to thank Universiti Sains Malaysia for the research grant provided (Research University Grant, USM, grant number 1001/PMGT/816211).

REFERENCES

Alhidari, I.S. (2014). Investigating individuals’ monetary donation behaviour in Saudi Arabia. PhD dissertation, Cardiff University, United Kingdom.

Anderson, J.C., & Gerbing, D.W. (1988). Structural equation modeling in practice: A review and recommended two-step approach. Psychological Bulletin, 103(3), 411. https://doi.org/10.1037/0033-2909.103.3.411

Awan, M.Y., & Hameed, F. (2014). The effect of demographic, socio-economic and other characteristics on donations. Current Research Journal of Social Sciences, 6(2), 55–76.

Bagozzi, R.P., Lee, K.-H., & Van Loo, M.F. (2001). Decisions to donate bone marrow: The role of attitudes and subjective norms across cultures. Psychology and Health, 16(1), 29–56. https://doi.org/10.1080/08870440108405488

Bartolini, W.F. (2005). Prospective donors’ cognitive and emotive processing of charitable gift requests. PhD dissertation, Kent State University, United States.

Bennett, R., & Ali-Choudhury, R. (2009). Second-gift behaviour of first-time donors to charity: An empirical study. International Journal of Nonprofit and Voluntary Sector Marketing, 14(3), 161–180. https://doi.org/10.1002/nvsm.347

Bennett, R., & Barkensjo, A. (2005). Causes and consequences of donor perceptions of the quality of the relationship marketing activities of charitable organisations. Journal of Targeting, Measurement and Analysis for Marketing, 13(2), 122–139. https://doi.org/10.1057/palgrave.jt.5740138

Bhattacherjee, A. (2002). Individual trust in online firms: Scale development and initial test. Journal of Management Information Systems, 19(1), 211–242. https://doi.org/10.1080/07421222.2002.11045715

Burgoyne, C.B., Young, B., & Walker, C.M. (2005). Deciding to give to charity: A focus group study in the context of the household economy. Journal of Community & Applied Social Psychology, 15(5), 383–405. https://doi.org/10.1002/casp.832

Burnett, K. (2002). Relationship fundraising: A donor-based approach to the business of raising money. New York: John Wiley & Sons.

Fornell, C., & Larcker, D.F. (1981). Structural equation models with unobservable variables and measurement error: Algebra and statistics. Journal of Marketing Research, 382–388. https://doi.org/10.2307/3150980

Gefen, D. (2000). E-commerce: The role of familiarity and trust. Omega, 28(6), 725–737. https://doi.org/10.1016/S0305-0483(00)00021-9

Giles, M., Mcclenahan, C., Cairns, E., & Mallet, J. (2004). An application of the theory of planned behaviour to blood donation: The importance of self-efficacy. Health Education Research, 19(4), 380–391. https://doi.org/10.1093/her/cyg063


Giving USA. (2013). The Annual Report on Philanthropy for the Year 2011. Indiana: The Centre on Philanthropy at Indiana University.

Giving USA. (2016). 2015 was America’s most-generous year ever. Retrieved 20 June 2017 from https://givingusa.org/giving-usa-2016/

Grabner-Kräuter, S., & Kaluscha, E.A. (2003). Empirical research in on-line trust: A review and critical assessment. International Journal of Human-Computer Studies, 58(6), 783–812. https://doi.org/10.1016/S1071-5819(03)00043-0

Guide, V.D.R., & Ketokivi, M. (2015). Notes from the editors: Redefining some methodological criteria for the journal. Journal of Operations Management, 37, v–viii. https://doi.org/10.1016/S0272-6963(15)00056-X

Hair, J.F., Hollingsworth, C.L., Randolph, A.B., & Chong, A.Y.L. (2017). An updated and expanded assessment of PLS-SEM in information systems research. Industrial Management & Data Systems, 117(3), 442–458. https://doi.org/10.1108/IMDS-04-2016-0130

Hair, J.F., Hult, G.T.M., Ringle, C., & Sarstedt, M. (2016). A primer on partial least squares structural equation modeling (PLS-SEM). New York: Sage Publications.

Hair, J.F., Marko, S., Lucas, H., & Volker, G.K. (2014). Partial least squares structural equation modeling (PLS-SEM): An emerging tool in business research. European Business Review, 26(2), 106–121. https://doi.org/10.1108/EBR-10-2013-0128

Hair, J.F., Ringle, C.M., & Sarstedt, M. (2011). PLS-SEM: Indeed a silver bullet. Journal of Marketing Theory and Practice, 19(2), 139–152. https://doi.org/10.2753/MTP1069-6679190202

Hou, J., Zhang, C., & King, R.A. (2017). Understanding the dynamics of the individual donor’s trust damage in the philanthropic sector. Voluntas: International Journal of Voluntary and Nonprofit Organizations, 28(2), 648–671. https://doi.org/10.1007/s11266-016-9681-8

Hsu, J.L., Liang, G.-Y., & Tien, C.-P. (2005). Social concerns and willingness to support charities. Social Behavior and Personality: An International Journal, 33(2), 189–200. https://doi.org/10.2224/sbp.2005.33.2.189

Hyde, M.K., & White, K.M. (2009). To be a donor or not to be? Applying an extended theory of planned behavior to predict posthumous organ donation intentions. Journal of Applied Social Psychology, 39(4), 880–900. https://doi.org/10.1111/j.1559-1816.2009.00464.x

Jones, K.S. (2006). Giving and volunteering as distinct forms of civic engagement: The role of community integration and personal resources in formal helping. Nonprofit and Voluntary Sector Quarterly, 35(2), 249–266. https://doi.org/10.1177/0899764006287464

Keirouz, K.S. (1998). Public perceptions and confidence in Indiana nonprofit organizations. Indianapolis: Indiana University Center of Philanthropy.

Knowles, S.R., Hyde, M.K., & White, K.M. (2012). Predictors of young people’s charitable intentions to donate money: An extended theory of planned behavior perspective. Journal of Applied Social Psychology, 42(9), 2096–2110. https://doi.org/10.1111/j.1559-1816.2012.00932.x


Kock, N., & Lynn, G. (2012). Lateral collinearity and misleading results in variance-based SEM: An illustration and recommendations. Journal of the Association for Information System, 13(7), 546–580. https://doi.org/10.17705/1jais.00302

Laidler-Kylander, N., Quelch, J.A., & Simonin, B.L. (2007). Building and valuing global brands in the nonprofit sector. Nonprofit Management and Leadership, 17(3), 253–277. https://doi.org/10.1002/nml.149

Le Berre, S. (2010). Global nonprofit brands: Whence the trust halo? Paper presented at the 7th Thought Leaders International Conference in Brand Management, Lugano, Switzerland.

Lee, M.K., & Turban, E. (2001). A trust model for consumer internet shopping. International Journal of Electronic Commerce, 6(1), 75–92. https://doi.org/10.1080/10864415.2001.11044227

Lyons, M. (2001). Third sector: The contribution of nonprofit and cooperative enterprises in Australia. Sydney: Allen & Unwin.

Mayer, R.C., Davis, J.H., & Schoorman, F.D. (1995). An integrative model of organizational trust. Academy of Management Review, 20(3), 709–734. https://doi.org/10.5465/AMR.1995.9508080335

McKnight, D.H., Cummings, L.L., & Chervany, N.L. (1998). Initial trust formation in new organizational relationships. Academy of Management Review, 23(3), 473–490. https://doi.org/10.5465/AMR.1998.926622

Morgan, R.M., & Hunt, S.D. (1994). The commitment-trust theory of relationship marketing. The Journal of Marketing, 58(3), 20–38. https://doi.org/10.2307/1252308

Oosterhof, L., Heuvelman, A., & Peters, O. (2009). Donation to disaster relief campaigns: Underlying social cognitive factors exposed. Evaluation and Program Planning, 32(2), 148–157. https://doi.org/10.1016/j.evalprogplan.2008.10.006

Othman, R., Ali, N., Omar, N., & Abdul Rahman, R. (2012). Practical challenges in managing non-profit organizations (NPO): Tales from two neighbouring countries. International Bulletin of Business Administration, (13), 6–23.

Payton, R.L. (1988). Philanthropy: Voluntary action for the public good. New York: American Council on Education New York.

Pentecost, R., & Andrews, L. (2010). Differences between students and non-students’ willingness to donate to a charitable organisation. International Journal of Nonprofit and Voluntary Sector Marketing, 15(2), 122–136.

Preacher, K.J., & Hayes, A.F. (2008). Asymptotic and resampling strategies for assessing and comparing indirect effects in multiple mediator models. Behavior Research Methods, 40(3), 879–891. https://doi.org/10.3758/BRM.40.3.879

Radley, A., & Kennedy, M. (1995). Charitable giving by individuals: A study of attitudes and practice. Human Relations, 48(6), 685–709. https://doi.org/10.1177/001872679504800605

Ramesh, R. (2011). Charitable giving by country: Who is the most generous? Retrieved 20 December 2016 from http://www.theguardian.com/news/datablog/2010/sep/08/charitable-giving-country#

Ranganathan, S.K., & Henley, W.H. (2008). Determinants of charitable donation intentions: A structural equation model. International Journal of Nonprofit and Voluntary Sector Marketing, 13(1), 1–11. https://doi.org/10.1002/nvsm.297


Ranganathan, S.K., & Sen, S. (2012). Examining charitable donation process in South India: Role of gender. International Journal of Nonprofit and Voluntary Sector Marketing, 17(2), 108–121. https://doi.org/10.1002/nvsm.1413

Rasoolimanesh, S.M., Jaafar, M., Kock, N., & Ramayah, T. (2015). A revised framework of social exchange theory to investigate the factors influencing residents’ perceptions. Tourism Management Perspectives, 16, 335–345. https://doi.org/10.1016/j.tmp.2015.10.001

Rempel, J.K., Holmes, J.G., & Zanna, M.P. (1985). Trust in close relationships. Journal of Personality and Social Psychology, 49(1), 95–112. https://doi.org/10.1037/0022-3514.49.1.95

Ridings, C.M., Gefen, D., & Arinze, B. (2002). Some antecedents and effects of trust in virtual communities. The Journal of Strategic Information Systems, 11(3), 271–295. https://doi.org/10.1016/S0963-8687(02)00021-5

Ringle, C.M., Wende, S., & Will, A. (2005). SmartPLS 2.0 (beta). Hamburg: SmartPLS.

Ritchie, R.J., Swami, S., & Weinberg, C.B. (1999). A brand new world for nonprofits. International Journal of Nonprofit and Voluntary Sector Marketing, 4(1), 26–42. https://doi.org/10.1002/nvsm.54

Rotter, J.B. (1967). A new scale for the measurement of interpersonal trust. Journal of Personality, 35(4), 651–665. https://doi.org/10.1111/j.1467-6494.1967.tb01454.x

Salamon, L.M. (2012). The state of nonprofit America. New York: Brookings Institution Press.

Sargeant, A. (1999). Charitable giving: Towards a model of donor behaviour. Journal of Marketing Management, 15(4), 215–238. https://doi.org/10.1362/026725799784870351

Sargeant, A., Ford, J.B., & West, D.C. (2006). Perceptual determinants of nonprofit giving behavior. Journal of Business Research, 59(2), 155–165. https://doi.org/10.1016/j.jbusres.2005.04.006

Sargeant, A., & Lee, S. (2002a). Improving public trust in the voluntary sector: An empirical analysis. International Journal of Nonprofit and Voluntary Sector Marketing, 7(1), 68–83. https://doi.org/10.1002/nvsm.168

Sargeant, A., & Lee, S. (2002b). Individual and contextual antecedents of donor trust in the voluntary sector. Journal of Marketing Management, 18(7–8), 779–802. https://doi.org/10.1362/0267257022780679

Sargeant, A., West, D.C., & Ford, J.B. (2004). Does perception matter? An empirical analysis of donor behaviour. The Service Industries Journal, 24(6), 19–36. https://doi.org/10.1080/0264206042000299167

Schuyt, T., Smit, J.H., & Bekkers, R. (2013). Constructing a philanthropy-scale: Social responsibility and philanthropy. SSRN Electronic Journal, 501. https://doi.org/10.2139/ssrn.2274558

Shehu, E., Becker, J.U., Langmaack, A.-C., & Clement, M. (2016). The brand personality of nonprofit organizations and the influence of monetary incentives. Journal of Business Ethics, 138(3), 589–600. https://doi.org/10.1007/s10551-015-2595-3


Smith, J.R., & McSweeney, A. (2007). Charitable giving: The effectiveness of a revised theory of planned behaviour model in predicting donating intentions and behaviour. Journal of Community & Applied Social Psychology, 17(5), 363–386. https://doi.org/10.1002/casp.906

Stride, H. (2006). An investigation into the values dimensions of branding: Implications for the charity sector. International Journal of Nonprofit and Voluntary Sector Marketing, 11(2), 115–124. https://doi.org/10.1002/nvsm.44

Tonkiss, F., & Passey, A. (1999). Trust, confidence and voluntary organisations: Between values and institutions. Sociology, 33(2), 257–274. https://doi.org/10.1177/S0038038599000164

Van Iwaarden, J., van der Wiele, T., Williams, R., & Moxham, C. (2009). Charities: How important is performance to donors? International Journal of Quality & Reliability Management, 26(1), 5–22. https://doi.org/10.1108/02656710910924143

Veludo-de-Oliveira, T.M., Alhaidari, I.S., Yani-de-Soriano, M., & Yousafzai, S.Y. (2017). Comparing the explanatory and predictive power of intention-based theories of personal monetary donation to charitable organizations. Voluntas: International Journal of Voluntary and Nonprofit Organizations, 28(2), 571–593. https://doi.org/10.1007/s11266-016-9690-7

Webb, D.J., Green, C.L., & Brashear, T.G. (2000). Development and validation of scales to measure attitudes influencing monetary donations to charitable organizations. Journal of the Academy of Marketing Science, 28(2), 299–309. https://doi.org/10.1177/0092070300282010

Zucker, L.G. (1986). Production of trust: Institutional sources of economic structure, 1840–1920. Research in Organizational Behavior, 8, 53–111.





A SUPPORTING HAND IN DEALING WITH INTERPERSONAL CONFLICTS: THE ROLE OF INTERACTIONAL JUSTICE

Nurul Ain Hidayah Abas1*, Kathleen Otto2, and Ramayah Thurasamy3,4

1Department of Psychology and Counselling, Universiti Pendidikan Sultan Idris, 35900 Tanjung Malim, Perak, Malaysia

2 Faculty of Psychology, Philipps University of Marburg, 35037 Marburg, Germany

3School of Management, Universiti Sains Malaysia, 11800 USM Pulau Pinang, Malaysia

4Visiting Professor at Faculty of Cognitive Science and Human Development, Universiti Malaysia Sarawak, 94300 Kota Samarahan, Sarawak, Malaysia

*Corresponding author: nurulain@fpm.upsi.edu.my

© Asian Academy of Management and Penerbit Universiti Sains Malaysia, 2018. This work is licensed under the terms of the Creative Commons Attribution (CC BY) (http://creativecommons.org/licenses/by/4.0/).


Published online: 29 June 2018

To cite this article: Abas, N.A.H., Otto, K., and Ramayah, T. (2018). A supporting hand in dealing with interpersonal conflicts: The role of interactional justice. Asian Academy of Management Journal, 23(1), 79–99. https://doi.org/10.21315/aamj2018.23.1.4

To link to this article: https://doi.org/10.21315/aamj2018.23.1.4



ABSTRACT

Studying the styles in managing conflicts is critical in preventing the detrimental effects of interpersonal conflicts on employees’ well-being. In a sample of 390 Malaysian public sector subordinates, the relationships between conflict management styles (bargaining and problem solving) and psychological strain (somatic strain and depressive symptoms) was explored. Based on social exchange theory, it was further expected interactional justice to work as a moderator in this relationship, buffering the negative consequences of bargaining styles for subordinates with supervisors whom are having high rather than low interactional justice. Results indicate that bargaining was positively associated with somatic strain, while problem-solving was negatively associated with both somatic strain and depressive symptoms. As hypothesised, the PLS-SEM product moderator indicator approach analysis revealed that perceived interactional justice buffered the negative consequences of bargaining styles on somatic strain and depressive symptoms. This study’s primary novelty is to highlight interactional justice as a “helping hand” protecting against the negative consequences of bargaining styles among subordinates. Consequently, it has a main practical implication for organisational management aimed at sustaining the well-being for their manpower.

Keywords: conflict management styles, depression, justice, strain, well-being


INTRODUCTION

Interpersonal conflict is classified as one of the most prominent work-related stressors with respect to its influence on social interaction, personal relationships, satisfaction, and quality of work relationships (Spector & Bruk-Lee, 2008). Given that some degree of interaction among organisational members is required in most workplaces, conflict is inevitable and consequently, has substantial implications for employees’ well-being (e.g., Bono, McCullough, & Root, 2008; Bruk-Lee & Spector, 2006; Rahim, 2010). It might not be a conflict per se that is detrimental to health, but the way in which that particular conflict is resolved. Deciding on appropriate styles of managing conflicts with supervisors requires specific knowledge of its key antecedents from subordinates’ perspective (Rahim, 2010).

Rahim and Bonoma (1979) developed The Dual-Concerns Model theory aimed at managing interpersonal conflicts with supervisors, subordinates, or colleagues. The model has its importance on concern for self and concern for others that promises a higher level of performance, better and quality decisions, and greater satisfaction of the both parties in an attempt to minimise the potential negative consequences to employees’ organisational performance and well-being at the work place (Rahim, 2010). It has five styles in managing conflicts namely integrating, obliging, dominating, avoiding, and compromising that have been explored extensively. Although abundant research on conflict management and its effects on productivity are well conducted, far less attention has been devoted to “soft” outcomes, i.e., individual health and well-being (De Dreu & Beersma, 2005). Hence, the present research would like to investigate the relationships between conflict management styles used when managing conflicts with one’s supervisor with psychological strain, operationalised by somatic strain and depressive symptoms.

Next, conceding that potentially negative associations develop from applying a particular style, the question arises of which kinds of psychological resources provided in the work context can assist in sustaining subordinates’ well-being. One possibility is supervisory support, reflected by subordinates’ perceived quality of interpersonal treatment by their supervisors (Judge & Colquitt, 2004). Coined as interactional justice, this dimension is more personal in nature and more closely associated with reactions and responses toward one’s supervisor (Cropanzano, Prehar, & Chen, 2002). Drawing on social exchange theory, we therefore argue that the relationships between subordinates’ conflict management styles and psychological strain would be moderated by perceived interactional justice of supervisors. Subsequently, this study aims to contribute to the understanding of interactional justice in extending the theoretical grounding of justice-related effects on the domain of conflict management.


LITERATURE REVIEW AND RESEARCH HYPOTHESES

Conflict Management Styles: Bargaining and Problem Solving Dimensions

The five conflict management styles can be organised into two dimensions: “integrative” which is a concern for self lies on a continuum of integrating – avoiding; and “distributive” which is a concern for others that lies on a continuum of dominating – obliging following the labour management relations introduced by Walton and McKersie in 1965 (Figure 1). Rahim (2010) further explained that these two dimensions represent the “problem solving” and “bargaining” styles for managing interpersonal conflicts, respectively. A problem solving style refers to the degree high or low to which a party’s attempt of own and others’ concerns, while the bargaining style refers to the degree high or low to which a party’s pursuit of own or others’ concerns.


[image: art]

Figure 1. The Dual Concern Model: Problem solving and bargaining strategies for managing interpersonal conflict; from “a structural equations model of leader power, subordinates’ styles of handling conflict, and job performance” (Rahim, Antonioni, & Psenicka, 2001, p. 196).



For problem solving, a “high-high” is a high degree of a party’s attempt of own concerns and others, indicating a concern for the satisfaction of both parties by finding acceptable solutions. In this case, the individuals take responsibility for their own actions and decisions, thus enhancing interpersonal relations, boosting feelings of self-worth and self-efficacy, and probably alleviating emotional strains as well. This is referred as a form of active (rather than passive) problem solving style. On the other hand, a “low-low” is a low degree of a party’s attempt of own concerns and others. For example, a reduction of concern for both parties resulting from failure in confronting and resolving the issues at hand.

For bargaining, a “high-low” is a high degree of a party’s attempt of own concerns and low to others, hence representing the attempt to satisfy one’s concern with no or low concern for others, for example achieving decision without taking other party’s consideration into account. Meanwhile a “low-high” is a low degree of a party’s attempt of own concerns and high to others. It is an attempt to satisfy the opposite party by complying the needs with little or no concern of him/herself. Compromising, at the middle of these two dimensions, represents a moderate concern for the position of one’s self and others. When a problem solving strategy cannot be used, the parties may decide to use a bargaining or win-lose style to resolve the conflict. Conflicts using bargaining may result in a feeling of victory or defeat, which may affect their psychological strain.

The Role of Bargaining vs. Problem-Solving for Subordinates’ Psychological Strain

Interpersonal conflicts that are not managed appropriately could lead to both impaired cognition and affect as subordinates seek and react to negative events. They may experience stomach pain, headache, increase of heart palpitations, and muscle strain, called somatic strain as the body attempts to deal with the conflict (Claire, 2016).

In the same line, employees who are not clinically depressed reveal a variance in depressive symptoms that is strongly related to job satisfaction, depressive moods, and somatic complaints (Meier, Semmer, & Gross, 2014). Depending on how subordinates manage their interpersonal conflicts, they can amplify, or dissolve emerging conflicts, while shaping the work environment to be supportive or destructive for themselves. Over time, this can mutually affect their cognitions and emotions, and in turn their psychological strains.

Relating with conflict management styles, it is argued that bargaining is positively associated with psychological strain. First, it is harder to reach an agreement in a dispute when one party only considers his or her own interests. Bringing the social psychology in, individuals who are proself-oriented are more concerned with personal outcomes and less concerned with the well-beings of others. Hence, these individuals are associated with bargaining style because of its social value preference (Schutz, 2015). As a consequence, these individuals are expected to have low interpersonal skills due to their inability to cooperate with others while managing conflicts which in turn may lead to isolation from other organisational members. As a result, it may cause negative emotions, resulting in symptoms of depressions as their need for affiliation is diminished.

Second, if subordinates prefer high bargaining in managing conflicts, their career may be jeopardised. This study argues that regardless supervisors’ styles in managing conflicts, when a subordinate uses a high bargaining style with the supervisor, the subordinate needs to deal with a rival that not only has different interests, but also possesses a legitimate power over the subordinate’s career (Frone, 2000). If the subordinate persists in using bargaining style, it may lead to more negative affect and emotions from the incongruent role and the struggle to satisfy the interests mutually acceptable to both parties. Therefore, it is predicted that:


H1: Bargaining in supervisory conflict will be positively related to somatic strain.

H2: Bargaining in supervisory conflict will be positively related to depressive symptoms.



For problem solving style, it is predicted that it would be negatively related to psychological strain. Major theoretical and empirical studies have consistently shown that problem solving is the most effective conflict management style in resolving conflict in social interactions (e.g., Rahim, 2010). Supported by Friedman, Tidd, Currall, and Tsai (2000) it has been shown that those who are more integrating produce an environment with less conflict, and in turn, reduce their likelihood of experiencing stress.

In fact, people who use problem solving are able to adapt to their dispute resolution style, as explained by the prosocial orientation of the social value orientation (Schutz, 2015). Moreover, the effective problem solving was shown to buffer the depressive symptoms on subordinates’ job satisfaction (Abas, Otto, & Thurasamy, 2015). Worse, studies from Quiñones, Jurska, Fener, and Miranda (2015) found that people who use passive problem solving styles, rather than active, were among the highest contributors to suicide attempts. Therefore, it is plausible to assume that subordinates who use problem solving will be less likely to report psychological strain. It is then hypothesised:


H3: Problem solving in supervisory conflict will be negatively related to somatic strain.

H4: Problem solving in supervisory conflict will be negatively related to depressive symptoms.



Interactional Justice as a Buffer

Interactional justice is a supervisory-focused dimension that is closely associated with the exchanging of relationships with one’s supervisors (Cohen-Charash & Spector, 2001). Past literature showed subordinates that perceived higher interactional justice from supervisors are more responsible for the subordinates’ communications and actions, are more empathetic towards their needs, and show more respect towards themselves (Cohen-Charash & Spector, 2001; Patient & Skarlicki, 2010). Moreover, Elovainio, Kivimäki, and Vahtera (2002) also found that perceived interactional justice is less associated with employees’ poor self-rated health and minor psychotic disorders.

From the aforementioned studies, it is argued that the negative consequences of bargaining styles on psychological strain can be buffered by perceived supervisors’ interactional justice. Social exchange theory (Blau, 1964), defined as the reciprocal or exchange of tangible and/or intangible activities with social interaction or human behaviour for rewards or costs, was used as the backbone to explain this assumption. When conflicts are handled with bargaining styles, both parties may not be satisfied with the outcomes when only one party’s concern is complied. These dissatisfactions from the negative emotions and cognitive impairment from the work stressor may be reduced in the form of social support (Kawakami, Kobayashi, Takao, & Tsutsumi, 2005). As this study deals with interpersonal conflicts with supervisors, supervisory support is seen as essential to buffer the bargaining styles’ negative consequences on psychological strain.

On the other hand, when supervisors are polite, kind, and show respect and dignity towards their subordinates, the supervisors are conveying messages that those subordinates involved and affected by the conflict are significant and worthy in their respect. The high quality relationship that is built with their supervisors, these subordinates who are proself-oriented (rather than prosocial) are able to sustain and nurture this mutual social relationship and consequently create a positive working environment for the supervisors and themselves. This reciprocal cycle will ultimately help in preventing psychological strain among subordinates. Thus, it is proposed:


H5: Interactional justice moderates the positive relationship between bargaining and somatic strain in such a way that the relationship will be weakened when interactional justice is high, and the relationship will be strengthened when interactional justice is low.

H6: Interactional justice moderates the positive relationship between bargaining and depressive symptoms in such a way that the relationship will be weakened when interactional justice is high, and the relationship will be strengthened when interactional justice is low.



