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Abstract

The present study examines the relationship between Perceived Organizational Politics (POP) and self-reported
Organizational Citizenship Behavior (OCB) focusing on three mediating variables, transactional leadership,
transformational leadership, and resilience. 210 employees from a variety of organizations and backgrounds
completed a questionnaire containing standard measures of the study variables. Analysis of the data using Amos
statistical package shows that OCB is significantly associated with POP, and that leadership styles and resilience
significantly mediate this association. The results are discussed in terms of employees’ motivation to react to
lack of perceived clarity, justice and fairness by enhancing their self-report of OCB engagement. Further
research is needed to better understand the meaning of self-reported OCB.

Keywords: organizational politics, resilience, organizational citizenship behavior
1. Introduction

Although the theme of organizational politics has been amply explored, relatively insufficient attention has been
devoted to its likely obnoxious outcomes. This state of affairs is particularly worrisome, considering the
undesirable consequences that political wrangling in the workplace might have on employees’ proactive
organizational behavior, generally labeled as Organizational Citizenship Behavior (OCB).

Organizational politics can be construed from the negative, subjective view of the observer as perceived
organizational politics (POP), whereby employees, for example, tend to believe that organizational
decision-making processes are fueled by self-serving activities (Vigoda-Gadot & Drory, 2016). The detrimental
effect of such perceived managerial behavior on OCB is possibly mitigated by several factors that should be
more thoroughly investigated: We need an in-depth understanding of how, for instance, factors such as managers’
leadership styles (transformational vs. transactional, embedded in the organizational setting), and employees’
resilience (on the individual level), link to perceived organizational politics on organizational citizenship. We
might also wish to capitalize on the job demands-resources (JD-R) theoretical model by positing that harmful
work conditions hinder the display of employees’ positive, beneficial work behaviors, and that this reticence can
be attenuated by enhancing resources (Bakker & Demerouti, 2007).

In the current study, we postulate that both leadership style and employee resilience may mediate the effect of
POP on OCB. Where the styles are appropriate, both transformational and transactional leadership modes can
foster personal development and reinforce goal attainment with proportionate rewards. Individual resilience
encompasses the competence to bounce back from setbacks and, subsequently, reach higher levels of
achievement. These two factors — leadership style and resilience — can act as resources contributing to the
attenuation of the low levels of OCB attributable to high levels of POP. We proceed now with further discussion
of the aforenoted variables of the current study.

1.1 Organizational Politics

Organizational politics (OP) has been attracting considerable academic attention for over four decades (Bergeron
& Thompson, 2020; Hochwarter, Rose & Jordan, 2020). The term as defined by Ferris, Russ and Fandt (1989)
comprises behaviors strategically targeted to maximize self-interests, and likely to undermine collective

organizational goals and the interests of other employees in the workplace. Kipnis, Schmidt and Wilkinson (1980)
suggested that OP is construed as carrying a negative load of manipulation, subversion, and illegitimate ways of

1
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attaining egocentric objectives.

Numerous studies have attempted to examine the definition, dynamics, causes and antecedents of this
phenomenon and to discuss the implications for organizations' functioning and for employees’ well-being. The
majority of researchers pointed at the negative sides of OP, associating it with a climate of manipulations, lack of
justice and fairness, and self-serving motives. Other researchers noted some positive aspects of OP, as well
associating it with effective leadership and constructive coalition building (Bacharach, 2005). Many of the
studies focused on the negative effects of OP in employees. Within political environments, employees tend to
feel threatened by the uncertainty, ambiguity and the self-interest actions that occur with individuals (Harris,
Harris & Wheeler, 2009). Others proposed that organizational politics were the source of conflict and stress at
the workplace (Ladebo, 2006; Vigoda-Gadot & Kapun, 2005). Other studies highlighted the negative effect of
OP on job outcomes and job performance (e.g., Drory, 1993; Ferris & Kacmar, 1992; Kacmar, Bozeman, Carlson,
& Anthony, 1999; Vigoda-Gadot, 2003). Vigoda-Gadot and Drory (2016) recorded that empirical research has
substantiated both descriptions of organizational politics and the harmful effects that such politics have on
employees. It was further found that trust and social support can moderate the negative effect of OP on job
outcomes (Vigoda-Gadot & Talmud, 2010). Surprisingly, one aspect that has not yet been widely explored is the
potential coping mechanisms, which employees may adopt in an attempt to reduce the adverse effect of OP. We
shall attempt to address this aspect at a later point.

1.2 Organizational Citizenship Behavior

Organ (1988) identified a set of work-related behaviors described as "individual behavior that is discretionary,
not directly or explicitly recognized by the formal reward system, and that in the aggregate promotes the
effective functioning of the organization".

These activities, which are neither formally recognized nor rewarded, have been subsumed under the heading of
Organizational Citizenship Behavior (OCB) (Chernyak-Hai & Rabenu, 2018). Notably, in the increasingly
dynamic and competitive organizational environment, OCB is considered a highly-valued contributor to the
effective functioning of an organization. In recent years, there has been increasing interest in OCB recorded by
many management scholars (e.g., Bogler & Somech, 2019; Henderson, Foster, Mathews, & Zicker, 2020; Oren
et al., 2013; Parker, Subrahmanian, & Hussain, in press; Turnipseed, 2018). According to Tziner and Sharoni
(2014), since the year 2000, no fewer than four hundred articles on OCB and related constructs have been
published by organizational researchers.

Past studies of OCB indicate the utility of differentiating between OCB targeted at the organization (OCB-0O)
and OCB directed towards individuals at the workplace (OCB-1) (Podsakoff et al., 2009; Spitzmuller, VVan Dyne,
& llies, 2008). This distinction has been employed in this investigation to explore whether, concerning each
specific category of OCB, differential patterns of relationships with the other variables unfold.

While OCB was initially considered a highly desirable phenomenon, reflecting a spirit of voluntarism and
goodwill towards the organization and coworkers, Bolino (1999) was the first to suggest that OCB may often be
motivated by impression management motives. Employees may enhance their OCB and the awareness of their
environment to their OCB in order to further their own selfish agenda. Bolino goes further to suggest that when
organizational processes such as rule enforcement, performance appraisal, and advancement decisions become
politicized and subjective, rather than objective, an individual’s image tends to become important. Ralston and
Elsass (1989) suggested that individuals used impression management strategies in reaction to political
environments in an attempt to improve their personal image, using acts of citizenship to achieve it. We therefore
hypothesize that:

H1: OCB will be positively related to the perception of OP.

However, in an attempt to shed further light on the mechanism through which organizational politics relate
positively to OCB, we elected to examine transformational and transactional leadership styles, as well as
resilience, as possible significant mediating variables — constructs that we considered to have reasonable
explanatory potential.

1.3 Transformational and Transactional Leadership Styles

Leadership styles, of course, vary among leaders. Of particular note, recent literature on the subject has
distinguished between two specific styles of leadership labeled, respectively, transformational and transactional
leadership. (Kanat-Maimon, Elimelech, & Roth, 2020; Shkoler & Tziner, 2020).

Transformational leaders tend to inspire subordinates (or followers) and entire collectives. Transformational
leadership operates through mechanisms of affect, cognitions, and behaviors, and such leaders influence and

2
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manage their followers’ actions via shared belief systems (cognitions), positive emotions (affect), and through
the mutual expression of a collective vision (Bass, 2007; Jung & Avolio, 1999; Kark, Van Dijk, & Vashdi, 2018;
Perilla-Toro & Gdmez-Ortiz, 2017; Xenikou, 2017; Yaffe & Kark, 2011). The transformational leadership
paradigm is essentially a two-dimensional framework (Hernandez, Eberly, Avolio, & Johnson, 2011). Although
commands filter down the hierarchy, the leader is open to debate, and may also be influenced by the followers,
so that there is a reciprocal dyadic process rather than a unidirectional leadership pattern.

In contradistinction, transactional leadership designates the ‘traditional' leader. The leadership mechanism
originates from the leader, and the leader alone. Commands go down the hierarchy and are unidirectional or even
unilateral. The leader will more likely invoke an authoritative structure directed at influencing followers’
behaviors. This style has been conceptualized in terms of an exchange process, in which rewards are offered for
compliance, and punishment for non-compliance (Bass, 2007; Jung & Avolio, 1999; Yaffe & Kark, 2011). The
transactional leader sets standards and norms and highlights obligations, while directing subordinates to perform
tasks in the “correct and expected way", which encourages conformism and submission (Bass, 1985; Gorman et
al., 2012; Kark, Katz-Navon, & Delegach, 2015; Kark, Van Dijk, & Vashdi, 2018).

We propose that employees’ perception of the leadership styles described above will mediate the relationships
between OP and OCB. We maintain that the perception of both leadership styles impacts the employees' trust in
reward allocation consistency, transparency and justice. Hence:

H2: The more employees feel that they can rely on their superiors to ensure fair and just allocation of rewards,
the less they would react to higher OP by increasing their citizenship behavior.

1.4 Resilience

While resilience may be considered an “experience” (Madrid, Diaz, Leka, Leiva, & Barros, 2018, p. 465), the
term is usually defined as “the human ability to adapt in the face of tragedy, trauma, adversity, hardship, and
ongoing significant life stressors” (Newman, 2005, p. 227). Notably, in the context of positive adaptation to
stressful events and adversity, the concept has been researched extensively in the literature (e.g., American
Psychological Association, 2014; Britt, Shenn, Sinclair, Grossman & Klieger, 2016; Fikretoglu & McCreary,
2012; Lau, Wilkins-Yel, & Wong, 2020; Meredith et al., 2011; Oshio, Taku, Hirano, & Saeed, 2018).

Highly resilient individuals have emotional stability (Masten, 2001), and their emotions seem to be more positive
than negative. Following Bonnano (2004), resilience reflects the ability to maintain a stable equilibrium in the
wake of stressful events. For Carver (1998), resilience refers to (a) people’s ability to return to their previous
levels of functioning; (b) as indicated above, the competence to bounce back from setbacks; and (c) subsequently,
to reach higher levels of achievement (Crawford, LePine & Rich, 2010; Walpita & Arambepola, 2020). In sum,
following Hobfoll (2011), resilience refers to people’s ability to endure the most detrimental effects of stressful
challenges, and still remain vital, steadfast, and engaged in important life tasks. We hence propose that:

H3: Employee resilience will mediate the relationship between OP and OCB. The higher the resilience, the
stronger the inclination to react to OP by positive and constructive out-of-role behaviors in an attempt to
maximize the chance of higher reward allocation in an uncertain environment.

To sum up, we hypothesize that these variables interrelate as displayed in the theoretical model in Figure 1;
namely, that the variables of leadership style and resilience mediate the relationship between organizational
politics (OP) and OCB.

According to this model, organizational politics will be positively related to OCB. We hypothesize that the more
the climate is perceived as lacking fair and systematic practices of reward allocation and justice, the greater the
employee’s inclination to create a positive image by various means such as out-of-role citizenship behavior in
the hope of increasing the probability of maximizing rewards.

Mediating variables: The model further suggests that the relations between OP and OCB will be mediated by
transactional leadership, transformational leadership and personal resilience. The rationale behind the choice of
these mediating variables is as follows.

Transactional leadership — We suggest that when operating in a political climate, employees look around for
support systems, which may counterbalance the psychological uncertainty and relieve potential anxiety.
Naturally, they look up to their immediate superior for supporting clues. The transactional leader offers clarity
and stability regarding the rules of exchange in terms of what work inputs will be rewarded and what the rewards
will be. This style may lower the uncertainty caused by the political climate, and may reduce the need to resort to
out-of-role activities such as OCB in the hope of creating a positive image, which will hopefully increase the
probability of positive reward.
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Transformational leadership — in contrast to the transactional leader, the transformational leader attempts to
inspire and to instill values rather than offer rewards in exchange for work input. This approach does not
alleviate the feeling of insecurity and mistrust caused by political climate. It is therefore hypothesized that when
the climate is already perceived as political, the less the employee can rely on the superior to ensure clarity and
fair exchange, the greater the effort to resort to OCB will be.

Resilience — We suggest that highly resilient individuals have a strong capability for dealing with unfavorable
situations. They are self-assured and ready to fight to overcome obstacles. They utilize their resources
expediently and in a positive fashion, thus improving their standing with their superiors in a relatively
unpredictable situation, and increasing the probability of being positively rewarded. When they face a highly
political climate, appearing to lack fairness in the allocation of rewards, they are expected to diversify their
efforts to include more OCB, and report on doing so more strongly.

The goal of the study reported in this paper was to ascertain to what extent this theoretical model holds up.

Resilience

OCB-I

Organizational

Politics

OoCB-O

Transactional
Leadership

Transformational

Leadership

Figure 1. Research Model — The Mediated Association between Organizational Politics and OCB

Note. OCB-I = interpersonal dimension of organizational citizenship behaviors. OCB-O = organizational
dimension of organizational citizenship behaviors

2. Method
2.1 Participants

The sample consisted of 210 employees, of which 53.3% were men and 46.7% women between the ages 20-67
(M =41.68, SD = 9.93); married (68.1%), single (13.3%), divorced or separated (15.2%), and widowed (3.3%).
In terms of education, 29.5% had completed a high-school education, 44.3% held a BA, and 26.2% an MA and
above. By religiosity, 5.7% were orthodox (or very religious), 27.1% religious, 34.3% traditional/ conservative,
29% secular, and 3.8% atheists. In addition, regarding job tenure, 0-5 years: 21%, 6-10 years: 22.9%, 11-15
years: 28.1%, 16-20 years: 14.3%, and 20 years and above: 13.8%. 41.9% worked in the public sector, 34.3% in
the private sector, 14.8% in high-tech industries, and only 9% were self-employed/freelancers. Overall, 56.2%
held a non-managerial role, while 43.8% held some kind of managerial role within the organization.

The questionnaires were administered by the third author under the supervision of the first one. Participation in
the survey was voluntary. Anonymity and discretion of the participants and the derived data were guaranteed,
and included an informed consent statement at the beginning of the survey, ascertaining their agreement to
participate. The information was treated responsibly, according to legislation in the field of data confidentiality.
No incentives were offered to the participants for their cooperation. The participants were assured of our respect
for data confidentiality throughout the stages of collection, processing, storage, dissemination, and archiving. No
personal data of the respondents was recorded, making them impossible to identify. In a way, they could be
regarded as convenience subjects.
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2.2 Measures

Leadership styles were measured using the 36-item Multifactor Leadership Questionnaire (MLQ; Avolio & Bass,
1991), on a Likert-type scale ranging from 1 (“strongly disagree”) to 6 (“strongly agree”). Transactional
leadership was assessed by 12 items; for example, “Your leader assists you based on effort.” In the present study,
reliability was good (a0 = .81, M = 3.62, SD = 0.59). Transformational leadership was gauged by 24 items; for
example, “Your leader teaches and coaches.” In the present study, reliability was high (o = .93, M = 3.73, SD =
0.80).

Organizational citizenship behaviors were gauged by a 14-item measure rated on a Likert scale ranging from 1
(“strongly disagree”) to 6 (“strongly agree”) to assess employees’ organizational behaviors (Williams &
Anderson, 1991). OCB-I (interpersonal) is indicated by items 1-7, for example: “Helps others who have heavy
workloads.” In the present study, reliability was good (a = .85, M = 4.07, SD = 0.86). OCB-O (organizational) is
indicated by items 8-14 (items 10-12 are reverse-coded), for example: “Adheres to informal rules devised to
maintain order.” In the present study, reliability was adequate (o =.70, M = 3.84, SD = 0.72).

Resilience was measured using the 25-item Connor-Davidson Resilience Scale (CD-RISC; Connor & Davidson,
2003), on a Likert-type scale ranging from 1 (“rarely true”) to 6 (“true nearly all of the time”). For example,
“When things look hopeless, I don’t give up” and “Able to adapt to change.” In the present study, reliability was
high (o= .96, M = 3.98, SD = 0.83).

Control variables. In further analyses, we also controlled for the effects of gender, age, tenure, managerial role,
sector/industry, religiosity, and education.

Organizational politics was gauged using the 12-item Perceptions of Politics Scale (POPS; Kacmar & Carlson,
1997), on a Likert-type scale ranging from 1 (“strongly disagree”) to 6 (“strongly agree”). For example, “There
has always been an influential group in this department that no-one ever crosses.” In the present study, reliability
was subpar (o =.51). Thus, after employing a factor analysis, six items were discarded from further analyses due
to reliability concerns for two main reasons: (1) qualitatively — these items were essentially different from the
other six items, and (2) quantitatively — these items did not add any meaningful mathematical information to the
latent construct of organizational politics (e.g., Corrected Item-Total Correlations ranged between [-.07]-[.15],
which is unacceptable by normal standards) (for further reading, see: Henderson, Foster, Matthews, & Zickar,
2019). After doing so, the alpha coefficient was adequate o= .83, M = 3.81, SD = 0.87).

As shown in Table 1, these analyses produced clean, adequate, and reliable factors that act as references for
further analyses in this study from this point onwards.

3. Results

Initially, three tests were employed to assess the extent to which inter-correlations among the variables might be
an artifact of common method variance (CMV): (a) Harman’s single-factor method (a confirmatory factor
analysis [CFA] in which all items are concurrently loaded on one single factor); (b) a common latent factor
method (a CFA in which all items are loaded on both their expected factors and one common latent factor is
loaded on each of the items respectively, but are uncorrelated to their respective latent factors); and (c) a CFA
without a common latent factor, as proposed by Podsakoff et al. (2003), and backed by Jawahar, Schreurs and
Mohammed (2018) and Tziner, Shkoler and Fein (2020).

The Harman’s single-factor method accounted only for 27.60% of the explained variance:  (3,519) =
12,513.77, p = .000,  %df = 3.56, CFI = .63, NFI = .76, GFI = .83, SRMR = .17, RMSEA (90% CI) = .27
(.13-.29), p-close = .000. In addition, the common-latent factor accounted only for 24.19% of the explained
variance:  %(3,317) =9,325.17, p = .000, %df = 2.81, CFI = .75, NFI = .81, GFI = .84, SRMR = .13, RMSEA
(90% CI) = .18 (.07-.22), p-close = .000. Last, the CFA analysis (without a common latent factor) accounted
only for 22.95% of the explained variance:  *(3,107) = 6,493.62, p = .000, /df = 2.09, CFI = .84, NFI = .86,
GFI = .90, SRMR = .10, RMSEA (90% CI) = .12 (.00-.16), p-close = .009. As can be seen, the common latent
factor method produced better indices and less CMV. While these results do not completely exclude the
likelihood of same-source bias (i.e., CMV), following Podsakoff et al. (2003), less than 50% (R? < .50) of the
explained variance accounted for by the first emerging factor—together with the poor model fit for each
analysis—indicates that CMV is an unlikely explanation of our investigation’s findings. Additionally, it is
important to note that prior to conducting further analyses, we followed Tehseen, Ramayah and Sajilan's (2017)
suggestion for correcting CMV via construct-level correction. Although not completely devoid of CMV, its level
has been reduced to a bare-minimum for each variable.