However, for a win-win problem solving style, their advantages in adopting their rivals’ approach in conflicts, (Schutz, 2015) it may be reasonable to expect that their supervisors’ interactional justice level does not make any significant contribution to their somatic strain or depressive symptoms. Nevertheless, in the interest of additional information, the justice moderation effect on problem solving-psychological strain will still be analysed.

METHODS

Data Collection

A total of 410 Malaysian employees from public sector organisations participated between August and December 2013 in a cross-sectional questionnaire-based study. In all survey interactions, each organisation was sent an introduction letter summarising the research and also a consent form which proved the authenticity of the study and confirmed anonymity. In order to increase response rate and convenience, questionnaires were available online and in printed format. Of the total number of surveys, 20 were excluded because of extensive missing data (more than 50%). Finally, 390 surveys were analysed and used for hypotheses testing.

Of all the participants, 62.1% were female. Thirty per cent of the individuals held a bachelor’s degree, whilst the remaining ranged from secondary school education to doctoral degree holders. The mean age was 34 years old (SD = 8.42). Overall, 28% of the subordinates worked in general management, 24% in the field of finance and administration, 22.2% in human resources, 11.7% in customer service, 8% in the field of information technology, 3.3% in research and development (education), 0.8% in transportation, and both product support and marketing are 0.3% respectively. Their tenure with the supervisor ranged from less than a year to more than 30 years (M = 4.54; SD = 16.59).


Measures

The questionnaire comprised of multi-item measures with favourable psychometric properties. As some of these measures were not available in Malay, translation was mandatory using the following procedure (McGorry, 2000). A pre-test was conducted to examine the face validity of the instruments with three subjects that were experts in the specific problem domain. Three language experts (in Malay and English) and two decentering process experts were recruited to assist in the back translation procedure. The subjects’ advice on improving the instruments’ contents, design perspectives, and linguistics were considered in order to obtain a better quality translation. Subsequently, in a pilot study, a total of 123 subordinates voluntarily completed an online questionnaire to test the adequacy of the translated surveys to avoid potentially disastrous consequences of embarking on the main study, and to assess the time and resource problems that could occur. Upon response from the pilot study, minor alterations were made to the instruments.

Conflict management styles

Conflict management styles with a supervisor – integrating, avoiding, dominating, and obliging – were measured with 24 of the 28 reflective items of the Rahim Organizational Conflict Inventory-II (ROCI-II)1 Form A (Rahim, 2010). As aforementioned, four items were not included as they are measuring compromising styles that are not the interest of the main study. The respondents had to indicate the degree to which they dis(agreed) with each of the statements on a 5-point scale, with 1 = strongly disagree and 5 = strongly agree. A higher score indicates a higher use of that respective style with a supervisor. As suggested by Rahim (2010), scores from ROCI-II were constructed into the following two dimensions:


	Problem solving style (PB) = Integrating style – Avoiding style

	Bargaining style (BG) = Dominating style – Obliging style



Subscales for both dimensions of problem solving and bargaining style are ranged between +4 and –4. For the problem solving subscale, +4 represents a person’s attempt to provide high concerns for both parties, whereas a –4 score represents a person’s attempt to provide no or low concerns for both parties. In the bargaining subscale, +4 indicates a person’s attempt to provide high concern for self, while no or low concern for others. A –4 value indicates a person’s attempt to provide no or low concern for self, and high for others.


Interactional justice

Interactional justice (IJ) was measured using Colquitt (2001) and consisted of two facets: interpersonal and informational justice. Both measures are anchored by 1 = rarely and 5 = very often, on a 5-point Likert scale. An example of interpersonal items is “Has your supervisor treated you in a polite manner?” and for informational item is “Does your supervisor communicate details in a timely manner?” One of the nine items, IJ4, i.e., “Has your supervisor refrained from improper remarks or comments” was excluded because of the low loadings suggested by Henseler, Ringle, and Sinkovics (2009).

Somatic strain

Pejtersen, Søndergård Kristensen, Borg, and Bjorner’s (2010) Copenhagen Psychosocial Questionnaire (COPSOQ-II) was used to assess somatic strain (SM). The measure asks the respondent the degree to which an employee has experienced somatic strain in the workplace during the last four weeks. One of the four somatic strain items is “How often have you had tension in various muscles?” which was presented with a 5-point scale ranged from 1 = not at all to 5 = all the time.

Depressive symptom

Depressive symptoms (DS), referring to the individual’s life in general, were measured using 12 items from Bech, Rasmussen, Olsen, Noerholm, and Abildgaard’s (2001) Major Depression Inventory (MDI). Functionally, the MDI consisted of 10 items. However, item 8 and item 10 both have two sub-items; a and b, respectively. Only the highest score of either a or b for both items 8 and 10 will be counted, thus making it a total of 12 items. This measure used a 6-point Likert-scale ranging from 0 = at no time to 5 = all the time. A sample item reads, “How much of the time you have felt low or sad.” The respondents had to answer based on what they had felt over the past two weeks.

Data Analysis Strategy

SmartPLS (Ringle, Wende, & Will, 2005) was applied to empirically test the present study’s measurement model. Partial Least Squares-Structural Equation Modeling (PLS-SEM) path modelling allows for estimating the hierarchical model and analysing complex path relationships between latent variables (Sarstedt, Henseler, & Ringle, 2011). It is also useful for prediction accuracy and has been used more frequently than the covariance-based approach (Urbach & Ahlemann, 2010). Non-parametric bootstrapping with 500 replications was applied to obtain the standard errors of the estimates.


Common method variance

Common methods variance (CMV) can be a problem when dealing with latent variables and using a single source method. To address this problem, from the self-administered questionnaire, two kinds of Likert scales were employed: 5- and 6-point Likert scales. All these abovementioned methods were suggested by Hair, Black, Babin, and Anderson (2010) in order to reduce CMV in the data collection method. Furthermore, a pre-test, outliers, and multicollinearity checking (with cutoff 0.9) were also conducted prior to the main study. The findings suggest that CMV is not a major concern in this study.

Assessment of the measurement model

Construct validity

Construct validity of the instrument can be assessed by convergent and discriminant validity. The respective loadings and cross loadings were observed to look for outstanding items. The cutoff value for loadings was 0.40 (Henseler et al., 2009), thus the item with loading lower than 0.40, in this case IJ4, was deleted. This was deemed acceptable as long as no more than 20% of the items of the whole measurement model were deleted (Hair et al., 2010). Consequently, the construct validity was confirmed when all of the items measuring a particular construct loaded highly on that construct, and lower on the other constructs.

Convergent validity and reliability analysis

According to Hair et al. (2010), convergent validity was assessed by using factor loadings, composite reliability (CR), and average variance extracted (AVE). Convergent validity was achieved when the multiple items measuring the same concept were in agreement. As shown in Table 1, the AVE for each construct exceeded the recommended value of 0.40 (Hulland, 1999), ranging from 0.60 to 0.66, while the CR in our study ranged from 0.87 to 0.94, exceeding the recommended value of 0.70 (Hair et. al., 2010). As such, we concluded that the measurements were reliable as the CR is interpreted similar to Cronbach’s alpha for internal consistency reliability estimates. Bargaining (BG) and problem solving (PB) were indicated as single-item measures. The loadings were then indicated as 1.00, while the CR and AVE for each constructs were indicated as single item measures (SIM) respectively.


Table 1Results of measurement model



	Model construct
	Item
	Loadings

	AVE

	CR




	Bargaining

	BG

	1.00

	SIM

	SIM




	Problem solving

	PB

	1.00

	SIM

	SIM




	Interactional justice

	IJ1

	0.81

	0.66

	0.94




	IJ2
	0.80

	
	



	IJ3
	0.80

	
	



	IJ5
	0.71

	
	



	IJ6
	0.79

	
	



	IJ7
	0.87

	
	



	IJ8
	0.88

	
	



	IJ9
	0.82

	
	



	Somatic strain

	SM1

	0.80

	0.64

	0.87




	SM2
	0.80

	
	



	SM3
	0.84

	
	



	SM4
	0.76

	
	



	Depressive symptom

	DP1

	0.81

	0.60

	0.94




	DP2
	0.81

	
	



	DP3
	0.83

	
	



	DP4
	0.85

	
	



	DP5
	0.83

	
	



	DP6
	0.76

	
	



	DP7
	0.76

	
	



	DP8
	0.85

	
	



	DP9
	0.53

	
	



	DP10
	0.62

	
	




Discriminant validity

To ensure the discriminant validity of the model, the square root of the AVE should exceed the intercorrelations of the construct with the other constructs (Chin, 2010). Table 2 shows that all of the items loaded more strongly on their own constructs of the model, and the AVE shared between each construct and its measures are greater than the variance shared between the constructs and each construct. Thus, with sufficient reliability, convergent validity, and discriminant validity, the measurement model was considered satisfactory for hypotheses and the research model testing. As discussed in the literature review section, subscales for problem solving and bargaining styles were ranged between +4 and –4. For the problem solving subscale, +4 represents a person’s attempt to provide high concerns for both parties, whereas a –4 score represents a person’s attempt to provide no or low concerns for both parties. Table 2 shows the mean score for problem solving is 0.605. This indicates respondents (N = 390) are of average scoring 0.605 which is in the middle of the continuum of –4 and +4 subscale of problem solving. For the bargaining subscale, +4 indicates a person’s attempt to provide high concern for self, while no or low concern for others. A –4 value indicates a person’s attempt to provide no or low concern for self, and high by others. Because the mean score for bargaining styles is –0.928, it indicates respondents (N = 390) on average scored –0.928, which is also in the middle of the continuum –4 and +4 on the bargaining subscale.

Table 2Discriminant validity of constructs
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Note: Square root of the AVE on the diagonal (in bold); M = mean; SD = standard deviation; SIM = single item measure

RESULTS

Assessment of the Structural Model

Table 3 presents the results of the path analysis with the hypotheses generated. The R2 value of somatic strain was 0.098, suggesting that 9.80% of the variance in somatic strain could be explained by the conflict management styles. For depressive symptoms, the R2 value was 0.141, indicating that 14.1% of the variance in depressive symptoms could be explained by conflict management styles.

A closer look shows a positive significant relationship from bargaining to somatic strain (ß = 0.10, p = 0.02). Two negative relationships were found between problem solving and somatic strain (ß = –0.22, p < 0.001), and between problem solving and depressive symptoms (ß = –0.17, p < 0.001). Therefore, H1, H3, and H4 were supported. For H2, no significant relationship was found between bargaining and depressive symptoms.


Table 3Path coefficients and hypotheses testing



	Hypothesis

	Construct

	Beta

	SE

	t-value

	Supported




	H1

	BG ➔ SM
	0.10

	0.05

	1.98*

	Yes




	H2

	BG ➔ DS
	0.06

	0.04

	1.25

	No




	H3

	PB ➔ SM
	–0.22

	0.05

	4.79**

	Yes




	H4

	PB ➔ DS
	–0.17

	0.05

	3.17**

	Yes




	H5

	BG * IJ ➔ SM
	–0.15

	0.06

	2.50**

	Yes




	H6

	BG * IJ ➔ DS
	–0.11

	0.06

	1.81*

	Yes





Note: SE = standard error; BG = bargaining; DS = depressive symptoms; IJ = interactional justice; PB = problem solving; SM = somatic strain

**p < 0.01; *p < 0.05

Moderating Effect

To apply the moderating analysis, the PLS-SEM product-indicator approach was used to detect the moderating effect of perceived interactional justice on the relationship between bargaining style and somatic strain (H5). As shown in Figure 2, the interaction between bargaining and interactional justice was significant. When interactional justice was high, bargaining was significantly and negatively related to somatic strain indicating a negative relationship between bargaining and somatic strain (ß = –0.15, p = 0.006). Furthermore, bargaining and somatic strain were positively related when interactional justice was low, confirming the moderation effect of interactional justice on somatic strain. As an alternative way to explain our findings, subordinates who used bargaining experienced lower somatic strain when they perceived high interactional justice from their supervisors rather than when the perceived interactional justice was low. Thus, H5 was supported.

For H6, the moderation effect of interactional justice on the relationship between bargaining and depression symptoms was also confirmed. With a more detailed look of Figure 3, there is a significant positive relationship between bargaining and depressive symptoms when interactional justice was low (ß = –0.11, p = 0.03). When interactional justice was high, bargaining was negatively related with depressive symptoms. In other words, subordinates who used bargaining experienced lower depressive symptoms when perceived interactional justice was high rather than when perceived interactional justice was low.

The effect size of the interactional justice moderating effect on somatic strain is 0.031, while the effect size of the interactional justice moderating effect on depressive symptoms is 0.014. Both indicated small to medium effects on somatic strain and depressive symptoms, respectively (Hair et al., 2010). The predictive relevance of somatic strain is 0.060, while depressive symptoms is 0.062 indicating medium to large predictive relevance (Henseler et al., 2009).

Although not hypothesised, the moderation effect of interactional justice on the relationships between problem solving and psychological strains was analysed. Results showed no significant moderation effect on this relationship.


[image: art]

Figure 2. Moderating effects of interactional justice on the relationship between bargaining and somatic strain.
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Figure 3. Moderating effects of interactional justice on the relationship between bargaining and depressive symptom.




DISCUSSION

The aim of this paper is twofold. First, this paper investigated the relationships between conflict management styles: bargaining and problem solving on subordinates’ psychological strain operationalised by somatic strain and depressive symptoms. In particular and consistent with the Dual Concern Model (Blake & Mouton, 1964; Rahim, 2010), it was found that bargaining was positively related to somatic strain, supporting that subordinates who are concerned with one’s own or with other’s interests and used win-lose strategy experienced high somatic strain. By neglecting one’s parties’ interests in managing conflicts, their strain may increase due to the accumulated experience of negative affects derived from the hostile attitudes and behaviours.

However, depressive symptoms were not significantly related to their use of bargaining styles. Presumably this was because depressive symptoms are caused by multiple factors (e.g., critical life events, job insecurity) of which an inadequate conflict management style is only one. On the contrary, subordinates who used problem solving styles when having interpersonal conflicts with their supervisors were demonstrated to have lower somatic strain and fewer depressive symptoms than their counterparts. Supported by previous research (e.g., Rahim, 2010), subordinates who were prosocial oriented and who have high concern for self and others were less exposed to the environment with less conflict, which in turn lessens work stressors.

The second aim of the study proposed that perceived interactional justice moderated the positive relationships of bargaining style on somatic strain and depressive symptoms. As hypothesised, the findings revealed perceived interactional justice of supervisors buffered the negative consequences of the use of bargaining styles on subordinates’ somatic strain and depressive symptoms. This means that supervisors who provide higher interactional justice can help their subordinates who prefer bargaining styles in managing conflicts to be less vulnerable to negative consequences of work stressors when the supervisors perform respectful treatment with a high level of dignity, and provide detailed feedback and procedure in a timely manner towards these subordinates (e.g., Colquitt, 2001; Judge & Colquitt, 2004). Furthermore, their somatic strain and depressive symptoms are also decreased because of the positive healthy working environment that is built based on the reciprocal relationship. Thus, it complies to the requirement of having positive social interactions deriving reciprocal relationships with supervisors in agreement with SET (Blau, 1964). In regards to depressive symptoms, our results support the previous empirical literature on social support, in particular good supervisory support and managerial skills (Kawakami et al., 2005; Kuoppala, Lamminpää, Liira, & Vainio, 2008). Therefore, it is confirmed that this study was successful in achieving its objectives, particularly due to the effect of interactional justice as the “helping hand.”

CONCLUSION

Theoretical and Practical Implications

The current findings add to a growing body of conflict and justice literature in a number of ways. From a theoretical point, the “soft” outcomes of conflicts, i.e., the psychological strain, are studied comprehensively using the bargaining and problem solving styles with the conflict management styles. Furthermore, because the problem solving style successfully shown in this study has the advantageous in high concerns for both parties and social value orientation (dispositional), and positive work environment (situational) (De Dreu, van Dierendonck, & Dijkstra, 2004), these findings also contribute to the studies of personality theories in managing conflicts in a way that disposition can be one of the determinants in conflict management styles.

Another implication of our findings made contributions in the way of the employing informational justice construct. In their ten-year review on organisational justice and mental health, Ndjaboué, Brisson, and Vézina (2012) found that the lack of studies on the informational justice facet caused a missing link in the presence, or absence, of explanations from the supervisory authority in delivering information. The use of this facet in our research followed the suggestion to complete the assessment of organisational justice research by adding the informational justice facet to the literature.

The practical implications of our findings, with respect to achieving long-term effects, suggest a more productive approach. First, justice and fairness training for supervisors should be organised to make them more aware about their subordinates’ values and preferences in conflict situations. The ultimate goal is to enable employees in power (supervisors) to be aware of, and sensitive to, those with less power and different points of view (subordinates), and consequently enable the subordinates to voice their views when conflicts occur. This is particularly important for a high power distance culture, such as Malaysia, which values a hierarchy where the individuals are willing to accept/expect power to be distributed unequally (Hofstede, 2001). With levels of perceived interactional justice acceptably high, supervisors should seek to strengthen the relationships between conflict management styles and well-being. A deeper grasp of interactional justice will assist both the supervisors and subordinates in better understanding and respecting each other’s behaviour in order to produce a more positive social climate at work.

Second, the styles which the subordinates preferred were shown to have pervasive consequences on their work life. As mentioned above, those who are more integrated in reaching decisions showed lower psychological strain at work, while those who preferred to bargain demonstrate higher psychological strain than their counterparts. Since both dispositional and situational factors determine the styles in managing conflicts, subordinates could be encouraged to remedy their conflict management styles in order to enhance their well-being (Haraway & Haraway III, 2005). Awareness of this mutual-gains negotiation may assist them in learning to act in ways that improve their health. Finally, this gathered information can be used for both supervisors and their subordinates in their organisations’ assistance programmes to combat workplace strain and maintain the work relationships and harmony. Supervisor-subordinate involvement in the decision-making process could reduce threats related to potentially sensitive conflict-triggers in the workplace which could subsequently affect their well-being.

Limitations and Directions for Future Research

The current results reveal several limitations. First, our study relied upon self-report measures, which creates the potential for common method variance. However, as mentioned previously, to address this issue, well-developed theories were utilised to guide the study, relying on valid and reliable data and measures, using a method that is consistent with the purpose of the study, and implementing appropriate strategies in data analysis (Hair et al., 2010). Yet, it is encouraged that future research could assess relevant physiological data (e.g., cortisol levels) and conflict management styles scores that were obtained from dyad sources (e.g., both self and supervisors).

As with all cross-sectional research designs, this study cannot definitively state the causal direction of the hypotheses. Hence, replications with prospective measures with other kinds of organisations (public vs. private), cultures (collectivism vs. individualism) are still needed to assess the causality and generalisability of the association between conflict management styles and subordinates’ well-being. Moreover, in terms of generalisability of the findings, we cannot rule out the possibility that subordinates who were not experiencing ongoing conflicts with their supervisors, and subordinates that were healthy physically and mentally, were the only ones willing to participate in the study. This could have led to an underestimation of the true relations.


A final issue warranting discussion is that depending on the situation, a combination of different styles derived from different set of theories may be more advantageous in making decisions and resolving conflicts. According to a Situational Leadership Theory (Hersey & Blanchard, 1969), a supervisor needs to employ a directing approach, requires a more of dominating style for subordinates who are not able and willing to perform tasks. On the other hand, the same supervisor needs to use a more of compromising and integrating styles for employees who are both able and willing to perform tasks.

It also acknowledged that the intensity and dynamic of conflicts acquire different uses of conflict management styles which build upon the phase of such conflicts. For example, obliging, avoiding, and dominating styles, may be appropriate to use when faced with daily and minor problems in organisations, rather than integrating, which may be more an appropriate style to use with complex problems (Rahim, 2010). Therefore, future studies may consider stating specific problems or situations in which managing supervisory conflicts interactional justice is needed as a helping hand.

NOTE

1. Rahim Organizational Conflict Inventory-II, Form A – used with permission from the Center for Advanced Studies in Management. Further use or reproduction of the instrument without written permission is prohibited.
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ABSTRACT

This paper empirically investigates how the variation of profits affects the relationship between the degree of output market uncertainty and firm investment. Using a primary dataset of 667 firms randomly selected in Vietnam, the empirical results indicate that higher profits mitigate the negative impact of the degree of output market uncertainty on investment by those firms. Specifically, as profits go beyond a certain benchmark, output market uncertainty even triggers investment. Given the results, this paper proposes recommendations that enable firms to make better investment decisions, thereby avoiding over-investment that may lead to debt burden (even bankruptcy) as output markets somehow turn worse. More importantly, the implication of this paper is to help the government devise better policies for moderating competition, containing monopoly, and mitigating corruption.

Keywords: investment, irreversibility, profit, Vietnam, uncertainty

INTRODUCTION

Investment is key to firm establishment and growth. Making wise investment decisions will contribute to improving performance, therefore helping firms grow fast. Mistakes in making investment decisions that lead to over-investment will confront firms with hardships due to output market uncertainty, among others. Over-investment may occur as prior investments have brought about high profits, inducing firm to invest more regardless of output market uncertainty (Lin, Hu, & Chen, 2005; Aggarwal & Samwick, 2006; Deltas, 2006; Pinheiro, 2008; Fu, 2010; Liu & Jiang, 2012). Thus, if output markets go down (for instance, as a result of economic crisis), firms may go bankrupt because of being unable to sell out products as a consequence of over-investment. This episode seems to be prevalent as to firms in Vietnam but few studies have dealt with it.

Vietnam is considered as an institutionally weak transition economy where the government still maintains a tight grip on the economy, especially regarding bank loans, business formation, investment magnitude, and finance (De Jong, Tu, & van Ees, 2012). In such a context, building close relationships (network) with government officials is crucial since it helps firms tackle constraints imposed by bureaucratic procedures, obtain investment (business) licenses, and win contracts, thereby improving performance. Then, bribery can be regarded as an inevitable investment of firms (Peng & Heath, 1996).

The aim of this paper is to examine the impact of profits on the relationship between output market uncertainty and investment by firms in Vietnam, using a primary data set of 667 firms randomly selected from the Mekong River Delta of this country. Findings of this paper shed further light on investment decisions of firms under output market uncertainty and give recommendations for firm managers to make good investments in order to improve performance and boost growth.

LITERATURE REVIEW AND EMPIRICAL MODEL

Capital is an indispensable factor to firm investment since investment depends primarily on the capital that firms have. Jorgenson (1963) assumes that capital markets are perfect, so using either internal or external funds make no difference for firms. In fact, capital market is basically imperfect due to asymmetric information between borrowers and lenders that results in default risk, among others. Hence, to minimise that risk, credit institutions eventually ration credit after raising interest rates up to a reasonable level, as pointed out by Stiglitz and Weiss (1981). If that is the case, firm investment should depend on internal funds, mainly profits (Guariglia, 2008; Engel & Middendorf, 2009).

Meanwhile, when making investment decisions, firm managers do face output market uncertainty because of being unable to know the exact future sales. Market uncertainty stems from the skill of firm managers in terms of gathering relevant information. As time elapses, new information arrives and firm managers take it into account to adjust activities, including investment decisions, so as to make use the most of the socio-economic condition that constantly changes, for instance due to the sovereign cost of borrowing embedded in government bonds (Dergiades, Milas, & Panagiotidis, 2015). Indeed, as government bond yields hike up, the country will face a burden if having borrowed in international markets, and its ability to roll existing debt over at low cost is in fact squeezed. The fact that the country has to roll its debt over at high interest rates is detrimental to its fiscal prospect, making default more likely and the socio-economic condition more unstable.

Such a situation induces Credit Rating Agencies (CRAs) to downgrade the debt rating of the country or assign an increased probability of its default on debt obligations, implying higher borrowing costs in international markets (Boumparis, Milas, & Panagiotidis, 2017). Since both corporate and sovereign debts are subject to the same country-specific macroeconomic risk factors, international creditors would handle their overall exposure to the country irrespective of whether lending is channelled to the public or to the private sector. Consequently, a rise in government debt pushes corporate borrowing costs higher for firms. For those reasons, firms facing market uncertainty for their output tend to postpone investment so as to fetch more relevant information to avoid the risk of failing, if not having to invest to preempt competitors (Dixit & Pindyck, 1995; Guiso & Parigi, 1999; Le, Hermes, & Lanjouw, 2004; Mason & Weeds, 2010; Nishide & Yagi, 2016).

Nevertheless, although firms will invest less as the degree of output market uncertainty increases, the higher the internal funds (profits) firms have, the lower the negative impact of the uncertainty on investment (Minton & Schrand, 1999; Ghosal & Loungani, 2000; Peeters, 2001). Specifically, if profits go beyond a certain threshold, firms will raise investment. Such behaviour is due to two reasons. First, as profits are higher, it is easier for firms to diversify investments, thereby better managing risks. Second, higher profits make firm managers more ambitious in making breakthroughs and optimistic about future business prospects so that they tend to take risk regardless of output market uncertainty. This trend strengthens itself as successes have been previously achieved.

Given the above argument, the empirical model used to investigate the impact of profits on firm investment under output market uncertainty reads as follows:
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In Model (1), INVi is the ratio of planned investment to current total fixed assets of firm i. UNCERi is the degree of output market uncertainty, measured by the coefficient of variation (CV) of expected sales of firm i (Guiso & Parigi, 1999; Lensink, Van Steen & Sterken, 2005). According to those studies, the higher the coefficient of variation of expected sales, the higher the output market uncertainty. Coefficient β1 is expected to be negative since the theory postulates that output market uncertainty has negative impact on firm investment.

PROi is the ratio of after-tax profits to total assets of firm i. Le et al. (2004), Le (2008), and Engel and Middendorf (2009) argue that firm investment is closely related to profits because it is difficult for firms to get access to external funds (for instance, bank credit) due to information asymmetry and limited liability, among others. Therefore, coefficient β3 is supposed to be positive.