Furthermore, zero-order Pearson correlations were calculated in order to observe the intercorrelations among the
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research variables, as shown in Table 1 (again, after correcting for CMV, as mentioned before).

Table 1. Pearson Correlations Matrix (N = 210)

1 2 3 4 5

1. Org. Politics

2. Resilience 56

3. Transformational .38 577"

4. Transactional 517" 437 57

5. OCB-I 4977 7277 48T 327

6. OCB-O 14" 587 197 -16" 547
Notes: *p < .05, **p < .01, ***p < .001. Org. = organizational. Transformational = transformational leadership
style. Transactional = transactional leadership style. OCB-I = interpersonal dimension of organizational

citizenship behaviors. OCB-O = organizational dimension of organizational citizenship behaviors

To test the mediation model as a whole, we utilized the AMOS software program (v. 23). The model’s fit is
adequate. However, to distinguish the model from other factorial alternatives, we tested the same model with
some variations to it, as presented in Table 2. As can be seen in Table 2, the fit of the model is at its relative best
when testing the current model as originally presented in Figure 1. As such, this is the model the research will
continue using. Moreover, further path analysis (with 95% CI and 5,000 resampling based on bias-corrected
bootstrapping) is presented in Tables 3 and 4, and Figure 2.

Table 2. Measurement Model’s SEM Analyses and Comparisons

Model “(df)  Sig. ’/df CFI NFI IFI GFI SRMR RMSEA®

Base” 9.21(1)  .002 9.21 .99 .99 .98 .98 .05 20 (.10-.32)
ocs? 12.88(1) .000 12.88 .90 91 .88 94 .08 17 (.15-.25)
Leadership®  8.46(1)  .000 8.46 84 87 .89 .90 .05 26 (.13-.37)

Notes. (1) 90% CI. (2) Base = original model as depicted in Figure 1. (3) OCB variable combined as one
variable instead of its two dimensions. (4) Leadership variable combined as one continuous variable instead of
two

Table 3. Path analysis for the full research model

Path SE t-test Sig.
Org. Politics - Resilience .56 0.06 9.66 .000
Org. Politics - Transactional .51 0.04 8.48 .000
Org. Politics - Transformational .39 0.06 6.21 .000
Org. Politics - OCB-I1 15 0.06 2.39 .017
Org. Politics - OCB-0O -.07 0.05 -1.21 227
Resilience - OCB-I .60 0.06 9.70 .000
Resilience - OCB-O .76 0.05 12.78 .000
Transactional - OCB-I -.08 0.09 -1.36 172
Transactional - OCB-O -.46 0.07 -7.93 .000
Transformational - OCB-I A2 0.07 1.93 .049
Transformational - OCB-0O .04 0.06 0.59 .556
Notes: SE = standard error. Org. = organizational. Transformational = transformational leadership style.
Transactional = transactional leadership style. OCB-I = interpersonal dimension of organizational citizenship

behaviors. OCB-O = organizational dimension of organizational citizenship behaviors

Table 3 depicts the indirect effects analyses via bootstrapping. As can be seen, transformational leadership style,
transactional leadership style, and resilience act as mediators between Organizational Politics and
OCB-1/0CB-0O (an exception is the mediation effect between Organizational Politics and OCB-O which is
non-significant (p =.182 and p = .159, respectively).
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Table 4. SEM bootstrapping (95% CI) for the standardized indirect effects

Path LL UL Sig.
Organizational Politics - Resilience - OCB-I 0.26 0.47 .000
Organizational Politics - Resilience — OCB-O 0.28 0.53 .000
Organizational Politics - Transactional — OCB-I -0.27 -0.06 .003
Organizational Politics — Transactional — OCB-O -0.02 0.15 .182
Organizational Politics - Transformational - OCB-I 0.05 0.27 .000
Organizational Politics - Transformational — OCB-O -0.02 0.21 .159
OCB-I = interpersonal dimension of organizational citizenship behaviors. OCB-O = organizational dimension

of organizational citizenship behaviors; LL = lower limit of CI; UL = upper limit of CI; (1) Mediators =
transformational leadership + transactional leadership + resilience

Resilience

Organizational
Politics

Transactional
Leadership

Transformational
Leadership

Figure 2. Path Analysis and Standardized Regression Coefficients for the Research Model

Notes: *p < .05, **p < .01, ***p < .001. OCB-I = interpersonal dimension of organizational citizenship
behaviors. OCB-O = organizational dimension of organizational citizenship behaviors

4. Discussion

As indicated in the introduction, the first generation of OCB research portrayed this class of work-related
behavior as a reflection of benevolent attitudes and a predisposition of the “good soldier”. This notion was later
challenged by other researchers, who questioned the validity of this assessment (Bolino, Klotz, Turnley, &
Harvey, 2013). Bolino (1999) suggested, for example, that OCB may be impression-enhancing and self-serving.
Although, by definition, OCB is not officially rewarded by the organization, there may yet prevail an informal
expectation by management that OCB would occur and, consequently, employees would feel compelled to
behave as good citizens and to create the impression of engagement in OCB (Porpora, 1989; Vigoda-Gadot,
2006). We, therefore, assume that a self-reported OCB score reflects two components; namely, (a) actual
citizenship behavior, and (b) an attempt to establish an impression of OCB.

Based on the results of this investigation, we could suggest further that the motivation to perform OCB could be
multilayered. That is to say, beyond the benevolent motivation, OCB may be a reaction to an ambiguous
environment, where the employee is unsure about the justice in the reward system. Under such conditions, the
employees may (a) diversify their work-related positive activities, and (b) invest more efforts in advertising such
actions, in the hope that such diversification would increase the probability of gaining personal benefits.

This suggested mechanism may explain the strong positive correlation found between the perception of
organizational politics and self-reported OCB. The close association between these two factors may indicate that
in a highly political climate, in which the rules governing the allocation of organizational benefits and rewards
are uncertain and perceived as unjust, there is a greater tendency to increase the scope of informal work-related
behaviors beyond the formal set of requirements. Simultaneously, as indicated, those same employees attempt to


https://onlinelibrary.wiley.com/action/doSearch?ContribAuthorStored=Bolino%2C+Mark+C

http://ibr.ccsenet.org International Business Research \Vol. 14, No. 2; 2021

create an impression of OCB in the hope that such tactics improve their image in the eyes of those who control
their organizational benefits, including promotion within the organization. On the other hand, given a lower
perception of OP, there is greater certainty about how job behavior is rewarded, and there is a lesser need to
create an impression, either genuine or false, of contributing in other ways to the organization. This finding
supports Ralston and Elsass’s hypothesis that a high perception of OP leads to a high level of impression
management efforts (Ralston & Elsass, 1989). Our interpretation of the results suggests that employees may use
OCB as a coping mechanism to overcome the threatening impact of political climate.

The hypothesized effects of the three mediating variables were clearly supported by the results. Employees
perceive their work environment through a complex stream of cues from various sources. The perception of OP,
as well as the perception of one's superior, rely on sources such as coworkers' gossip and information, personal
experiences, and the assessment of individuals in one's surroundings. The processing of this complex data is
probably also affected by personality characteristics. The consequent employee behavior reflects the way such
perceptions are combined. This study proposed a mediation pattern of relations. The results demonstrate that
transformational leadership and transactional leadership, respectively, mediate the relationship between OP and
OCB significantly, albeit in opposite directions.

The findings concerning transactional leadership were significant only with regard to OCB-I, the interpersonal
dimension of organizational citizenship behaviors. It was found that the stronger the perception of the leader as
transactional, the weaker the positive relations between OP and OCB-l. As noted, the transactional leader
emphasizes a system that rewards specific desirable behaviors and punishes undesirable behavior among
followers. The stronger this leadership style is, the more clarity there is in the atmosphere, and the greater the
confidence that behavior is monitored and rewarded systematically and predictively. Subordinates increasingly
feel that they know what is expected of them, and which behaviors will be rewarded. Such clarity reduces the
need among employees to expand their efforts to activities outside their defined role or to inflate the impression
of OCB in a self-reported questionnaire. In that respect, the atmosphere of mistrust and uncertainty created by a
political climate in the organization is mediated by the extent to which an atmosphere of clarity is induced by the
transactional leader.

By way of contrast, transformational leaders operate as role models: They tend to create a group identity among
their followers, and they inspire and encourage independence among that group’s membership. Transformational
leaders do not offer specific clarity or attempt to reduce an existing level of the political climate. Presumably,
because this leadership style empowers the group members, the superior is less likely to shield them from a
highly-charged political climate, where certainty about the rules of reward allocation is lacking. The stronger the
superior's transformational style is, the more the employees are inclined to rely on their own resources that
incorporate making greater attempts to develop an image of a high OCB performer in the hope that a wider range
of positive behaviors may work in their favor.

Resilience was also found to be a significant mediator of the relationship between OP and OCB. More
specifically, the association between OP and OCB becomes stronger when the level of personal resilience is
higher. As hypothesized, the more resilient individual is capable of handling the stress resulting from the political
climate, and acts positively and more intensely to emphasize the venue of citizenship behavior attempting to
diversify the efforts that potentially create a positive impression.

In summary, the results of this study point towards an interesting and as yet unexplored facet of Organizational
Citizenship Behavior. Originally, OCB was described as employees’ discretionary actions beyond their formal
job descriptions, which are not compensated by the organization. The pattern of relationships among this study’s
variables, however, indicates that when there is a lack of trust that stems from perceived unfairness and injustice
in the organization’s system of reward allocations, there is greater inclination among employees to enhance OCB,
or to promote the impression of OCB, presumably in the hope of improving the probability of reward.

As we observed, a higher organizational political climate is associated with higher OCB. This association is
strengthened under high transformational leadership, but reduced under transactional leadership, which is
associated with clearer reward exchange rules. Highly resilient employees, who trust their ability to improve
their situation, also tend to increase OCB when OP is higher.

5. Conclusion
5.1 The Contribution of This Study

The results of this study contribute significantly to our existing knowledge about the dynamics of organizational
politics and about OCB. They offer a new perspective to our understanding of the concepts of OP and OCB. The
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findings suggest that a high level of political behavior in organizations, which, in itself, is viewed negatively by
researchers, may actually encourage some very desirable employee behaviors; namely, OCB. In view of the main
body of OCB literature, the findings support the relatively recent claims that there is a darker side to OCB, and
that it does not necessarily stem from organizational involvement or genuine personal benevolent attitudes. It
may rather reflect coping behavior in the face of uncertainty, concern and fear. If the present findings are further
supported and validated by future research, the need will arise for some new discussion of both OCB and OP,
revisiting the behavioral implications of both in organizational life.

5.2 Implications for Further Research

Validate and provide further support for the findings. Additional research is clearly needed to further explore the
more specific nature of this pattern. The present model should be applied to additional diversified samples using
qualitative measures such as interviews and as well as quantitative measures not limited to self-reporting
questionnaires.

Impression management. A related question in the context of the present findings pertains to the distinction made
in the literature between genuine OCB and the impression management of OCB. Future research should focus on
this question and develop methodology capable of making this distinction. It is expected that the pattern of
relations reported in this study will apply specifically to the impression management of OCB rather than to
genuine OCB. Research support for this hypothesis will extend and provide further validity to the present
interpretation of the finding.

Examine the extent of OCB stemming from OP. The scope of OCB motivated by OP should be studied and
compared with OCB stemming from benevolent motives. Obviously, empirical research in this direction will
have to rely on self-reported questionnaires as well as interviews.

Explore additional mediating variables. The present research focused on leadership and resilience as mediating
variables. Future research should explore additional mediating and possibly intervening variables in this context
in order to enrich our detailed understanding of the scope of relationship between OP and OCB.

Examine the sustainability of OCB stemming from high OP. It may be assumed that OCB resulting from a high
OP climate will be less sustainable and more opportunistic than OCB resulting from real good citizenship. Future
longitudinal research should attempt to address this question in organizations.

We hope that the present study will instigate further investigation of these proposed directions.
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Abstract

With the continuous evolution of globalization and the increasing technological openness between all countries
worldwide, employees’ awareness about the quality of life and balance between work and life matters has
constantly been escalating. Although a tremendous body of literature internationally exists on Work-Life Balance
and Job Satisfaction, yet previous scholars across the Palestinian context have not connectedly addressed these
terms. Both Work-Life Balance and Job satisfaction matters have been recently getting more focus than expected
due to the fast-forwarding life cycles and the continuous obnoxious and inferior political and economic situation
that faces every person, family, society, and company in Palestine, which have a significant influence on the
productivity and performance of both the Palestinian organizations and employees. The focus of this study is on
the measurement of work-life balance and job satisfaction of employees and the exploration of the relationship
between both terms at different Palestinian companies in the investment sector while exploring the critical
working issues and personal life matters among employees with further examination on how the concept of
WLB might affect job satisfaction. This study's key contribution is to highlight this relationship among the
Palestinian organizations and thus be further addressed and considered across all Palestine and in other
developing countries with similar political and economic threats, especially after having this relationship
positively correlated by the current research results.

The study was conducted on 502 employees from 7 different investment companies in Palestine. The statistical
tests that were processed and the interference relationships tested confirmed a positive relationship between the
three constructs of Work-Life Balance and Job Satisfaction.

Keywords: work-life balance, work/family conflict, job satisfaction, work-life balance scale, job satisfaction
scale

JEL Classification: M12, M19
1. Introduction

Work-Life Balance is considered one of the most urgent topics that need research to be carried on, as the
concept's details exhibit the main issues affecting employees' performance. Work-Life Balance (WLB) is a state
of well-being that any person should achieve if he/she could reach a balance between family, friends, and work
responsibilities. All workers should have a right to practice careers that do not hinder their ways of finalizing
their personal-life matters. Many people do not even recognize that they are in a state of imbalance and look to
balance their work-life schedules.

The relationship between work and family life is connected, and each has a direct effect on the other one. This
implies that, work responsibilities can affect workers’ personal life, and personal life matters can also affect
people’s work responsibilities (Hill, Hawkins, Ferris, & Weitzman, 2001; Kuzulu et al,2013, Weiss, 2002; Munn,
2013; Peeters, Montogomery, Baker, & Schaufeli, 2005). The term WLB reveals the view that both personal life
and work can be viewed as complementary, rather than competing, components of life (Holliday & Manfredi,
2004; Lewis, 2000). The balance between work and life matters can be attained visualizing the concept of WLB
as a two-way operation that contemplate both employee’s and employer’s needs (Lewis, 2000).

This study seeks to answer several issues concerning the effect of WLB on employee’s job satisfaction at the
selected companies as the study/research population. Therefore, several questions are built up, forming the basis
for this research; these questions are as follows:
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1- What type of relationship exists between job satisfaction and the three components of work-life balance
(WLB); work interference with personal life (WIPL), personal life interference with work (PLIW), and work
personal life enrichment (WPLE)?

2- Do the employees at the representative companies struggle in reconciling work with life commitments?
3- What WLB programs would enable the employees to achieve an improved status of work-life balance?

Although work-life balance is a well-known term in Western countries and organizations, there have been no
studies on Palestine. Therefore, there is a list of reasons behind the desperate need to administrate the concept of
work-life balance and programs in any organization in Palestine. The current political situation by which the
Palestinian territories face the Israeli occupation is one major reason why Palestinian companies need to adopt
Work-life Balance in their work environment. Another fact is the current continuously challenging economic
situation, which loads both the Palestinian employees and employers with stress to balance their various
responsibilities. Coping with these current continuous political and economic situations burdens the companies
to seek how to get the maximum performance out of their employees while being challenged to maintain the
regular working routine. Thus eventually, adapting work-life balance policies that shall bring benefits for all
employees regardless of their managerial positions.

2. Literature Review
2.1 Work-Life Balance

The beginnings of the work-life balance phenomenon began in the late 1970s. The purpose was to describe the
balance between personal life and work-life of working homemakers that are home and wish to go back to work.
(Families Working, 2009). “Since then, work-life balance practices have been studied across disciplines
including economics, gender studies, information systems, management, social psychology, and sociology”
(Beauregard & Henry, 2009). Work-Life Balance has been initially studied in the “nineteenth century when
workers and unions successfully campaigned against long working hours in factories, and it became apparent
that a decrease in working hours had no significant impact on production (Bosworth and Hogarth, 2009). During
the twentieth century,” many studies (e.g., Mayers, 1924) took place on the WLB concept, which resulted in
emphasizing the role of human relations and the effect of reducing the working hours on workers' output. “In
1938, the U.S. government introduced the Fair Labor Standards Act with a maximum workload of 44 hours per
week” (U.S. Department of Labor, 2013). Later, “in the 1980s, companies began to introduce family-friendly
policies, such as flexible work schedules and telecommuting”. Such policies were initially concerned with
working women but eventually “they accommodated women’s and men’s needs. “The current notion of WLB
gained currency, with a view to protecting family life in an increasingly competitive workplace and career-driven
society” (Parakati, 2010). In the last few years, it has been highlighted in many studies that social, economic, and
cultural changes impact the flow of the working day of the people. “The rise in the living standards and the
importance of work and family life have intensified the demands on individuals, on work, and on family”
(Chandra, 2012; Darcy, McCartthy, Hill, & Grady, 2012; Kuzulu, Kurtuldu, & Ozkan, 2013; and Pattusamy &
Jacob, 2016).

“Formal definitions of the term work-life balance vary but generally converge around the idea that this balance is
not about the equivalent distribution of time between professional and personal activities, but rather general
satisfaction with one's life” (Berry, 2010). However, Felstead, Jewson, Phizacklea, and Walters (2002), defined
work-life balance in their work as “the relationship between institutional and cultural times and spaces of work
and non-work in societies where income is predominantly generated and distributed through labor markets."
Whereas the sociologists Estes and Michael (2005) argued that a single definition of work-life balance does not
exist and no such definition that would accumulate agreement of many parties exist. Nevertheless, they
“suggested that work-life balance practices refer to one of the following: organizational support for dependent
care, flexible work options, and family or personal leave." “Work-life balance is a concept that deals with the
ability of individuals, irrespective of the age or their gender, to get 'into a flow' that allows them to combine the
demands of work and other non-work responsibilities and activities” (Hughes and Bonzionelos, 2007).

The concept of Work/life Balance contains many parts, including the period along which people work, the
timeframe in which they work, and their location (Glynn et al., 2002). These aspects are translated in a range of
work policies and procedures, e.g., flexible working hours, part-time working, working from home, compressed
workweeks, temporary working, teleworking, career breaks, and annualized hours (Maxwell and McDougall,
2004).

“In Practice, WLB involves adjusting work patterns so that everyone, regardless of age, race, or gender can find
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a rthythm that enables them more easily to combine work and their other responsibilities and aspirations”
(Pillinger, 2001:1).

Nowadays, WLB is considered a significant matter for both employers and employees that they need to tackle. It
is even evident that many of the workplace challenges are believed to be a result of unbalanced work-family
matters. “(Berg, Kalleberg, and Appelbaum, 2003) in his article had mentioned that job attributes, organizational
culture, and its pertaining environment and employee-friendly policies have a positive and progressive influence
on individual WLB”.

2.2 WLB Policies/Practices

Research across the years have shown numerous work-life balance flexible working schedules, practices,
policies, programs work arrangements concerning leave breaks, parenting and pregnancy, and additional work
provisions .

“Work-life balance policies help employees in managing their work and family in a better way and enhance their
attitudes and behaviors such as organizational attachment (Groover and Croocker, 1995), Job Satisfaction
(Kossek and Ozeki, 1998) and intention to stay (Kossek, & Lobel, (1996).”. Dockel (2003), “declared that
work-life policies have a strong and significant relationship with organizational commitment.” Lockwood (2003),
in his work, highlighted that senior management has a vital role in managing and designing work-life balance
practices. These practices increase workers” motivation, and thus their performance will increase across time.
Concerning Eisenberger et al. (1986) Perceived Organizational Support Theory, when employees at the
workplace acknowledge their employer's attention and care, support in satisfying their employees’ personal
needs and the admiration to their values; the employees in return shall show higher commitment levels and
satisfaction at the workplace. Emphasizing that the more engaged workers are at the workplace, they experience
job satisfaction (Bond et al. 2005). Nevertheless, contrary to this view, when employers reveal less support and
concern to their subordinates' matters (Kim, Lee & Sung 2013), workers may, in return, admire less their
employers’ efforts in facilitating the settlements of their staff personal work-life obligations. Eventually this shall
reversely impact the workers’ work behaviors at the workplace (Fransman, 2014).

Diverse research findings have displayed that improper balance between work responsibilities and life
obligations shall result in severe ramifications of various trends including but not limited to stress and
stress-related health problems, mismanagement of family issues and diverse, poor self-admiration, depression,
lack of energy, fatigue, sleep disorders, addictions, escalated turnover rates, burnout issues, violence at the
workplace, decrease in productivity levels, and reduced organizational commitment. All of this, in addition to
many more consequences, shall negatively affect the overall productivity of the workplace, which will end in
lower profitability in the long run (Allen et al. 2000; Anderson, Coffey & Byerly 2002; H&nmig & Bauer 2009;
Hughes & Bozionelos 2007; and Thomas & Ganster, 1995).

Modern organizational structures are taking into consideration the development of work-life balance practices to
assist employees in managing work-life challenges by minimizing their work-life conflicts and thus performing
better at the workplace. A study on 732 manufacturing firms in Germany, France, UK, and the U.S. showed that
those firms that offer better work-life balance practices experienced higher employee productivity and that
adapting work-life policies shall result in higher employee levels of job satisfaction and organizational
commitment.

2.3 Work-Family Conflict

“The topic of work-family conflict has been of particular interest because recent studies have demonstrated that
40% of employed parents experience work-family conflict for at least a period in their lives” (Allen et al., 2000).
Work-family conflicts occur for many reasons, precisely this state of conflict happens when challenges at work
interfere with family daily routines and sequence of family life; “pressures in the family environment might be
the presence of young children, elder care responsibilities, interpersonal conflicts within the family, and the
presence of unsupportive family members” (Chernyak-Hai & Tziner, 2016; and Greenhaus, 2002). According to
the Third European Working Conditions Survey (Paoli & Merllie, 2000), which took place in 15 European
countries, 10% of the surveyed workers faced the challenge of meeting their family obligations due to the long
hours they spend at the workplace.

Moreover, many studies exploring the conflict resulting from the mismanagement that workers face in trying to
balance their work demands and personal responsibilities highlight the negative effect of that conflict on their
psychological well-being and their level of satisfaction at the workplace (Frone et al., 1992; Hughes & Galinsky,
1994; Kossek & Ozeki, 1998; Kinnunen & Mauno, 1998; Cuthbertson, K., et al., 2005).
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2.4 Work-Family Enrichment

However, it is not always the case that work, and family are in conflict all the time, and that was the entrance for
some researchers to propose the concept of work-family enrichment by Greenhaus and Powell (2006), who
“defined this concept as the enhancement performance and positive affect in one role from the experiences in
another role.” “According to Grzywacz (2000), work-family enrichment is the positive synergy between work
and family”. “The work experiences might enrich the quality of family life, or family experiences might
contribute to the working life quality” (Jain & Nair, 2013; Ruikar & Abhyankar, 2015). “Balance must be
considered as a social structure, and work-family balance should be considered as an important construct when
expectations of the individual and others around him/her are shared and agreed upon” (Grzywacz & Carlson,
2007). It has been proven that work-family balance is directly linked with organizational engagement and
satisfaction (Omran & Kamel, 2016). In addition, Pattusamy and Jacob (2017). showed that “work-family
balance mediates the relationship between work-family conflict and job and family satisfaction." As this concept
was more and more explored by many studies, the term work-life “balance replaced work-family balance
because life in this sense means everything outside work” (Carlson, Grzywacz, & Zivnuska, 2009; and Haar,
2013). Another study done by Baral (2010) including 485 employees working in various organizations in India,
revealed that “men and women in India do not experience work-family conflict whereas they feel more of
family-enrichment”.

2.5 WLB Scale - Hayman (2005)

The tool used in this research depended partially on the WLB scale developed by Hayman (2005) scale, adapted
for measuring work/life balance at the companies under study. It consists of 15-item; this scale was originally
adapted from an instrument developed by Fisher-McAuley et al. (2003). The scale was originally designed to
capture employee perception on WLB; The original scale consists of 19 items. The scale was later simplified by
constructing three dimensions. The three dimensions are: Work Interference with Personal Life (WIPL), Personal
Life Interference with Work (PLIW), and Work/Personal Life Enhancement (WPLE). These three dimensions
represent two theories that are usually used to explain the link between family and work; the conflict approach
and the enrichment approach. These two theories are opposite to each other in terms of concept and content. The
“conflict approach assumes that combining work and family roles is demanding and therefore leads to conflict”
(Edwards & Rothbard, 2000). In contrast, the “enrichment approach emphasizes that life can enrich work
outcomes and vice-versa” (Greenhaus & Powell, 2006).

2.6 Job Satisfaction (J.S.)

“Job satisfaction has been an area of interest for many researchers over the past several decades” (Hackman &
Oldhman, 2001).

As defined by Furnham (1997), job satisfaction is a positive feeling about the work or the work environment.
Weiss, H.M. (2002) defined job satisfaction as a favorable emotional reaction and attitude that one experiences at
work resulting from a “pleasurable emotional state." It was also defined as a “positive attitude” that would
increase productivity (Daft & Marcic, 2001). Others defined it as a “reflection of an employee’s feelings about
various aspects of work” (Stone, 2005).

Moreover, Konhauser (2005) noted that job satisfaction is positively proportionate with one’s state of happiness,
and that job satisfaction has also a direct link with impact employees' performance, absenteeism, effectiveness,
and their decision to leave the work.

Many surveys were conducted concerning the relationship between implementing work/life balance programs
and policies and job satisfaction at the workplace, and it was found that “Work-life balance is directly related to
employee satisfaction” (Susi.S, 2010). As a result of these studies, it became apparent that there was a need to
explore in-depth many practical terms for any organization, especially the work-family concept. As research
improved in this area of study, it became highlight that Human Resource Management needs to focus more on
numerous work-family friendly practices, programs, and policies, aiming to leverage job satisfaction (Kinnie et
al., 2005). Robbins (2004) noticed that workers with increased job satisfaction levels experience positive
behaviors towards their jobs, whereas people with decreased levels of job satisfaction have opposite behaviors at
the workplace.

Eventually, many studies showed that work-life balance is positively linked to job and life satisfaction” (Haar et
al., 2014)), “well-being” (Frone, 2000), “job and marital satisfaction” (Brough et al., 2014; Kossek & Ozeki,
1998), and “negatively related to “job stress” (Behson, 2002), “anxiety and depression” (Haar et al., 2014), and
“psychological strain” (Brough et al., 2014)
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2.7 Job Satisfaction Scale - MSQ

One of the major challenges when “measuring job satisfaction is that it is possible to be satisfied with some
aspects of the job and at the same time be dissatisfied with others” (Spagnoli et al., 2012) . Some of the most
popular and famous tools used in measuring job satisfaction are the Minnesota Satisfaction Questionnaire (Weiss
et al., 1967), the Job Descriptive Index (Smith et al., 1969), and the Job Satisfaction Survey (Spector, 1985).
Whereas the second approach looks at the job satisfaction from a macro point of view and measures the
employee directly by asking him/her about their overall feelings about the job, being frequently build up with
only one item (Wanous et al., 1997). The Minnesota Satisfaction Questionnaire (MSQ); one of the outputs from
the "Work Adjustment Project” at the University of Minnesota and was developed by Weiss (1967) to measure
job satisfaction levels. The theory underlying this work was the “assumption that work fit is dependent on the
correspondence between the individual skills and the reinforcements that exist in work”. The MSQ has two
versions: long and short. The long version consists of 100 questions that assess 20 subscales. The subscales are:
“Ability Utilization, Achievement, Activity, Advancement, Authority, Company Policies, Compensation,
Co-workers, Creativity, Independence, Moral Values, Recognition, Responsibility, Security, Social Status, Social
Service, Supervision--Human Relations, Supervision—Technical, Variety, Working Conditions.” The MSQ short
version is adapted in this study while using only 14 items of the 20.

2.8 Related Studies on WLB

Over the years, many researchers conducted several studies on the relationship between WLB and job
satisfaction. "Nadeem & Abbas (2009) conducted a study in Pakistan to analyze the relationship between WLB
and job satisfaction". The research was based on data collected from 157 employees working in the public and
private sectors. The results of their study showed that work overload does not influence job satisfaction.

Another study conducted by Mcnall et al. (2009) analyzed the “relationship between flexible work arrangements
and job satisfaction.” The research was based on data collected from 220 employees. This study indicates that
employees obtaining greater flexibility in companies' work arrangements, they experience higher satisfaction
levels.

Later (Varatharaj et al., 2012) conducted another study in Chennai city to examine the relationship between job
satisfaction and WLB. The research was based on data collected from 250 employees from different service
sectors. The results of this study showed that WLB and job satisfaction share a positive relationship.

Moreover, research to analyze the relationship between work-life balance and job satisfaction of the working
women was conducted by Yadav & Dabhade (2014). The research collected data from 150 women, half from the
banking sector and a half from the education sector. The study results revealed the extent of the employees’
commitment to their jobs that they do not put behind them if they face urgent living conditions.

Here, it is necessary to point out the need for the company’s management to pay attention to these matters to
ensure the best productivity by relying on creating a better state of purity in the relationship between life and
work matters by providing support to them in how to control their life responsibilities and balance them with
work responsibilities.

3. Methodology

In this study, Hayman (2005) simplified Work-Life Balance Scale, and the Minnesota Satisfaction Questionnaire
(MSQ) (Weiss et al., 1967) are used to achieve an answer to the research questions and to conduct the research
findings.

3.1 Methods of Data Analysis and Interpretation

The data was captured into an access database where consistency checks were enforced. After completion of data
entry, data were exported into SPSS for statistical analysis.

Simple statistical tools such as mean, range, and percentage have been used to analyze quantitative data. Other
techniques were applied to check multi-collinearity and the correlations between the targeted questions as groups
or as individual ones and the homoscedasticity, including Pearson's correlation coefficient test and
multi-regression. For general characteristics of the sample, frequencies and cross-tabulation techniques were also
applied. To reflect the changes applied to the negatively stated questions, the values of the five-category scale for
the corresponding questions were also reversed as follows:
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Table 1. Vales of Corresponding Questions

Value Score

Strongly Disagree Strongly Agree
Disagree Agree
Hesitated/Not Sure Hesitated/Not Sure
Agree Disagree

Strongly Agree Strongly Disagree

Before data analysis, the values of the five-category scale of the instrument were weighted from zero to five
according to the following scoring table:

Table 2. Scoring Table

Value Score
Strongly Disagree 0
Disagree 25
Hesitated/Not Sure 50
Agree 75
Strongly Agree 100

3.2 The Questionnaire

Some of the items in the instrument were negatively phrased. Before data analysis, these items were subjected to
value conversion from negative to positive phrasing.

3.3 Data Collection and Sampling

The research population which according to (Sekaran, 2005) refers to the entire group of people, events, or
things of interest that the researcher wishes to investigate; This study targeted a random sample of 932
employees on top of their positions at 7 different companies at the private sector in Palestine. The respondents
were asked to fill an online self-reported questionnaire. The questionnaire was administered on the online
platform ‘SurveyMonkey’ and an online link was distributed to all HR departments in the 7 companies under
study. The HR managers took the responsibility to distribute the link among their employees with consideration
to hand out a total of 173 questionnaire to workers that do not have access to online resources. Of the 932
employees, 502 employees submitted back the questionnaire; where 2 questionnaires of the total number
received back were considered incomplete responses and thus were excluded from the analysis phase. According
to Mugenda and Mugenda (1999), a response rate of 50% is adequate for the analysis and reporting; a rate of 60%
is reasonable, and a response rate of 70% and over is excellent. The current study's response rate was 54%,
which is satisfactory and adequate to make conclusions of the study as it acted as a representative. Therefore,
500 responses were administered for analysis, making a response rate of 54 %. The questionnaire was
administered in Arabic as many employees might face difficulty filling a questionnaire in English, which could
affect the quality of their responses.

3.4 Research Design

The questionnaire is the research instrument used in this study, and it is partially adopted from both the Hayman
(2005) scale and the short version of the MSQ. The first section looks for demographic data that is crucial for the
study and consists of 12 items: Gender, age, education, marital status, residents under one roof, number of years
working with current employer, rank at current job, employment status, monthly income.

The second section assesses the WLB of the employees, which was based on the three constructs of Hayman
(2005). This scale was originally adapted from an instrument developed by Fisher-McAuley et al., (2003). This
scale was originally designed to capture employee perception on WLB; The original scale consists of 19 items
and three dimensions of work-life balance. They simplified the WLB concept by placing three dimensions. The
three dimensions are: Work Interference with Personal Life (WIPL), Personal Life Interference with Work
(PLIW), and Work/Personal Life Enhancement (WPLE). These three dimensions represent two theories that are
usually used to explain the link between family and work. The first approach is the conflict approach and the
second is the enrichment approach. These two theories are opposite to each other in terms of concept and content.
The conflict approach assumes that combining work and family roles is demanding and therefore leads to
conflict (Edwards & Rothbard, 2000). Whereas the enrichment approach emphasizes that life can enrich work
outcomes and vise-versa (Greenhaus & Powell, 2006). This scale has been used by other researchers (e,g.
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Hayman, 2005). A short description of the three constructs of WLB as presented by Hayman (2005) is exhibited
below:

Work Interference with Personal Life (WIPL)

This construct includes work related factors that impact an individual’s personal life. It measures the impact of
work on personal life. This construct measures 7 items which are:

1- My personal life suffers because of work

2- My job makes my personal life difficult

3- I neglect personal needs because of work

4- | put personal life on hold for work

5- I miss personal activities because of work

6- Istruggle to juggle work and non-work

7- 1 am unhappy with the amount of time for non-work activities
Personal Life with Work Interference (PLIW)

This construct has been explained as the impact of personal life on work. It measures the impact of personal life
on one’s work. This construct measures 4 items which are:

1- My personal life drains me of energy for work

2- lamtoo tired to be effective at work

3- My work suffers because of my personal life

4- ltis hard to work because of personal matters
Work Personal Life Enhancement (WPLE)

This construct explains how work and personal life enhance each other, it helps to understand how work supports
and enhances personal life and jhow personal life supports and enhances work. This construct consists of 4 items,
which are:

1- My personal life gives me energy for my job

2- My job gives me energy to pursue personal activities
3- I have a better mood at work because of personal life
4- | have a better mood because of my job

The third section in the questionnaire measures the employee job satisfaction. Some of the most popular
measures in the field that adopted this perspective was the Minnesota Satisfaction Questionnaire (Weiss et al.,
1967). The MSQ have two versions: long and short. The long version consists of 100 questions that assess 20
subscales. The subscales are: Ability Utilization, Achievement, Activity, Advancement, Authority, Company
Policies, Compensation, Co-workers, Creativity, Independence, Moral Values, Recognition, Responsibility,
Security, Social Status, Social Service, Supervision--Human Relations, Supervision—Technical, Variety,
Working Conditions.

The long version was then modified to a shorter version of the MSQ that consists of 20 items only. However, this
paper adapted only 14 items of MSQ as the Palestinian context matches most of the 14 items selected.

The fourth section consisted of 8 items and was developed by the researcher. This section answers the fourth
research question, which is to measure the relationship between WLB and J.S.

The fifth section and consists of 14 items, and looks for other data needed, concerning the WLB programs that
employees are willing to have. This was necessary to provide the human resource departments of the companies
under study with data needed to improve their strategic planning concerning the WLB and job satisfaction of
their employees. Responses are made on a 5-point Likert scale, and the response categories are assigned weights
from1to 5.

4. Research Findings and Discussion

Data analysis involves several closely related operations that are performed to summarize the collected data and
organize them in such a manner that they answer the research questions (Sekaran, 2005).
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4.1 Validity and Reliability Analysis

Content validity was measured based on reviewing and approving of the questionnaire content by three experts
in the field of HRM; working as researchers and educators at Birzeit University in Palestine.

Cronbach’s alpha was used as a measure of scale reliability, in other words, to measure internal consistency
between each related set of items. Its values for all sections of the questionnaire are ranged between 0.77 and
0.90 per section, which are suitable for excellent reliability values. The main two sets of items (WLB & JS)
covered by the analysis are consistent with it and stand within the same range, as shown in table 1: 0.77, 0.78,
0.81, and 0.90. Moreover, the overall value of this factor (the instrument as a whole) was 0.87, indicating a high
degree of stability for the instrument used in this research.