UNCERi × PROi is an interaction of UNCERi and PROi, which is employed to examine the impact of profits on the relationship between output market uncertainty and investment of firm i. As just mentioned, several studies (for instance, Minton & Schrand, 1999; Ghosal & Loungani, 2000; Peeters, 2001) identify that the negative impact of output market uncertainty on high-profit firms is less severe than that on low-profit ones. Specifically, as profits go beyond a certain threshold, output market uncertainty triggers firm investment. This argument is clarified by Model (1). Taking the first derivative of INVi with respect to UNCERi gives:
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Expression (2) divulges that if profits are low (PROi → 0), output market uncertainty has negative impact on investment (since β1 < 0) but that impact decreases in magnitude if profits go up. Specifically, as profits get over a certain benchmark (namely, PROi > −β1/β2), this relationship turns positive. If that is the case, β2 should be positive.

To be complete, the empirical model should include other determinants of investment decisions identified by previous studies (for instance, Guiso & Parigi, 1999; Engel & Middendorf, 2009; Polder & Veldhuizen, 2012) such as the irreversibility of used assets, growth rate of sales, degree of competition, bribes, and field of specialisation. Therefore, the empirical model is augmented to become:
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IRRi is the irreversibility of used assets of firm i. To construct this variable, the manager was asked to evaluate the possibility to resell used assets to create variable IRR1i, which takes a value of 1 if the answer is “easy” and 0 if the answer is “not easy.” We also use information about the expected resell value of used assets to create variable IRR2i (i.e., the ratio of the expected resell value of used assets to their replacement costs). Since IRR1i and IRR2i are correlated, the factor analysis technique is used to combine them into one common factor (namely, IRRi = w1IRR1i + w2IRR2i, with w1 and w2 are factor scores) to proxy for the possibility to resell used assets of firm i. According to studies (Dixit & Pindyck, 1995; Guiso & Parigi, 1999), most investment decisions are irreversible because of constraints on reselling used assets. Therefore, if it is easier to resell and/or obtain higher values of resold assets, firms tend to invest more. Coefficient β4 is thus supposed to be positive.

RISKi is used to measure risk attitude of the top manager of firm i. To construct this variable, the manager was asked to choose between two cases: (1) investing a certain amount of money to earn 10% profit for sure, or (2) investing the same amount of money to earn 20% profit with a probability of 50% or nothing with the remaining probability of 50%. The answers are used to measure risk attitude of firm manager RISKi, which takes a value of 0 (risk-averse) for the manager who chooses case (1) and 1 (risk-loving) for the one choosing case (2). Andrade and Stafford (2004) contend that risk-loving managers tend to invest more compared to risk-averse ones since they are more self-confident in own competence, especially in controlling market risk. Therefore, coefficient β5 is supposed to be positive.

DSALi is the annual growth rate of sales by firm i (%). Fast growth of sales means better prospects for firms, so they may make more investment to capture opportunities and expand market shares (Guiso & Parigi, 1999; Guariglia, 2008; Engel & Middendorf, 2009; Yang, Koveos, & Barkley, 2015). As a result, coefficient β6 is expected to be positive.

COMPi is the degree of competition facing firm i, measured by its profit elasticity (PEi). PE were coined by such as Boone (2000) and further developed by Boone (2008), and Polder and Veldhuizen (2012). According to those studies, the degree of competition can be identified by the ratio of percentage change of profit (π) to percentage change of marginal cost (MC), which means:
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Since it is often difficult to measure MC, researchers replace it by average cost (AC). In addition, the average cost of firms that operate in different sectors will be the ratio of total cost (TC) to total revenue (TR), because it is not plausible to add up the quantity of different goods (Polder & Veldhuizen, 2012). In sum, PEi can be written as follows:
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As explained earlier, fierce competition may squeeze PEi. Thus, in order to make it easier to grasp the impact of competition on investment, we use COMPi = |PEi|. Higher value of COMPi means higher degree of competition facing firm i. COMPi2 is used to reveal the presence of an inverted U-shaped (∩) relationship between the degree of competition and investment by the firm. Nielsen (2002), Moretto (2008), Akdogu and MacKay (2008), and Polder and Veldhuizen (2012) assert that firms operating in a less severely competitive environment often have high costs due to moral hazard that results in inefficiency. As competition pressure strengthens, firms are forced to raise investment to mitigate costs, enhance efficiency, and preempt competitors so as to tackle the risk of squeezed market share. Yet, if competition pressure goes beyond a certain point, it becomes too fierce, market niche evaporates and the benefit from investing is no longer promising, firms will then scale down investment. Therefore, coefficient β7 is expected to be positive and β8 negative.

BRIi is the ratio of bribes that firm i paid to government officials to its total assets. BRIi2 is included to detect the non-monotonic relationship between bribes and investment by the firm. If bribed, bureaucratic officials are greased to provide better services to firms, enabling them to take up available investment opportunities. However, despite being bribed, corrupt officials deliberately stay intact so as to urge firms to bribe more later on. If forced to bribe too much, expected profits from investment projects would go down and firms reduce investment accordingly. Thus, there exits an inverted U-shaped relationship between bribes and firm investment as well as growth (Svensson, 2005; Le, 2008). If so, β9 is expected to be positive and β10 to be negative.

MANUi and SERVi are included to test for the possible gap in investment among firms in different sectors (i.e., manufacturing, trade, and services). MANUi takes a value of 1 for manufacturing firms and 0 otherwise. SERVi takes a value of 1 for service firms and 0 otherwise. Coefficients β11 and β12 can be either positive or negative, depending on the environments in which firms operate.


RESEARCH METHODOLOGY

Primary data used in this paper are directly collected from 667 non-state firms in the Mekong River Delta (Vietnam) in 2014. Based on a list of firms operating provided, we randomly select 200 non-state firms in Can Tho city and 100 firms in each of other provinces of the region to interview their top managers, using a questionnaire prepared in advance and corrected after several pilot surveys. Due to unexpected reasons (for instance, such as unable to contact the manager and missing information), we are able to get information from just 667 firms, consisting of 42 in An Giang province (accounting for 6.3% of the total number of the surveyed firms), 24 in Bac Lieu (3.6%), 22 in Ben Tre (3.3%), 44 in Ca Mau (6.6%), 194 in Can Tho (29.1%), 43 in Dong Thap (6.5%), 53 in Hau Giang (7.9%), 43 in Kien Giang (6.5%), 52 in Long An (7.8%), 44 in Soc Trang (6.6%), 24 in Tien Giang (3.6%), 25 in Tra Vinh (3.7%), and 57 in Vinh Long (8.5%).

The data collected include information about general characteristics, performance, actual investment in 2013, and planned investment in 2015 by the firms, among others. To give a full picture of the performance and investment of the surveyed firms, we use descriptive statistics. Then, Tobit model is utilised to estimate the impact of profits on the relationship between output market uncertainty and investment by the surveyed firms.1

FINDINGS

Characteristics of the Surveyed Firms

According to the survey, the average age of the firms is 10 years and their average assets in 2013 is VND146,913 million. A majority of them are liability-limited (accounting for as much as 34.6% of the total number of the surveyed firms), joint-stock (28.9%), and sole proprietorship firms (27.0%). The number of firms that export products accounts for 23.1% of the total number of the firms, in which 87.7% of them operate in both domestic and foreign markets.

Average sales of the surveyed firms in 2013 is VND210,402 million (increasing by 17.4% compared to that in 2012). Their average profit is VND16,761 million (increasing by 6.8% compared to that in 2012) and returns on sales (ROS) is 8.0%. However, the average cost went up markedly (by 18.4% compared to that in 2012). All this implies that the firms had reasonable growth rates but did not utilise resources well, so the cost is high.


Table 1General information about the surveyed firms (2013)



	Indicators
	Mean

	Standard deviation

	Min

	Max




	Age (year)
	10

	9

	2

	52




	Total assets (VND million)
	146,913

	492,392

	130

	6,750,400




	Sales (VND million)
	210,402

	539,048

	50

	5,450,131




	Profit (VND million)
	16,761

	77,904

	–705,087

	1,200,000




	Investment (VND million)
	14,402

	60,835

	0

	793,000





Source: Authors’ own survey in 2014

About 46.3% of the surveyed firms paid bribes and the average bribe per firm is as much as VND192.2 million per year. Bribing seems to be pervasive as 45.6% of the firms did it on purpose and 48.5% deem it as an implicit norm while doing business in Vietnam. Types of bribes that firms use are gifts (accounting for 56.0% of the total number of firms), travel (54.3%), or in cash (52.8%).

Table 2Investment by the firms



	Financing sources
	Investment in 2013

	Planned investment in 2015

	Change in 2015 compared to 2013 (%)




	Amount (VND million)

	% of total

	Amount (VND million)

	% of total




	Equity

	9,472.03

	65.77

	5,142.61

	58.57

	–45.71




	Loans from joint-stock banks

	2,976.26

	20.66

	2,169.25

	24.71

	–27.11




	Loans from state banks

	1,432.91

	9.95

	1,022.82

	11.65

	–28.62




	Loans from foreign-owned banks

	221.11

	1.54

	90.67

	1.03

	–58.99




	Loans from government projects

	30.58

	0.21

	19.34

	0.22

	–36.76




	Others

	269.51

	1.87

	335.13

	3.82

	24.35




	Total investment

	14,402.41

	100.00

	8,779.81

	100.00

	–39.04





Source: Authors’ own survey in 2014

Table 2 shows that the average investment by the firms in 2013 is VND14,402.4 million. Due to economic downturn and suppressed market demand, planned investment of the firms in 2015 is just VND8,779.8 million (decreasing by 39.04% compared to that in 2013). Financing sources for investment by the firms are equity (mainly retained profits) and bank loans that are much less than retained profits. According to the survey, retained profits are the most important financing source of investment by the firms. When making investment decisions, firm managers were also concerned with output market uncertainty. The coefficient of variation of the future sales of the firms is up to 37.7%. Trading and production firms seem to feel more uncertain about markets (with the coefficient of variation of sales of 0.388 and 0.379, respectively) compared to service firms (0.360).

Estimation Results

Before running the regression, we carefully check the assumptions of the regression model regarding multicollinearity and heteroscedasticity. The results show that all the coefficients between independent variables (rij) are smaller than 0.8 (0.002 ≤ |rij| 0.532). Moreover, since the relationship between COMPi and COMPi2 or between BRIi and BRIi2 is nonlinear, this regression does not violate the multicollinearity assumption of the classical model (Gujarati, 2004). We have also performed the White test for heteroscedasticity and found this problem (p-value = 9.436 × 10−13). Therefore, we use the Robust estimation option of Stata to correct it.

The result in column 2 of Table 3 (Model 2a) shows that if not taking account of PROi and UNCERi × PROi, coefficient β1 of UNCERi is negative (−0.124) at a significance level of 10%, implying that output market uncertainty alone has a negative impact on investment by the surveyed firms. Variable PROi is added in Model 2b (column 3 of Table 3) to empirically examine the dependence of investment on profits. Coefficient β3 of this variable is 0.248 at a significance level of 1%, revealing that the higher the profits, the more firms tend to invest.

Model 2c is used to estimate the impact of profits on the relationship between output market uncertainty and firm investment (column 4 of Table 3). The result reveals that coefficient β2 of the interactive term UNCERi × PROi has a positive value of 0.610 at a significance level of 1% and coefficient β1 of UNCERi has a negative value of –0.226 at a significance level of 1%. This is supportive evidence for the point of view that higher profits mitigate the negative impact of output market uncertainty on firm investment. Moreover, if profits go over a certain level (0.369),2 firms tend to raise investment as output market uncertainty picks up.

Our finding is quite identical to those of several studies (for instance, Minton & Schrand, 1999; Ghosal & Loungani, 2000; Peeters, 2001), which divulged that the negative impact of output market uncertainty on high-profit firms is less severe than that on low-profit ones. Moreover, we found that as profits go beyond a certain threshold (0.369), output market uncertainty triggers firm investment, thereby adding interesting evidence to the investment literature.


Table 3Estimation results

Dependent variable: INVi – planned investment in 2015



	
	Model 2a

	Model 2b

	Model 2c




	(1)

	(2)

	(3)

	(4)




	Constant C

	–0.031

	–0.075*

	–0.032




	UNCERi

	–0.124*(–0.047)

	–0.127*(–0.049)

	–0.226***(–0.087)




	UNCERi × PROi

	
	
	0.610***(0.236)




	PROi

	
	0.248***(0.096)

	



	IRRi

	0.048***(0.018)

	0.048***(0.019)

	0.045***(0.018)




	RISKi

	0.102**(0.043)

	0.089**(0.037)

	0.101**(0.042)




	DSALi

	0.002***(0.001)

	0.002***(0.001)

	0.002***(0.001)




	COMPi

	0.004**(0.002)

	0.005***(0.002)

	0.005***(0.002)




	COMPi2

	0.000*(0.000)

	0.000**(0.000)

	0.000**(0.000)




	BRIi

	8.849***(3.385)

	7.708***(2.970)

	7.339***(2.833)




	BRIi2

	–64.419**(–24.640)

	–61.337**(–23.634)

	–55.166*(–21.296)




	MANUi

	–0.025(–0.009)

	–0.022(–0.008)

	–0.024(–0.009)




	SERVi

	–0.052(–0.019)

	–0.051(–0.019)

	–0.058(–0.021)




	Observations

	667

	667

	667




	χ2

	51.240

	77.370

	78.710




	Significance

	0.000

	0.000

	0.000




	Log likelihood

	–346.585

	–333.517

	–332.847





Source: Authors’ own survey in 2014

Notes: Numbers in the first line of each rows are coefficient βi. Numbers in the parentheses are ∂INV/∂Xi. *** 1% significance level; ** 5% significance level; * 10% significance level


Coefficient of IRRi also has a positive value at a significance level of 1%, implying that the easier it is to resell used assets, the higher the level of investment is.3 Likewise, coefficients of RISKi and DSALi also have a positive value at the significance level of 5% and 1%, respectively. Coefficients of other variables (namely, COMPi, COMPi2, BRIi and BRIi2) have expected signs, except for MANUi and SERVi.

Interestingly, we found the inverted U-shaped relationship between bribes and firm investment, meaning that bribes trigger investment but after a certain threshold that positive effect will deteriorate. As a matter of fact, institution plays a key role since it provides firms with guidance and certain routines, thereby reducing economic and market uncertainties (Uzzi, 1997; Graeff, 2005; North, 2005; Bruton, Ahlstrom & Obloj, 2008). However, firms in transition countries face many difficulties due to deficiencies of the legal system and financial markets (Scase, 1997). Therefore, networking turns out to be a common practice and political connections become extremely important for firms in those countries (Yiu & Lau, 2008). This relationship is meant to trigger bribery behaviour of firms in order to create and maintain networks, thereby enhancing the ability to grasp investment opportunities.

Although bribes brought about advantages for firms, after going beyond a certain point bribes may crowd out investments and corrode incentives for innovation (Luo, 2004). In addition, bribes do not necessarily guarantee good performances because firms that have paid bribes may face more severe demands by corrupt officials. As a result, the more bribes firms pay, the more inefficient resources allocation and lower investment would be (De Jong et al., 2012).

CONCLUSION AND RECOMMENDATIONS

Output market uncertainty is a key element that affects firm investment. Nevertheless, the relationship between investment and output market uncertainty depends on profits. Hence, this paper concentrates on empirically examining the impact of profits on the relationship between investment and output market uncertainty of 667 non-state firms in Vietnam using Tobit model. The findings show that most independent variables of the empirical model have coefficients that are statistically significant as predicted by the theory (for instance, output market uncertainty alone has a negative impact on investment of the firms). It is worth noting that higher profits are associated with reduced negative impact of output market uncertainty on investment of the firms. Especially, if profits go over a certain level, an increase in the degree of output market uncertainty induce firms to invest more, so over-investment is very likely to occur.

In addition, the relationship of the degree of competition on investment of the firms has an inverted U-shaped, implying that low degree of competition stimulates investment but if competition pressure becomes too fierce, firms will scale down investment to avoid unexpected loss. The relationship between bribes on firm investment is also in the form of inverted U-shaped while higher growth rates of sales and higher reversibility of used assets do encourage firms to invest more. However, bribes seem to be costly for the firms, so those that have to pay too much bribes tend to invest less.

The findings give some thoughts that should be taken into account to enhance efficiency and ensure sustainable growth of firms. Firms need to set up a specialised department in charge of forecasting market tendency so as to have proper investment strategies that help avoid over-investment adversely induced by high profits. The government may pay more attention to moderate competition. When monopoly exists, it is desirable to remove barriers to firm entry to stimulate them to enter markets. When the level of competition is too fierce, the government may tight up regulations in terms of eliminating inefficient firms to ensure that markets operate effectively.

Moreover, in order to contain bribery phenomenon that seems to be pervasive, there is an urgent need to make administrative procedures transparent. More importantly, the government may reform the salary policy and re-allocate discretionary power to avoid power concentration that makes it difficult to manipulate or extort bribes. In addition, second-hand goods market should be established and endorsed in order to better price used assets of firms, thereby promoting their investment.

NOTES

1. We have also applied Ridge regression to the empirical model and come up with almost the same result.

2. Taking the first derivative of INVi with respect to UNCERi: ∂INV/∂UNCER = −0.087 + 0,236 × PRO. Let ∂INV/∂UNCER = 0 ⇒ PRO = 0.369.

3. Factor analysis results show that IRR − 0.609IRR1i + 0.609IRR2i
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ABSTRACT

This exploratory research investigates how firms upgrade their strategic capabilities for superior returns of current markets and enable their entry into a new industry. The study explores how the current successful entrepreneurs build their organisation’s strategic capabilities and achieve their sustained strategic capabilities in today’s rapidly changing environment. As this is an exploratory study, a qualitative approach is used. We first interviewed the expert academicians in strategic management in order to validate and verify our research instrument. We then interviewed the sample successful entrepreneurs in the rubber industry in the South of Thailand on how they developed and adapted their strategies over time to sustain their competitiveness in the relevant product markets. Finally, a case study is used to illustrate how a successful company of latex product export industry became competitive in its new industry entry. This study finds that there is a positive systematic relationship between organisational strategic capabilities, namely resource-based capabilities (RBCs), knowledge-based capabilities (KBCs), network-based capabilities (NBCs), and organisational dynamic strategies. This relationship is linked to the development of a dynamic, process-oriented strategy that seeks to maintain a higher return on investment and to focus on new markets. This study contributes to the theoretical knowledge of strategic management, and its practical implication is that entrepreneurs should focus on developing dynamic capabilities of their firm to cope with the constantly changing environment nowadays.

Keywords: dynamic strategies, dynamic capabilities, organisational strategic capabilities, rubber wood export, Thailand

INTRODUCTION

Dynamic change is the source of differentiation in today’s competitive business environment; from the scale-based competition to speed-based competition and from tangible assets into intangible assets-based competition. The dynamic change in the business environment also turns the primary use of capital into the use of resources to develop creativity (Dess, Lumpkin, & Eisner, 2007; Pairoj, 2016). Therefore, dynamic organisational development is the major factor for firms to gain competitive advantage. But firms may have to discontinue its current strategies and create new resources that can quickly and continuously respond to the environment (Døving & Gooderham, 2008; Eisenhardt & Martin, 2000; Tushman, Smith, Wood, Westerman, & O’Reilly, 2010). In this regard, it requires the ability of integrated search and resource utilisation, as well as the alignment of strategies to cope with the changing environment (Savory, 2006; Wang & Ahmed, 2007).

The use of innovation as a strategy in firm operation has been widely studied. Innovation plays an important role in the development of organisations, industries, economies, and societies (Byrd & Turner, 2001; Dorf & Byers, 2008). Thus, innovation performance requires strategic capabilities that will improve organisation’s capabilities to reduce friction when facing changes (Hult, Hurley, & Knight, 2004; Hurley & Green, 2005).

Relevant studies undertaken in the past on strategic capabilities and dynamic strategies have only covered some dimensions. For example, Baath and Wallin (2014) describe the components of dynamic strategy and its indicators; Parker, Storey, and Witteloostuijn (2010) assert that organisation growth requires dynamic strategies which are achieved by changing or adapting strategies continuously and learning from successes and failures in the past. This is in line with Sirén (2010) who asserts that strategic learning is a strategic process to create a new strategic analysis framework. In doing so, knowledge management is used to improve the firm strategies for sustainable competitiveness in the rapid environmental changes. For the use of dynamic/flexible strategy development, it is very important that the awareness and ability to cope with environmental change is developed (Feurer & Chaharbaghi, 1995; Tell, 2012).


The study of the relationship between contextual changes of strategic capabilities and major resources is critical to the sustained competitiveness of entrepreneurs in Thailand. It is more critical, especially for those in the latex industry in Thailand which has been ranked number one in the world’s export. The industry currently is facing foreign competitors from countries such as Indonesia, Vietnam, China, and India which have increased their production capacity of latex by 4% per annum. Apart from that, there is also artificial rubber that becomes a substitute product of latex (TMB Economic Analysis Center, 2016). Therefore, Thai entrepreneurs must promptly adapt themselves. In this regard, the Thai government has set an economic policy that supports industrial development with Thailand 4.0 model that aims to develop products from commodity to innovation. Therefore, it is a great opportunity for latex entrepreneurs to elevate from existing industry to new industry.

Studying firm dynamic strategies is thus an important contribution to the understanding of the process of change in direction of firm strategic capabilities for firm performance improvement. The process of change was taken by these firms under uncertain conditions through the coordination and use of the limited resources to create productivity in the form of continuous adaptation in each phase of change. To date, there is no research on the antecedents or the critical factors of dynamic strategy. There is neither systematic explanation of strategy development and adaptation. Therefore, this is a research gap that we attempt in this study to provide a systematic explanation of the organisational adjustment in a dynamic environment. This justifies the importance of the research questions of this study, which are stated as follows:


RQ1: Which factors or abilities of an organisation affect the dynamic strategies and also have an impact on sustained strategic capabilities?

RQ2: How can firm strategic leverage be developed which delivers superior returns on industry-specific competition and organisation-level capabilities towards new industries?



As discussed above, the importance of theory-building purpose and the industry sector (which is the context of this study) is the reason to investigate how firms create their sustained strategic capabilities. This study has, as its sampling frame, the Thai latex exporters who are successful in leveraging their business from upstream to downstream industries and still maintain their competitive position. With regard to dynamic strategies, components, and factors that have an impact on various aspects form a systematic development framework of the entrepreneurs in creating innovation which enhances sustainable business competitive advantage. This study also benefits entrepreneurs who want to leverage their strategic capabilities to cope with the current market volatility.

LITERATURE REVIEW

Understanding Resource-Based View, Dynamic Capabilities, and Dynamic Strategies

This research describes and discusses the relationships among strategic capabilities and dynamic capabilities improvement as well as the resources owned by an organisation to gain competitive advantage, especially the dynamic capabilities that require resources and capacities that need to be created concurrently. The dynamic capabilities will be effective when the organisation has good strategies (Daniel & Wilson, 2003; Roy & Roy, 2004; Teece, Pisano, & Schuen, 1997; Teece, 2014b). Good strategies must be flexible and there are no fixed formulas. Mintzberg’s concept (Mintzberg & Waters, 1985) is considered a flexible concept as it does not give a fixed definition. The interpretation of the meaning of strategy depends on its utilisation in each context in order to come up with the way to achieve competitive advantage.

The term “dynamic strategy” refers to the concept of “dynamic organisational strategy.” It is the management of resources along with the development of organisations to reduce the limits to achieve the target under the constantly changing situation. The goal is to develop a policy direction and the potential to create a competitive advantage with different strategies (Porter, 1991). Most researchers have focused on the development of time frame, with the development of human resources through strategic planning in line with changes to reduce risks (Delahaye, 2005). Consistent with TNS Business Solutions UK (2011), the need to set goals and align resources to address organisational change takes into account the following six key factors: (1) alignment, (2) agility, (3) strategy acceptance or employee buy-in, (4) clear accountabilities, (5) knowledge capital, and (6) integrated business platform. Another interesting point is the definition of dynamic strategies in terms of time (business model), i.e., response to organisational change with strategic capabilities, with time constraints involved. This study explores the strategic ability to reduce the impact of change by responding to a non-prevention system. It is called passive-backup and defense by dynamic integration strategies that have aggressive response strategies (Shanshan, Yong, & Lujie, 2017), and strategic alternatives or emergent strategies to mitigate the impact which can reduce the risk of an organisation’s losses from volatility (Fang, Zhao, Fransoo, & van Woensel, 2013; He, Huang, & Yuan, 2015).


The core competency development of an organisation can be defined by the sustainable competitive strategy to support dynamic change (Lee, Lee, & Rho, 2002). Over the past 10 years, organisational capabilities have been developed or resources have been improved to be dynamic capabilities (Helfat & Martin, 2015). Dynamic capabilities are an organisational capability in a form that focuses on transforming the internal resources and environment in terms of appropriate strategic management and integration of skills, resources, and capabilities (Teece & Pisano, 1994). In fact, the elements or factors that affect organisational performance are not present in the balance sheet (Teece, 2015). Therefore, dynamic capabilities are defined as the ability to have a new kind of process or product innovation by integrating resources to align with change (Helfat et al., 2007; Eisenhard & Martin, 2000; Gimzauskiene et al., 2015). According to the definition of Wang and Ahmed (2007), the ability to change which focuses on the behaviour of an organisation must build or enhance its capacity in the context of external environmental change. Another issue this paper focuses on is the integration of resources in line with the strategies. As a result, the organisation’s original operational systems should be discontinued (Savory, 2006). Dynamic capabilities arise from the interaction of the growth of the organisation and the transfer of business models, the consistency between the organisation, and the effectiveness of its adaptation occurs most often when it comes to cooperation, i.e., within foreign companies (Teece, 2014a). One of the main considerations of this research is that dynamic capabilities are also tools for strategic analysis. It is important to have a consistency which must be observed in all three areas: resources, strategies, and environment (Winter, 2003; Doving & Gooderham, 2008).

The resource-based view from a dynamic perspective is about the ability of firms to adapt their resources to cope with constantly changing environment (Barreto, 2010; Leskovar-Spacapan & Bastic, 2007). According to Porter (1991), the ability to change in the form of dynamic capability is rooted from dynamic theory of strategy. The major components that are the origin of the compatible strategies and must be constantly improved are critical resources of the organisation and the flexible organisation structure. Therefore, this research aims to explain how systematic relationships between organisational strategic capabilities, dynamic capabilities, and strategic change create strategic effectiveness of the organisation.