The correlation for all items of the questionnaire is strong enough and significant with the tool. The only
exception is for the 6™ statement in the WLB part in the instrument, which is “I struggle to juggle work and
non-work" this indicates the strength of the internal consistency between the parts of the tool (the questionnaire)
in measuring the balance between work and life responsibilities with job satisfaction.

Table 3. Validity and reliability analysis

Variable Cronbach alpha
Work-Life Balance (WLB) 0.81

Work interference with personal life (WIPL) 0.78

Personal Life interference with (PLIW) 0.77

Work Personal Life Enrichment 0.81
Job Satisfaction (J.S.) 0.90

4.2 Descriptive Statistics: Demographic data

The total number of the participants was 502, of which about 81% were males, and 19% were females. 25% of
the participants are age between 18-24 years, 51% age between 25-34 years, while 17% age between 35-44 years.
The age group between 45-54 years old composed 6%, whereas a marginal percentage (less than 1%) was 55
years and above.

In terms of the educational level, 72% of the total number of participants carry undergraduate certificates, 7%
hold a master's degree, while 21% hold a secondary school certificate.

About work experience, a third of the participants (32%) are well experienced with eight years and more, while
those who have less than two years of work experience compose 47% and 21% with 3-7 years. Further, 28% of
participants work in supervisory positions, 62% as professional jobholders, and 10% work in support services
positions. Moreover, 47% of the surveyed persons are married, 52% are single, while 1% in other marital status
positions. In terms of their employment type, 94% of them have full-time job contracts while the rest are
part-time employees.

Concerning the salary range, almost half of the participants (47%) earn 3,000ILS (about 850US$), 36% earn
between 3001-60001LS (851-1700US$), 10% earn 6001-9000ILS (1701-2250 US$), and the remaining earn
more than 9000ILS (2250 US$).

The family structure for the sampled employees ranged between 2-7 persons per family; almost half of the
participants family structure (47%) range between 2-4 persons and 44% range between 5-7 persons, while 5% of
the families are with eight persons and more and only 3% are single-person families.
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Table 4. Demographic Data: Participant’s Profile

Demographic Variable Categories Freguencies Percentage
Gender Males 408 81.3%
Females 94 18.7%
Age 18-24 years 126 25.1%
25-34 years 258 51.4%
35-44 years 86 17.1%
45-55 years 28 5.6%
55 years and 4 0.8%
Education High School Diploma 104 20.9%
Diploma 43 8.6%
Bachelor 314 63.1%
Master and above 37 7.4%
Experience Less than one year 92 18.3%
1-2 years 145 28.9%
3-7 years 103 20.5%
8-10 78 15.5%
11 years and above 84 16.7%
Job Title Manager 50 10.0%
Supervisor 89 17.8%
Officer 309 61.7%
Worker 53 10.6%
Marital status Not married 234 46.9%
Married 259 51.9%
Other 6 1.2%
Current position Full job 469 94.2%
Part-time job 26 5.2%
Other 3 0.6%
Number of persons per One person 15 3.0%
family
2-4 persons 237 47.4%
5-7 persons 222 44.4%
Eight persons and above 26 5.2%
Monthly income Less than 3000 NIS 236 47.2%
3001-6000 NIS 178 35.6%
6001-9000 NIS 48 9.6%
9001-12000 NIS 18 3.6%
12001-20000 NIS 15 3.0%
20001 and more 1 1.0%

4.3 Main Results

The means of the items that compose the work-life balance scored differ from the values that reflect differences
in its contribution to have the balance of the work-life; the highest mean was about 80 for two items (“My work
suffers because of personal matters” and “It is hard to work because of personal matters”) with a relative
standard deviation of 19-20. On the other hand, the lowest was represented in three statements (‘I put personal
life on hold for work” and “I miss personal activities because of work™ and “My job gives me the energy to
pursue personal activities”) which scored 48 with a higher standard deviation of about 29-30 for each of the three
items. Whereas concerning the Job Satisfaction, the highest score of the item means was almost 79, followed by
72 (“Being able to do things that do not go against my conscience” and “The chance to be "somebody" in the
community”) at a standard deviation of about 26.5 each. On the lowest score, it was 42 and 40 accordingly (“The
chances for advancement on this job” and “My pay and the amount of work I do””) with a standard deviation of
about 31. This gives a clear idea of how these items contributed to achieving job satisfaction. Table 4 goes about
here.
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Table 5. Descriptive statistics

Variable Std.
N Minimum Maximum Mean Deviation
Qll_1 498 0 100 55.07 31.209
Qll_2 499 0 100 55.26 30.493
Qll_3 502 O 100 49.80 30.628
Qll 4 502 O 100 48.11 29.827
Qll_5 495 0 100 47.53 29.932
Qll_6 495 0 100 67.37 29.609
Qu_7 497 0 100 50.65 29.286
Qll_8 497 O 100 70.12 26.989
Qll_9 498 0 100 72.34 25.309
Qll_10 499 0 100 80.26 19.498
Qll_11 499 0 100 79.86 20.661
Qll_12 497 0 100 62.83 27.270
Qll_13 496 O 100 48.64 29.292
Qll_14 499 0 100 58.57 27.404
Qll_15 497 0 100 54.98 29.386
Qll_1 499 0 100 64.13 26.240
Qlll_2 499 0 100 71.84 26.488
QI3 494 0 100 70.24 27.902
Qlll_4 496 O 100 78.83 26.552
QIS5 493 0 100 67.55 25.780
QlllL6 492 0 100 63.31 29.517
QuL7 497 O 100 40.14 31.244
Qlll_8 497 0 100 42.20 31.444
QlL9 496 O 100 58.67 28.390
Qlll_10 496 O 100 63.71 27.174
Qlll_11 498 0 100 61.35 29.144
Qlll_12 500 O 100 67.90 27.994
Qlll_13 500 O 100 57.85 30.273
Qlll_14 499 0 100 62.93 28.794

4.5 The Impact of Work Life Balance on Job Satisfaction

Multiple regression model was applied to find out the association between the three components of work-life
balance (as independent variables); which are work interference with personal life (WIPL), personal life
interference with work (PLIW), and work personal life enrichment (WPLE) with job satisfaction (as dependent
variable).

The results of the standard multiple regression indicated that the overall model was a statistically significant
predictor of Job satisfaction, F (3,496) = 66.158, p = .000.

Around 31% of the variances in the data (Job satisfaction) can be explained by the three predictor variables of
work-life balance (WLB); which are work interference with personal life (WIPL), personal life interference with
(PLIW), and work personal life enrichment (WPLE).

The three predictor variables of work-life balance (WLB), work interference with personal life (WIPL), personal
life interference with work (PLIW), and work personal life enrichment (WPLE) significantly contributed to the
model (P-value = .000, .033, .000 respectively).

Personal life interference with work (PLIW) (B1 = 0.371): as employees’ attitude towards work interference with
personal life gets more positive (less interference), their attitude towards Job satisfaction increases by 0.371
units.

Work interference with personal life (WIPL) (B2 = 0.099): as employees’ attitude towards personal life
interference with work gets more positive (less interference), their attitude towards Job satisfaction increases by
0.099 units.

Work personal life enrichment (B3 = 0.193): as employees' attitudes towards work personal life enrichment get
more positive, their attitude towards Job satisfaction increases by 0.193 units.

Based on these results, it is significant that both main variables strongly correlated as it is 0.0 at level ((0.05 <a.,
which means less than 0.5, so the hypothesis rejected (main research questions).
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Table 6. Multiple regression model (Dependent: Job Satisfaction)

Unstandardized

Coefficients
Model | p St. Error T-statistics P-value Null Hypothesis
Constant 24.680 3.626 6.806 0.000 Reject
Group_QIIA 0.371 0.041 9.029 0.000 Reject
Group_QIIB 0.099 0.046 2.144 0.033 Reject
Group_QIIC 0.193 0.035 5.530 0.000 Reject
R Square 0.307 F- Statistic 66.158 Sig .000"

4.6 Struggling in Reconciling Work with Life Commitments

Wilcoxon signed ranks test had been done to check whether the employees are struggling to juggle work and
other life responsibilities and commitments, which indicated that their attitudes were significantly toward
approving and strongly approving this struggle (the median > 50), z = 78,858.5, P_value = .000. Thus, it can be
concluded that the employees are struggling with reconciling work and life commitments.

Table 7. Wilcoxon Test

N (%) A one-sample Wilcoxon signed ranks
Median  (agree & strongly 't
agree) Z statistic P_value
Struggling in reconciling work and life 75 339 (67.4) 78.858.5 000

commitments

4.7 WLB Programs that could Improve Status of Work-Life Balance

As one of the research’s objectives is to develop some recommendations in terms of the most desirable work-life
balance programs by the selected sample at the companies under study, further data was analyzed, and it revealed
four main types of programs as indicated by the employees from their point of view. The first one is related to
health insurance and complementary health program, including fitness and health guidance and entertainment
that aims to reduce the workload; this cluster scored about 91%. The second important program is related to
children's care, such as medical care programs, and this cluster scored about 80%. The third one is the flexibility
in working hours with a score of about 75%. In comparison, the fourth level refers to providing affordable meals
for the employees, reflected by 75% of the employees. Table 7 exhibits all proposed work-life balance programs
with related percentages ranked from most to least important as been filled by the sample under study.

Table 8. WLB Programs that could improve status of work-life balance

Work-Life Balance Programs Importance to Sampled Employees %

Health insurance for dependent parents 90.7%
Comprehensive wellness programs (gym membership, nutrition seminars, recreational trips to relieve work  90.9%
stress, Etc.)

Sick childcare program (counting absence from work for sick childcare as part of the employee’s sick leave) 80.3%
Variable starting/ending hours 75.5%
Paternity leave (no less that one week) 75.0%
Providing take away healthy meals at affordable prices 74.6%
Reduced workweek schedule 67.6%
Compressed work schedule 57.9%
Extended maternity leave (with position guarantee) 56.9%
Home/mobile Working 50.5%
Support for Family Counseling services 45.1%
Job Sharing 40.8%
Onsite childcare center 38.0%

5. Study Limitations

One major limitation was that some of the respondents did not have access to emails. Those respondents were
mostly from the worker's level, thus were given hard copies to fill. Another limitation was the language as the
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questionnaire was translated from English into Arabic as most respondents feel more at ease when reading
Avrabic.

6. Conclusion

It is evident from the study results that the average effect of work matters on personal life and the effect of life
on work matters is strongly confirmed, which indicates clarity on the impact of work matters during the course
of life. Moreover, there is a clear view on the impact of employee life matters on their jobs, which confirms the
fact that the employees cannot completely separate work from their personal life, and that both personal matters
and work are normally overlapped. The revealed relationship between work-life balance and job satisfaction
indicates the research's consistency that was designed based on previous experiences, as indicated in the
literature review.

Lastly and after an intensive literature review concerning the many definitions of the term work-life balance
across the last 30 years, the researcher would come up with own contribution to the term WLB, and state it as
‘reaching a state of equilibrium where each worker personally decides on the extended boundaries of
interference crossing between life demands and work responsibilities.

7. Recommendations

This study shall aid the companies involved with managerial tools that would assist their Human Resource
Departments (HRD) to enhance its employees’ mental life and working conditions in order achieve higher
employees' performance levels. Referring to the research findings, the following recommendations made by the
research writer:

o It takes in different adaptations by organizations to assist employees to have better life conditions and thus
become more productive at the workplace; with matching and appropriate WLB policies and programs in
place, the companies under study shall expect higher employee satisfaction.

e Management’s support at the different companies to the concept of WLB is crucial to achieve higher level of
JS. It is even more apparent for top managements and precisely executive people and leaders to set the
standards for WLB practices and apply them across the different managerial levels at their companies.

e Considering a breakdown of the overall JS results across the different 7 companies under study shall give
each and every company the chance to dig deeper into the results and focus on designing matching WLB
practices that would enhance the quality of their lives and the time split between work and family
commitments, thus ending into satisfying their needs and achieving higher JS rates.

e Sponsoring health insurance programs for dependent parents along with offering wellness programs are
obvious good opportunities to help employees strike a new standard in balancing work and life matters.

e Companies’ managements need to commit to the concept of WLB and start adapting its most common
practices by having them announced in their HR handbooks and implementing these practices among their
employees.

e Train the HR departments on the different newly adapted WLB applications and practices. In addition, setting
up coaching sessions shall assist and support better communications and understanding of their employees
needs and challenges.

8. Future Research

Further work is recommended to extend this research by doing additional in-depth analysis to uncover more
details of these interrelationships up to the formulation of a unique model that leads to creating a state of job
satisfaction based on the balance between personal life and work responsibilities, as well the possibility of
adapting it in different circles in the field of business, especially on other important Palestinian sectors like the
public sector. Moreover, another research might be interesting is to study the current research aspects from a
deeper gender perspective.
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Abstract

Applying the meaning transfer theory, the purpose of this study is to proffer a theoretical framework in which
celebrity endorser’s credibility (CEC) effects the brand loyalty through the mediating role of brand relationship
quality and the moderating role of the celebrity-brand congruence. Data was gathered through an online survey
from young Korean millennials and tested using structural equation modeling and multi-group techniques. The
findings revealed that brand relationship quality serves as a partial mediator of the effect of CEC on brand
loyalty. The findings also suggested that celebrity-brand congruence acts as a moderator between CEC and the
brand relationship quality. This study offers useful practical implications for luxury marketers and advertisers.

Keywords: celebrity endorsement, brand relationship quality, celebrity-brand congruence, brand loyalty, Korean
millennials.

1. Introduction

Celebrity endorsements play a significant role in marketing and advertising as a popular tool for promoting
brands. Celebrity endorsers are personalities enjoying the public recognition and they take advantage of this
recognition in representing consumer good through advertisement (McCracken, 1989, p. 310). They possess
aspirational, symbolic associations (Escalas, 2004) and differential characteristics such as attractiveness,
expertise and trustworthiness (Ohanian, 1990), which play an essential role in forming credibility. Celebrity
endorser’s credibility (CEC) has received substantial attention in prior research and was linked to a series of
outcomes such as brand equity (Spry et al., 2011; Dwivedi et al., 2015), brand evaluation (Dwivedi et al., 2014;
Stafford et al., 2002), brand attitude (Wang et al., 2017), and relationship quality (Dwivedi et al., 2016).
Although past studies have offered essential contributions, relatively little is known about the mediating (brand
relationship quality) and moderating (celebrity-brand congruence) mechanisms in this relation between CEC and
brand loyalty.

To address these issues, by applying the meaning transfer theory, the purpose of this study is to proffer a
theoretical framework in which CEC effects the brand loyalty through the mediating role of brand relationship
quality and the moderating role of the celebrity-brand congruence. More specifically, this study explores the
followings: (i) brand relationship quality mediating effect to the association between CEC and brand loyalty; and
(ii) the moderating role of celebrity-brand congruence in the association between CEC and brand relationship
quality construct.

The rest of this study is structured as follows wherein the next part, literature related to key constructs, including
brand relationship quality and celebrity-brand congruence are described and hypotheses are formulated. Next,
the data collection methods and data analysis are discussed. Research concludes with contributions,
shortcomings, and future research directions.

2. Literature Review and Hypotheses Development
2.1 The Mediating Role of Brand Relationship Quality

Veloutsou (2007) and Fournier (1998) stated that a brand relationship or consumer-brand relationship is the
interaction that customers feel, think and have with a brand. It builds on a metaphor that states customers form
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relationships with brands in a similar way to human relations (McAlexander et al., 2002; Fournier, 1998).
Specifically, according to the study of Aaker (1996), when customers develop a relationship with brands, they
can build an active connection with those brands similar with those individuals when having a bond with their
friends.

Many researchers consider consumer-brand relationships through two theoretical perspectives, namely brand
love approach (Albert and Merunka, 2013; Caroll and Ahuvia, 2006) and brand commitment approach
(Chaudhuri and Holbrook, 2001; Giovanis and Athanasopoulou, 2017). Fournier (1998) and Valta (2013) view
consumer brand relationships through the approach of brand relationship quality. Fournier (1994) described this
as “customer-based indicator of the strength and depth of a person-brand relationship” (p. 124) and
conceptualized this as a multifaceted paradigm consisting of seven dimensions. This paper applied the brand
relationship quality approach where it considered as a multidimensional construct comprising three dimensions.

Given the significance of consumer-brand relationships in celebrity endorsements process (Dwivedi et al., 2015;
Dwivedi and Johnson, 2013), it is necessary to investigate the impact of CEC on brand relationship quality.
Previous studies have conceptualized the construct of brand relationship quality as trust, commitment, social
benefits (Dwivedi et al., 2015); brand trust, brand attachment and brand commitment (Ramaseshan and Stein,
2014); the relationship commitment, relationship satisfaction and trust (Valta, 2013); the brand trust and brand
satisfaction (Crosby et al., 1990; Hess and Story, 2005); brand attachment, brand satisfaction and brand trust
(Esch et al., 2006). In the present study, brand relationship quality refers as distinguished by individuals as their
trust to and satisfaction with a brand, along with attachment. Trust is a factor defined as the customer perception
of credibility and benevolence (Doney and Cannon, 1997). Brand attachment refers to the emotional tie
connecting the customer with a brand (Park et al., 2010), while brand satisfaction refers to “consumer’s
pleasurable fulfilment” response (Oliver, 1999, p. 34). In this study, the relationship-based construct (brand trust,
brand attachment and brand satisfaction) might advance understanding for brand relationship quality of celebrity
endorsement literature.

Through the usage of meaning transfer theory, the influence of CEC on brand relationship quality is explained
(McCracken, 1989). This theory states that the perceptions of celebrity endorsers as credible are transferred to
the endorsed brand (McCracken, 1989), and then from the brand to the customer through creating relational
bonds. Dwivedi and Johnson (2013) also emphasizes that celebrity endorsers that are viewed as credible can
potentially generate positive relational consequences towards the endorsed brand.

Brand relationship quality is not only directly associated with brand loyalty, but also can act as a mediator
(Francisco-Maffezzoli et al., 2014; Roberts et al., 2013; Veloutsou, 2015; Valta, 2013). According to relationship
marketing theory, customers perceive the strength of the relationship from the customers’ behavior in that
relationship (Hunt et al., 2006). Thus, customers who feel attached to the brand tend to hold more favorable
feelings, thereby increasing their brand loyalty. Valta (2013) states that consumers who are more positive in the
perception of brand relationship quality, are more willing to remain loyal to the product. Based on these insights,
the link between CEC and brand loyalty can be strengthened by brand relationship quality.

Therefore, the first hypothesis states the following:
H1. Brand relationship quality would mediate the link between CEC and brand loyalty.
2.2 The Moderating Role of Celebrity-Brand Congruence

Congruence is one of the most essential central constructs in the research area of endorsement. The term
congruence has been added multiple synonyms and is often used interchangeably with a wide variety of other
terms such as fit, match up effect, and link.

Misra and Beatty (1990) had defined celebrity-brand congruence and they refer to this as the extent to which a
celebrity’s distinctive features coincides with the explicit attributes of the brand. According to Spry et al., (2011),
celebrity-brand congruence refers to the degree to which people embrace a celebrity-brand fit as appropriate and
logical. The more appropriate and relevant this fit, the more individual accepts the meaning. As the transfer
meaning theory suggests, celebrity’s meaning and associations transmit to the brand via the endorsement and
then from the brand to the user via behaviors. Such a process, based on celebrity-brand congruence, facilitates
the formation an associative link, thereby increasing the transfer from one to the other. Previous studies have
emphasized the importance of celebrity-brand congruence in fostering brand outcomes such as brand
commitment (Albert et al., 2017; Dwivedi et al., 2015), brand attitudes (Gong and Li, 2017; Misra and Beatty,
1990; Min et al., 2019), and brand identification (Albert et al., 2017). In addition, celebrity-brand congruence
was revealed to moderate the association between endorser credibility and brand equity (Dwivedi et al., 2015) as

30



http://ibr.ccsenet.org International Business Research \Vol. 14, No. 2; 2021

well as the association between endorser credibility and brand evaluation (Dwivedi et al., 2014). Thus, it is
logical to deduce that celebrity-brand congruence may moderate the relationship between CEC and brand
relationship quality. Based on the above arguments, the link between CEC and brand relationship quality may be
moderated by celebrity-brand congruence. Thus, the following hypotheses are stated:

H2. Celebrity-brand congruence would moderate the link between CEC and brand relationship quality, such that
the link is stronger when celebrity-brand congruence is high.

In figure 1, the integrated model used in this study was illustrated.

Celebrity-brand

congruence

Brand
relationship
quality

Celebrity
endorser’s
credibility

Brand Loyalty

Figure 1. Research model

3. Research Method
3.1 Sample and Data Collection

Prior to conducting online survey, a pre-test was performed with eighteen respondents. The respondents were
requested to recall the names of the Korean celebrities and their associated luxury brands. Two pairings with
higher ratings such as KAl (EXO) — Gucci and G Dragon (Big Bang) — Chanel were retained for this study.

An online survey was employed via the research firm in South Korea. A total of 302 Korean respondents
participated in the survey, and 297 usable responses were obtained.

The majority of the participants were females (57%) in their twenties (54%). In terms of educational background,
64% held a university degree. Furthermore, 42% were employees with a monthly household income between
2000USD to 4000USD (42%).

3.2 Instrument Design

The online questionnaire of the paper consisted of 24 items on a 7-point Likert scale. Ohanian (1990) had
developed the measures of three items for CEC. For brand relationship quality, six items are derived from
Chaudhuri and Holbrook (2001); Park et al., (2010); and Tsiros and Mittal (2000) tapped brand trust, attachment
and satisfaction dimensions. Next, three items from Spry et al., (2011); Till and Busler (2000) measured
celebrity-brand congruence construct. Finally, brand loyalty was assessed with three items from the scale in
Veloutsou (2015).

4. Findings
4.1 Preliminary Analysis

Before conducting the main analysis, a series of preliminary analyses were undertaken. Confirmatory factor
analysis (CFA) through the software of AMOS 22.0 was first applied to assess the validity of the constructs. The
CFA revealed a good fit to the data (CMIN/df = 2.31, GFI = 0.919, NFI = 0.941, TLI = 0.957, CFI = 0.965,
RMSEA = 0.066), with all factor loadings exceeding the recommended minimum of 0.70 by Nunnally (1978).
This suggested threshold is also exceeded in the assessed reliability by the Cronbach’s a of each construct.
Composite reliability (CR) and the average variance extracted (AVE) evaluated further the convergent validity.
The AVEs and CRs of all the constructs were greater than 0.50 and 0.70, respectively (Hair et al., 2012). In Table
1, the factor loadings, Cronbach’s a, AVEs and CRs are summarized.
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Table 1. Scale factor loadings

Construct Items Factor loadings  Cronbach a AVE CR
CEC CEC1 0.78 0.81 0.68 0.87
CEC2 0.78
CEC3 0.75
BRQ BT1 0.77 0.90 0.63 0.91
BT2 0.82
BAl 0.80
BA2 0.73
BS1 0.76
BS2 0.72
CBC CBC1 0.89 0.94 0.87 0.95
CBC2 0.92
CBC3 0.93
BL BL1 0.83 0.87 0.74 0.90
BL2 0.84
BL3 0.84

Note: CEC = Celebrity endorser’s credibility; BRQ = Brand relationship quality; CBC = Celebrity-brand
congruence; BL = Brand loyalty.

Finally, following the suggested criteria of Fornell and Larcker (1981) that if square root of AVEs were larger
than the inter-construct associations, the discriminant validity is confirmed and this is shown in Table 2.

Table 2. Correlation matrix and the square root of AVE

Construct CEC BRQ CBC BL Sg.R
CEC 1 0.825
BRQ 0.776** 1 0.793
CBC 0.709** 0.781** 1 0.933
BL 0.776** 0.800** 0.671** 1 0.860

Note: CEC = Celebrity endorser’s credibility; BRQ = Brand relationship quality; CBC = Celebrity-brand
congruence; BL = Brand loyalty.

**p < 0.01 levels
4.2 The Mediating Effect of Brand Relationship Quality

“Questions about cause-effect relations invoke the idea of mediation, the process by which some variables exert
influences on others through intervening or mediator variables” (Preacher and Hayes, 2008, p. 879). It was
anticipated that brand relationship quality would mediate the link between CEC and brand loyalty in Hypothesis
1. To test the first hypothesis, the bootstrapping procedure with 5000 cases at 95 percent-confidence intervals
(Cls) in AMOS was implemented. It suggests that there is mediation if the ClI does not contain zero (Preacher et
al., 2007). As revealed by Table 3, the indirect path from CEC to brand loyalty via brand relationship quality was
positive and significant (B = 0.39, 95% CI: 0.24-0.56), yielding support for Hypothesis 1. Nevertheless, brand
relationship quality partially mediated the path from CEC to brand loyalty as the direct effect of this link was
substantial (f = 0.38, 95% CI: 0.13-0.62).

Table 3. Results of mediation analysis

Hypothesis B SE 95% CI Test results
Lower  Upper

0.39***  0.08 0.24 0.56 Supported
H1: CEC — brand relationship quality — brand loyalty

Note: ***p < 0.001
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4.3 The Moderating Effect of Celebrity-Brand Congruence

In Hypothesis 2, anticipation was that celebrity-brand congruence would moderate the link between CEC and
brand relationship quality. To test the second hypothesis, the multiple group analysis through AMOS was
employed. “Multiple group analysis is a method to test the difference of path coefficients between two groups”
(Bae, 2011, p. 467). Using a median split technique, the study sample was divided into two subgroups, high (n =
179) and low (n = 118) level of celebrity-brand congruence. To check the overall moderating effect of
celebrity-brand congruence, the difference in chi square between constrained and unconstrained models was
compared. The findings indicated that two models differed significantly (Ay?(9) = 25.35, p < 0.01). Accordingly,
further examination of moderating impact on each path was possible. As indicated in Table 4, celebrity-brand
congruence significantly moderated the relationship between CEC and brand loyalty (AX2 (1) = 4.28, p < 0.05),
and this relationship revealed to be slightly stronger for the high level of celebrity-brand congruence group (B =
0.47, p < 0.001) than for the group of low level (B = 0.65, p < 0.001), providing support for Hypothesis 2.

Table 4. Results of moderation analysis

Hypothesis Celebrity-brand Ay? (df = 1) Test results
congruence
Low High
0.47***  0.65%** 4.28** Supported

H2: CEC — brand relationship quality

Note: *p < 0.05; **p < 0.01; ***p < 0.001

5. Discussion and Implications

A number of previous research have investigated the direct relationship between CEC and consumer
brand-related outcomes (Dwivedi et al., 2015; Spry et al., 2011; Dwivedi et al., 2014; Stafford et al., 2002; Wang
et al., 2017). However, little is still known about underlying mechanisms in this relationship. In light of this, the
present study aimed to address this gap through analyzing whether the link between CEC and brand loyalty was
mediated of brand relationship quality using the meaning transfer theory. Furthermore, this study also intended to
explore whether this link was moderated of celebrity-brand congruence. The results revealed that brand
relationship quality had a partial mediating effect on CEC and brand loyalty. Moreover, it confirmed the
moderating effect of celebrity-brand congruence on the relationship of CEC with brand relationships.

5.1 Theoretical Implications

The article contributes to the existing branding literature in two aspects. First, this study extends earlier
theoretical findings by adding brand relationship quality as potential mediator of the association between CEC
and brand loyalty. This finding aligns with existing studies indicating the influence of CEC on brand relationship
quality (Dwivedi et al., 2016) and the bearing of brand relationship quality on brand commitment and brand
loyalty (Albert and Merunka, 2013; Veloutsou, 2015; Valta, 2013).

Besides, it is important to note that brand relationship quality serve as a partial mediator in the relationship
between CEC and brand loyalty. It means that CEC produces positive impacts on brand loyalty not only directly
but also indirectly through brand relationships.

Second, this study is the first in the fashion luxury sector to explore the moderating role of celebrity-brand
congruence in the relation between CEC and brand relationship quality. To be specific, CEC was more strongly
related to brand relationship quality for high celebrity-brand congruence than for low one. High celebrity brand
congruence may have a positive influence in advertised brand (Kamins, 1990), thus contributing towards
building strong brand relationships.

5.2 Managerial Implications

The research also provides several suggestions for luxury marketers and advertisers alike. First, this research
highlighted the mediating role of brand relationship quality between the influence of CEC on brand loyalty. This
mediation mechanism provides luxury marketers a new insight into the process of achieving a demonstrable
return on investments in celebrity endorsements. More specifically, luxury marketers should make investments
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on credible celebrity endorsers to establish deep and close brand connections with consumers that can lead to
loyalty.

Another meaningful suggestion of this research refers to the moderating role of celebrity-brand congruence on
the path between CEC and brand relationship quality. It is clearly evident that higher celebrity-brand congruence
leads to higher brand relationships. Thus, in order to enhance interactions between the brand and consumer,
luxury managers should carefully select a celebrity by taking into account not only credibility, but also suitability
of the celebrity endorsement. For instance, luxury marketers should manage and lead ad hoc research in order to
assess the levels of congruence (Fleck et al., 2012).

6. Limitations and Future Research Direction

Despite these meaningful implications, this research has a number of shortcomings. First, the sample for this
research was focused on Korean consumers, thereby restricting generalizability of the results. Future studies may
extend research by collecting broader sample in other countries.

Second, the current study identifies brand relationship quality as partial mediating construct linking CEC to
brand loyalty. To deepen the understanding of this link, future studies may consider other possible mediating
constructs such as brand knowledge, brand reputation, etc. Also, it may be interesting to research the potential
moderating impact of the other constructs such as relationship length and the level of involvement.
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Abstract

The interest of Rural and Community Banks (RCBs) in CSR activities which include education and leadership
development, Health, Community development are geared towards ensuring the wellbeing of community
members. This means that CRS is key to the success of RCBs. Based on the above reasons the study attempts to
examine the influence of CSR on the financial performance of selected Ghanaian Rural and Community Banks.
RCBs sampled for this study were fifteen (15) from the Kumasi Metropolis in Ghana using annual reports for a
six-year-period from 2012 to 2017. Regression analysis was employed to measure the effect of CSR, financial
indicators, bank age, and size of the board of directors using the Data Envelope Technique on the performance of
the RCBs. Findings showed that technical efficiency and productivity were low in some RCBs over the
six-year-period. The results also showed that technical change, technological change, and Total Factor
Productivity affected performance. However, the size of the board of directors was inversely related to the
performance of RCBs. There is therefore the need for RCBs to improve input savings and also ensure an efficient
allocation of monetary resources to corporate social responsibility activities as a way of enhancing their overall
productivity. Not much has been written about the impact of CSR on the financial performance of RCBs in Africa.
This study thus is among the first significant attempts to explore the impacts of CSR on the financial performance
of RCBs in Africa.

Keywords: rural and community banks, corporate social responsibility, corporate financial performance, data
envelope analysis

1. Introduction

In the development of the financial system and the growth of the economy, the role banks play cannot be
underestimated. It has become imperative lately that these banks should provide information on their commitments
to the society, economy, and the environment in respect of their operations. In recent times banks have been
involved in bridging the gap between themselves and the communities they serve, this they do through corporate

social responsibility. CSR helps to improve the reputation of the bank and increase the customers’ trust. (Shen, L.,
Govindan, K., & Shankar, 2015)

Corporate social responsibility has become a fast and significantly emerging practice amongst financial
institutions in Ghana. It is one of the newest strategies which is used by management as a means of creating a
positive effect in society while business is ongoing. Sharma (2019) define CSR as the continuous commitment
by an organization to ethically behave to contribute to economic development while at the same time improving
the quality of life of the employees and their family members as well as the local community and society at large.
Ethical decisions can be undertaken by banks to secure their banking operations through well-informed decisions
which will allow government agencies to reduce their investment in the establishments. Many reasons have been
advanced to explain why banks voluntarily indulge in social activities. The involvement of a firm in socially
responsible activities enables its management to enhance the perceived legitimacy of the social image of a firm
and set higher performance standards for the top management (Naseem, Shahzad, Asim, Rehman, & Nawaz,
2019). However, according to Galant and Cadez (2017), accounting-based measurements are better predictors for
CSR than market-based measures despite their limitations.
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Some researchers hold the view that CSR has the propensity to improve upon the competitive edge of a firm in
the long run. This means that there is a positive relationship between CSR involvement and firm performance
(Saeidi, Sofian, Saeidi, Saeidi, & Saaeidi, 2015). The building of firm-specific social capital can be thought of as
an insurance policy that pays off when investors and the overall economy face a severe crisis of confidence.
Similarly, social capital, in addition to financial capital, can be an important determinant of firm performance,
and identifies circumstances under which CSR can be beneficial for firm value. (Lins, Servaes, & Tamayo 2017).
This linkage between CSR and the financial performance of firms is at least understood area of CSR (Angelidis,
Massetti and Magee-Egan, 2008).

The main driving force behind this paper is that most of the works on corporate social responsibility looked at
the impact of CSR in aggregation on bank performance. However, this paper decomposes CSR into four
components; Education, Community development, health, and others. The paper attempts to look at the effect of
these components in isolation and then went ahead to identify the combined effect of these components on bank
performance.

2. Literature Review
2.1 Financial Environment Concepts

Financial environment components consist of markets and financial institutions that serve households, business
firms, and governments. These constituents can be broadly categorized into the financial system and the banking
system. Owing to their similarities in the concepts of these two terminologies, they can be used in place of each
other.

2.1.1 Financial System

The financial system is made up of building societies, banks, and credit unions, which collectively make up a
network of financial institutions. The role played by this network of financial institutions through financial flows
are critical in the economic development of nations. These institutions through their intermediary role assist in
deploying monetary resources effectively and efficiently (Lai, 2020). Financial intermediation functions as a
vessel through which monetary resources are transferred from surplus financers to deficit financiers.

 — —>
SURPLUS FINANCIAL DEFICIT
COMPENSATORY COMPENSATOR
RETURNS Y RETURNS

Figure 2.1. BANK FINANCIAL INTERMEDIATION

2.2 Theoretical Framework

Different scholars based on their academic and social exposure, prevailing interest, and their background have
defined Corporate Social Responsibility (CSR) differently. CSR thus lacks a consensus definition. Additionally,
these definitions are also influenced by these scholars’ frame of reference. Corporate social performance and
corporate conscience are synonymous with CSR. The activities performed by firms to communities, including
the provision of scholarships for schooling, providing social amenities, environmental protection measures such
as reafforestation, etc. are portrayed through CSR.

2.2.1 Social Costs Theory

According to Crane, McWilliams, Matten, Moon, & Siegel (2008), the responsible allocation of resources is the
main driving force of the effect of corporate non-economic activities on the social-economic system. The
problem of modern corporate responsibility deals with the effective and efficient allocations of social costs. The
literature on social cost has an indirect influence on attempts to measuring social performance. In the literature of
CSR, the challenges posed by foreign markets, according to Crane, McWilliams, Matten, Moon, & Siegel (2008),
could be resolved by focusing on micro-businesses that are unique to particular communities.

2.2.2 Agency Theory
The concept of agency theory is an important phenomenon that goes along with shareholders-oriented values.
Pepper and Gore (2015), report that the principle of agency theory has gained dominance in academic cycles
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globally within the past decade. In line with this theory, business owners are seen as principals, and the managers
entrusted with the day-to-day management of the firm as agents. Accordingly, the principals are owed a fiduciary
commitment by the agents. The agents are motivated by monetary and non-monetary incentives to align their
interests with that of the owners. This is done to ensure goal congruence in respect of shareholders' value
maximization.

2.2.3 Stakeholder Theory

According to the tenets of this concept, the business exists mainly for value creation for its stakeholders. Artto,
Ahola and Vartiainen (2016), argue that the value creation for stakeholders is done through the conversion of the
interest of business into goods and services. Werther and Chandler (2010), conclude that the conversion process
serves as a medium for the coordination of the interests of stakeholders. The stakeholder model from a business
perspective started its “life” as a managerial theory, the reason being that business organizations must principally
have it as an aim to manage the business for the benefit of its stakeholders.

2.2.5 Relational Theory

The complex connection between the business and the environment is the offshoot of this theory. The kind of
society determines strongly the nature of the relational theory of corporate citizenship. Business organizations
take this path to behave responsibly. The fundamental principle defining this theory concerns the association
firms build with their stakeholders. It is thus imperative for corporations to endlessly search for connections and
relationships with their stakeholders. Maon, Lindgreen, and Swaen (2009), report that corporate citizenship is a
concept that is used under integrative and political theories. Relational theory is subdivided into four theories
namely; business and society, stakeholder approach, social contract, and corporate citizenship.

2.3 Empirical Review

Extensive studies on the link between CSR and corporate financial performance (CFP) have been carried out by
several researchers. Findings from these studies show a positive, negative, or insignificant relationship between
the two variables.