Organisational Strategic Capabilities

An organisational strategic capability is another view of tangible and intangible resources that serves as an alternative to strategic planning and capabilities which need to be managed in order to integrate the organisation’s ability to integrate multiple capacities (Kaleka, 2002; Ngo & O’Cass, 2012; Theodosiou, Kehagias, & Katsikea, 2012). The current strategic philosophy that leads to the development of strategic capabilities is time management, technology management, relationship management, and the management of knowledge (Jacome, Lisboa, & Yasin, 2002; Walters, Halliday, & Glaser, 2002). Organisational strategic capabilities are the skills and capabilities of organisations that develop strategic assets to be useful and aligned with strategy and strategic alternatives that serve as their business guidelines (Di Benedetto, DeSarbo, & Song, 2008; Zhou & Li, 2010). In particular, technology assets can create superior products to meet the needs of customers quickly and overcome technical problems of the organisation (Eesley, Hsu, & Roberts, 2014). Most studies have found the same effect: organisational strategic capabilities have a positive influence on organisational performance (DeSarbo, Di Benedetto, Jedidi, & Song, 2006; Song, Di Benedetto, & Nason, 2007). Organisational strategic capabilities may act as interventions between strategic alignment and organisational performance, by providing managers with an easier understanding of strategic change mechanism functions (Hao & Song, 2015). For an organisation that focuses on high performance, it is important to integrate skills, technology, behavioural management, and workplace values into organisational strategic capabilities (Evans, Pucik, & Barsourx, 2002).

Organisational strategic capabilities refer to having resources connected to firm network and being capable to make a difference compared to other organisations. In other words, different types of resources have different effect on the organisations’ capabilities (Mata, Fuerst, & Barney, 1995), especially knowledge or knowledge management in various forms, such as tacit knowledge and explicit knowledge. The knowledge of personnel can be developed into knowledge of the organisation (Nonaka & Takeuchi, 1995).

Some studies related to network building through the view of knowledge and competency explain the importance of skillful human resources who create networks (Robert, Mumin, & Thomas, 2015). Suli, Wei, and Jian (2011) identify patterns of problem solving by using knowledge management capabilities together with the informal structure network. Thomas and Hans (2003) assert that when an organisation can integrate knowledge resource with communication and knowledge exchange in the existing organisation structure, this affects organisational network capabilities. With regard to mutual information sharing and exchange, this can be explained in terms of the relationship and mutual cooperation to network-based resource that interconnects the organisations for the purpose of resource exchange, such as knowledge, technology, etc. The cooperation must be mutually independent (Hareebin, Aujirapongpan, & Siengthai, 2016).


The Relationship between Strategy and Critical Resources

Connecting strategic capability improvement through supportive factor capabilities and resource-based view from a dynamic point of view is originated from the rapid life cycle of goods or products in the market and rapid expansion of technology. This leads to the imitation of competitor’s products (Ireland, Hoskisson, & Hitt, 2006). With regard to dynamic capability, it is the behavioural determination of an organisation to integrate, restructure, restore, and create new resources and major potential to respond to environmental changes in order to achieve competitive advantage and business sustainability (Helfat et al., 2007; Wang & Ahmed, 2007). Therefore, to start before the competition get fiercer among the rapid life cycle of products in the market and create new capacity is a major question which the organisation’s management has to make decisions and implement which shall determine firm’s long-term operation (Thomas, David, Alan, & Chuck, 2014) and hence sustainability.

From a dynamic view, Mintzberg has proposed a planning concept that leads to implementation. This dynamic view starts from intended strategies, emergent strategies, and strategic learning which are the system feedback to improve or adapt the plan continuously (Mintzberg & Waters, 1985). In the following sections, we review the theoretical literature on dynamic strategy development, the process which is composed of intended strategy, emergent strategy, and strategic learning.

Intended strategy

The intended strategy of the organisation is important for setting the mission and direction of business operation which are the keys to winning over the competitors under its owned resources (Hamel & Prahalad, 1990). The firm’s competitive strategy must be related to the effort to benefit from its resource utilisation which affects the entrepreneur’s ability to compete (Mishina, Pollock, & Porac, 2004). Apart from that, firms need to seek opportunity and identify limitations related to the external factors, so that the firms can set appropriate strategies (Porter, 1998). Therefore, the creation of dynamic strategy must take into account the environmental changes and strategic orientation of the organisation which are part of competitive strategy at the business strategy level (Chen, 1996; Chen, Su, & Tsai, 2007; Nadkarni & Barr, 2008).


Emergent strategy

Emergent strategy will occur when the intended strategy is implemented but not realised as planned (Mintzberg & Waters, 1985). This adjusted strategy is important and it is the indicator of the flexibility of strategy to respond to changes. There is an organisational learning that will enable firms to cope with changes and support the planned strategy to be coherent (Fuller-Love & Cooper, 2000; Jett & George, 2005).

The adapted strategy should be used with the planned strategy that is set by the management for flexibility to solve problems at hand or certain critical situations (Moncrieff, 1999). Apart from that, the organisation must be able to sense the sign of change in order to analyse the influencing factors and create a framework or agreement within reporting structure and the joint utilisation of available resources with external organisation by focusing on more flexible system (Arlene, Andrew, & Grant, 2001; Effie, Ozcan, & Denis, 2016).

Strategic learning

Learning is a strategy of organising (learning approach to strategy) through experiments and feedback for continuous planning and improvement (Marquardt, 1996), such as short-term or long-term strategic planning which must be reviewed on a yearly basis, turning information both inside and outside the organisation into policy and translated into implementation at the operational level (Fiol & Lyles, 1985).

Strategic learning is the critical component of dynamic strategy development. It enhances the dynamic nature of the strategic capability building. This stage is to investigate the change or even the patterns of the responses to business opportunities (Moncrieff, 1999). Baath and Wallin (2014) assert that firms should focus on strategic learning in their research because in the business with high growth rate, uncertainty is also high. Therefore, the strategic learning capability of the organisation must be continuously developed. It is a double-loop learning which is learning to fix the situation, activity, or experience to create compatibility with the strategic need and learning to aim for improvement in the future.

Therefore, this current research defines dynamic strategy capability improvement as follows: “Dynamic strategic capability improvement is the ability to create efficient strategic procedures in every stage of business operation. It has an impact on the effectiveness of organisation for resource management and organisation improvement to be ready for the changing environment both within and outside the business with limited resources” (Baath & Wallin, 2014).


From the literature review described and discussed above, it is clear from the systems perspective that both internal and external supporting factors affect dynamic strategies. These factors consist of organisational strategic capabilities, dynamic capabilities, dynamic strategies, and strategic effectiveness for organisation performance.

METHODOLOGY

We developed a draft research instrument for the in-depth interviews with the experts in strategic management to validate the interview instrument drafted based on the relevant literature review in the first stage. We then conducted a qualitative study using the revised interview protocol with the group of sample entrepreneurs to collect data and information from the sample entrepreneurs in the latex export sector. This is the grounded theory approach to study some specific phenomena from many point-of-views in order to seek meaning in strategic management and bring the obtained information both from the in-depth interviews and secondary sources of information to develop the conceptual framework. The data and information obtained from these sources, i.e., experts in strategy and entrepreneurs and secondary sources of information were then analysed in order to ascertain the theoretical linkage among the relevant factors. The data collection was conducted during June 2016 until January 2017. Details of the research methodology of the study are described below:


	Step 1: The researchers consulted five academics who are expert in strategic management on the draft research instrument (interview protocol) to validate its content which was based on the theoretical literature review. Then, a frame of reference or the structure of the questions about dynamic strategy and organisational strategic capabilities is finalised and used to interview the sample entrepreneurs. Based on the interviews of the academic experts, their views and issues are summarised in Table 1.

	Step 2: We conducted direct interviews or phone interviews with 15 sample entrepreneurs in different sectors as follows: export business (3), hotel business (3), contractor business (2), retail business (3), hospital business (2), and IT parts business (2). These sample entrepreneurs were identified and selected from previous local research (from the ranks of outstanding domestic industries 2016) that indicates their ability to adapt and become competitive in their business in spite of several constraints and limitations in order to identify factors related to the use of competitive strategy currently in Thailand. Then, a factor analysis was performed to identify the significant constructs which subsequently answers our research questions. The data and information about this stage of the research were gathered from July 2016 to October 2016.

	Step 3: We consulted the same five academics who are expert in strategic management again about the result of the factor analysis in order to review and ascertain the theoretical validity of the importance of identified variables.

	Final step: We then discussed the results obtained in Step 3 with five sample entrepreneurs of rubber wood exporting business who are successful in elevating the organisation to downstream industry for not less than seven years. By using the view of the academics and relevant factors or variables obtained to set the issues for discussing and assessing what the entrepreneurs do in their actual implementation, we then identified a set of indicators of dynamic strategy. This stage of data collection was undertaken from November 2016 to March 2017. The details of these procedures will be illustrated in the case study in the subtopic entitled “The Development of Sustained Strategic Capabilities.”



Table 1Academics’ view on dynamic strategy and organisational strategic capabilities



	Issue

	Detail




	1. Definition of dynamic strategy

	Procedures or strategic capabilities that affect the effectiveness of an organisation in coping with change and adapting strategic direction as well as the implementation and enhancing organisational flexibility to respond and sense the significance and direction of changes. In addition, there is also a feedback system for organisational learning to improve the organisation innovative capability.




	2. Organisational strategic capabilities

	



	2.1. Resource-based perspective

	A strategic resource that is important for achieving competitive advantage which may be due to the organisation’s capacities, such as organisation structure, organisation culture, standard operating procedures, or even the type of competitive strategies chosen.




	2.2. Knowledge-based perspective

	Procedure of knowledge development from the creativity or experiences of the personnel, access to knowledge that is useful for innovation creation. Such factors are important for strategic learning.




	2.3. Network-based perspective

	Cooperation for resource exchange caused by relationship system or specific cooperation due to certain constraints that do not allow implementation according to the intended strategy.






FINDINGS

Capabilities Affecting the Organisation’s Dynamic Strategies

Based on the in-depth interviews with the 15 sample entrepreneurs, we identified issues that are significantly similar and different which we have classified into two main categories, namely, organisational strategic capabilities and dynamic strategies. The detailed results of the research are summarised in Table 2.

Capabilities Enabling Development of Dynamic Strategies

Strategic capabilities of the organisation are the supporting factors to develop the needed required capabilities. According to the interview with the sample entrepreneurs, it is found that organisational resources are very important for strategy driving. This is the capability which enable organisations to efficiently use the existing available resources that the competitors cannot imitate. Apart from that, there is an importance of resources generated from their network, which is generated due to the constraints faced by the organisations themselves, such as lack of expertise, necessary technology, innovation, etc. Therefore, this necessitates the resource exchange to enhance the organisation’s competitiveness. These capabilities as organisational resources can be divided into three types as follows:


	Resource-based capabilities (RBC)
It comes from the sample entrepreneur’s reflections on the awareness of the different valuable resources and the difficulty of imitation resulting in a firm competitive advantage. According to the expert opinion, the resources can be classified into five categories namely, financial resources, physical resources, human resources, technological resources, and organisational resources. In the perspective of strategic resources of the organisation, the important drivers of the strategies are structural system of organisation management, organisational culture, and leadership, since they are the capabilities of internal organisation management that will lead to improvement of strategy-implementing efficiency.



	Knowledge-based capabilities (KBC)
It is the analysis of the supporting factors of knowledge improvement process with dynamic features that are related to data, information, knowledge, and activity management. It also includes experiences, beliefs, values, and creativity of employees in the organisation. The linkages of strategic capabilities show that knowledge management is important to clearly communicate and promote the organisation’s vision and policies throughout the organisation, to clarify strategy.



	Network-based capabilities (NBC)
A NBC is the mutual cooperation that is linked together by group relationship. These can be at the level of the individual, working group, or organisation exchanging resources. It can be both formal and informal relationship systems. Such a network is actually the competitor in the same product market, but the specific cooperation can lead to competitive advantage and still maintain the existing customer base by preventing them from changing the target for new and other firms. Therefore, the concept of network is important for organisation’s capability improvement, but it needs to be under the condition of network management that is established to create stability of needs of the network members.





The interviews with the sample entrepreneurs can be summarised into sub-component in each factor as shown in Tables 2 and 3.

Based on the literature review, we have identified this as a priori model which is composed of the following factors influencing the organisation’s strategic capabilities: (1) intended strategy, (2) emergent strategy, and (3) strategic learning. The in-depth interviews with the academics also suggest that these three components are important to strategic capability improvement. In addition, the explanation of 15 entrepreneurs further supported the importance of these following indicators.

In the strategy making process, it must be long-term plans and it must match with strengths and weaknesses of the organisation. The strategy making must result in plans or programmes and it must show the budget plans in order to follow the strategy, as well as the procedures to show the plan to use available resources in their operations to maximise effectiveness of the organisation.

For the emergent strategy, the interviews with the sample entrepreneurs suggest the same view that strategy implementation has many obstacles, such as inadequate resources like personnel, manufacturing factors, technology, and laboratory. Therefore, the performance is inefficient. Mostly the challenges they face are inadequate skilled personnel since the existing manpower are overloaded with other works. One of the sample entrepreneurs said:


Most of the personnel are on the production line and are labour-intensive. They are very skilled in their work. At present, the supervisory personnel are graduates in mechanics recruited from vocational high school. There is a lack of research and development personnel to work for the improvement of the quality and production of rubber. This group of personnel is the most lacking in Thailand. Many companies solve this problem by employing knowledgeable personnel from abroad.



Table 2Components and indicators of dynamic strategies affecting sustained strategic capabilities



	Organisational strategic capabilities
	Indicator




	RBC

	




	
	Organisational structure


	Strategic orientation, self-managed team, formal and informal organisation.



	
	Organisational culture


	Acculturation, openness, cultural integration, culture of adaptabilities, learning group, and entrepreneurial styles



	
	Leader


	Challenges seeking, need of control, formulator and implementer, potential force, expert power, and control over resources.



	KBC

	




	
	Expertise capabilities


	Strategic expert, product expert, commitment to learner, external awareness, resilience, and service maturation.



	
	Technology subsystem


	Communication technology, collaboration technology, storage technology, and management information system.



	
	Knowledge centre


	Executive information system, individual memory, information memory, connection memory, structural memory, and cultural memory.



	NBC

	




	
	Resource access


	Finding network partners, managing network relationship, leveraging network relationship, network maintenance, and resource sharing.



	
	HRM activities


	Personnel recruitment and selection, personnel development, performance management, and labour relations.



	
	Integrated communication


	Formal communication, informal communication, content, channels, and continuity.




Note: Factors identified in this research are from the 15 in-depth interviews.


The last component of dynamic strategy is the strategic learning which is the method or procedure to assess the possibility or approach of evaluation, which can improve or help develop the performance indicators of chosen business strategy to ensure that the organisation is moving towards its goals, what problems that the organisation is facing with during the strategy implementation, and whether there are any changes required in the intended strategy. For example, in a complex dimension, an entrepreneur shared that:


According to the improved strategy implementation, the target or goal needs to be changed. We found a better business opportunity than the intended target. In the process, there is a strategic learning that proves that the intended target does not match the current situation and there is no possibility that it is suitable with the existing resources owned by our company.



The strategic learning is thus the important process that may lead to new target that brings success to the organisation in the future.

Therefore, dynamic strategy, consisting of intended strategy, emergent strategy, and strategic learning is a construct that can simultaneously enhance organisation performance and elevate strategic capabilities of the organisation. It is the process that requires continuity and requires supporting factors for dynamic features as a basic and important foundation to drive the organisation strategies for organisational changes to achieve competitiveness.

The Development of Sustained Strategic Capabilities

Entrepreneurs of rubber wood export industry in Thailand

Rubber wood export business is quite good since the demand of rubber wood of China has been increased due to the growth of the wooden furniture market in the country and also its export growth to other countries. Thai competent entrepreneurs started to increase the production ratio of rubber wood furniture and rubber wood products in order to increase value for export and to join force to realise the Thai government policy in bringing the country up to “Thailand 4.0” model. This model requires at least three major dimensions of change, which are (1) change from “commodity” production to “innovation” products, (2) change from adopting new technology, creativity, and innovation to industry sectors, and (3) change from production sector-focused to more on service sector-focused. According to such policy initiative, the government has supported rubber wood industry systematically and completely, starting from doing research to improve rubber wood quality, supporting product design to promote a high-quality product.

Therefore, the entrepreneurs need to get ready for this new challenge of organisation, adaptation or organisation capability enhancement. We interviewed and discussed with the entrepreneurs to identify the approaches used to enhance their strategic capabilities which lead to innovation creation and capacities that affect their dynamic strategy.

Organisational strategic capabilities

The organisational strategic capabilities are the ability of firms to effectively use available resources through continuous strategy making to support their operation. The five sample rubber wood entrepreneurs have jointly agreed on the development of the similar overall strategies in the industry. However, they create differences in the capabilities by integrating strategy in the context of each organisation and discussion of planning. Strategic decision making can be divided into three strategic directives as follows:


	To develop latex and rubber wood products by improving technology in midstream material quality and latex and rubber wood product testing room in order to improve quality and standard of Thai latex and rubber wood products.

	To develop personnel in research and design, and technicians in latex and rubber wood product industry.

	To create and develop a database of Thai latex and rubber wood product industry by surveying and gathering data, news, and technological direction, as well as standards related to Thai latex and rubber wood product industry.



According to the three strategic directives mentioned above, additional factors are identified as indicators used by the 15 sample entrepreneurs. These indicators are adjusted in order to indicate the capability that will affect strategic capability improvement. The details are described in Table 3. The variables are categorised by element, key resources, development of temporary dynamic capabilities, strategic capability improvement, and sustained strategic capabilities.


Table 3Supportive factors to strategic capabilities improvement of the Thai rubber wood product exporter
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The upgrading of strategic capabilities to innovation capabilities

For the entrepreneurs who want to implement new strategies in order to adjust to the change of export, i.e., by selling furniture instead of rubber wood and by creating more value added in the products, there must be necessary operational guidelines. This includes the appropriate area (market) analysis, knowledge sharing process, processing technology, environmentally-friendly rubber tree growing, information system, rubber market system/logistics, and clarity of management and government support. The most important aspect of such changes is that the entrepreneurs must create compatibility of resources and efficiency of response to the environment through flexibility and effective strategy making with the following procedures.

For the intended strategy, these sample entrepreneurs did the following:


	They set their organisational goals, such as creating the awareness of the brand of their furniture products, searching for new target markets by avoiding major traders in order to enter into a new industry.

	They established the policy for operational guidelines for furniture market analysis, knowledge absorption, technology, and innovation creation with the support and encouragement of university-business incubator project and the government support. One of the sample entrepreneurs said: “The workforce nowadays lacks of skill to use modern manufacturing tools and lack of product design skills which are needed for value creation of products.”

	Action plans are developed to create marketing channels, recruit, or develop research and design personnel to become an expert and who will understand the trading rules and regulations of the European Union (Forest Law Enforcement, Governance and Trade or FLEGT) in order to export furniture to Europe.



Emergent strategy

We found that in order to be able to adapt their business strategy to respond timely and effectively to the changing environment, the sample entrepreneurs had undertaken the following:


	Developing a dynamic sensing system to detect impact factors or a trend of demand of furniture market and change the approach and frequency of communication within the organisation at every level. Some entrepreneurs mentioned that: “There are many ways to help us sense the impact factors.”

	The experiment is performed to test the assumptions to assess the possibility of the strategies by trial and error and to test the forecast of competitors’ responses and plan to deal with digital marketing in order to adjust the marketing promotion programmes to achieve the highest response from the customers by adding a variety of products, such as dining table set, living room furniture, cabinet, as well as garden furniture. In addition, there are also rubber wood export products in the form of finished products, semi-knocked-down products, or complete-knocked-down products.

	Adjusted resource allocation of long-term investment to a short-term investment based on the similar studies undertaken in the same organisation. This practice creates variety in the resource allocation for the experiment. They also operated on a project basis as well as develop open collaboration with external organisations.



Strategic learning

These sample entrepreneurs demonstrated their strategic learning in the following ways:


	They follow up, scan, and analyse the environment to continuously run their business using reliable information. For example, an entrepreneur said that: “We create compatibility of furniture demand and current economic conditions by learning about consumers’ taste in various countries by offering modernised products with quality and standard. This is the result of the development of the product models that are in line with the consumers’ need in various markets. In addition, the products are also promoted in many countries.”

	Creating in-depth knowledge of rubber wood furniture industry to enable all concerned parties to correctly and timely understand the strategic management process and understand the current situation of the business and the anticipated changes in the future.



Another perspective obtained from the in-depth interviews of these three sample entrepreneurs is strategic learning that can elevate firm’s midstream to downstream industry. They agreed that it must be the learning that can create new sustainable capability in the competition. This needs to start from development or resource seeking, capability to sense and search opportunity. It is important for entrepreneurs to indicate and create new opportunities. All these are to improve furniture manufacturing industry or the materials processed from rubber wood thoroughly and to be able to compete at international level, starting from manufacturing system, quality assurance, product development, financial management, and marketing in order to increase capability to compete in the global markets.

DISCUSSION

Factors Affecting the Dynamic Strategies and Sustained Strategic Capabilities

Dynamic capabilities are newly created capabilities upgraded to new capabilities that are consistent with changing environments to respond to innovation at the time of entry into the marketplace (Teece et al., 1997). This is the result of the organisation’s ability to innovate through integration of changes in the patterns of internal and external processes to optimise productivity, product design, and service.

The theoretical implications of the sustained strategic capabilities are that the use of knowledge strategies drives organisational decision-making (Roozbeh, Mohammad, & Atieh, 2016; Yun, Jung, & Yang, 2015). Using strategic learning capabilities as part of a holistic process creates a continuous organisational behavioural process (Baath & Wallin, 2014; Moncrieff, 1999). Factors of strategic upgrading, such as technological resources being built, are new capabilities in research, development, and cost reduction (Doordarshi, Jaspreet, & Inderpreet, 2013; Ahenkora, 2012; Parnell, 2011; Sanchez, 2012). Finally, there is a relationship between dynamic strategies and performance (Ogilvie, 1998; Feurer & Chaharbaghi, 1995; Cappel, Wright, Wyld, & Miller Jr., 1994; Mintzberg & Waters, 1985). In Thailand, research that is concerned with the strategic upgrading of the rubber business is very rare. A study on resource availability by Punninon (2015) found that there is a positive relationship between resource availability and firm competitive advantage through export strategy. However, the study did not develop a holistic conceptual framework for explaining relationships in which inputs, moderator variable, process, and outcomes include links of elevation. Based on the field in-depth interviews, we have been able to see the overall picture and identified several issues and indicators of various organisational resources that affect dynamic strategy. We also find that in term of theory building, there are linkages between the systems theory that explain firm strategic capability improvement and their ability to shift from midstream industry to downstream industry. In order to show how these sample entrepreneurs develop their strategic capabilities, the description and discussion of the findings are provided below.


Organisational strategic capabilities

Organisational strategic capabilities that affect a dynamic strategy include RBC (organisational structure, organisational culture, and leader), KBC (expertise capabilities, technology subsystem, and knowledge centre), and NBC (resource access, HRM activities, and integrated communication). These strategic processes that are resource-restructured respond to changes in the marketplace. The processes include integration and reconfiguration to suit the changes occurring (Eisenhardt & Martin, 2000).

For the RBC, an organisation’s internal management capability affects efficiency of strategy implementation to create value added in the process. Three sample rubber exporters agreed that:


Sending a research team to an incubator of a university with expertise in rubber products can lead to an innovative product, based on the knowledge of materials science, marketing, and manufacturing technology. This depends on the clarity of the entrepreneurial strategy and the technological rights of the university.



This team building affects new strategy development and enhances competitiveness through innovation (Tina et al., 2002; Elbanna, 2016). The organisation may have to initiate activities to develop the organisational culture that serves to blend all together. This research finds that network has a significant role. Therefore, the integration of organisational culture is important for the creation of new ideas and supportive to the creation of innovation (Ginevicius & Vaitkunaite, 2006; Genç, 2013). The organisational leaders must search for challenge without being afraid of failure. They must expertly use their management authority as well as controlling resources in order to achieve efficiency (Bass & Avolio, 1997; Chang, 2015; Prasertcharoensuk & Keow, 2017).

Knowledge management capability in the dynamic environment relates to dynamic strategy. It especially pays attention to the expertise, capability in the form of tacit knowledge that is developed over time until accepted as knowledge champions (Dooley et al., 2002; Kawamura & Vlaseros, 2017; Tiwana & Mclean, 2005). The organisation must create a next generation version of knowledge champions to replace the turnover rate or retirement (natural attrition) rate. There is a rubber exporter who said that: “Those who are knowledgeable about economic trends and export to new markets, especially CLMV (Cambodia-Laos-Myanmar-Vietnam) and new frontiers have continued to grow. They are highly ranked as one of the world’s leading and most knowledgeable persons in the rubber and plastics sectors, the rubber and sheet rubber materials have to be developed as innovative products.” These knowledgeable people are important for the exchange of knowledge and knowledge transfer strategies within an organisation (Hansen, Nohria, & Tierney, 1999; Jones, Herschel, & Moesel, 2003).

The last component is network capabilities. This perspective focuses on formal and informal relationship of people, working group, and organisation in order to exchange resources. The network also involves drafting organisation strategy to change the policies and work plans leading to the exchange and sharing of needed resources (Phichai, 2009), and to get knowledge about the rubber industry. Through the network, there is an opportunity to meet knowledgeable people and share experiences in developing proposals. They can create a joint research network on rubber industry between and among agencies. They also get practical research problems that meet the needs of foreign customers. This may be a form of resource access (Knoke & Yang, 2008; Mattsson et al., 2015; Ritter, 1999).

In this regard, these three capability perspectives or supporting factors of dynamic strategy depend on the coherence or compatibility of various factors related to the context with which each organisation or industry is facing. Although paying attention to the guidelines and strategy under the responsibility of one division or department is good, but it also has to comply with the corporate-level strategy or business-unit-level strategies. This is because the competitiveness of an organisation results from the ability to create compatibility of the organisation’s overall strategies (Pearce & Robinson, 2003; Porter, 1998; Thomas et al., 2014).