Prior studies (see for example Saeidi et al.,2015; Genedy & Sakr, 2017; Inoue, Kent, & Lee 2011) have
established a positive connection between CSR and CFP. The authors established a positive but modest link
between CSR and CFP after comprehensively reviewing the literature. In their quest to appreciate the aspects
of CSR that the market puts a premium on, Bird, Hall, Moment& and Reggiani (2007), found that the market
values employee relations, diversity, and protection of the environment. However, in a study conducted on
quoted firms on the Dow Jones Global Index, Hawn, Chatterji, and Mitchell (2018), conclude that there is an
adverse connection existing between CSR and CFP. In the short run, Wang, Dou, and Jia (2016), argue that firms
with weaker CSR performance achieve substantial financial performance.

2.4 Approaches for Measuring Bank Performance

There are two main approaches used in measuring banks' performance. They are the traditional approach that is
based on accounting and referred to as the CAMEL approach and the parametric and nonparametric methods, i.e.
the frontier applications.

2.4.1 The CAMEL Approach

In examining the performance of business units, this approach is mostly adopted. It is based on financial ratios.
(Khrawish, & Al-Sa’di, 2011). These ratios are obtained from the statement of financial positions and the annual
reports of these banks. Its wide application is a result of the simplicity that comes with its calculation. According
to Nguyen and Dang (2020), this model is the most popular approach approved by regulators in the banking
sector who have a keen interest in estimating efficiency.

The CAMEL model stands for capital adequacy (C), asset quality management efficiency (M), earnings quality
(E), and liquidity (L). The motivation behind the use of this model lies in the probability of a bank failure in
performance which would be revealed if any of the variables, whether input or output present any adverse sign.
Ratios such as return on Asset (ROA), return on Equity (ROE), and net interest margin (NIM), according to
Hasan, Manurung, and Usman (2020), are employed by this model. The CAMEL method ensures that the
different financial health constituents of the financial institution are reviewed by using different ratios obtained
and extracted from the financial statement. In the summary, a model is principally a ratio-based approach.

However, this approach presents some disadvantages. According to Bauer, Berger, Ferrier, and Humphrey (1998),
these ratios do not truly indicate efficiency or performance since managers in an attempt to satisfy their interest
massage these figures or ratios so to make the statements nice and attractive. They also fail to capture the
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cross-sectional differences in input and output mixes. This is because they don’t take into consideration their
prices. The inability of this method to control for input and output mix and other exogenous market forces has a
significant adverse effect on performance. The exogenous factors have the propensity to constrain standard
performance ratios by decreasing their proximity to a more perfect estimating which would account for true
performance.

2.4.2 Frontier Methods of Measuring Bank Performance

As a result of the various criticisms and shortfalls of the CAMEL approach to estimating performance, the
frontier applications have been employed to determine efficiency. It can capture the deviations that occur in the
performance estimate from that of the ideas “best practice firms” on the efficient frontier. It controls the effects
which occur as a result of the existence of exogenous factors like the price in the local markets. It can estimate
clearly how input and output prices affect bank performance.

According to Fethi and Pasiouras (2010), frontier applications present scores that can summarize bank efficiency
in a single statistic. This will help to control the difference which occurs amongst businesses in a very complex
multidimensional framework that is embedded in economic theory roots. In summary, the frontier application
models present a more superior analysis to that of the accounting-based ratios. It is also a better estimate of a
firm’s efficiency, Silva, Tabak, Cajueiro, and Dias (2017).

The parametric also known as Stochastic Frontier Approach (SFA) and non-parametric also called Data
Envelope Analysis (DEA) are the two main methods used in estimating bank efficiency. This study adopts the
DEA approach in estimating the efficiency of RCBs in Ghana.

3. Methodology
3.1 Data

Secondary data was used in this study. All the data were gathered from the annual financial reports, sustainability
reports, and reports on CSR from the websites of the selected RCBs in Ghana. 2012 — 2017 financial years, due
to their availability were used for the study. This data covered six (6) years. In sum, a panel dataset of 120
observations which was well balanced was used. Macroeconomic factors data employed in this study were
collected from the website of the Ghana Statistical Service (GSS, 2014).

3.2 Data Envelope Analysis (DEA)

With the DEA frontier approach, the performance of each bank is evaluated by economic (cost), technical or
allocative efficiency based on the assumption that the banks can convert inputs into outputs. The DEA approach
is suitable for assessing banks as it possesses the capability to turn out numerous outputs from multiple inputs.
Every DMU is made up of numerous inputs and outputs, which when put together, produce an overall single
measure of technical efficiency. DEA as a linear programming approach in assessing efficiency can
mathematically be written as.

U.Y.:
Maxh = 27 Ur¥rjo subject to
2iViXijo
Zr Uryrj
Lr o o4 j =1...n(forall))
i ViXij

Where the assumption is that Ur and Vi are always equal to some small positive quantity of €, this helps to
prevent any input or output from been ignored in the measurement and estimation of the banks’ efficiency and
productivity.

From the above equation if h= 1 then the DMU will be considered to be efficient. In a situation where the h < 1,
then the DMU will be deemed as not efficient.

3.3 Model Specification
3.3.1 First Stage Analysis: Evaluation of Rural Bank Efficiency.

The efficiency of rural and community banks which were sampled was done by the application of the
non-parametric DEA approach based on technical efficiency and productivity.

3.3.1.1 Technical Efficiency

It is derived as a maximum of the ratio of the total sum of weighted outputs to the total sum of weighted inputs.
The efficiency therefore equals.
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_ Weighted sum of output

~ weighted sum of inputs

The weight for this ratio is derived through the limitation that related ratios for every decision-making unit
should be equal to or less than one. This means a lot of inputs and outputs are lessened to a solitary “virtual”
input and solitary virtual output unaccompanied by predesigned weights. In effect, the intuition is that the
efficiency score is a function of the weight or the combination of inputs and outputs.

Assuming that there are ‘¢’ inputs and “f” outputs the relative technical efficiency score for a given DMU will be
derived using a linear programming model as follows

N
r=1 I/T'O

m
i=1V1Rio

s.t

max 0 =

f‘:l V)" YT] <17
211'11 VIXij -

J=1,2---n
Vi=0;i=12,.....t
U;=20;;i=1.2,.....5

And X = quantity of input | employed by DMU J
Y,; = quantity of output churned out by the DMU J
Vi = weight of input i
Ur = weight of output r

The Charles Cooper transformation (1962) presents the representative solution (V, U) for which

m
D Vi =1
r=1

This means that the denomination in the efficiency @ shown in the above is set equal to one. This makes the
transformed linear programing model for DMU to be written as

Max @ = Zslr:i V., Yo

S m
st Zr:i Vr yrj o r=i Xij <0: J =1121n
m
and V. X, =1
r=i
Where V; =2 0:i=1,2,————m
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The linear programming model shown above will be run n times to identify the relative efficiency score for all
the DMUs. To maximize its efficiency, select input and output that best serves the purpose. In summary, a DMU
is classified efficient when it has a score of 1.00 showing 100% efficiency. On the other hand, a score of less
than 1.00 shows inefficiency relatively.

3.3.3 Second Stage Modeling
3.3.3.1 Modeling the Relationship between Bank Performance and CSR

In the second stage, we examine the effects of CSR investment on bank performance using the IV-GMM
regression

Yie = a+06yie—1 + BXit +6G, +u; + &

Where y;; denotes bank performance including technical efficiency and productivity. X;; represents the
vector of CSR investment (including community development, health, education, etc.). Whiles G, represents
the set of macroeconomic variables. &, 5 and § show the parameters to be estimated. The subscripts i and t
represent the cross-sectional and time dimension of the panel sample respectively. &;; also shows white noise
and u; is the unobserved heterogeneity across the banks.

3.4 Variable Selection

The balanced panel data of 15 RCBs were used for this study. A six (6) year sample period thus from 2012 to 2017
was used. This gave 120 observations. Both bank-specific data and macro-economic variables were used for the
research. To make a justified comparison with other previous research the variables were obtained from published
financial statements which are highly used in published studies. It should however be noticed that the sample
chosen for this research included only RCBs in the Ashanti region of Ghana.

The lists of variables used are illustrated in Tables 3.4.1 and 3.4.2 below.

Table 3.4.1. Variables and Measurements for the Second Stage Modelling

Variable Indicators Measurement Expected Sign
Dependent Variable
Rural Bank | Technical Efficiency | Estimated using  DEA-VRS | + (the higher the better)
Performance (TE) approach
Productivity Estimated using DEA-VRS | + (the higher the better)
approach
Independent
Variables
Corporate Social | Investment on CSR +/-
Bank Specific Factors Responsibility (CSR)
Non-Performing Loans | Ratio of Non-performing loans to | +/-
Ratio (NPLR) total loans
Age of Bank Age of Bank +/-
Firm Size Log of Total assets The bigger the better
Investment to total assets | Ratio of the investment to total | The bigger the better
(Inv_TA) asset
Macroeconomic Gross Domestic Product | Gross domestic product measured | +
Variables (GDP) at constant price
Inflation (Infl) Annual inflation rate -
Interest rate
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Table 3.4.2. Variables Used in the Estimation and Measurements of Efficiency

Variable Measurement

Output Variables

Total loans Total loans and advances in GHC

Customers Deposit Total deposits made by customers in Ghana Cedis
Investments Total investments made by the banks

Input Variables

Salary of Staff Total Staff Income in Ghana Cedis

Assets Total assets held by banks

Interest Expense Net interest earnings

4. Results and Discussion

4.1 First Stage Analysis

4.1.1 Measurement and Benchmarking of Rural Bank Efficiency based on the DEA Approach
Table 4.1. Technical efficiency — variable returns to scale

DMU 2012 2013 2014 2015 2016 2017 Mean Rank

1 0.891 0.824 0.927 1 1 1 0.940 11th
2 0.817 0.874 1 1 0.944 1 0.939 12th
3 0.901 0.964 0.876 0.978 1 1 0.953 9th
4 1 1 0.876 1 1 0.985 0.977 Tth
5 1 1 1 1 1 1 1 1st
6 1 1 0.958 0.953 1 1 0.985 6th
7 1 1 1 1 1 1 1 st
8 1 0.955 0.645 0.782 0.749 0.821 0.825 14th
9 0.751 0.721 1 0.85 0.923 0.909 0.859 13th
10 1 0.994 0.883 0.855 0.918 1 0.941 10th
11 0.788 0.758 0.73 0.834 0.853 0.955 0.819 15th
12 1 1 1 1 1 1 1 st
13 1 1 1 0.946 1 1 0.991 5th
14 1 1 1 1 1 1 1 1st
15 1 1 1 0.883 1 0.961 0.974 8th
Mean 0.943 0.939 0.926 0.939 0.959 0.975 0.947

The first stage of the study presented the DEA efficiency frontier which calculated the technical efficiency for
each chosen rural bank for the period under study.

Table 4.1 presents the results of the DEA efficiency scores. The results show that the overall average technical
efficiency score is 94.7%. The implication is that the sampled rural banks have a 5.3% level of inefficiency in
input usage. They can therefore obtain input savings of 5.3%. DMUs with an efficiency score of 1 are described as
technically efficient. The annual technical efficiency scores showed that generally some of the selected rural banks
are performing better in technical efficiency more than others as in the case of DMU 5, 7,12, and 14. The DMUs
with an efficiency score less than 1 are technically inefficient as in the case of 1, 2, 34, 6, 8, 9, 10, 11, 13, and 15.
The most inefficient banks are 8, 9, and 11: require input savings of 17.5%, 14.1%, and 18.1% respectively. The
least inefficient banks are 4, 15, and 13: requiring input savings of 2.3%, 2.6%, and 0.9% respectively. DMUs 1
and 2 can obtain input savings of 6%. and 6.1% respectively. In summary, technically inefficient DMUs need input
savings according to their level of inefficiency in input usage.
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4.1.2 Analysis of Productivity of Selected Rural Banks

The productivity results of DEA for the sampled RCBs are shown and discussed in this section. A summary of
the annual performance is also presented to portray the trend over the study period. Table 4.2 shows the
summarized form of the estimates of productivity changes as well as the components for each bank in the study
period.

Table 4.2. Malmquist Index Summary of Annual Means

effch techch pech sech Tfpch
2012/2013 1.018 0.912 0.995 1.023 0.929
2013/2014 0.984 0.992 0.984 1 0.976
2014/2015 0.999 1.115 1.018 0.981 1.113
2015/2016 1.041 0.887 1.022 1.018 0.922
2016/2017 1.022 0.922 1.019 1.003 0.942
Grand (2012-2017) 1.013 0.962 1.007 1.005 0.974

The above table shows the determinants of productivity. These are efficiency change (effch), technical change
(techch), pure efficiency change (pech), scale efficiency change(sech) and total factor of productivity change
(tfpch)

effch techch pech sech == tfpch

11

0.9

0.8

2012/2013 2013/2014 2014/2015 2015/2016 2016/2017 Grand (2012-
2017)

Figure 4.1. Annual means of productivity components

Primarily, out of the 15 banks sampled, only five (5) were seen to show technological improvement. These are
banks 2, 3, 4, 5, and 12. These banks had scores greater than 1. The remaining 10 exhibited technological regress
as shown in their scores. They had scored less than 1. Again eight (8) of the selected banks representing 53.3%
understudy suffered productivity decline ranging from -0.21% to -0.26%. This reduction in productivity was a
result of technological regress. It can also be seen that productivity grew from 0.14% to 0.4%. The observations
in scale efficiency also showed that six (6) out of the sampled banks were scaling inefficient. This was
manifested in their low productivity levels. The main source of productivity decline was pivoted on
technological inefficiency and technological regress. Only a few of the banks exhibited both scale and
technological efficiency. Bank 3 had the highest improvement in terms of productivity representing a growth rate
of 0.12%. Bank 14 had the highest productivity decline of -0.26%
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effch techch pech sech tfpch

1.15

0.85

0.7

Figure 4.2. Overall summary of firm means of productivity estimates

Table 4.3. Frequency Distribution of TFP, TECH, EFFCH, PECH and SECH

EFFCH Freq. % TECH  Freaq. % TFP  Freq. % PECH Freq. %
<1 6 40 <1 10 66.67 <1 8 53.3 <1 3 20

1 3 20 =1 0 0 1 0 0 =1 7 46.67
>1 6 60 >1 5 33.33 >1 7 46.67 >1 5 33.33
Total 15 100 Total 15 100 Total 15 100 Total 15 100

4.1.3 DEA Total Factor Productivity Changes (TFP) Summary of Annual Means
4.1.3.1 Total Factor Productivity Changes

This section of the study provides the outcomes for the total factor productivity changes (TFP), that is equivalent
to the product of EFFCH (Efficiency change) and TECH (technical change). Observation from the table portrays
that TFP was on the decline mostly in the years of 2012-2013, 2013-2014, 2015-2016, and 2016-2017. This
shows that productivity is on the decline in between these years. TFP however improved between the years of
2014-2015. This means that in between these periods, there was an improvement in technological and efficiency
changes. The overall TFP experienced a deterioration of -0.78%. The deterioration in TFP is however not a
surprise owing to the presence of technical regress. Attributable to this discovery is a result of the seasonal
changes in the banking industry in Ghana. Fundamental to this issue is that banks operating technology is
season-specific.

4.1.3.2 Overall Change of TFP for the Study Period

The additional analysis presents the overall change of TFP for the study period. This helps to make a better
comparison of the endpoint’s years from the first period which is 2012-2013. As presented in the appendix, the
results augment the initial observation that productivity declined during the period. In cumulative terms, there
was a -14.4% reduction in TFP during the study period for the sampled RCBs. The rural banks employed 11.8%%
more inputs in 2016-2017 relative to 2012-2013. In cumulative terms, technological change showed a regress of
-8.8% between 2012-2013. The accumulative trends for technological change show a regress (inward shift of the
frontier) of -9.6% between 2013 and 2014. The cumulative technical efficiency, on the other hand, depicts
progress (efficiency catch-up) of 0.2%. Impliedly, this principle depicts that whereas relatively less
technically-efficient RCBs did catch-up with more technically-efficient ones in some years; they were still
uneconomical using relatively more inputs in production. They were thus, unable to provide the same level of
efficient services.

4.5 Second Stage Analysis
4.5.1 Modeling the Relationship between Bank Performance and CSR

In the second stage, we examine the effects of CSR investment on bank performance using the IV-GMM
regression. The study critically examines the impact of CSR expenditure on rural bank performance over the
sample period. The study explored the specific CSR components as well as other financial and non-financial
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variables. Macro-economic factors were also employed to determine bank performance. The two-step GMM
estimator approach is used to do the estimations. The outcomes of the estimations are presented in Tables 4.5 and
4.6. The study examines the impact of CSR expenditure on technical efficiency and productivity.

The first estimation is made up of two models that are interconnected. Model 1 focuses on the overall CSR
investment. The estimation of model 1 is not only to explore the total CSR expenditure effects on technical
efficiency but to also make a comparison of the current study to extant studies that have been mainly based on
Technical efficiency.

Model two captures the various components of CSR investment and how they affect technical efficiency. This
shows that the values were added hierarchically. This will help to track any problems concerning collinearity as
they have the propensity of affecting the signs of the parameters which will consequently churn out inconsistent
results. To solve the problem of any potential biases, the standard errors of the models were rectified using the
Windmeijer (2005) finite sample correction. The instrument's validity in the system was checked using Sargan
tests.

Table 4.5. Technical Efficiency: Dependent Variable

Technical Efficiency: Dependent Variable

Variables MODEL 1 MODEL 2
LnCSR .092 (.042)***

Lneducation -.037(.186)*
Lncomdev -.289(.157)*
Lnhealth -.292 (.077)***
Lnother .081 (.083)
Lndcp -.008 (.0181) -.105(.320)
Lnage -.147 (.066)** -.056(.103)
Npl -.104 (.042)** -.369(.533)
Lnroa -.008 (.0181) .135(.445)
Liability -.147 (.066)** -.369(.533)
Department -.008 (.0181) .135(.445)
Duality -.147 (.066)** .064 (.168)
Size -.104 (.042)** 3.941 (3.520)
Females -.008 (.0181) -.369(.533)
Constant -.147 (.066)** .135(.445)
Diagnostic Test

Chi-Square Value 36.53 36.53
Prob>Wald Chi* 0.0000 0.000
Nos. Observations 120 120

* ** *** denotes coefficients significant at 10%, 5% and 1%

4.5.1.1 Bank Specific Factors and Technical Efficiency

Model 1 focuses on the bank-specific factors. It showed that overall CSR investment affects performance.
Corporate Social Responsibility is the bedrock on which community commitment to an organization hinge
(Lorizio & Gurrieri (2019). It gives corporate organizations a competitive advantage in the market. This means
that banks that perform CSR activities have a strong customer base and so they can generate a lot of returns on
their investment leading to an improvement in Technical Efficiency (Xie, Nozawa, Yagi, Fujii, & Managi (2019).
These findings support Saeidi et al. (2015) in their research on the impact of corporate social responsibility on
firm performance. The results also show that other bank-specific factors like the age of the bank, non-performing
loans, and growth in liabilities had a detrimental effect on technical efficiency (Waqas, Fatima, Khan, &
Arif 2017). This also confirms the learning curve hypothesis which posits that as bank gains experience over
time, they can reduce waste as it learns lessons from past experiences, best practices in the industry to make
informed decisions in the future. This helps to reduce risks and losses (Musaji et al., 2019).