Components and indicators of dynamic strategies

The newly created capability was elevated to a new capability in response to the changing environment that corresponds to the innovation that meets the current market needs (Teece, 2014a). Strategic dynamic capabilities enhance the ability of the organisation to implement its strategy for change from an environmental perspective (Manu & Sriram, 1996).

Baath and Wallin (2014) found that components of dynamic strategy are dynamic strategy development and strategic learning. However, in this research, we have further defined that the components of dynamic strategy are intended strategy, emergent strategy, and strategic learning. These three components are systematically demonstrated in connection with the sample entrepreneurs’ strategy improvement. The indicators of the discovered dynamic strategy for the sample respondents are as follows:


	Setting the business strategy plan of the market and adjusting and allocating resources from long-term investment to include a ratio of short-term investment.

	Having a system of prompt environmental change monitoring, assessment, and analysis.

	Flexibility to allow implementation of backup plan concurrently and systematically with the main plan of the organisation without losing target opportunity due to risks.

	Creating new knowledge in order to solve the problems due to internal and external changes.

	The speed of the response to strategic knowledge of the personnel.

	Communication of knowledge obtained from strategic decision making to further enhance the implementation of organisation chosen strategies.



Such indicators are developed by Mintzberg and Waters (1985) which are also included in these three components.

The linkage of all these factors identified in this research is shown in Figure 1. Organisational strategic capabilities (RBC, KBC, and NBC) must be adapted to the capacity of the organisation to develop as a dynamic capability; so it goes into the dynamic strategy process with the three components above. At one point, feedback is a strategic learning in two ways: (1) learning to develop strategic capabilities to outperform the current market and (2) learning to develop strategic capabilities to boost the organisation’s entry into a new industry. Thus, this creates a cycle of creating sustained strategic capabilities through organisational dynamic capabilities and strategies.

Strategic Leverage for Industry-Specific Competition and Organisation-Level Capabilities towards New Industries

What is the strategic importance of improving the competitive advantage of the industry and the ability to upgrade the organisation to new industries? To answer this question, we have addressed two relevant issues which are: (1) Enhancing the strategic ability to generate superior returns (develop strategic capabilities) in the same industry as the development of temporary dynamic capabilities by gathering/using existing resources, strategic practices, and value creation which is the dynamic strategy. It also focuses on maintaining a competitive position in the market by managing the risks of long-term investment and integrating important activities with a sustainable competitive advantage. (2) Upgrading the organisation to new industries (leverage of new industries) which is the strategic learning of the market orientation, organisational process, and capabilities which require the organisation’s processes to create new knowledge, to create innovative products in collaboration with the network. It is a new organisational ability to focus on new markets by seeking partners for opportunities and sharing resources with its social capital. The advantage of human capital is that it creates innovative work and leads the way to a change in sustained strategic capabilities (see Figure 1).

The theoretical contribution of this study is that it has broadened the strategic management concept in addressing the issues of organisational competence in particular such as: First, RBC that require leadership qualities. These leadership qualities are the abilities to anticipate future changes in the industry. Strategic intuition is the ability to have a strategic instinct to synthesise a strategy or a way to compete for organisational success (Lewis, Spears, & Lafferty, 2008; Dane & Pratt, 2007; Duggan, 2013). Second, KBC that require business analytic capabilities as a tool for the organisation to create analytical capability, empower executives to make decisions to solve business problems (Yang & Chen, 2007; Davenport & Harris, 2007); and third, NBC that create business networks to enable them to expand their business base or exchange mutual resources under shared interests (Walter, Auer, & Ritter, 2006; Ranganathan & Rosenkopf, 2014; Bayne, Schepis, & Purchase, 2017).
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Figure 1. Conceptual framework




For practical contributions, this research has identified supporting factors that contribute to the dynamic processes that play an important role in business operations. At present, the entrepreneurs focus on the view of the network. This can reduce many limitations. It also contributes to the improvement of the organisation or even the development of human resources as knowledge champion within the organisation as a strategic and product specialist (Hansen et al., 1999; Jones et al., 2003). The use of power to control the resources of the leaders is based on adaptation of the strategy to the network (Chatzkel, 2003), the exchange of resources, and the development of personnel through learning between organisations to absorb knowledge. Thus, the issue of network factors can directly and indirectly affect the sustainability of today’s competition (Gopalakrishnan & Santoro, 2004; Johnson & Johnson, 2006). Factors leading to the necessity to develop dynamic strategies are external environmental change. The change may be due to the management’s intentions to use modern management tools such as digital transformations, disruptive innovation labs (Christensen, 2013; Darrell, 2009), etc. Management of information system and knowledge management are developmental sciences of modern organisations in the world. They also increase the potential of the entrepreneurs, including firm productivity and innovation of the organisation (Quintas, 2002; Freeze, 2006; Plessis, 2007). Finally, cooperation in the business network with innovative performance will rely on the following elements and support: government agencies, partners, coordinating units, and research and development organisations (Zeng, Xie, & Tam, 2010). These organisations are useful for entrepreneurs who want to make changes within the organisation to enhance their creativity by seeking outside cooperation (Antikainen, Makipaa, & Ahonen, 2010).

The current rubber processing business is interesting because it is a business that is expected to grow in the future and Thailand has the advantage of being a major producer of rubber. It is also a high-return industry where investment may be required to build a relatively large facility to create an economy of scale and value for technology. Therefore, upgrading the strategy requires resources such as product expertise, technology know-how, and win-win mindsets with their networks. For example, by setting up joint ventures with Malaysian entrepreneurs with market insights, the needs to control the industry from the beginning to the end will be less which can leave the performance of the industry to the market forces. A network of distributors and freighters covering ASEAN countries, China, South Africa, United States, and Europe can also increase bargaining power in international markets for such joint ventures.


CONCLUSION

This study examines the new performance model of strategy development to achieve organisational objectives of superior returns in its current industry. We also examine how firms leverage their current capabilities to enter a new industry through dynamic processes which respond to the needs of the industry and current market volatility. This study also integrates the concept of resource-based view, dynamic capabilities, and dynamic strategy. We find that our priori conceptual framework based on the relevant literature review is further refined based on the in-depth interviews of about 20 successful entrepreneurs in the rubber wood export industry. Other empirical findings are as follows: (1) supporting factors that result in dynamic processes include organisational strategic capabilities (RBC, KBC, and NBC), and (2) forms of holistic strategy development linked to resource factors. Organisational competence can be explained by systems theory with feedback or strategic learning.

The pattern that emerged was a new concept in term of decision models to develop an entrepreneurial strategy. This is because both leverage of new competencies and development of strategic capabilities have its focus on potential markets. Organisational processes and the capabilities of the organisation are two different aspects. That is, leverage of new competencies must be developed. Organisational strategic capabilities in a dynamic form called the development of temporary dynamic capabilities which rely on the organisation’s processes to build new knowledge of innovative products through collaboration with networks. Then, this will be upgraded to a new performance that will focus on new markets by seeking partners to create opportunities. Furthermore, resources are exchanged with social capital, the advantage of having human capital to create innovative work, and having a leader who wants to change to a sustained strategic capability.

Another perspective is development of strategic capabilities with temporary dynamic capabilities based on the integration/alignment of existing resources with strategic practices and the creation of resource values. It then focuses on maintaining a competitive position in the market by managing the risks of long-term investment and integrating critical activities with a sustainable competitive advantage.

One observation based on this study is that supporting factors that drive dynamic processes play an important role in business operations. At present, entrepreneurs value network perspective which can reduce many limitations. It also helps to elevate the organisation, or to develop human resources, i.e., as a knowledge champion within the organisation, as a specialist in strategy and product use, and so on. The power to control a leader’s resource is governed by a change in strategy. Finally, with network, there can be an exchange of resources and the development of personnel through learning between organisations to absorb knowledge. Therefore, this finding highlights the significance of network factors that can directly and indirectly affect the sustainability of today’s competition.

Limitations of the Study and Agenda for Future Research

This study is a qualitative research based on in-depth interviews of 5 experts and 15 entrepreneurs from 5 industries, group discussions, and case studies of 5 rubber entrepreneurs. The data and variables are derived from only one sector of each industry. The results of the classification of organisational strategic capabilities (RBC, KBC, and NBC), or the process of dynamic strategy of the organisations derived from this study are presented. Furthermore, it is observed that there is a limitation in term of the depth of information obtained although we have been able to build up some rapport with and get back to the sample entrepreneurs for clarification and additional information. Hence, it is suggested that future studies of quantitative nature be conducted to generate a larger database so that structural equation model can be performed to ascertain the relationships among dynamic capabilities and dynamic strategies, organisational performance, and innovation performance, hence higher level of generalisation.
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ABSTRACT

This research explores how ethnic migrant entrepreneurs (EMEs) from countries with a range of cultural differences to the host country exploit entrepreneurial opportunities in a single host country. Specifically, this study investigates: (1) the types of opportunities exploited by EMEs, and (2) the way they exploit these entrepreneurial opportunities. This study offers a contextualised insight on the link between entrepreneurial opportunity exploitation and cultural differences (operationalised using cultural distance, or CD). In particular, through highlighting the moderating role of CD, this study has developed a matrix of entrepreneurial opportunities based on cultural differences for EMEs, which can be useful for both EMEs and the host country’s administrative agencies. By accounting for culture in articulating the findings, this research contributes to theory by bridging the institutional-individual divide in entrepreneurship discussion through an institutional lens. A practical implication of this study is a delineation of opportunities according to cultural differences, which is beneficial for entrepreneurs across borders.

Keywords: culture, entrepreneurship, institutions, entrepreneurial opportunities, cultural distance


INTRODUCTION

The discourse around entrepreneurial opportunities has focused mainly on the individual-opportunity nexus (Davidsson, 2015). However, culture is often overlooked in such discussions (Bruton, Ahlstrom, & Li, 2010), which constitutes the problem underlying our research. This is surprising as theory-wise and practice-wise, understanding entrepreneurial opportunities through culture, especially cultural differences, is imperative given the increasing scale of entrepreneurship activities across borders. We address this issue by introducing culture into the discussion of entrepreneurship through an institutional lens (Bruton et al., 2010; Wicks, 2001).

According to the migrant entrepreneurship literature, there are two main types of entrepreneurial opportunities for ethnic migrant entrepreneurs (EMEs) in a host country, which are in the co-ethnic-based (CEB) market and the non-co-ethnic-based (NCEB) market (Kloosterman, 2010; Kloosterman, van der Leun, & Rath, 1999; Waldinger, Ward, Aldrich, & Stanfield, 1990). The CEB market is largely composed of co-ethnic clients while the NCEB market mainly attracts locals of the host country.

This study examines EMEs’ entrepreneurial opportunity exploitation based on their home country’s cultural distance (CD) extents to the host country by investigating (1) the type of entrepreneurial opportunities, and (2) the way CD influences the entrepreneurial opportunity exploitation. In this regard, CD is used as a construct to categorise home countries as having a low, moderate, or high degree of cultural differences from the host country. This study focuses on how EMEs from Indonesia (low CD), Pakistan (moderate CD), and South Korea (Korea hereafter; high CD) exploit entrepreneurial opportunities in a single host country, Malaysia. The selection of the home countries is intentional, based on the degree of cultural differences the countries have to the host country, to illustrate cultural differences as positive inducements for entrepreneurial opportunities, rather than viewing them as a constraint (Drogendijk & Zander, 2010; Stahl & Tung, 2015).

Using a qualitative approach and comparative design, the findings were organised into three cases: Indonesian, Pakistani, and Korean EMEs in Kuala Lumpur, Malaysia. Both primary (in the form of 40 interviews) and secondary data were utilised. We focus on the type of entrepreneurial opportunities exploited by EMEs, reflected in the markets (CEB or NCEB) targeted by the EMEs. We subsequently explore the way EMEs exploit these entrepreneurial opportunities (reflected in their strategies), which will inform us on EMEs’ strategies in their chosen markets. The main outcome of this research is a matrix of entrepreneurial opportunity exploitation according to CD, which enhances our understanding in entrepreneurship in international settings as it covers the way EMEs deal with the host country’s environment through cultural differences.

This paper begins with a discussion of the two main concepts underlying the study, which are entrepreneurial opportunity exploitation and cultural differences. The research design and methods used in this study are then outlined. A presentation of the findings follows, concluding with theoretical and practical implications of the research.

THEORETICAL DEVELOPMENT

In this study, entrepreneurs are conceptualised as individuals who discover and exploit entrepreneurial opportunities (Shane & Venkataraman, 2000). As the established field of ethnic migrant entrepreneurship concerns both cultural and migration characteristics of the entrepreneur, the principal subjects of this study will be referred to as ethnic migrant entrepreneurs, or EMEs, as they are mostly foreign-born and connected to a particular migrant group (Constant & Zimmermann, 2006; Koning & Verver, 2013).

Entrepreneurial Opportunity Exploitation

According to Roth, Kostova, and Dakhli (2011), cultural misfit can create inefficiencies and comparative advantages for the decision maker across borders. In this study, cultural differences refer to the degree of cultural differences between the host and home countries (depicted using the CD concept), and entrepreneurial opportunity exploitation refers to materialised entrepreneurial ventures (Baker, Gedajlovic, & Lubatkin, 2005; Venkataraman, 1997), reflected in the markets linked to the ventures.

Cultural Differences

National culture is composed of dimensions of aggregated individual values relative to social inequality (power distance), group relations (individualism), gender roles (masculinity), risk (uncertainty avoidance), time horizon (long-term orientation), and gratification (indulgence) (Hofstede, 2015). These values differ across nations, influencing the decision making of individuals (Hofstede, Hofstede, & Minkov, 2010). As this study focuses on overall cultural differences instead of differences in individual values, we use CD as an overall concept of cultural differences, construed using Hofstede’s cultural dimensions.


Defined as the degree to which cultural norms in one country differ from those in another country (Kogut & Singh, 1988), CD is used as a construct to illustrate the differences between two countries on the basis that a construct is a “reflection” of an existing phenomenon (Minkov & Hofstede, 2011). This concept is premised on the basis of “difficulties that arise when the foreign environment is ‘further away’ from an individual’s own” (Drogendijk & Zander, 2010), as culturally similar markets are associated with lower business uncertainty. In business and management, the impact of CD is manifested in venture-level situations through decision makers. Especially for EMEs, larger cultural differences are associated with weaker personal and cognitive ties with the locals (Contín-Pilart & Larraza-Kintana, 2015), thus bearing implications towards the exploitation of entrepreneurial opportunities available in the host country.

CD is measured using the following formula introduced by Kogut and Singh (1988), using scores from Hofstede’s (1991) cultural value indices:

[image: art]

CD between countries j and m is structured as follows: [image: art] refers to the index value i of cultural dimension d for country j, and vd refers to the variance of cultural dimension d. The values for the variables within the formula are obtained from reported scores on the six dimensions of culture (Hofstede, 1980; Hofstede et al., 2010).

Opportunities for Ethnic Migrant Entrepreneurs

For this study, entrepreneurial opportunities are defined as “situations in which new goods, services, raw materials, markets and organizing methods can be introduced through the formation of new means, ends, or means-ends relationships” (Eckhardt & Shane, 2003, p. 336). Here, exploited entrepreneurial opportunities are operationalised as an idea that has transformed into the form of business (Anderson, 2000; Ardichvili, Cardozo, & Ray, 2003; Dimov, 2007).

Migrants are portrayed as disadvantaged and marginalised individuals in the ethnic migrant entrepreneurship literature. Earlier research demonstrated that migrants are often found working in low-level sectors and operating businesses in isolated, unprofitable areas of the host country (sometimes called slums or ghettos) (Altinay & Altinay, 2008; Blalock, 1967; Deakins, Smallbone, Ishaq, Whittam, & Wyper, 2009; Waldinger et al., 1990). According to Waldinger et al. (1990), market opportunities in the host country include the ethnic (CEB) market and the open (NCEB) market. The CEB market represents an ethnic market that is typically unsophisticated and informal, characterised by distinct ethnic identities and located in ethnic enclaves (Baycan-Levent, Masurel, & Nijkamp, 2003; Curci & Mackoy, 2010). This market is largely composed of CEB clients who are generally limited in terms of economic mobility (Curci & Mackoy, 2010), but remain exclusive towards EMEs as this market’s demands are largely unmet by native/local entrepreneurs (Ong & Freeman, 2017). The NCEB market, on the other hand, is described as a market with primarily NCEB clients. Strategies in this market include offering predominantly ethnic products and services for NCEB clients (Kloosterman et al., 1999; Phizacklea, 1990). Examples of businesses in this market include real estate agencies, car hire businesses, and ethnic restaurants (Curci & Mackoy, 2010). In this regard, CEB and NCEB markets differ based on the characteristics of EMEs’ main clients.

Table 1Cultural distance scores of selected countries



	Cultural dimension

	Cultural dimension value of country j, [image: art]




	Malaysia

	Indonesia

	Pakistan

	Korea




	Power distance

	104

	78

	55

	60




	Individualism

	26

	14

	14

	18




	Masculinity

	50

	46

	50

	39




	Uncertainty avoidance

	36

	48

	70

	85




	Long-term orientation

	41

	62

	50

	100




	Indulgence

	57

	38

	0*

	29




	Results based on:




	Kogut and Singh (1988)

	
	0.58

	2.37

	2.78




	Morosini, Shane, and Singh (1998)

	
	42.21

	83.85

	93.74




	Kandogan (2012)

	
	1.86

	3.77

	4.08






Notes:

*  The extremely low scores of indulgence for Pakistan can be compared with Egypt, which scores 4 in the dimension. Further information can be found in Minkov and Hofstede (2010).

All of the cultural dimension values d of Malaysia ([image: art]), Indonesia ([image: art]), Pakistan ([image: art]), and Korea ([image: art]) are available at http://www.geerthofstede.nl/dimension-data-matrix.

 

The modified formulas to measure cultural distance between country j and country m are as follows:


Morosini et al. (1998): [image: art]

Kandogan (2012): [image: art] where vd indicates the population variance of each cultural dimensions






In relation to CD, individuals from a country with similar culture to the host country are likely to be familiar with the host country’s environment and have local language and norms knowledge, thus are less likely to face societal exclusion (Kashima & Abu-Rayya, 2014; Vromans, van Engen, & Mol, 2013). As a possible implication, EMEs from a low CD country (more culturally similar to the host country) could fare better in the host country through serving the locals (NCEB clients), while EMEs from a high CD country will survive by focusing on their CEB clients. As past research on ethnic migrant entrepreneurship has generally focused on their demographic characteristics to explain EMEs’ reliance on CEB markets and in-group resources (Barrett & Vershinina, 2017), we develop this discussion further by investigating the way cultural differences (as a demographic characteristic sitting between institutional and individual levels of analysis) influence EMEs’ entrepreneurial strategies. Here, entrepreneurial strategies are captured through exploring the way EMEs exploit entrepreneurial opportunities (Kashima & Abu-Rayya, 2014; Vromans et al., 2013).

METHODOLOGY

A qualitative research approach is employed in this study, as it aims to understand the research subject and studies a phenomenon in its context (Marschan-Piekkari & Welch, 2004). This research adopted multiple case studies to obtain rich data on unexplored areas addressing the “how” and “why” questions (Edmondson & McManus, 2007). Other than enabling external validity for the study (Eisenhardt, 1989; Yin, 2014), a multiple case study design was used as it provides stronger arguments and enables broader exploration of the research questions (Eisenhardt & Graebner, 2007). As multiple case studies comprise of sub-units occurring in two or more case studies (Yin, 2014), each case is composed of EMEs from the selected home countries in the host country.

Sampling was based on two criteria: (1) EMEs from countries with comparatively least, moderate, and most CD scores to the host country, and (2) EMEs who have experienced operating at least one business venture in the host country. To obtain richness in informing the study, this research remained fairly flexible in recruiting the sample.

Primary sources of data include the EMEs (the principal source), embassy representatives, community leaders, and trade representatives of the three home countries. A total of 40 respondents, including 32 EMEs and 8 supplementary interviewees, participated in the study. The details of the respondents are provided in Table 2. In total, 2,800 minutes of face-to-face interviews were conducted (40 interview sessions). Secondary data sources were used for cross-checking purposes, through validating the findings from the interviews and gathering further information. Topics of discussion during the interviews include EMEs’ (1) main products/service, (2) target market, (3) strategies to attract the target market, and (4) perception of CD and the way it influences their strategies.

Table 2List of ethnic migrant entrepreneurs and their ventures



	Case
	Entrepreneur

	Type of venture




	I (ventures owned and operated by EMEs from low CD country)
	EI1

	Indonesian herbs



	EI2

	Logistics



	EI3

	Indonesian FMCGs (fast moving consumer goods)



	EI4

	Spa services



	EI5

	Indonesian FMCGs



	EI6

	Logistics



	EI7

	Teakwood furniture



	EI8

	Indonesian-based food



	EI9

	Textile and groceries



	EI10

	Indonesian FMCGs



	P (ventures owned and operated by EMEs from moderate CD country)

	EP1

	Carpets and rugs




	EP2

	Ethnic food



	EP3

	Carpets and rugs



	EP4

	Ethnic food



	EP5

	Paper, medical instruments



	EP6

	Carpets and rugs



	EP7

	Ethnic food



	EP8

	Security services



	EP9

	Cleaning services



	EP10

	Surgical supplies



	K (ventures owned and operated by EMEs from high CD country)

	EK1

	Malaysian-based seafood




	EK2

	Chinese-based medicine



	EK3

	Bakery



	EK4

	Bakery



	EK5

	Ethnic food



	EK6

	Logistics



	EK7

	Language centre



	EK8

	Travel services



	EK9

	Language learning centre



	EK10

	Korean-based groceries



	EK11

	Language learning centre



	EK12

	Takeaway food





The interview transcripts were developed into three main cases: Cases I, P, and K which represent Indonesian, Pakistani, and Korean EMEs in Kuala Lumpur, Malaysia. For each case, the lead researcher extracted the codes based on the themes recurring in the interviews. The codes extracted in this cycle were grouped into two markets for entrepreneurial opportunity exploitation: the CEB market and the NCEB market. The final stage of coding organised the elements of the categories into relevant entrepreneurial opportunity dimensions.

QSR NVivo, a qualitative data analysis software, was used during the data collection and data analysis process. The cross-case analysis revealed that the type of entrepreneurial opportunities exploited and the way EMEs exploit these entrepreneurial opportunities are moderated by the extent of CD between an EME’s home country and the host country. A review of entrepreneurial opportunities according to CD produced a matrix of entrepreneurial opportunities.

FINDINGS

This section begins by presenting a summary of the cases, which are Cases I, P, and K which represent EMEs from a country with low, moderate, and high CD to the host country. This is then followed by a cross-case comparison component.

Cases I, P, and K

There are two main markets relevant for EMEs in Case I: the CEB and NCEB markets in the host country. EMEs that have companies targeting the NCEB market do not seem to have a “local” image as it is apparent that the nature of the companies’ products and services, suppliers, and conceptual image are influenced by their home country culture, or more specifically their hometowns. EMEs targeting co-ethnics, on the other hand, take advantage of the large number of Indonesian migrants in Malaysia through distinctively shaping their business operations with their home country image and employing co-ethnics as staff. In essence, their products and services are mainly CEB in characteristics, exemplified by Indonesian ethnic food, Balinese spa, or Indonesian teakwood furniture.

EMEs in Case P leveraged their co-ethnic advantage in exploiting opportunities, mainly stemming from their knowledge of their home country (including knowledge on product competitive advantage and inexpensive labour supply). These opportunities were exploited with a focus on the NCEB market. Some offerings are CEB in character (for instance, rugs and carpets from Pakistan or ethnic Pakistani food), while some are largely NCEB (for example, surgical instruments or cleaning services).

EMEs in Case K perceived co-ethnic advantage (through cultural differences) as entrepreneurial opportunities, as these opportunities were indicated to be more valuable in the host country. Co-ethnics remained as clients although they were not the main target market. The products and services offered are either CEB (examples include Korean ethnic food or Korean-based groceries) or NCEB (which include logistics services or bakeries).

The CEB Market

The cross-case comparisons revealed that entrepreneurial opportunities in the CEB market can be categorised into (1) CEB products and services focusing on CEB main clients, and (2) CEB products and services focusing on NCEB main clients. Indonesian EMEs in this study were mainly found operating in the first dimension of the CEB market: CEB products and services focusing on CEB main clients. Further analysis suggests that in relation to the CD between the host country and EMEs’ home countries, entrepreneurial opportunities in this market are enabled by CEB clients’ expectations and EMEs’ dual-country knowledge. Examples of entrepreneurial ventures under this dimension include logistics services specialising in co-ethnics and travel services. This is exemplified by EI6 and EI12:


Right now, we only have Indonesians as our target market, specifically Indonesian workers in Malaysia… almost all of our clients are Indonesian workers (EI6).

Our business attracts Indonesians. A large chunk of our client base is Indonesian workers here. We also have clients who are expatriates, Indonesian professionals here. We have a strong presence among the Indonesian community in Malaysia … Although more than half of our workers are Malaysians, the Indonesian workers can be considered as assets for the company as they have more market understanding … They understand how the terrains are in Indonesia and they also understand the dialects. So it is easier for our clients to communicate with them (EI12).



These quotations show that EMEs who pursue the CEB market in the host country utilise their ethnic identities through fulfilling CEB clients’ expectations, in which their ethnic identities attract co-ethnics as the EMEs are generally more familiar in serving the CEB market given their knowledge inherent from their identities.


The second dimension of entrepreneurial opportunities in this market is CEB products and services focusing on NCEB main clients. Ventures under this dimension have distinct CEB characteristics mainly emphasising home country image and resources, primarily to attract NCEB clients. This dimension is occupied by EMEs from Pakistan and Korea, and includes businesses such as carpets and rugs manufactured in the EME’s home country and ethnic restaurants. Through leveraging similarities that their home country shares with the host country while addressing gaps in the host country’s market, EMEs in this case attempt to fill a perceived gap in the host country market using the knowledge that they have about their home country, as explained by EP1, a carpet seller and EP2, who operates a Pakistani restaurant:


When I first got in this business, they [my customers] are mostly locals. Even initially, I didn’t have Pakistanis as my target market. For Pakistanis, the approach is easy; carpets are accessible for them … for instance, if they want Pakistani carpets they can just go back and buy carpets. For locals, they cannot go abroad just to buy a carpet … that was the main reason (EP1).