4.5.1.2 Bank Liabilities and Technical Efficiency

It can also be seen that growth in liabilities has a statistically negative effect on technical efficiency. Growth in
liabilities means that banks are earning less on assets. They take more deposits without using the funds to raise
loans which will help them to increase their net interest income (Tesfai, 2015). Non-performing loans also
harmed technical efficiency. A non-performing loan is a parameter for measuring credit quality. High NPLs
means most of the banks are developing hardcore on their loan accounts (Ghosh, 2015). This therefore means
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these banks have loan accounts which are static and not diminishing in the outstanding balance as a result of the
non-payment of interest and principal. These findings collaborate with Tesfai 2015, who found a negative
relationship between non-performing loans and performance.

4.5.1.3 Duality and Technical Efficiency

Duality was also statistically related to technical efficiency. Most of the Board members of these RCBs were
found to be the managing directors of the banks. This made it difficult for them to separate ownership from
Management. In effect they were not able to work efficiently through proper supervision and monitoring of
banks' liabilities and their conversions into loans or assets. The size of the bank also had a negative relationship
with Technical efficiency. This could be a result of poor monitoring and work specialization. Most of the workers
were assigned to so many tasks hence they could not get use to one particular type of task to enhance
specialization. This reduces overall performance. This supports the findings of Tower and Alkadry (2008), and
(Wagas et al (2017).

4.5.1.4 Components of CSR and Technical Efficiency

In Model 2, It can be seen that Investment in Education and community development had a negative relationship
with technical efficiency. However, the impact was statistically not significant. This means that an increase in
education and community development investments do not result in a reduction of technical efficiency. However,
expenditure on health had a strong negative and statistically significant effect on technical efficiency.

Table 4.6. Bank Productivity Indices: Dependent Variable

Bank Productivity Indices: Dependent Variable

Variables MODEL 1 MODEL 2 MODEL 3
Lneducation -0.0484(0.153)* -0.14171(0.156) * -0.1637(0.174) *
Lncomdev -0.1228(0.091) ** 0.002877(0.093) ** 0.011235(0.104)*
Lnhealth 0.333705(0.157) * 0.185414(0.159) * 0.205496(0.178) *
Lnother 0.039647(0.085) ** 0.060423(0.086) ** 0.077862(0.097) **
Lndcp 0.828081(1.054) * 2.15821(1.068) * 1.725251(1.197) *
Lnage 18.98316(8.629) * 26.39514(8.740) * 24.54861(9.788) *
Npl -2.80991(1.352) * -4.07505(1.369) * -3.70605(1.533) *
Lnroa 0.331699(0.239) * 0.408674(0.242) * 0.448688(0.271) *
Liability -0.59651(0.389) * -0.94579(0.394) * -0.88793(0.441) *
Department 0.062013(0.107) * 0.066258(0.108) * 0.038073(0.121) *
Duality -0.11837(0.129) * -0.16224(0.130) * -0.18714(0.145) *
Size -0.01651(0.047) -0.02396(0.048) *** -3.33E-02(0.054) **
*kk
Females -0.08529(0.085) ** -0.08171(0.087) ** -8.54E-02(0.097) ***
Constant -22.1827(9.545) * -28.2819(9.660) * -26.2575(10.815) *
Diagnostic Test
Chi-Square 0.6629 0.7926 0.9995
Prob>Wald Chi? 0.0000 0.000 0.000
Nos. Observations 64 64 64

*, ** *** denotes coefficients significant at 10%, 5% and 1%

The second stage of analysis is the estimation of the determinants of bank productivity which are Technical
change, Technological Change, and Total factor productivity.

4.6.1 Technical Change and CSR Variables

In model 1, Technical change is regressed against the CSR variables which are community development, Health,
Education, and miscellaneous activities. The purpose is to determine the extent to which these variables affect
bank productivity.

4.6.1.1 Technical Change and Education

From the results, it can be seen that education has a negative but statistically insignificant effect on technical
change. This implies that an increase in expenditure on education does not statistically affect the Technical
change. This could be that expenditure in education is so important to community folks such that they build a
strong bond and loyalty with the bank. This might have increased the customer base of the banks leading to
larger deposits which creates large assets for the bank. This however rejects the findings of (Lorizio & Gurrieri,
2019) who revealed that CSR expenditure significantly affects bank productivity as a result of the reduction in
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shareholder value.
4.6.1.2 Technical Change and Community Development

It is however interesting to note that expenditure on community development had a slightly statistically
significant but inverse relationship with bank technical efficiency change. This implies that community
development may not affect the rural community members directly. Rural community development is perceived
to be a public good and therefore it does not create a strong commitment and loyalty with bank customers.
Another observation is that investments in community developmental activities are normally in fixed assets
which generally may not increase shareholder value. These findings support the work of Uwalomwa and Egbide
(2012) who found a statistically significant negative relationship between CSR expenditure and bank
productivity.

4.6.1.3 Technical Change and Health

Other findings reveal that investment in health activities had a positive and significant relationship with bank
productivity. These health activities are essentially blood screening, the building of hospitals, and payment of
hospital charges. These are seen as a very vital project which creates strong customer relations with depositors.
This helps to increase the customer base thereby generating higher deposits which invariably creates an asset for
the banks through loans. This supports the work of Magbool and Zameer (2018), who revealed that CSR
expenditure helps to create a competitive advantage for banks who involve themselves in CSR activities.

4.6.2 Technological Progress and CSR Variables

Model 2 is the estimation of CSR investment on the technological progress of the banks. Technological progress
is one of the indices which measure bank productivity. It is the development, achievement in the overall process
of invention, innovation as well as diffusion of technology or processes.

4.6.2.1 Technological Progress and Community Development

The results show that investments in Community development and other miscellaneous activities have a positive
and somewhat significant relationship with technological change. Thus, an increase in these expenditures will
lead to an increase in bank technological change.

4.6.2.2 Technological progress and education

It is also interesting to note that expenditure on education is negatively related to technological change. An
increase in expenditure on education leads to a decrease in technological change. However, the p-value of 15.6%
suggests that the effect is not very significant. This proves that expenditure on education may be so high but
banks are compensated by an increase in customer loyalty. This will help the bank to raise enough funds to invest
in technology.

4.6.2.3 Technological Progress and Health

Investment in health activities had a positive and significant relationship with bank productivity. These health
activities are essentially blood screening, the building of hospitals, and payment of hospital charges. These are
seen as a very vital project which creates strong customer relations with depositors. This helps to increase the
customer base thereby generating higher deposits which invariably creates an asset for the banks through loans.
This supports the work of Magbool and Zameer (2018), who revealed that CSR expenditure helps to create a
competitive advantage for banks who involve themselves in CSR activities

4.6.2 Total Factor Productivity (TFP) and CSR variables

Model 3 estimates the effect of CSR investment in Total Factor Productivity (TFP). It can be seen that
investments in community development and health have a positive and significant effect on TFP. This is essential
because customer’s deposits are liabilities for the banks, however, they are the cheapest source of funds which
the bank can use to create assets and earn interest income. This means that banks will have an increase in Net
Interest Income as well as a higher percentage of Net Interest Margin. This will significantly increase bank
productivity in terms of shareholder wealth maximization. These findings corroborate the works of Carlson and
Akerston (2008) who found a positive and significant relation between CSR involvement and Total Factor
Productivity. Expenditure on education was negatively related to bank productivity, however, the effect is not
statistically significant. This implies that the huge capital outflow from the banks is compensated through an
increase in deposits which create investment returns to the banks through the disbursement of loans and
advances. This work empirically confirms the findings of Ojo (2008) that the relationship between CSR and TFP
is not significant as shown by the p-value of 9.7%
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4.5 Discussion of Results

The main objective of the study is to find out the effect of corporate social responsibility on the performance of
RCBs in Ghana, particularly in the Ashanti region. Again, the study seeks to find out the impact of the CSR
components on the indices of bank productivity which are technical change, technological change, and Total
Factor Productivity. A total of 15 rural banks out of twenty-five (25) rural banks in the Ashanti region were
sampled representing 60% of the entire population. Financial data were obtained from the annual reports of the
bank for the periods of 2012-2017. Rural bank performance was evaluated from two main dimensions namely;
technical efficiency and bank productivity using the widely used non-parametric DEA approach. The main
reason for focusing on rural banks stems from the fact that these banks contribute significantly to economic
growth and development. However, their operations are saddled with a lot of threatening challenges which
invariably have a negative bearing on their sustainability. Additionally, these challenges affect their ability to
perform their core functions. It is therefore expedient if not indispensable to identify these challenges and how
they affect their productivity and then devise strategies to resolve them.

The findings of the study showed that the most of sampled rural banks were underperforming in respect of
technical efficiency. The DEA efficiency revealed that the overall average technical efficiency score is 94.7%.
The implication is that the sampled rural banks have a 5.3% level of inefficiency in input usage. They can therefore
obtain input savings of 5.3%. DMUs with an efficiency score of 1 are described as technically efficient. The annual
technical efficiency scores also show that generally some of the selected rural banks are performing better in
technical efficiency more than others as in the case of DMU 5, 7, 12, and 14. The DMUs with an efficiency score
less than 1 are technically inefficient as in the case of 1, 2,3 4, 6, 8, 9, 10, 11, 13, and 15. The most inefficient banks
are 8, 9, and 11: require input savings of 17.5%, 14.1%, and 18.1% respectively. The least inefficient banks are 4,
15, and 13: requiring input savings of 2.3%, 2.6%, and 0.9% respectively. DMUs 1 and 2 can obtain input savings
of 6% and 6.1% respectively. This means that technically inefficient DMUs need input savings according to their
level of inefficiency in input usage.

Concerning bank productivity, by focussing on the bank-specific factors the research showed that overall CSR
investment affects performance. Corporate Social Responsibility is the bedrock on which community
commitment to an organization hinge on. It gives corporate organizations a competitive advantage in the market.
This means that banks that perform CSR activities have a strong customer base and so they can generate returns
on their investment leading to an improvement in Technical Efficiency. These findings support (Wagaset al.,
2017) in his research on the impact of corporate social responsibility on firm performance.

The results also show that other bank-specific factors like the age of the bank, non-performing loans, and growth
in liabilities harmed technical efficiency. This confirms the learning curve hypothesis which posits that as bank
gains experience over time, they can reduce waste as it learns lessons from past experiences, best practices in the
industry to make informed decisions in the future. Growth in liabilities was also on the high side meaning that
banks are earning less on assets. They take more deposits without using the funds to raise loans which will help
them to increase their net interest income (Tesfai, 2015). Non-performing loans also harmed technical efficiency.
A non-performing loan is a parameter for measuring the credit quality, this means high NPLs arise as a result of
the banks developing hardcore on their loan accounts. This, therefore, means these banks have loan accounts
which are static and not diminishing in the outstanding balance as a result of the non-payments of interest and
principal. These findings collaborate with Batir, Volkman, and Gungor (2017) who found a negative relationship
between non-performing loans and performance.

Again, Duality was also seen to affect bank productivity. Most of the Board members of these RCBs were found
to be the managing directors of the banks. This meant that it was practically impossible to separate ownership
from Management. In effect, they were not able to work efficiently through proper supervision and monitoring of
banks' liabilities and their conversions into loans or assets. The size of the bank also had a negative relationship
with Total Factor Productivity. This is a result of poor monitoring and work specialization. Most of the workers
are assigned to so many tasks hence they don’t stick to one particular type of task to enhance specialization. This
reduces overall performance. This supports the findings of Tower and Alkadry, 2008; and Wagqaset al., 2017.

From the results, it can be seen that bank productivity has a negative but statistically insignificant effect on
education. This implies that an increase in expenditure on education does not statistically affect the banks’
productivity. Primarily expenditure in education is so important to community folks such that they build a strong
bond and loyalty with the bank. This might have increased the customer base of the banks leading to larger
deposits which creates large assets for the bank. This however rejects the findings of Lorizio and Gurrieri (2019),
who revealed that CSR expenditure significantly affects bank productivity as a result of the reduction in

49



http://ibr.ccsenet.org International Business Research \Vol. 14, No. 2; 2021

shareholder value.

It can be seen that investments in community development and health have a positive and significant effect on
TFP. This is essential because customer’s deposits are liabilities for the banks, however, they are the cheapest
source of funds which the bank can use to create assets and earn interest income. This means that banks will
have an increase in Net Interest Income as well as a higher percentage of Net Interest Margin. This will
significantly increase bank productivity in terms of shareholder wealth maximization. These findings corroborate
the works of Carlson and Akerston (2008) who found a positive and significant relation between CSR
involvement and Total Factor Productivity. However, expenditure on education was negatively related to bank
productivity.

5. Conclusions and Recommendations
5.1 Conclusions

The main objective of the research was to examine the effect of CSR investments on rural bank performance in
the Ashanti Region of Ghana. The performance was measured from the dimensions of technical efficiency and
bank productivity. There is a general assumption that economic growth and development are pivoted on bank
performance. Therefore, the estimation of the performance of these banks is of critical concern to investors,
managers, regulators, and policymakers. As a result of the empirical nature of the work, there was a need to have
a comprehensive understanding of the banking system in Ghana.

The Data Envelope Technique approach was used in measuring technical efficiency and productivity. The study
concentrated on a sample of 15 banks out of 25 RCBs in the Ashanti region from 2012-2017.

In aggregate terms, the findings of the study depict that the most of sampled rural banks were underperforming
in respect of technical efficiency. The DEA efficiency revealed that the overall average technical efficiency score
is 94.7%. The implication is that the sampled rural banks have a 5.3% level of inefficiency in input usage. They
can therefore obtain input savings of 5.3%. DMUs with an efficiency score of 1 are described as technically
efficient. The annual technical efficiency scores also show that generally some of the selected rural banks are
performing better in technical efficiency more than others as in the case of DMU 5, 7, 12, and 14. The DMUs with
an efficiency score less than 1 are technically inefficient as in the case of 1, 2,3 4, 6, 8, 9, 10, 11, 13, and 15. The
most inefficient banks are 8, 9, and 11: require input savings of 17.5%, 14.1%, and 18.1% respectively. The least
inefficient banks are 4, 15, and 13: requiring input savings of 2.3%, 2.6%, and 0.9% respectively. DMUs 1 and 2
can obtain input savings of 6% and 6.1% respectively. This means that technically inefficient DMUs need input
savings according to their level of inefficiency in input usage.

5.2 Recommendations

In aggregate terms, the findings of the study depict that the most of sampled rural banks were underperforming
in respect of technical efficiency and productivity. This means that there is more room for improvement for the
RCBs in terms of their technical efficiency and productivity. The findings also portray that collectively Technical
change; Technological change and Total Factor productivity need improvements in terms of efficient allocation
of monetary resources to CSR activities. To give a road map to better performance, the findings provide critical
policy implications for individual RCBs as well as their industry stakeholders (regulators) to improve the
technical efficiency of these RCBs if they need to excel in undertaking their core mandates. Recommendations
can be deduced from the findings in that, RCBs should improve their technical efficiency by reducing wasteful
operations so they can undertake decisions that will be in the interest of the bank. This will help in leading to an
improvement in technical efficiency as well as productivity of the banks. These RCBs must improve upon their
efforts in generating non-interest income through commissions, net-earnings from the issuance of investment
instruments as they would make a significant contribution to the productivity of RCBs.

5.3 Limitations of the Study

The research was carried out irrespective of the limitations. The work was carried out for a six-year period from
2012-2017. Therefore, any developmental trends which might occur before or after this period present a
limitation. Another limitation is the availability of time where there is the need for a thorough and a
comprehensive study. The time available was not adequate. Additionally, inadequate funds limited the research
because of various expenses that was directly and indirectly incurred form the research.

5.4 Policy Implications

This study will help the managers of RCBs to understand that their involvement in societal activities can help in
the management of social risk exposures as part of their main operations. This study will also help the
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management of RCBs to understand better ways of institutionalizing good marketing policies and strategies for
the bank. It will also help RCBs to attract, motivate, and retain competent employees who will assist them in
achieving then state objectives.

It is also worth mentioning that rural banking performance depends largely on the availability and accessibility
of credit to their clients. The rampant collapse of rural banks in the 1990s coupled with the high rate of
insolvency and liquidity issues of RCBs is a major challenge that has become eminent in the financial sector.
This research finding will serve as a yardstick to ascertain the effectiveness of actions, which hitherto were used
to address the issues regarding the technical efficiency and productivity of rural banks. Also, the findings of this
study will assist managers of these rural banks under review to effectively offer their performance against their
target and the standards set by Central Banks.
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Abstract

The education sector is crucial to any nation committed to building future human capital. The Higher Education
sector in the Kingdom of Saudi Arabia (KSA) is at the centre of transforming the nation’s future in a radical
move to end oil-dependency. But this is only possible if universities make a decisive change and start working as
learning organisations in all employee's levels. The present study investigates the direction of higher education in
becoming learning organisations. We collected data from 840 staff members in 20 public Saudi universities. We
designed a questionnaire exploring the seven dimensions of learning organisation found in the literature.
Regression analyses were used to assess the impact of those dimensions on the organisational performance.
Results showed that universities that adhered most to the learning organisation principles demonstrated a better
organisational performance, particularly concerning research and knowledge performance. We recommend that
universities should (1) use change agents to help transform effectively and meet rising demands and (2), promote
continuous learning for all employees to increase productivity.

Keywords: higher education, learning organsation, organsation performance.
1. Introduction

The global economic environment is undergoing drastic changes as knowledge substitutes physical capital as the
foundation for current and future wealth (Song et al., 2009). Knowledge in biotechnology, information
technology, and other innovative technologies which have shaped the way people live and do businesses
(Cosgrove & Loucks, 2015). As the need for knowledge has become so paramount, the demand for university
knowledge is also rising. Globally, the impact of higher education on social and economic development increases
annually, and this is projected to continue throughout the century. University education is a centre of knowledge
and its application (Boguslavskii, & Neborskii 2016). This is because a university forms the breeding ground of
the innovations and skills meant to improve the lives and solve problems affecting people. According to
UNESCO, university education creates harmony and a clear link between the development of the community
and education (Boguslavskii, & Neborskii 2016). OECD states that the best way to enhance productivity growth
and create highly paid employment is through investment in knowledge creation (Nielsen et al., 2011).