We wanted to cater everyone. We keep our prices low, and we introduce meal deals. Our target market is the medium income earners of the city. The location that we are situated in, it is in the middle of office buildings … so we have a good crowd of office workers to come here for lunch. In addition, our meals are quite affordable, with a setting that is comfortable and luxurious. We didn’t intend to market our restaurants only for Pakistanis (EP2).



This dimension is enabled by formal modifications, while leveraging on the CEB characteristics of the products and services. This is exemplified by two Korean EMEs who applied such modifications in their ethnic-based restaurant:


Our customers are 50% Koreans, 50% Malaysians. We get the ingredients supply from local suppliers … we only import some ingredients from Korea (EK3).

For the restaurant business, my intention was to grab the Malaysian market, that is why we are certified halal (EK4).



Further, CEB networks, in the form of family relationship, kinship ties, and formal affiliations, are observed to be instrumental in providing Korean EMEs support in their entrepreneurial pursuits, including enabling entrepreneurial opportunities.


The NCEB Market

The entrepreneurial opportunities in the NCEB market were categorised into (1) NCEB products and services focusing on CEB main clients, and (2) NCEB products and services focusing on NCEB main clients. The first dimension of entrepreneurial opportunities in this market is NCEB products and services focusing on CEB main clients. This dimension is largely occupied by Korean EMEs, mainly facilitated by CEB ties. Examples of ventures in this dimension include traditional health centres and language learning institutes. According to EK2 (a traditional healing centre owner) and EK11 (an entrepreneur in a language institute), their ventures mainly attract CEB clients:


I do have Malaysian clients, although 70% of my clients are Koreans (EK2).

For clients, initially, most of them are Koreans as we provide English language classes. Now, 80% of our clients are Koreans, and 20% are locals (EK11).



Korea’s position as a more developed country in comparison to Indonesia, Pakistan, and Malaysia may be influential in Korean EMEs’ propensities to be more reliant on CEB resources and clients. EK11 is one of the EMEs who have benefitted from his/her CEB networks:


I ventured this business because I thought opening a language class would be a good avenue for Koreans to meet and learn how to speak … It was actually owned by another Korean. I knew him because I was one of the students (EK11).



The second dimension of the entrepreneurial opportunities in the NCEB market of the host country is NCEB products and services focusing on NCEB main clients. Examples of products and services under this dimension include industrial supplies and contract-based business-to-business services. EMEs from case Indonesia and Pakistan are largely found in this dimension, where ethnic identity is seen as an enabler. For Indonesian EMEs, ethnic-based identity is less likely to be a barrier (Tsoukatos et al., 2011) as their identification with the majority ethnic Malays of Malaysia could positively influence their ability to venture into the NCEB market. This is explained by EI3, who operates a wholesale company and EI4, who owns and manages a spa business:


The reason why Malaysia was chosen is because of the cultural similarity, distance and also, we have the Indonesians here as our base clients. There is a huge number of Indonesian workers here and they act as our initial clients, but they were not our target clients. We have always targeted Malaysians as our target market (EI3).

Malaysia and Indonesia, we are similar in more ways than one. The food, the language, the culture … So the process of adapting to a new market was easier because of that (EI4).



The entrepreneurial opportunities dimensions are then classified into four cells: Cell 1 represents CEB products and services focusing on CEB main clients, Cell 2 represents NCEB products and services focusing on CEB main clients, Cell 3 represents CEB products and services focusing on NCEB main clients, and Cell 4 represents NCEB products and services focusing on NCEB main clients. This is shown in Figure 1. The next section discusses the role of cultural similarities in entrepreneurial opportunity exploitation across borders.
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Figure 1. Matrix of entrepreneurial opportunities according to cultural distance




DISCUSSION

This section discusses the types of specific markets of entrepreneurial opportunities and the way they bridge the institutional-individual gap in the discourse of entrepreneurship through an institutional lens.

EMEs under the Institutional Lens

The institutional approach in entrepreneurship posits that the institutional environment facilitates and constrains entrepreneurial activities (Bruton et al., 2010; Bruton, Ahlstrom, & Obloj, 2008). This study uses this lens to theorise the link between cultural similarities and entrepreneurial opportunity exploitation. This research indicates that (1) a qualitative approach is useful in contextualising the interaction of individuals and institutions, which constitute two levels of analysis, and (2) accounting for culture within a complex phenomenon such as ethnic migrant entrepreneurship will enhance our understanding of the decisions involved in foreign settings. Specifically, the findings of this study are able to bridge the institutional-individual gap in such literature. As cultural differences are a major factor in EMEs’ limitation of entrepreneurial opportunities, this study examines the way EMEs from host countries with varying extents of cultural similarity to the host country exploit entrepreneurial opportunities.

The Link between Cultural Similarities and Entrepreneurial Opportunity Exploitation

The evidence shows that the ways in which EMEs exploit entrepreneurial opportunities are moderated by their home country’s CD to the host country. The qualitative approach used in this study enabled us to refine the entrepreneurial opportunities into four domains, based on EMEs’ market focus and characteristics of the products and services. We then matched the four domains according to EMEs’ home countries’ CD to the host country. This process resulted in a matrix of entrepreneurial opportunity exploitation shown in Figure 1.

The findings suggest that EMEs’ entrepreneurial opportunity exploitation follows the extents of their home countries’ CD to the host country. From the data, EMEs from Indonesia (low CD) are able to market to local and Indonesian customers by focusing on CEB products; Pakistani EMEs (moderate CD) are able to serve local customers through CEB and NCEB products while Korean EMEs (high CD) are able to serve Korean customers through CEB and NCEB products. In this aspect, the ability to satisfy the normative-cognitive expectations of local and CEB clients is illustrated by CD extent. The types of entrepreneurial opportunities delineated in this study illustrate the home and host countries’ contextual characteristics, which are permeated by their national culture. For example, it is likely for Korean EMEs to target the CEB market in the host country given their home country’s patriotism (Lee, 2004), while to attract Malaysian customers, the emphasis shifts to the importance of the image of the business (Jantan & Kamaruddin, 1999) and culture-based marketing (Butt & de Run, 2012). As such, this study illustrates the ways in which culture can be used strategically, instead of viewed as a constraint (Lounsbury & Glynn, 2001), especially in entrepreneurship research under the institutional lens.

This study’s findings show that cultural aspects (as reflected in national culture scores) should be taken into account when discussing international issues such as ethnic migrant entrepreneurship as they can provide indications for product, service, and market focus. Through accounting for cultural aspects collapsed into the CD construct, the findings of this research provide a link in bridging the institutional-individual divide in discussing entrepreneurship through an institutional lens, by illustrating the role of cultural similarities as a moderator, and clarify the types of entrepreneurial opportunities according to CD.

CONCLUSION

This study investigates EMEs’ entrepreneurial opportunity exploitation based on their home country’s CD extent to the host country by investigating (1) the type of entrepreneurial opportunities, and (2) the way they exploit these entrepreneurial opportunities. EMEs, who represent entrepreneurs across borders, have been documented to have limited resources and restricted access to resources, which confines their ability to pursue entrepreneurial opportunities in the host country (Kloosterman, 2010; Kloosterman et al., 1999; Waldinger et al., 1990; Vromans et al., 2013). In this study, entrepreneurial opportunity exploitation is conceptualised as an idea that has transformed into a business form (Anderson, 2000; Ardichvili et al., 2003; Dimov, 2007). Cultural differences are represented by CD construct (Kogut & Singh, 1988). The migrant entrepreneurship literature suggests that EMEs mainly exploit entrepreneurial opportunities in two focal markets, i.e., CEB and NCEB markets (Kloosterman, 2010; Kloosterman et al., 1999; Waldinger et al., 1990). To study CD and entrepreneurship, we focus on EMEs from Indonesia, Pakistan, and Korea, representing countries with varying degrees of CD to the host nation of Malaysia through a qualitative approach.


This research suggests that relatively high and low extents of cultural similarities can be utilised to attract NCEB clients in the host country. Specifically, there are four markets within which entrepreneurial opportunities can be exploited: (1) CEB products and services focusing on CEB main clients, (2) NCEB products and services focusing on CEB main clients, (3) CEB products and services focusing on NCEB main clients, and (4) NCEB products and services focusing on NCEB main clients. These markets match the CD extents; thus, this research proposes that the way EMEs exploit entrepreneurial opportunities is moderated by the extent of CD of the EME’s home country to the host country. Through the matrix produced by this research, this study provides a contextualised perspective linking cultural similarities and entrepreneurial strategies, which is our contribution towards closing the institutional-individual gap in the entrepreneurship discussion using institutional logic (Bruton et al., 2010; Wicks, 2001). Practise-wise, entrepreneurs across borders can use the matrix produced by this study in mapping their strategies in foreign countries.

Although a qualitative approach was useful in examining the subject, the findings are still limited within the context of study. Nevertheless, this research achieved an in-depth view of the findings, which was the goal of adopting the multiple case method. For future research, we encourage examining the phenomenon in different contexts to explore the range of validity of the findings, in order to strengthen the discussion around entrepreneurial opportunities across borders.
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ABSTRACT

This study assesses the role of guanxi (relationship) in organisational commitment and job satisfaction among mid-level managers in China today. Based on a large survey sample, we quantitatively identify three components of guanxi by adopting the principal component analysis (PCA), and then apply the multivariate regressions to examine the impact of guanxi. Our research unveils how guanxi dimensions, a type of social connection with features of Chinese culture, exert unique and practical impacts on the work environment. Consistent with the literature, organisational guanxi is confirmed to enhance job satisfaction and affective commitment, while personal guanxi is found to undermine job satisfaction and affective commitment. On the other hand, organisational guanxi tends to reduce continuance or normative commitment while personal guanxi improves both. These findings contribute to the literature with evidence highlighting the importance of guanxi in human resources management and also shed new light to the heterogeneity of such influence across geographical locations, demographic variation, and forms of organisation. Overall, this research suggests that the ability to navigate different dimensions of guanxi is a necessary skill for the managers in Chinese business.

Keywords: guanxi, job satisfaction, organisational commitment, managerial practice, business culture


INTRODUCTION

The lifeblood of the Chinese company is personal connections. Central to those connections are the Confucian values of order, hierarchy, and deference to authority. While Confucianism describes a social system and draws primarily on custom rather than religion, it leads to management practices that are more instinctive, less openly discussed, and more natural than those in the West (Warner, 2010). In this Confucian sphere, personal relationships are nurtured and sustained through guanxi, a term that refers to reciprocal trust, favours, influence, and obligations (Tsui, Farh, & Xin, 2000) and manifests itself through interpersonal connections. Li (2007a, 2007b) suggests that guanxi is deeply rooted in the local culture and therefore plays a role of personalised social capital as a dominant norm in China. For the purposes of this paper, guanxi refers to the general relationship between supervisor and subordinate. In contrast with clansmen guanxi based on familiar ties and community ties, workplace guanxi can be seen as a good relationship between two parties not based on the historical origin of that relationship (Cheung, Wu, Chan, & Wong, 2009; Bedford, 2011).

By conducting a survey on a large sample of subjects, we provide one of first empirical evidences to explore the significant influence of guanxi on Chinese managerial practices. While guanxi and the Western concept of networking have much in common, there are significant cultural differences. Lo (2012) notes that guanxi places a stronger emphasis on reciprocity, has a longer-term time orientation, and possesses a culturally specific etiquette for building relationships. Whereas a distinctive industrial capitalism has taken shape in China today, Pun, Chin, and Lau (2000) point out the guanxi culture remains prevailing and strongly impacts centralised authority, hierarchical structure, managerial philosophy, employees’ commitment and job satisfaction in Chinese business. Allott, Gibb, and Akoorie (2017) argue that guanxi can improve cooperative trust, reduce uncertainty of investment, and hence contribute to the development of benevolence. By contrast, the extant literature also highlights the controversial consequence of using guanxi in Chinese business. For example, the abuse of guanxi is associated with the corruption, violation of organisational rules, and erosion of trust in the management (Murray & Fu, 2016). This research recognises these profiles of guanxi and also sheds light on how different dimensions of guanxi, a type of social connection with features of Chinese culture, exert unique and practical impacts on the work environment.


LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

The traditional Chinese business centres on people and focuses on the relationship between people, such as humanity or benevolence, righteousness, propriety, wisdom, and trustworthiness (Watt, 1999). There is no surprise when the farming economy heavily relies on the network of bartering, guanxi becomes a well-known “secret” of doing successful business as it connects the individuals and motivates both parties to derive benefits from each other and to maintain and nourish such relationship over time. Gannon and Pillai (2013, p. 456) observe that penetrating the layers of guanxi is like “peeling an onion: first come connections between people with ancestors; then between people from the same village; then between members of the family; and finally between the family and close associates who can be trusted, such as the competent executives who are not family members but who actually run the factories.” While differing conceptualisations reflects the differences in the nature, motivation and underlying values of the exchange participants, there is a general agreement that guanxi has a status, respect, and credibility component, is based on mutual trust and respect for social norms, has a long-term orientation, and is sustained on favours, consideration, and emotional commitment.

According to Chen, Chen, and Huang (2013, p. 171) workplace guanxi “tends to be a mixture of family and non-family, personal and impersonal, and expressive and instrumental characteristics.” Bedford (2011) asserts that working guanxi is a process between individuals who may or may not have a common base from the past but who are building a private channel through which they can exchange favours, information, and affection to get things done at work. However, Fan (2002) cautions that the existence of a guanxi base is not in itself sufficient to ensure there is active guanxi between two parties. It has to be actively nurtured.

The conceptual framework for this study is based on theories of social exchange, leader-member exchange, and Chinese trust principles of reciprocity and face. Thus, the term is conceptualised as a dynamic concept regulated by the interaction of the universal (macro), interpersonal (social), and intrapersonal (cognitive) systems. Particularly, social exchange theory is generally attributed to George Homans who defined it as “the exchange of activity, tangible or intangible, and more or less rewarding or costly, between at least two persons” (Homans, 1961, p. 13). Peter Blau (1977) adds a utilitarian dimension noting that every individual in the exchange is trying to maximise their wins by keeping costs below rewards. This parallels with Fan (2002) who noted that since the development of workplace guanxi requires the expenditure of valuable resources such as time, energy, and sometime money, participants are very aware of real or anticipated returns.


Leader-member exchange theory stresses the importance of establishing individual links between a leader and each subordinate. It shifted leadership from being viewed as unidirectional, leader influencing a group of followers, to bidirectional whereby the leader establishes variable relationships with each of their subordinates. The theory has been used to create a leadership-making process of three phases in which leaders and subordinates engage in increasingly reciprocal investments in one another that contribute to relational maturity (Graen & Uhl-Bien, 1991). These stages evolve from the stranger phase based on job description, to the acquaintance phase of increasing interactions which carry the participants beyond minimal contractual obligation, through to the maturity phase which reflects a long-term, reciprocal investment that manifests itself in complimentary behaviours and emotional connection. Thus, while participants in organisational guanxi may not have a common history to draw upon, they can build on the anticipation of future exchanges based on similar intentions (Chen & Chen, 2004).

In the West, most definitions of trust contain a reliance dimension as well as an element of personal vulnerability (Blois, 1999). In the business context, Morgan and Hunt (1994) define the concept in terms of a partner’s reliability, integrity, and competence. Trust in China is a more complex and contextual construct that is associated with many other Chinese characteristics. Fang (1999) notes its association with politics, philosophy, family, and corporate style. Han, Peng, and Zhu (2012) find that workplace guanxi between supervisor and subordinate was a significant predictor of trust between them. Wong, Ngo, and Wong (2003) conceptualise this type of guanxi as stemming from social connections based on mutual interest and benefits whether current or anticipated.

The dispositional model of job satisfaction (Staw & Cohen-Charash, 2005) suggests that an individual’s disposition influences their interactions and relationships, as well as their processing of information regarding their work. As guanxi is based on the principle of mutual trust and emotional engagement, it is reasonable to suggest that its workplace manifestation influences an individual’s emotional orientation towards their job. Cheung et al. (2009) find that subordinates having good guanxi with supervisors and co-workers feel valued, and hold a positive attitude towards their jobs.

Bedford (2011) describes a social process model of workplace guanxi whereby individuals are building relationships over time that include both affective and instrumental components. In a high power distance country such as China, the desire to maintain face in front of a guanxi partner often translates into improved trust and satisfaction and discourages opportunistic behaviour.


Work engagement is a Western concept that refers to the harnessing of organisation member’s selves to their work roles whereby they employ and express themselves physically, emotionally, and mentally during work (Kahn, 1990). The work engagement concept was developed in combination with the job demands-resources model that categorises all aspects of the work environment into job demands or job resources that either positively or negatively affect work engagement and satisfaction (Bakker & Demerouti, 2007). Wei, Liu, Chen, and Wu (2010) find that employees with good supervisor-subordinate guanxi receive more rewards such as bonuses, as well as development and promotional opportunities. In summary, organisational guanxi appears to have both a direct and an indirect effect on job satisfaction.

On the other hand, employees who have good personal guanxi with supervisors tend to be treated as in-group members with special privileges and favours. However, these outcomes are usually not regarded as fair arrangements even within the group and the political awareness raised can result in lower overall job satisfaction as every employee may worry about being a victim of political intrigue (Gandz & Murray, 1980). Zhang, Long, Wu, and Huang (2015) find common human resource management practice, such as staffing, promotion, and performance appraisal is affected by interpersonal connections rather than rules and regulations. When guanxi undermines employees’ trust in management, it can weaken the reward of employees’ compensation for performance on their creativity. Therefore, our hypothesis one is proposed as follows:


H1: There is a positive relationship between organisational guanxi and employee job satisfaction, and a negative relationship between personal guanxi and employee job satisfaction.



Another stream of research connects job satisfaction with commitment (Mowday, Porter, & Steer, 1982; Meyer & Allen, 1997; Schwartz, 1999). Organisational commitment is defined as “the relative strength of an individual’s identification with and involvement in a particular organization” (Mowday et al., 1982, p. 27). It is a multidimensional construct (Meyer & Allen, 1997) comprised of three components: affective (emotional attachment, loyalty, identification, and involvement with an organisation), continuance (turnover intentions), and normative commitment (feelings of obligation to an organisation). Research suggests that central components of commitment are shared values, goals congruence, and affinity with organisational members. Shared values are the “extent to which partners have beliefs in common about what behaviours, goals, and policies are important or … appropriate” (Morgan & Hunt, 1994, p. 27) while work values are generally defined as “the goals or rewards people seek through their work, and they are expressions of more general human values in the context of the work setting” (Schwartz, 1999, p. 43).

In a rapidly changing and diverse organisational environment, there is significant variation in human resource practices with concomitant variation in levels of employee commitment. For example, Gamble and Huang (2008) find that feeling proud of one’s employer, good relationships between management and employees, and job security were good predictors of Chinese workers’ willingness to stay. Ramasamy, Goh, and Yeung (2006) suggest that good guanxi in the workplace increases the level of trust and facilitates knowledge transfer. Takeuchi, Wakabayashi, and Chen (2003) find that high levels of organisational commitment are attributed to the continued use of retention-oriented practices such as long-term job security and corporate welfare, while Wang (2004) finds that employees at state-owned enterprises (SOEs) have higher levels of continuance commitment than those at foreign-owned enterprises. Chen and Francesco (2003) find that employee position has a significant effect on commitment, while Chen and Chen (2004) note that employee loyalty is more likely to be based on gratitude for individualised support from a supervisor than any perceived personal role obligations they may have. On the other hand, Snell (1999) points out that personal guanxi might lead to corruption. A similar view is shared by Ramasamy et al. (2006) who argue that personal guanxi can sometimes reflect the dark side of continual favour exchange. Park and Luo (2001) emphasise that in the Chinese business environment with its segmented factor markets and ambiguous property rights, guanxi, particularly personal guanxi, impedes the efficient allocation of economic resources, thereby resulting in less respect to organisational commitment. Thus, we expect a positive relationship between organisational guanxi in work environment and job commitment, but an unfavourable relationship between an employee’s personal guanxi and job commitment.


H2: There is a positive relationship between organisational guanxi and employee job commitment, and a negative relationship between personal guanxi and employee job commitment.



When studying organisational practices in China researchers are advised to pay attention to the five generally accepted primary types of organisations: (1) state-controlled companies (including SOEs and collective ownership enterprises), (2) government organisations, (3) domestic private companies, (4) foreign-controlled companies, and (5) joint ventures between Chinese and foreign multinationals. Murray and Fu (2016) study the different roles of guanxi in distribution channel management between foreign and domestic Chinese firms. They find that domestic firms emphasise preserving people, but foreign firms focus on standardising the process. In addition, Ralston, Kai-Cheng, Wang, and Terpstra (1996) caution that it is important to recognise regional difference in the Chinese economy while Su and Huang (1992), and Loscocco and Bose (1998) emphasise the significance of socio-demographic factors on job satisfaction. Thus, it can be hypothesise that:


H3: The relationship between guanxi and managerial practice (job satisfaction and job commitment) differs across gender, geography, and organisational type.



METHODOLOGY

Survey Design and Collection

A self-report questionnaire (see the Appendix) is designed to collect individual managers’ perceptions of organisational and personal guanxi, job satisfaction, and organisational commitment. The conceptual framework for the guanxi items is based on theories of social exchange, leader-member exchange, Chinese trust principles of reciprocity and face. The concepts are operationalised by measuring social exchange acts before joining the company, social exchange acts with peers and supervisors at work, and deference to supervisors including social exchanges outside work and non-work related favours. It is captured using a ten 5-point Likert-type items ranging from “strongly disagree” to “strongly agree.”

Research on job satisfaction suggests important contributory factors including socio-demographic variables such as age, gender, and education, as well as personality traits and work situational influences such as job characteristics and work relationships. Job satisfaction is also captured using items drawn from both previous Chinese and Western studies (Siu, Spector, Cooper, & Lu, 2005). In China, studies suggest that job satisfaction is positively correlated with being male (Su & Huang, 1992; Loscocco & Bose, 1998), being older, being married, having employee involvement (Scott, Bishop, & Chen, 2003), having a higher income (Nielsen & Smyth, 2008), and having good environmental conditions such as adequate ventilation, illumination, workable space, etc. (Donald & Siu, 2001). Therefore, we use multi-item indicators of satisfaction that include both facet-specific and global measures. Using these measures we are able to capture both intrinsic and extrinsic dimensions of the job as well as a validation question that assumes employees are able to balance disparate characteristics of their jobs to reach an overall assessment of job satisfaction.


Organisational commitment is captured using items drawn from previous Chinese and Western studies: Chen and Francesco (2003); Wang (2004); Gamble and Huang (2008); Fu, Deshpande, and Zhao (2011). Questions were designed to capture affective, normative, and continuance commitment (Mowday et al., 1982; Meyer & Allen, 1997), while being sensitive to Chinese context.

To collect the data, we use an online survey distributed by a Chinese survey company called Sojump.1 The survey is distributed to mid-level managers in four Chinese cities: Beijing, Shanghai, Guangzhou, and Shenzhen. These cities are chosen because of their economic diversity, firm accessibility, and geographic dispersion. Merrilees and Miller (1999) used a similar approach to empirically test the role of product and relationship drivers from a sample of 118 saleswomen in the cities of Shanghai, Guangzhou, Tianjin, and Dalian. The survey contains 42 questions and is divided into three sections: work environment, company, and demographic information. Response choices are unified to a 5-point Likert scale. The instrument is created in English, translated into Chinese, and back-translated into English to ensure accuracy.

Review of Survey Responses

In total, we receive 502 valid responses to our questionnaire. Descriptive statistics in Table 1 indicates that our survey covers a cross section of mid-level managers in China’s business environment with 40.64% of subjects coming from Shanghai, 28.29% from Beijing, 18.92% from Guangzhou, and 12.15% from Shenzhen. The sample reasonably splits in terms of gender, with 52.19% male and 47.81% female.2 The average age is 32.91 years while 71.51% possess a bachelor degree, 15.54% a graduate degree, and 10.56% an associate degree. The importance of education in Chinese business has been documented by Fleisher, Hu, and Li (2011), who find that for a broad sample of workers an additional year of education can increase marginal productivity by 18.3% to 24.5%. Mayer and Puller (2008) find that having a college education exerts significant influence on building social networks at work.

More than 40% of subjects work in government-related organisations (20.62% in state-controlled enterprises and 19.52% in the government itself) as well as 39.04% in the private sector. Joint ventures account for 10.56% of respondents and foreign-controlled companies a further 8.96%. In terms of sectors, 22.49% of subjects work in information technology, 22.29% in finance-related industries, 21.47% for the public sector, and 9.2% in manufacturing. We also find that about 87% of firms in our sample have a history of more than 10 years, and most of them are large- or mid-size firms based on the number of hired employees (more than 100 employees). Additionally, the majority of subjects have working experience for other organisations, with 17.73% having worked for three or more previous employers and 32.27% for two previous employers. More than half the subjects have spent more than five years with their current employers, and another 35% between three and five years. The employee compensation shows an expected range, namely about 80% subjects are paid with monthly salary from USD807 to USD3,226.3 Given a time-consuming process of relationship building at work, strong representation of those survey subjects with long job tenure at large organisations increases the probability of detecting guanxi. In addition, most firms in our sample are mature organisations, so it is free of the bias of young enterprise as the operation in a young business may heavily rely on personal leadership or contingency. To summarise, these features of our sample strengthen the generalisability of our findings and therefore offer more meaningful conclusions.

Table 1Survey subjects by different characteristics



	Characteristics
	Distribution




	City
	Beijing

	Shanghai

	Guangzhou

	Shenzhen

	



	
	28.29%

	40.64%

	18.92%

	12.15%

	



	Gender

	Male

	Female

	
	
	



	
	52.19%

	47.81%

	
	
	



	Age (year)

	<20

	20–30

	31–40

	41–50

	>50




	
	0.40%

	32.47%

	53.19%

	11.95%

	1.99%




	Education

	High school

	Associate

	Bachelor

	Graduate

	



	
	2.39%

	10.56%

	71.51%

	15.54%

	



	Firm type

	State controlled

	Domestic private

	Foreign controlled

	Joint ventures

	Government




	
	20.62%

	39.04%

	8.96%

	10.56%

	19.52%




	Industry sector

	Manufacture

	Construction

	Retail

	Trans. and logi.

	Hotel & rest.




	
	9.20%

	5.93%

	4.91%

	4.29%

	3.48%




	
	Real estate

	Busi. (fina.)

	IT

	Public sector

	



	
	5.93%

	22.29%

	22.49%

	21.47%

	



	Firm age (year)

	<5

	5–10

	11–20

	21–40

	>40




	
	2.59%

	9.96%

	41.43%

	34.26%

	11.75%




	Number of employees

	1–100

	101–500

	501–1000

	1001–10,000

	>10,000




	
	14.54%

	30.28%

	27.89%

	23.51%

	3.78%




	Previous jobs

	0

	1

	2

	3

	4 or above




	
	15.14%

	34.86%

	32.27%

	14.94%

	2.79%




	Length of service (year)

	<1

	1–2

	3

	4

	>5




	
	2.79%

	11.75%

	17.13%

	16.73%

	51.59%




	Monthly salary (USD)

	161–806

	807–1,613

	1,614–3,226

	
	>3,226




	
	12.75%

	46.81%

	33.86%

	6.57%

	




Note: We receive 502 valid responses to our questionnaire. Due to rounding issue, the total percentages of each row may be slightly different from 100. In “Firm type” row, we do not report the proportion of “Other type” given that there are only five (less than 1%) survey subjects choose this choice.


Survey analysis

To test for internal consistency of our survey design, we first utilise the Cronbach’s alpha test. Alpha values of job satisfaction variables and commitment variables are all around 0.89, greater than an acceptable level (0.6) for reliability (Kline, 2000). Therefore, our proxies for job satisfaction and commitment can serve as valid measures of the variables. Regarding guanxi, the alpha values range from 0.61 to 0.75. As an additional assessment of proxy variation, we apply the Kaiser-Meyer-Olkin (KMO) test which measures the proportion of variance that can be caused by underlying factors. Since both the individual and overall KMO statistics are greater than 0.5, we are confident in the reliability of the survey design. In conclusion, the variables of job satisfaction, commitment, and guanxi allow us to capture primary variation on how they interact with each other.

To get a basic sense of the relationship between guanxi and managerial practice, we report the Pearson correlation coefficients between guanxi and some selected variables of job satisfaction and commitment.4 The coefficients in Table 2 demonstrate some interesting findings. For example, we use x1 to measure the frequency of social activities between an employee and a superior, x2 to measure the extent to which a superior asks for an outside-of-work favour from an employee, and x3 to measure the extent to which an employee asks for an outside-of-work favour from a superior. These three are designed to capture the depth of the personal guanxi relationship after an employee is hired. In contrast, the variables x4, x5, and x6 are primarily employed to gauge pre-employment personal guanxi. Interestingly, we find some negative and significant coefficients, suggesting that a pre-employment relationship leads to a low level of job satisfaction and commitment. Moreover, the variables x7, x8, x9, and x10 are found to be remarkably positive with the variables of job satisfaction and commitment. Recognising that variable x7 is a proxy for collaboration in the workplace and x8, x9, and x10 are proxies for the degree of organisational harmony, this correlation reveals a possibly positive association between organisational guanxi and job satisfaction or commitment.


Table 2Correlation matrix between guanxi and job satisfaction and commitment
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Note : * p < 0.05.


Additionally, the correlation coefficients between guanxi and other characteristics of responses are also investigated, including employee age, gender, education background, and etc. These results show important implications of guanxi in Chinese business and society. Firstly, there is a positive correlation between guanxi and employee age, length of service, and employee education. These findings imply that workplace guanxi increases with time. Secondly, we find that compensation (monthly salary) has a relatively strong correlation with the proxies of guanxi. Such evidence suggests that guanxi connections in organisations can be substantially affected by financial incentives. This is in keeping with Nielsen and Smyth’s (2008) conclusion that the primary incentives employees considered when choosing a job were stability, high income, and professional development. This is echoed by Chiu, Luk, and Tang (2001) who find that money is a significant component of commitment, and has an important influence on attracting job seekers. This is noteworthy since a modernising Chinese economy continues to introduce a growing number of market-oriented or performance-based components such as position wages, skill wages, subsidies, bonuses, and profit sharing (Ding, Akhtar, & Ge, 2006).

Empirical Tests and Explanations

Principal component analysis (PCA)

Given the fact that multiple questions are used in the survey to detect perceptions of guanxi, job satisfaction, and commitment, we apply PCA to compress the information contained in the multivariate data into low-dimensional data that describes perception and behaviours of the subjects in our sample. As PCA is essentially a variance of maximising process, the results discussed in this section are based on standardised data.

In two panels of Table 3, we report the results of PCA analysis and correlation between the new composited variable (e.g., principal components) and initial variables obtained from the survey. On Panel A, based on reported Eigenvalue (the cut-off level is 1), we find that the category of guanxi (X) has three primary components (GUANXI1, GUANXI2, and GUANXI3 hereinafter). These three components account for 64% of the cumulative explanation of the guanxi characteristics captured by our survey data. An analysis of Eigenvectors (Panel B) which lists the correlation between each of these three primary components and our initial 10 proxies (survey questions) of guanxi, further points out that GUANXI1 is highly correlated with x7, x8, x9, and x10 which measure work collaboration, i.e., organisational guanxi. For example, GUANXI1 has a correlation coefficient of 0.44 with x9 and 0.42 with x7. In contrast, GUANXI2 has more than 0.53 correlation with x4, x5, and x6 which measure pre-employment personal guanxi. Finally, we see a considerable correlation between GUANXI3 and x1, x2, and x3 which measure the post-working personal relationship between employers and employees. These results confirm that our 10 proxies successfully gauge the three dimensions of guanxi. By the same token, we find that the category of job satisfaction (Y1) has only one primary component (JOS) and the category of commitment (Y2) has two primary components (COM1 and COM2).

Regression analysis

After extracting the primary components of guanxi, job satisfaction, and commitment, we run further regressions to detect the influence of guanxi on job satisfaction and commitment. The results of ordinary least squares (OLS) regression are shown in Table 4.

GUANXI1, GUANXI2, and GUANXI3 comprise three main independent variables in each regression with JOS, COM1, COM2 making up three respective dependent variables. To ensure our results are not biased, we apply two model specifications in regressions. The first model specification contains only three main independent variables, namely, GUANXI1, GUANXI2, and GUANXI3 (see Models 1, 3, and 5), and while the second model specification additionally includes more control variables (see Models 2, 4, and 6). Therefore, in Table 4 we report the results of six regressions based on the full sample.

Firstly we find a significantly positive relation between GUANXI1 (organisational guanxi) and JOS (job satisfaction) in both Model 1 and Model 2, and a significantly negative relation between GUANXI2 (pre-working personal guanxi) and JOS as well as between GUANXI3 (post-working personal guanxi) and JOS. These suggest that organisational guanxi has a positive impact on job satisfaction but both post-working personal guanxi and pre-working personal guanxi have a negative influence on job satisfaction. Therefore, our first hypothesis is supported. Xian, Atkinson, and Meng-Lewis (2017) propose a mechanism of organisational guanxi that improves employees’ positive perceptions of human resource practice. When employees who gain a favourable reciprocal relationship with peers, they will be likely to perceive positive aspects of human resource practice, which in turn will inform positive perceptions as to how they are treated in workplace. Zhai, Lindorff, and Cooper (2013) demonstrate that supervisor-subordinate guanxi developed during the business collaboration has a positive relationship with job satisfaction due to dispositional antecedents and mediating role of guanxi, while personal guanxi among co-worker does not show significant impact on job satisfaction. Our finding generally confirms their argument and indicates different roles of organisational guanxi and personal guanxi.


Table 3Principal component analysis and Eigenvectors

Panel A: Analysis of principal components
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Panel B: Analysis of Eigenvectors
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Table 4Ordinary least squares regressions
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Notes : (1) For all regressions in Table 4, we report coefficients (coef column) and robust standard errors (se column).

(2) ***, **, and * indicate statistical significance at 1%, 5%, and 10% levels, respectively.


Secondly, Model 3 and Model 4 in Table 4 show the regressions of guanxi on COM1 (affective commitment). Particularly GUANXI1 has a significant and positive impact on COM1 with a coefficient of 0.96 in Model 4, which are consistent with our predication that more organisational guanxi leads to higher job commitment. This result is also in line of the research from Chen, Chang, and Lee (2015), who propose that guanxi assists the entrepreneurs in creative industry (e.g., architecture, filming, photography, publishing, performing arts, etc.) in acquiring information and resources, and more importantly, these benefits in turn in facilitating successful ventures to extend their guanxi networks. Creative industry is traditionally regarded as the occupation with high mobility. Nascent practitioners have to endure an unfavourable environment, whilst guanxi can be of important organisational factor helping the retention and hence influence their career success.

However, both GUANXI2 and GUANXI3 have a significant but negative impact on COM1 (–0.10 and –0.34), showing that greater personal guanxi has an opposite effect. For the results associated with COM2 (continuance or normative commitment), we also find different patterns. GUANXI1 has a significantly negative correlation with COM2 (–0.09 in Model 6), and GUANXI2 has a significantly positive correlation with COM2 (0.11 in Model 6), while no significant correlation is detected between GUANXI3 and COM2. These different patterns indicate that the impact of guanxi on continuance and normative commitment is different from that on affective commitment. Considering that personal guanxi is more likely to be involved with nepotism, it is not surprising to find a positive correlation between GUANXI2 (pre-working personal guanxi) and continuance commitment. Intuitively when the employment is procured through a family network or consanguinity, the entrenchment effect of position is likely to be strengthened. However, we find that such personal relationships have an adverse impact on affective commitment. Thus, our second hypothesis is partially supported. The findings imply that we need to distinguish the different components of guanxi as they influence managerial practice variously.

Finally, we test the models (with control variables) in subsamples that are grouped by geography, gender, and organisation type.5 While our main findings remain unchanged, we find some illuminating results and they also support our third hypothesis that the influence of guanxi components on job satisfaction and commitment may vary across geographic areas, gender, and industrial sectors. For example, in Panel A of Table 5, the pre-working personal guanxi (GUANXI2) and the post-working personal guanxi (GUANXI3) show a weaker impact on job satisfaction in Shenzhen than in the other three cities surveyed. This may be explained by the history of Shenzhen, which is a relatively new city populated by the immigrants and developed with the business notion of market-orientation and liberalisation. Consistently, Opper, Nee, and Holm (2017) argue that guanxi may be strategically used in transactions with government authorities, such as access to bank loans, technology grants, public contracts, land permits, and export licenses. Their results suggest that the necessaries of guanxi activities will be weaker for business with more free-market orientation than for business with more government-planned orientation.


Table 5OLS regressions by different categories

Panel A
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Panel B
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Panel C
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Notes : (1) For all panels in Table 5, we report coefficients (coef column) and robust standard errors (se column).

(2) ***, **, and * indicate statistical significance at 1%, 5%, and 10% levels, respectively.


Scott, Harrison, Hussain, and Millman (2014) report that although guanxi networks also help female managers led ventures in China, guanxi connection is less important for them than for their male colleagues due to the work-family conflict. They further point out that the quality, rather than the quantity, of business contacts and mentors generated from guanxi is regarded as more important by female managers. In this research, we observe the consistent results from Panel B that the impact of pre-working personal guanxi (GUANXI2) on commitment is more pronounced to male managers than female managers. GUANXI2 has a significantly positive coefficient (0.12) on COM2 for the male group, but an insignificant coefficient (0.06) for the female group. The results show that pre-working personal guanxi has a greater impact on the continuance commitment of male employees than their female counterparts.

In terms of organisation type, we separate the sample into three groups (state-controlled and government organisations, domestic private firms, and foreign-controlled and joint ventures). Murray and Fu (2016) report that most domestic Chinese firms treat recruiting process as an important channel to acquire existing guanxi into their organisations. In contrast, foreign firms focus on developing new guanxi via company-sponsored programmes. Such distinction may predict diverse outcome. Significantly, in Panel C we find that pre-working guanxi (GUANXI2) has a weaker impact (–0.11) on the job satisfaction of managers in foreign-controlled firms and joint ventures. Lastly, the impact of GUANXI3 (post-working personal guanxi) on COM2 is found to be significant only for state-controlled firms and government. Therefore, our third hypothesis is supported by the empirical results. Taken together, our overall empirical findings are summarised as follows:


	Overall, guanxi is significantly associated with managerial commitment and job satisfaction in Chinese business.

	Organisational guanxi is confirmed to enhance job satisfaction, promotes affective commitment but has a detrimental impact on continuance and normative commitment.

	Personal guanxi leads to more continuance and normative commitment but reduces job satisfaction and affective commitment.

	The influence of personal guanxi is the weakest in the area where the business is more market-oriented and liberalised.

	The impact of personal guanxi on commitment is more pronounced to male managers than female managers, but there is no significant difference on job satisfaction between male managers and female managers.

	The job commitment of managers in foreign firms and joint ventures are less affected by personal guanxi than the job commitment of managers in state-controlled firms and government.



CONCLUSION AND IMPLICATIONS

This paper finds that guanxi has significant impacts on job satisfaction and organisational commitment. More importantly, the structural influences from different dimensions of guanxi are observed. While this research provides strong empirical evidence that guanxi continues to play a significant role in Chinese workplace practices and outcomes, our study finds that its impact and practice are informed by industry and organisational type. The findings of a situational source of organisational guanxi and job satisfaction suggest companies can indeed impact employee attitudes and emotional commitment. On the other hand, the dispositional source of personal guanxi and normative commitment imply that employees’ sense of obligation to the organisation cannot be easily shaped by organisational inputs.

This study incorporated complex Chinese norms of trust with Western social and leader-member exchange theories, suggesting a hybridisation effect. It supports social identity theory in predicting the relationships between guanxi and affective commitment as organisational guanxi facilitates the building of group identity and a sense of group inclusion. Practical implications show high correlations workplace guanxi, job satisfaction, and affective commitment demonstrating the critical nature of the supervisor-subordinate relationship in Chinese organisations.

As organisational guanxi depends on social exchange and reciprocity, foreign companies need to recognise its role in the workplace and train their employees in the importance of context and high-touch in workplace interactions. Further, they might consider leaving their managers and supervisors in place for enough time to develop meaningful relationships with peers and subordinates. Supervisors should be cognizant of the importance of bidirectional communication with subordinates and be able to deal with ambiguity and the possibility of paradox in workplace interaction. In contrast with the Western orientation where goodwill is assumed, they must understand that in China it has to be earned.

LIMITATION AND FUTURE RESEARCH

The current research has a number of limitations that should be addressed in future research. Firstly, this is an exploratory study and the findings need further testing. Secondly, since this is a cross-sectional study using the self-report survey method to collect data, it is difficult to make definite causal claims on the relationship between workplace guanxi, job satisfaction, and organisational commitment. Nevertheless, despite differences in the demographic, geographical, work environment, and sector characteristics of subjects, some broad similarity of attitudes and practices emerged. This consistency suggests that our results may be applicable to a broader population and we invite future researches to investigate.

This study assumed a causal relationship between guanxi and job satisfaction and between guanxi and organisational commitment, but as Cheung et al. (2009) note, it is also possible that job satisfaction could be the mediating factor between affectivity and guanxi. This proposition should be explored further. In addition, future researchers might explore the mediating role of guanxi on Mintzberg’s (1989) 10 managerial roles.

Observers of China have suggested that the practice and importance of guanxi is likely to change as the socio-economic environment develops. A longitudinal study to investigate this claim would be valuable. Finally, this study was conducted in the Chinese cities of Beijing, Shanghai, Guangzhou, and Shenzhen. These are all extremely modern and globalised cities. Future research might conduct similar research in less developed regions and less globalised cities.

Despite these limitations, this study provides a nuanced understanding of organisational guanxi, and the nuances of doing business in contemporary China. It is important to further this understanding through more empirical research.


NOTES

1. Sojump’s website: https://www.wjx.cn/

2. According to the report from CATALYST, women account for 48.5% of China’s total population in 2011 and 45.3% of total labour force

3. The amounts of US dollar shown in Table 1 are converted from Chinese currency with initial scales: [1,000–5,000], [5,001–10,000], [10,001–20,000] and [>20,000]

4. To save space, we do not show all results for the variables of job satisfaction and commitment in Table 2. The complete correlation coefficients are available on request.

5. To save space, we only report the coefficients of selected variables (GUANXI1, GUANXI2, and GUANXI3) in Panel A through Panel C of Table 5. The tables with complete coefficients are available on request.




APPENDIX



	Categories
	Variables

	Survey questions



	Job satisfaction

	y1_1

	My salary is adequate given my training and experience.




	y1_2

	My work is intellectually stimulating.




	y1_3

	My boss treats me fairly and has my long-term interests at heart.




	y1_4

	If I were to start my career over again, I would choose a similar path.




	y1_5

	My work colleagues are an important source of personal support.




	y1_6

	My work in this company has not met my expectations.




	y1_7

	My promotional prospects are based on my ability and performance.




	y1_8

	If possible I would leave this company.




	y1_9

	I receive sufficient, ongoing, professional training.




	y1_10

	Overall I am pleased with my work here.




	Commitment

	y2_1

	Emotionally, I love my company so much.




	y2_2

	I think it is unethical to quit my job and change to another one.




	y2_3

	I think I should contribute all efforts to this company.




	y2_4

	I’ve had several chances to attend short-term advanced studies.




	y2_5

	I’ve had many chances to be promoted here.




	y2_6

	The working environment here is beneficial to my career.




	y2_7

	My company pays for my house fund, pension fund, and child care.




	y2_8

	I cannot leave here even if I wanted to.




	y2_9

	I have devoted my life to this company, it will be a huge loss for me if I leave here.




	y2_10

	It is not easy for me to find another good job.




	Guanxi

	x1

	How often do you go out for social activities with your superior?




	x2

	Has your superior ever asked you for a favour which is not relevant to your job?




	x3

	Have you ever received favours from your superior which are not relevant to your job?




	x4

	How did you know about this company before you considered joining it?




	x5

	How did you get the interview opportunity?




	x6

	Did you know any people in this company before you came here?




	x7

	I have a good relationship with my boss.




	x8

	This company has met my pre-entry expectations.




	x9

	I have developed many important relationships in this company.




	x10

	I feel an obligation to do my best and stay with this company.








REFERENCES

Allott, J., Gibb, J., & Akoorie, M. (2017). Low propensity to trust and guanxi: A model of creation strategies in small businesses. Academy of Management Proceedings (vol. 2017, no. 1, pp. 40 pages). https://doi.org/10.5465/ambpp.2017.12030abstract

Bakker, A.B., & Demerouti, E. (2007). The job demands-resources model: State of the art. Journal of Managerial Psychology, 22(3), 309–328. https://doi.org/10.1108/02683940710733115

Bedford, O. (2011). Guanxi-building in the workplace: A dynamic process model of working and backdoor guanxi. Journal of Business Ethics, 104(1), 149–158. https://doi.org/10.1007/s10551-011-0895-9

Blau, P. (1977). Inequality and heterogeneity: A primitive theory of social structure. New York: The Free Press.

Blois, K. (1999). Trust in business to business relationships: An evaluation of its status. Journal of Management Studies, 36(2), 197–215. https://doi.org/10.1111/1467-6486.00133

Chen, C.C., Chen, X.P., & Huang, S. (2013). Guanxi and social network research: Review and future directions. Management and Organization Review, 9(1), 167–207. https://doi.org/10.1111/more.12010

Chen, M., Chang, Y., & Lee, C. (2015). Creative entrepreneurs’ guanxi networks and success: Information and resource. Journal of Business Research, 68(4), 900–905. https://doi.org/10.1016/j.jbusres.2014.11.049

Chen, X.P., & Chen, C.C. (2004). On the intricacies of the Chinese guanxi: A process model of guanxi development. Asia Pacific Journal of Management, 21(3), 305–324. https://doi.org/10.1023/B:APJM.0000036465.19102.d5

Chen, Z.X., & Francesco, A.M. (2003). The relationship between the three components of commitment and employee performance in China. Journal of Vocational Behavior, 62(3), 490–510. https://doi.org/10.1016/S0001-8791(02)00064-7

Cheung, M., Wu, W.-P., Chan, A., & Wong, M. (2009). Supervisor and subordinate guanxi and employee work outcomes: The mediating role of job satisfaction. Journal of Business Ethics, 88(Supp.1), 77–89. https://doi.org/10.1007/s10551-008-9830-0

Chiu, R.K., Luk, V.W.M., & Tang, T.L.P. (2001). Hong Kong and China: The cash mentality revisited. Compensation and Benefits Review, 33(3), 66–72. https://doi.org/10.1177/08863680122098324

Ding, D., Akhtar, S., & Ge, G.L. (2006). Organizational differences in managerial compensation and benefits in Chinese firms. International Journal of Human Resource Management, 17(4), 693–715. https://doi.org/10.1080/09585190600581675

Donald, I., & Siu, O.L. (2001) Moderating the stress impact of environmental conditions: The effect of organizational commitment in Hong Kong and China. Journal of Environmental Psychology, 21(4), 353–368. https://doi.org/10.1006/jevp.2001.0229

Fan, Y. (2002). Guanxi’s consequences: Personal gains at social cost. Journal of Business Ethics, 38(4), 371–380. https://doi.org/10.1023/A:1016021706308

Fang T. (1999). Chinese business negotiating style. Thousand Oaks, CA: Sage Publications.


Fleisher, B.M., Hu, Y., & Li, H. (2011). Economic transition, higher education and worker productivity in China. Journal of Development Economics, 94(1), 86–94. https://doi.org/10.1016/j.jdeveco.2010.01.001

Fu, W., Deshpande, S. P., & Zhao, X. (2011). The impact of ethical behavior and facets of job satisfaction on organizational commitment of Chinese employees. Journal of Business Ethics, 104(4), 537–543. https://doi.org/10.1007/s10551-011-0928-4

Gamble, J., & Huang, Q. (2008). Organizational commitment of Chinese employees in foreign invested firms. International Journal of Human Resource Management, 19(5), 896–916. https://doi.org/10.1080/09585190801993893

Gandz, J., & Murray, V.V. (1980). The experience of workplace politics. Academy of Management Journal, 23(2), 237–251. https://doi.org/10.5465/255429

Gannon, M.J., & Pillai, R. (2013). Understanding global cultures: Metaphorical journeys through 31 nations. Thousand Oaks, CA: Sage Publications.

Graen, G.B., & Uhl-Bien, M. (1991). The transformation of professionals into self-managing and partially self-designing contributions: Toward a theory of leader-making. Journal of Management Systems, 3(3), 33–48.

Han, Y., Peng, Z., & Zhu, Y. (2012). Supervisor-subordinate guanxi and trust in supervisor: A qualitative inquiry in the People’s Republic of China. Journal of Business Ethics, 108(3), 313–324. https://doi.org/10.1007/s10551-011-1092-6

Homans, G. (1961). Social behavior: Its elementary forms. New York: Harcourt Brace Jovanovich.

Kahn, W.A. (1990). Psychological conditions of personal engagement and disengagement at work. Academy of Management Journal, 33(4), 692–724. https://doi.org/10.5465/256287

Kline, P. (2000). The handbook of psychological testing (2nd ed.). London: Routledge.

Li, P.P. (2007a). Guanxi as the Chinese norm for personalized social capital: Toward an integrated duality framework of informal exchange. In H.W., Yeoung (Ed.), Handbook of research on Asian business, (pp. 62–83). Cheltenham: Edward Elgar.

Li, P.P. (2007b). Social tie, social capital, and social behavior: Toward an integrative model of informal exchange. Asia-Pacific Journal of Business Management, 24(2), 227–246. https://doi.org/10.1007/s10490-006-9031-2

Lo, K. D. (2012). Chinese guanxi and Anglo-American networking: A comparative investigation of cross-cultural interpersonal business relationships. The Journal of International Management Studies, 7(2), 216–223.

Loscocco, K.A., & Bose, C.E. (1998). Gender and job satisfaction in urban China: The early post-Mao period. Social Science Quarterly, 79(1), 91–109.

Mayer A., & Puller, S.L. (2008). The old boy (and girl) network: Social network formation on university campuses. Journal of Public Economics, 92(1–2), 329–347. https://doi.org/10.1016/j.jpubeco.2007.09.001

Merrilees, B., & Miller, D. (1999). Direct selling in the West and East: The relative roles of product and relationship (guanxi) drivers. Journal of Business Research, 45(3), 267–273. https://doi.org/10.1016/S0148-2963(97)00238-5

Meyer, J.P., & Allen, N.J. (1997). Commitment in the workplace: Theory, research, and application. Newbury Park, CA: Sage Publications.


Mintzberg, H. (1989). Mintzberg on management: Inside our strange world of organizations. New York: Hungry Minds Inc.

Morgan, R.M., & Hunt, S.D. (1994). The commitment-trust theory of relationship marketing. Journal of Marketing, 58(3), 20–38. https://doi.org/10.2307/1252308

Mowday, R.R., Porter, L.W., & Steer, R.M. (1982). Employee-organization linkages: The psychology of commitment, absenteeism, and turnover. New York: Academic Press.

Murray, J.Y., & Fu, F.Q. (2016). Strategic guanxi orientation: How to manage distribution channels in China? Journal of International Management, 22(1), 1–16. https://doi.org/10.1016/j.intman.2015.10.003

Nielsen, R., & Smyth, R. (2008). Job satisfaction and response to incentives among China’s urban workforce. The Journal of Socio-Economics, 37(5), 1921–1936. https://doi.org/10.1016/j.socec.2008.02.008

Opper, S., Nee, V., & Holm, H.J. (2017). Risk aversion and guanxi activities: A behavioral analysis of CEOs in China. Academy of Management Journal, 60(4), 1504–1630. https://doi.org/10.5465/amj.2015.0355

Park S.H., & Luo, Y. (2001). Guanxi and organizational dynamics: Organizational networking in Chinese firms. Strategic Management Journal, 22(5), 455–477. https://doi.org/10.1002/smj.167

Pun, K.F., Chin, K.S., & Lau, H.(2000). A review of the Chinese cultural influences. International Journal of Management Review, 2(4), 325–338. https://doi.org/10.1111/1468-2370.00045

Ralston, D.A., Kai-Cheng, Y., Wang. X., & Terpstra, R.H. (1996). The cosmopolitan Chinese manager: Findings of a study on managerial values across the six regions of China. Journal of International Management, 2(2), 79–109.

Ramasamy, B., Goh, K.W., & Yeung, M.C.H. (2006). Is guanxi (relationship) a bridge to knowledge transfer? Journal of Business Research, 59(1), 130–139. https://doi.org/10.1016/j.jbusres.2005.04.001

Schwartz, S.H. (1999). A theory of cultural values and some implications for work. Applied Psychology: An International Review, 48(1), 23–47. https://doi.org/10.1111/j.1464-0597.1999.tb00047.x

Scott, D., Bishop, J.W., & Chen, X. (2003). An examination of the relationship of employee involvement with job satisfaction, employee cooperation, and intention to quit in U.S. invested enterprise in China. The International Journal of Organizational Analysis, 11(1), 3–19. https://doi.org/10.1108/eb028960

Scott, M.J.T., Harrison, R., Hussain, J., & Millman, C. (2014). The role of guanxi networks in the performance of women-led firms in China. International Journal of Gender and Entrepreneurship, 6(1), 68–82. https://doi.org/10.1108/IJGE-03-2013-0014

Siu, O.L., Spector, P.E., Cooper, C.L., & Lu, C.Q. (2005). Work stress, self-efficacy, Chinese work values, work well-being in Hong Kong and Beijing. International Journal of Stress Management, 12(3), 274–288. https://doi.org/10.1037/1072-5245.12.3.274

Snell, R. (1999). Obedience to authority and ethical dilemmas in Hong Kong companies. Business Ethics Quarterly, 9(3), 507–526. https://doi.org/10.2307/3857514


Staw, B.M., & Cohen-Charash, Y. (2005). The dispositional approach to job satisfaction: More than a mirage, but not yet an oasis. Journal of Organizational Behavior, 26(1), 59–78. https://doi.org/10.1002/job.299

Su, S.L., & Huang, K.L. (1992). Secondary school teachers’ attitudes towards teachers’ union participation and strikes. Education and Psychology Research, 15, 173–214.

Takeuchi, N., Wakabayashi, M., & Chen, Z. (2003). The strategic HRM configuration for competitive advantage: Evidence from Japanese firms in China and Taiwan. Asia Pacific Journal of Management, 20(4), 447–480. https://doi.org/10.1023/A:1026386925473

Tsui, A., Farh, J., & Xin, K. (2000). Guanxi in the Chinese context. In J. Li, A. Tsui, & E. Weldon (Eds.), Management and organizations in the Chinese context (pp. 224–242). New York: Macmillan. https://doi.org/10.1057/9780230511590_9

Wang, Y. (2004). Observations on the organizational commitment of Chinese employees: Comparative studies of state-owned enterprises and foreign-invested enterprises. The International Journal of Human Resource Management, 15(4–5), 649–669. https://doi.org/10.1080/0958519042000192889

Warner, M. (2010). In search of confucian HRM: Theory and practice in Great China and beyond. International Journal of Human Resource Management, 21(12), 2053–2078. https://doi.org/10.1080/09585192.2010.509616

Watt, L. (1999). Managing in the PRC. Better Management, 35(December), 24–28.

Wei, L., Liu, J., Chen, Y., & Wu, L. (2010). Political skill, supervisor-subordinate guanxi and career prospects in Chinese firms. Journal of Management Studies, 47(3), 437–454. https://doi.org/10.1111/j.1467-6486.2009.00871.x

Wong, Y.T., Ngo, H., & Wong, J.M. (2003). Antecedents and outcomes of employees’ trust in Chinese joint ventures. Asia Pacific Journal of Management, 20(4), 481–499. https://doi.org/10.1023/A:1026391009543

Xian, H., Atkinson, C., & Meng-Lewis, Y. (2017). Guanxi and high performance work systems in China evidence from a state owned enterprise. The International Journal of Human Resource Management, 28, 1–19. https://doi.org/10.1080/09585192.2017.1332670

Zhai, Q., Lindorff, M., & Cooper, B. (2013). Workplace guanxi: Its dispositional antecedents and mediating role in the affectivity-job satisfaction relationship. Journal of Business Ethics, 117(3), 541–551. https://doi.org/10.1007/s10551-012-1544-7

Zhang, Y., Long, L., Wu, T.Y., & Huang, X. (2015). When is pay for performance related to employee creativity in the Chinese context? The role of guanxi HRM practice, trust in management, and intrinsic motivation. Journal of Organizational Behavior, 36(5), 698–719. https://doi.org/10.1002/job.2012




OEBPS/images/Art_P15.jpg
Depressive Symtom

—+— Low ntercrions)
sustcs

- High nterachonl
Justice

Low Bargaining

High Bargaining






OEBPS/images/Art_P24.jpg





OEBPS/images/Art_P23.jpg





OEBPS/images/Art_P9.jpg
ATC MPB ™ TPA TPB TPI
ATCOL 0854 0615 0333 0.705 0543 0.639
ATCO2 0.894 0528 0348 0712 0585 0.664
ATCO3 0.868 0521 0325 0.68 0577 0651
ATCO4 0.845 0.564 0310 0.698 0568 0631
ATCOS 0.849 0524 0271 0.659 0594 0671
ATCO6 0865 0571 0331 0663 0562 0.636
ATCO7 0.845 0492 0297 0.654 0524 0599
ATCO8 0.867 0514 0309 0.647 0509 0569
ATCO9 0.806 0.464 0289 0582 0549 0580
PB1 0481 0846 0305 0465 0.400 0377
PB2 0502 0.884 0326 0461 0410 0367
PB3 0490 0.845 0279 0463 0438 0374
PB4 0560 0907 0307 0554 0491 0452
PBS 0.604 0859 0339 0.605 0432 0.498
PB6 0571 0822 0310 0542 0.448 0492
D1 0301 0333 0.803 037 0304 0340
D2 0.103 0209 0722 0183 014 0163
TD3 0122 0212 0.744 019 0171 0177
D4 0437 0376 0723 0417 0496
DS 0248 0158 0783 0268 0294
TD6 0200 0185 0.750 0273 0211 0245
TPAL 0.657 0517 0437 0812 0575 0.630
TPA2 0.623 0543 0.467 0819 0.568 0.710
TPA3 0.659 0521 0452 0.887 0.622 0.708
TPA4 0.642 0505 0394 0874 0.614 0675
TPAS 0724 0526 0352 0878 0615 0712
TPAG 0.698 0.484 0391 0.868 0.679 0.704
TPAT 0.638 0.486 0365 0.806 064 0.694
TPBL 0.686 0497 0364 0.566 0927 0.622
TPB2 0358 0344 0265 0395 0765 0.406
TPI 0.672 0463 0410 0.730 0675 03853
TPI2 0.623 0.446 0419 0.739 0.668 0.897
TP 0.645 0407 0327 0701 0.683 0883
TPH 0.649 0444 0359 0714 0.699 0895
TPIS 0.630 0.430 0383 0.681 0.659 0.858






OEBPS/images/Art_P32.jpg
CEB products/services 'NCEB products/services

EMESs from a high CD country (Cells 1 and 2)
Entrepreneurial opportunities focusing on CEB main clients

:
=
=l Ccen1 cen2
sa CEB products/services, | NCEB products/services,
CEB main clients B CEB main clients CEB main clients
35 * Services based on home- | + Import-export
T host country travel and |+ Language leaming
Eg. logistics e
8¢
aE§
OF %
g% EME: from a moderate CD country (Cells 3 and 4)
2 & [Entreprencurial opportunites focusing on NCEB main clients
£F cens Cell4
NCEB main clients | £ 8 CEB products/services, NCEB products/services,
= NCEB main clients NCEB main clients
5 + Home country goods + Industrial supplies
i « Ethnic food + Contract-based business-

to-business services






OEBPS/images/Art_P8.jpg
Perceived
ability

Perceived
integrity

Perceived
benevolence

Attitude towards

Monetary
philanthropic
behaviour

Trust
disposition






OEBPS/images/Art_P33.jpg
Tob satisfaction

Commitment

yLt 13 yls  y17 g0 vt 2 w3y

Guami x1 030+ o2+ o1 005 023 025 030" 018 026"
) 031 03 omr 020+ 03 03+ 02t 02 033
= 02 ox* o1t o1r omt 02 o016 016 0207
=4 000t -01*  -006 015 -0.10% -1t 001 000 007
=5 003 003 004 006 002 004 016 001 006
6 008 004 005 -002 009 000 o013 006 007
« 045 063 050+ 047* 059 060t 020 05Tr  044r
=8 060t 067* 044t 045 070 064 046t 050+ 053%
B 050+ o61* 046t 041r 063" 060 030t 052 0dar
10 o4 057r o4 o4gr 05T 050* 040t 065 048*

Other chasacteristies  Age 016 006 008 omr o009t ot owr 016 015%
Gender 013* 009t 005 006 005 o1t -020¢ 007 013+
Education 019t 016" 004 00 o017 os 005 006 o016t
Length of service 026 013 o018 014t 020¢ 025* o1 o1 026*
Firm type 003 007 005 001  -007 013 01t 000t -016*
Industry sector 008 008  -010° 005  —006 -0t 005 -012 -0+
Firm age 003 006 006 001 000 003 000 001 002
No. of employees 02 o1t o1 010t o+ 018 018 016t 018t
Previous jobs o oar 003 001 000" oms 010+ o1+ 003
Monthly salary 031° 023 013 018 026" 026° 014 023 028*










OEBPS/images/Art_P25.jpg





OEBPS/css/page-template.xpgt
                       



OEBPS/images/Art_P16.jpg
o + PLUNCER,; + b

VCER; x PRO; + p3 PRO; + &;

(1)






OEBPS/images/Art_P2.jpg
Fornell-Larcker

Gele MwacsD W @ B @ 5 7 W
validity

1 asB 5055 0391 0.719

2 Ac 5367 0468 0422 0764

3. AU 5335 0570 0451 0467 0770

4 cc 5179 0588 0226 0.503 0560 0.736

5. D 5122 0674 0487 0461 0489 0461 0.823

6 MN 5488 0527 0343 0467 0.634 0517 0492 0789

7. oc 5604 0569 0075 0385 0294 0514 0352 0297 0.769

5. PT 5324 0596 0333 0349 0360 0372 0336 0429 0299 0.752






OEBPS/images/Art_P13.jpg
Construct M sD 3 2 3 4 5
Bargaining 0928 089  SIM

Depressive symptom 2000 099 009 078

Interactional justice 3747 073 017 026 081

Problem solving 0605 080 003 029 026 SIM

‘Somatic strain 2473 084 011 060 014 021 080






OEBPS/images/Art_P39.jpg
State-controlled and government Private
Job satisfaction ‘Commitment Job satisfaction Commitment
Selected variables
Jos CoM1 COM2 Jos COM1 COoM2
coef  se coef s coef  se cocf e cocf e coef e
GUANXI1 1.06™  0.06 094" 005 021" 005 1.08™ 007 103" 006 012 005
GUANXI2 e 0.07 -0.10 0.06 0.12* 0.06 —029"  0.06 —0.18"  0.06 0.10"  0.05
GUANXI3 —0.38"  0.08 —032**  0.08 017" 0.07 —033" 010 —033"  0.09 —0.00 0.06
‘Number of obs. 203 203 203 196 196 196
Adjusted R? 0.71 0.70 0.18 0.77 0.71 0.14
Foreign-controlled and joint venfures
Job satisfaction ‘Commitment
Selected variables
10 COoM1 COoM2
coef s coef, s coef s
GUANXI1 092" 0.08 092" 0.07 017" 0.07
GUANXI2 —0.11 0.09 —0.00 0.08 0.04 0.08
GUANXI3 —0.40™ 0.09 —039"™ 0.08 —0.02 0.11
‘Number of obs. 98 98 98
Adjusted R? 0.74 0.68 0.07






OEBPS/images/Art_P26.jpg





OEBPS/images/Art_P30.jpg





OEBPS/images/Art_P14.jpg
Somatic Strain

25

15

Low Bargaining High Bargaining

o Low Interactins)
sustcs

- High Inteacionl
sustes






OEBPS/images/13942603.jpg
VOLUME 23, NO. 1 ISSN 1394-2603 | E-ISSN 2180-4184

Adaptive Selling Behaviour: A Study among Salesperson in Pharmaceutical
Industry
Kok Leong Wong and Cheng Ling Tan

“The Relation between Turnover Intention, High Performance Work Practices
(HPWP), and Organisational Commiitment: A Study among Private Hospital
Nurses in Malaysia
Aizzat Mohd Nasurdin, Tan Cheng Ling, and Sabrina Naseer Khan

Antecedents of Trust towards the Attitude of Charitable Organisation in
Monetary Philanthropic Donation among Generation-Y.
i Hasnah Hassan, Tajul Ariffin Masron, Noor Mohaned, and Ramayah Thurasamy

A Supporting Hand in Dealing with Interpersonal Confliets: The Role of
Interactional Justice
Nurul Ain Hidayah Abas, Kathdeen Orto, and Ramagah Thurasamy

Profit, Output Market Uncertaint Evidence from

and Corporate Investment
etnam
Le Khuong Ninh. Huynh Huw Tho, and Phan Anh Tu

Creating Sustained Strategic Capabilities through Organisational Dynamic
Capabilities and Strategies: A Case Study of Rubber Wood Export Industry in
Thailand
Yuttachai Hareebin. Somnuk Aujirapongpan, and Sununta Siengtha

Ethnie Migrant Entreprencurs® Opportunity Exploitation and Cultural Distanees
A Classification through a Matrix of Opportunities
Hamizah Abd Hamid, André M. Everett, and Conor O'Kang.

Impact of Guanxi on Managerial Satisfaction and Commitment in China
Jeffrey (Jun) Chen and Patrick F- O'Leary






OEBPS/images/Art_P1.jpg
Supervisory Control

+ Output control
+ Activity control
+ Capability control

Salesperson’s
Adaptive Selling
Behaviour

Enhancing meaningfulness
+ Promoting participation

+ Expressing confidence
Providing autonomy





OEBPS/images/Art_P27.jpg





OEBPS/images/Art_P31.jpg






OEBPS/images/Art_P10.jpg
Constructs 1 2 3 4 5 6

1. ATC

2. MPB 0.861

3. T 0366 0362

4. TPA 0.781 0.603 0480 0.850

5. TPB 0651 0.509 0378 0.725 0850

6. TPL 0.734 0500 0433 0.793 0.772 0.878






OEBPS/images/Art_P28.jpg





OEBPS/images/Art_P37.jpg
Shanghai Beyjing
Job satisfaction Commitment Job satisfaction ‘Commitment
Selected variables
Jos CoM1 COoM2 Jos CcoM1 COM2
coef  se coef  se coef  se coef e coef  se coef  se
GUANXI1 107 007 099" 0.05 -0.12" 0.06 096" 0.07 093" 008 -—001 0.06
GUANXI2 025" 0.06 014" 005 0.08 0.06 —024™ 009 —0.05 0.09 017" 0.06
GUANXI3 044" 009 036" 007 0.08 0.08 —044™ 010 038" 011 0.00 0.07
‘Number of obs. 204 204 204 142 142 142
Adjusted R? 0.75 0.78 0.09 0.79 0.74 0.19
Shenzhen Guangzhou
Job satisfaction ‘Commitment Job satisfaction Commitment
Selected variables
JOs COM1 CoM2 JOS COM1 COM2
coef  se coef  se coef  se coef  se coef  se coef e

GUANXI1 099" 013 085" 013 —0.11 0.07 095" 0.10 089" 011 —0.14 0.09
GUANXI2 —0.04 0.12 sk L 0.09 015" 008 —0.22* 0.10 —0.13 0.10 0.09 0.08
GUANXI3 —029 022 —0.15 0.18 0.17 0.14 -021" 0.13 -021" 0.16 024 012
‘Number of obs. 61 61 61 95 95 95
Adjusted R? 0.64 0.62 0.05 0.68 0.53 0.08






OEBPS/images/Art_P5.jpg
g H sz .o
E £z $E£ 337 BB
& &5 2F SR BE
£ £% §E F& £EE
s & gs &

Compensation

Employment security 0676

Organisational commitment 0483 0345

Performance appraisal 0664 0565 0524

Turnover intention 0.119 0.097 0323 0.085






OEBPS/images/Art_P36.jpg
Job satisfaction Commitment
108 coMm1 com2
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
coef se coef e coef se coef e coef se coef e

GUANXIL 107" 003 103" 0.04 100" 0.03 096" 003 009 003  —0.09"" 003
GUANXD2 -021" 004 020" 004 -008™ 004 010" 004 014 004 011" 003
GUANXI3 -035" 005 038 005  -030™ 005 034 005 008" 0.05 006 0.05
Age -001 001 001 001 003 001
Gender 013 011 -022" o1 -039 010
Education 021" 0.10 012 0.09 008 010
Length of service 012 0.06 008 0.06 -004 005
Firm age -001" 000 -000 000 -000 000
Industry sector 016" 0.05 014 0.05 008 005
No. of employees 009 0.06 007 005 002 005
Previous jobs -009 008 -011 007 -028™ 008
Monthly salary -000 005 -125" 051 000 005 -113 049  -000 005 035 041
Number of obs 502 502 502 502 502 502

Adjusted R? 074 075 0.71 0.72 0.05 011






OEBPS/images/Art_P19.jpg
pg = %/ %)

i = AMC, [ MC,(%) @





OEBPS/images/Art_P38.jpg
Male Female
Job satisfaction Commitment Job satisfaction Commitment
Selected variables
108 coM1 com2 108 coM1 coM2

coef  se coef  se coef  se coef  se coef  se coef  se
GUANXIL 109" 0.05 102" 005 005 004 099" 0.06 089 005 -026™ 004
GUANXD2 022" 006  -015™ 006 012" 005 017" 005 -005 005 006 004
GUANXI3 041" 007  -036™ 007 009 006  -033" 008  -029"" 008 006 007
Number of Obs 262 262 262 240 240 240
Adjusted R 0.77 0.73 0.08 071 0.68 021






OEBPS/images/Art_P3.jpg
Hypothesised ~ Beta Hypothesis test

Hypothesis v coefient FVAlue  pvalie  Stat.Sig s
Hla AC>ASB 0248  2814** 0002 Significant Supported
HIb CC>ASB 0157 1539 0062 Notsignificant Not supported
Hle OC>ASB  -0174 1355 0088 Notsignificant Not supported
H2a MNASB 0062 0598 0275 Notsignificant Not supported
H)b PT>ASB 0166 1779 0038 Sigaificant Supported
2c CD>ASB 0340  3604** 0000 Significant Supported
H2M AU ASB 0288 3143 0001  Sigafficant Supported






OEBPS/images/Art_P20.jpg
o _ AT/ 7i(%)
PE, = mac/aco <%

7= m,/TR,

©





OEBPS/images/Art_P12.jpg
CONCERN FOR OTHERS

IGH

LOW

CONCERN FOR SELF

HIGH . LOw

INTEGRATING ' OBLIGING

COMPROMISING -

DOMINATING | AVOIDING

Distributive

Dimension

 Integrative
Dimension





OEBPS/images/Art_P11.jpg
Hypothesis Relationship E:fa ;dm tvalie pvalie LL UL
H1 TPA & ATC 0531 0.063 8395 0.000 0432 0.636
H2 TPI 9 ATC 0250 0.080 3.104 0.001 0.113 0384
H3 TPB - ATC 0.085  0.050 1.702 0.045 0.012 0172
H4 TD = ATC —0029 0.035 0.831 0203 —0.112 -0.002
HS ATC & MPB 0413 0.097 4269 0.000 0238 0.565
H6 TPA > MPB 0274 0.108 2527 0.006 0.099 0.445
H7 TPI > MPB 0.178  0.093 1.907 0.029 0.089 0.360
HS TPB - MPB 0.139  0.079 1754 0.040 0.019 0278
H9 TD - MPB 0.104  0.057 1815 0.035 0.022 0.209
H10 TPA > ATC > MPB 0219 0058 3.788 0.000 0.113 0324
HI1 TPI 9 ATC - MPB 0103  0.044 2345 0.019 0.034 0.203
H12 TPB = ATC - MPB 0.035  0.025 1382 0.167 —0.013 0.091
HI13 TD = ATC - MPB —0.012  0.020 0.583 0560 —0.056 0.025






OEBPS/images/Art_P29.jpg





OEBPS/images/Art_P4.jpg
High Performance
Work Practices

+ Performance appraisal
+ Compensation
+ Employment security

l

Organisational
Commitment

Turnover
Intention







OEBPS/images/Art_P21.jpg
Development of temporary

Eleent Key esoces e MUY crrage ot swtegie capbilies Susained e capabiies
raC Spuergiingand egraion o+ deniiag ways s Opersionade scteic s
e e, S otk S,
) Avoidance of product imitation  °F frmiture prodicts, new ferm vestment
Organisational culture ousrket oppoiumities
(Glevics & Vaituusie 2006, © Devekpng adaddig e g prongh promoron© Deciions of aders who e
G coug et comparbiy e e o chaage o e siasss g
and sl et bevsen universities” business incubator
Leadership resources and capabilities o
(Bass & Avolio, 1997; Chang, 2015 projects and the goverument
Prsensistoenc & Keow, 2017
KBC  + Espertse capabilis Cresing a e body of Busiessopersia prossdices+ Taegestion of mporent it
(Dosly, Comn, & \cPhee, 002 knovledgeonscontimwons  sad clese ondesandng ot o develo el prapectc
Keveue Vi 207 v cucomes ofswhselatonsips | g
v & Mcean, 2009 Efeive conmusicaion Crosonofdcpkmowedge  kaowldas ki 0 oo
Technlogial subyten tiough kol dhuingin e nbberwood funtwe  Enowedes
(Sauto, Arsj, & Comes, 2017, indueey andaiipationof
s ¢ Lestin forccninoss ; Chaage o idss lesdiog o e
Yang & Chén,2007) improvement and ability o Toture trends) industry
Knoviedge cenre it s st
(Roges, Dol & Beore, 2005
Fiseae 206 Venkitacom &
Willmor, 2017)
NEC + Reource access Negotiste toobtsia betes e+ Collbortion cn ead smlyss - New ageements o

(Mattsson, Corsaro, & Ramos, 2015
Phichai, 2009)

HRM activiies

(Ritter, 1999; Lind. 2015)

Integrated communication
(Kaoke & Yang, 2008:
Mattsson et al., 2015)

and conditions

Netwarking and collaboration
to seduce intemal constraints
and develop new products

of the furniture markets

Testing of assumptions for
the materiatisation of business
strategies

Communication patterns
between networks through
‘marketing activities or MOU

collaboration opportusities.

Social capital to reduce
complesities and diffculties in
implementing sirategies






OEBPS/images/Art_P17.jpg
&





OEBPS/images/Art_P34.jpg
Guansi Job satisfaction Commitment

Component Eigenvalue Cumulative (%) _Component Eigenvalue Cumulative Component Eigenvalue Cumulative (%)
Compl (GUANXI1) 323 3 Compl (10S) 536 54 Compl (COM1) 476 48
Comp2 (GUANXI2) 196 52 Comp2 081 ) Comp2 (COM2) 128 60
Comp3 (GUANXI3) 124 64 Comp3 069 6 Comp3 68
Comp4 081 ) Compd 063 75 Compd 74
Comps 057 78 Comps 054 0 Comps 50
Comps 052 83 Comps 047 85 Comps. 85
Comp7 048 58 Comp7 045 %0 Comp7 %0
Comp8 043 93 Comps 039 9 Comps 94
Comp? 041 97 Compo 037 97 Compo o8
Comp10 034 100 Comp10 029 100 Comp10 100






OEBPS/images/Art_P7.jpg
Relationships  Hypothesis Path Do Sudrd e Decision
Direct H1 PASTI 0.072 0.047 1525  Not supported
H2 o 5 3 —-0.059 0.053 1117  Not supported
H3 ESSTI 0114 0051 2226 Notsupported
H4 oc>TI —0.358** 0.044 8.185  Supported
HS PAOC 0.275** 0.044 6.303  Supported
H6 c=>oc 0.234** 0.050 4722 Supported
HT ES0C 0028 0049 0569 Notsupported
Indirect H8 PAOC-TI -0.098** 0.019 5.137  Supported
HY C30CHTL —0.084** 0.021 3982  Supported
H10 ES0CTI -0.010 0.018 0.558  Not supported






OEBPS/images/Art_P22.jpg
Esternal Environmental Change

Organisational Strategic Capabiliies e oo

(RBC, KBC, and NBC)

Dynamic Strategy

f—
Copniites ||
Development e iulll B [P EY

Developing Suaegic Cpablicies






OEBPS/images/Art_P35.jpg
Guansi Job satisfaction Commitment
Varisbles  GUANXII  GUANXD)  GUANXD Variables  JOS Variables  COMI _ COM2
x1 026 0.09) it 032 037 013
x 034 010 yi2 033 031 027
3 026 0.09 ¥3 036 034
x4 -0.04 057 y1la 032 033
x5 0.03 08 ys 030 038
x6 o1 053 Y6 028 037
7 042 -0.10 y7 027 026
8 043 -0.09 w8 027 025
9 044 -0.05 y1o 033 033
x10 042 -0.09 110 037 012






OEBPS/images/Art_P18.jpg
INV; = po* )IUUNCER; + jUNCER; x PRO; + p3 PRO;
+ B IRR; + fs RISK, + s DSAL, + ; COMP,
+ BsCOMP; + B3 BRI, + o BRI} + 1 MANU,
+ B, SERV, + ¢;

3)





OEBPS/images/Art_P6.jpg
ores
S5
R oy
o
| om
pien

Intnton

g Commium

Employment
‘Seauty