Although universities have for long been the main source of knowledge and continue to be, they face major
challenges and need to adapt, just like other actors in a volatile market (Song et al., 2018). Around the world,
numbers of policies and programs have been set up in support of the higher education sector. For example, since
1983, the US introduced more than one rating system for institutions of higher learning which indicates how
much a college performs concerning different aspects of knowledge and education (Hazelkorn, 2013). This move
started more than a century ago when Charles W. Eliot, the influential president of Harvard University,
spearheaded an amendment of the existing higher education curriculum (Geiger, 2019). This early reform was
meant to create efficiency and answer questions concerning the cost of degree courses. The National Institutional
Ranking Framework (NIRF) and the National Assessment Accreditation Council (NAAC) (Yeravdekar & Tiwari,
2016) in India are other instances of efforts made to improve university education. Such policies and measures
enhance and harness the comprehensive performance of university education (Saifulhafizi, 2014).

Although learning institutions exist in the same environment as other businesses, their main purpose is not to
make profits, but rather to teach and foster research. This has forced these institutions to adopt several measures
which set them apart from their rivals. In the bid to remain competitive, universities have been using various
strategies including restructuring and on job training programs (Imam et al, 2013). According to Al-Hemyari
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(2019), the performance and quality of universities are important to the success of the institution both in short
term and long-term. A culmination of the policy measures and management strategies are on track to enhancing
research and knowledge performance, but does not make the institution a "learning organisation": an
organisation that helps employees engaging into continuous learning, and create the conditions for knowledge to
be shared among the actors (Saifulhafizi, 2014; Goh, 1998).

1.1 The Higher Education (HE) Sector in the KSA

In order to comprehensively understand higher education in Saudi Arabia, it is essential to start from the early
establishment of higher education sector in the country. The ministry of education was started in 1954 to manage
and oversee the existing educational institutions in Saudi Arabia. A considerable number of students willing to
undergo higher education were forced to move abroad (Alshuwaikhat et al., 2016). This prompted the
government to establish the King Saud public University in 1957. Although students were only male, the
establishment of King Saud University marked the start of the contemporary higher education in the Kingdom.
The Kingdom now has more than 50 public and private institutions of higher education in the nation. In 2018,
the country now boasts having 21 universities ranked among the top 100 in the Arab region (Altbach, Reisberg,
Salmi, & Froumin, 2018).

The ministry of education has been receiving, over the years, a constant flow of funding from the national
government. As a part of this funding, in the year 2005, the King Abdullah Scholarship program led to the
education of hundreds of students in foreign nations including Canada, the United Kingdom, Australia, and the
United States (Smith & Abouammoh, 2013). The performance of such grant scheme was recognised by
UNESCO, which ranked Saudi Arabia as the fourth nation in granting scholarship ahead of the US and Japan
(Islam, 2014). Nowadays, current and next generations have a better chance of gaining university knowledge
than the previous ones (Saifulhafizi, 2014).

If access to knowledge provision is rapidly improving, the performance of the universities as organisations is not.
Several challenges are hindering the future success of these institutions. Indeed various research including
(Alkhathlan et al., 2014; Hilal et al., 2015) have shown that the biggest challenge facing the Kingdom's major
sectors is not policies, but the collapse of the oil industry whose wealth has been trickling down to all other
sectors. To date, oil reserves are estimated to be depleted within 90 years. If universities continue to proceed the
way they have been functioning, their very existence is at risk (Al-shehry, 2009). This comes at a time when the
country is looking for ways to diversify its economy. As highlighted in the nation's Vision 2030 (Khan & Khan,
2020), the KSA is expecting to boost the economy, create more job opportunities in the private sector, transfer
state-owned assets to private organisations, and build on non-oil dependent exports. Education, notably HE, is
considered an epicentre of the changes that are needed to take place in the nation shortly (Hilal et al., 2015). As
stated by Hvidt (2013) in the Economic Diversification in Gulf Cooperation Council (GCC)
countries publication, the government has recognised that post-secondary education has a crucial role to play in
driving the nation socially and economically reduce the reliance on oil reservoirs. As such, a considerable
amount of time and resources are being devoted to developing the R&D sector, entrepreneurship initiatives,
technology, and modern innovation. Such efforts are spearheaded not only to impart knowledge to students, but
also to promote the expansion of off-campus high-value-added, knowledge economy businesses and jobs. In this
vein, there has been an increasing trend in the number of interactions between businesses and Saudi universities.
The relationship is promising, particularly considering that both universities and businesses are striving to better
the national economy sustainably. However, this relation may be problematic as universities have traditionally
considered themselves as learning institutions with three main goals: teaching, community service, and research
(Hvidt, 2013).

The government has invested a lot in transforming Universities' facilities and services and adopting world-class
standards. However, as was hinted by Al-shehry (2009), the transformation of the institutions is skewed toward
traditional business practices; it is not very common to witness the adoption of pertinent learning organisations
practices which will enable them to achieve the envisioned transformation. "Learning organisation™ practices are
described at the activities, programs and behaviours that enable organisations to develop new practises and
acquire new knowledge to improve organisational performance and create a competitive advantage. For
institutions trying to become "learning organisations”, they still fail in executing some of the dimensions of
learning organisation as was conceptualised by Yang, Watkins & Marsick (2004). Learning organisations
contracts are appropriate in the public education sector because they enhance knowledge acquisition. The
ministry of education is looking forward to rolling our new curriculum that emphasises on enhancing critical
thinking. Another important and perhaps very important for the present paper is the fact the ministry is also
investing in training public universities' staff members. It also expected that the use of modern educational
methods such as distance learning, multimedia and embedded learning, will be rolled out over the years to come
(Al-shehry, 2009). In knowledge-driven economies, human capital is considered as one of the key drivers in the
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economy. Saudi Arabia has recognised this (Al-Musali & Ku Ismail, 2014) and this is why the government is
looking forward to creating a population composed of highly educated citizens (Othayman et al., 2020). In the
coming years, the number of citizens holding degree and post degree programs will be high. This is good to the
economy considering that specialised knowledge leads to better productivity. Education, particularly higher
education is expected to have a rippling effect as per the predictions of the Saudi government Vision 2030
strategic framework.

1.2 Significance of the Present Research

In the present socio-economic context, the aims of the present research are twofold: First, it quantifies how Saudi
Universities currently apply the main principles of a "learning organisation”, and second, envisages how further
development can be beneficial to universities, views that will be of interest to both the government and the
private sector. Our findings will be useful to law and policy-makers as they are mandated to set out the general
principles that govern the education sectors in a challenging and changing environment. The study will also
prove useful to businesses that are looking for strategies to drive their firms into the future of the nation post the
oil-reliant economy.

2. Theoretical Review
2.1 Organizational Learning Theory

Successful organisations are those that learn faster than their rivals and then employ the knowledge in their
practices (Senge, 2014). The origins of organisational learning are traced back to the offset of the 1970s as cited
by Argyris & Schon (2011). The term organisational learning has been defined quite differently by past
researchers, and this has created confusion around the subject (Goh, 1998). Therefore, there is no recognised
unified definition of a "learning organisation™ that has been cumulated by the previous researchers. The existing
management literature has however been cited to skew towards the development of diagnostic tools useful to
managers in identifying and enhancing their firm's learning capability.

Some researchers portray the "learning organisation™ as a collective term that brings various concepts together
(Mbuthia, 2018). Such definitions hold that a "learning organisation™ refers to is the sum of individual learning
in an organisation and organisation learns in only two ways: (a) by the learning of its members or (b) by
ingesting new members who know the organisation did not previously have (Senge, 2014). However, these
definitions all tend to consider the organisation as if it was an organism with a nervous system that would
commit errors because of biased cognitive systems and memories, that conserve specific values, norms, and
organisational behaviors. These organisational memories would, in turn, influence the employees and team
learning in the organisation (Senge, 2014).

Previously there have been several attempts to design versions of the organisational learning (OL) models. They
include what has been termed as a classical model, a multifaceted model, a computational model, or a
sociological model (Senge, 2014; Mbuthia, 2018). In the OL framework, much of the evidence indicates that the
key differentiator between public and private sectors mainly reside in one dimension describing how individual
member of the organisation integrate new knowledge. Employee learning in organisations in the public sector
has particularly been found to be the following models that are different from those in the private sector. This
difference is mostly because these organisations are influenced by drivers that emanate from the political arenas.
There has been a major shift as different campaigns urge for the adoption of reforms that enhance the capacity of
the public organisations to meet demands for the citizens and changes in technology.

This has evoked the issue of employee learning in public institutions and the link to innovation and
organisational change. A study conducted by (Goh, 1998) showed that the institutions in the public sector had
higher levels of learning as compared to private institutions.

The Learning organisation as a construct has borrowed notions and concepts from various disciplines, including
organisational development, cognitive science, and system theory. There is a clear line of separation between
organisational learning and learning organisation. While organisational learning is a by-product of normal work,
a "learning organisation" is a process that creates constant learning. A learning organisation can be used as a
tool to achieve the various aspects of organisational performance such as shareholder returns, financial
performance, and product market (Argyris & Schon, 2011).

Senge (2014), states that learning organisation is institutions of creativity and innovation via the creation of free
and enabling environments. A "learning organisation™ forms a good environment that enables people to expand
their capacity to achieve desired goals continuously. In such an organisation, thinking out of the norms,
collective goals are encouraged. This is the kind of organisation that Yang, Watkins & Marsick (2004) describe
as possessing capabilities to constantly adapt and update itself in a changing business market. In 1990, Senge
identified five salient so-called disciplines (or required set of competencies) in the learning organisation. These
disciplines include the need to adopt system thinking/connection, a reliance on personal mastery (the
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commitment of employees to the organisation's learning), mental models, the adoption of a shared vision, and the
ability for a team to learn. He later updated these disciplines in his 1994 papers where he codified the practices
that organisations should use to become 'learning organisations' (Senge, 1994). Senge called these practices The
5 Learning Disciplines. The paper also explained why some organisations become better at building learning
capacity than others. The five learning disciplines are important to this research because each of them is
composed of a set of practices and tools which are inclined to create a sustainable leadership capacity. Senge
described leaders as individuals put in a position to thrive on constant innovation and change by utilising the five
disciplines. Whether in nonprofit organisations like public universities or profit-oriented businesses, the
approach to learning-centered leadership and improvement is grounded on language, principles, concepts, and
values of learning organisations (Senge, 1994; 2014).

2.2 The Various Disciplines of a "Learning Organisation”
2.2.1 System Thinking

System thinking is considered to be the cornerstone among the other five disciplines. It refers to the ability to
envision the big picture, the ability to not only understand the whole picture but also the components that create
the motive and means to integrate other disciplines. Businesses encounter different challenges some of which are
simple, while others are complex to handle. To succeed organisation are required to focus and familiarise
themselves with the complexities at hand. One of the best ways to handle a complicated situation is the
application of simple strategies. According to Senge (2014), simple strategies offer a quick solution and high
chances of leading to organisational performance. However, these strategies also present the risk of
compromising the future of the organisation. Organisational leaders tend to look at organisations as a part of a
bigger picture instead of looking at the organisation's full picture. Senge (1990) shared the phrase that
organisations learn best through experience. Certain short-term actions or simple strategies to reduce advertising
as a way to cut on the operational cost may lead to a drop in the long-term sales of the organisation. This
reiterates the argument made earlier that simple strategies maybe solutions to complex situations, but they cause
an adverse impact in the future. The organisational leaders, therefore, need to be acquainted with enough
knowledge and experience to perform such steer the organisation in the right direction.

System thinking also states that changing or disrupting the flow of power in an organisation causes ripple effects
on the action and decisions made. The managers also need to keep abreast of the feedback system established in
the organisation. Ignoring the feedback from the users of organisations may lead to short term as well as the
long-term impact of the performance of the organisation.

2.2.2 Personal Mastery

Personal mastery is another "discipline™ that is concerned with the employees' commitment to the firms' learning
(Barker & Camarata, 1998). It is also concerned with the so-called "real spirit" that exists in an organisation. The
discipline of personal mastery emphasises the need for an employee to pursue personal improvements.
Individuals should choose those activities or accusations that bring out thrill and utilise the utmost potential. But
to work at full potential, a person should recognise his or her weakness and strengths.

The discipline of personal mastery also urges individuals, who in this case may be managers and other
organisational employees to train their minds to handle complex situations through exposure. Activities aiming at
developing this aspect of problem-solving should be encouraged to eliminate repeating mistakes by instilling in
employees that they can tackle the challenges they may be facing. According to (Hamann et al., 2013) the best
way that an organisation can nature personal mastery is by allocating employees the tasks that are in line with
their best capabilities.

2.2.3 Mental Models

The mental models are also important for a learning organisation since they enable an organisation to grow and
have a vision of what they want to achieve. Mental models caused educational conversations in the firms which
help in the idea and opinion sharing (Dervitsiotis, 1998).

2.2.4 Shared Vision

Also, building a shared vision is another dimension of a learning organisation that enables the creation and
development of goals, objectives, and vision through positive interactions (Senge, 2014). The primary
participants of the interactions are the organisational employees. A shared vision should be developed early so
that a common understanding is created through conversations. Shared vision means that the members should
identify what they want to create together. Tools needed by leaders include values alignment, concept shifting,
and positive visioning. Building a shared vision creates organisational performance through unity in the working
of the whole firm in one direction (Senge, 2004).

2.2.5 Team Learning
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In addition to building a shared vision, there is also a need to develop on another dimension, namely; team
learning. Team learning brings together "personal mastery" and "shared vision". Team learning in an organisation
prevents employees to shun from internal rivalry. Employees hence work as a team and are free to share ideas
with others freely. According to (Fillion, Koffi & Ekionea, 2015) such an organisation creates an environment
that leads to open dialogues and forgiveness. Team learning, therefore, happens in an organisation when teams
start thinking in similar ways by sharing skills, knowledge, insights, and experience as a way to do things better
(Senge, 2014).

2.3 Empirical Review

It is believed that organisational learning creates the best conditions where employees can continually expand
their capacity to perform, nurture new thinking patterns and set their aspirations free in the quest to reach a
bigger vision (Senge, 1990; 2014). The five disciplines conceptualised by Senge provide a very useful
framework in which to understand the inner workings of the organisation, and how it approaches
learning-centered leadership and how improvement is based on language, principles, concepts, and values of
learning organisations (Senge, 2014). However, for an organisation to become a learning organisation, many
other criteria are required to be fulfilled.

As Public universities strive to become effective learning organisations, they need to develop along seven
dimensions as it is argued in Marsick and Watkins (2003). The present research will look at the dimensions of
learning organisation namely; continuous learning, inquiry and dialogue, team learning and collaboration,
embedded system, Empowerment, system connection, and strategic leadership.

2.3.1 Dimensions of the Learning Organization
2.3.1.1 Continuous Learning

Continuous learning in an organisation strives to create constant learning opportunities for all members from the
top management team to the employees (Hung et al., 2010). It is also enhancing the capabilities of the employees
to meet the set objectives. The dimension also benefits the individual employee because they become better
placed in the competitive job market. According to Hung et al. (2010), continuous learning is a good opportunity
for individuals to acquire a better skill set. It also aids in the retention of employees because of the process of
learning and developing them within offers the organisation the skills needed without recruiting new employees.
It has been argued that continuous learning creates the advantage of creating more productivity due to
effectiveness, innovations, and competitiveness aspects. In the modern world, there is a need for an organisation
to remain in business and show constant growth; this demand can only be met by continuous learning. A 2016
study conducted by Ponnuswamy& Manohar revealed that the organisational performance of public universities
was highly correlated to culture of organisational learning. There are several ways of creating learning
opportunities in an organisation; this includes the development of: research grants; training programs, and
scholarships to academics (Ponnuswamy& Manohar, 2016; Othayman et al., 2020).

2.3.1.2 Inquiry and Dialogue

Inquiry and dialogue entail the knowledge acquiring by individuals from others. Employees in an organisation
with this dimension are good listeners and take the views of others with intent (Hussein et al., 2014). It is
important to cultivate the spirit of inquiry as a way of enhancing the ability to understand basic beliefs and
assumptions. A setting that is informal, and without distractions, creates opportunities for people to identify
commonalities between themselves.

Hamann et al. (2013) found that there is a positive effect of learning in an organisation on organisational
performance. The research revealed that inquiry and dialogue were two significant factors in that they cause
efficient communication and system thinking and the organisation is more likely to encourage open
communications. In such a firm, communication is a two-way process which creates ground for opinion and idea
sharing as well as innovation. In a different but related research (Laeeque & Babar, 2015), studied in hospitals
which used certain dimensions of the learning organisation. Results showed that inquiry and dialogue enabled
the staff to take more risks, experiment new things, and enquire more freely. The staff team was also intended to
feedback from patients and respond appropriately. When this is combined with continuous learning, it leads
employees that not only are eager to learn but are willing to explore, question the status quo, and come up with
innovative ideas. Organisations are frequently faced with various challenges that put the managers in complex
situations that need dialogue. To establish a common understanding in such circumstances, robust inquiry and
dialogue is the best action for the business (Hamann et al., 2013).

2.3.1.3 Team Learning and Collaboration

A so-called "intelligence of a team" that is well structured surpasses that of an individual several folds (Hamann,
et al., 2013) as can be seen in areas such as sports, science, and arts. This is also true for organisations where
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staff members work as a team. As a dimension of a learning organisation, team learning is concerned with the
practice of team members coming up with ideas and skills as well as a way to share them with others. When
team learning is combined with collaboration, the members see and treat each other as colleagues. As such, the
employees at the bottom of the organisational hierarchy should feel free to share ideas and opinions with those at
the executive level.

Working together as a team enhances the chances and capability of achieving the organisational objectives.
Organisations should preserve the knowledge created during teamwork and collaboration. Although the team
members may be at different levels of learning, support, and trust in each other leads to better team performance
(Yang et al., 2004). According to Marsick and Watkins (2003) the conditions in an organisation influence team
learning and dictates whether team learning becomes organisational learning.

2.3.1.4 Embedded System

This notion stresses the importance of capturing knowledge learned, maintaining, and sharing it through all
levels of management in the organisation (Yang et al., 2004). Organisations usually come up with means of
storing the learned skill and practices because they help them manoeuvre during time of turbulence in the market
and high employee turnover. A system of sharing captures knowledge is needed when needs arise to generate and
maintain data to make an organisation better. A learning organisation has a culture of putting together an account
of information that can easily be accessed and retrieved when needed. The retrieved information can then be
disbursed and spread within the organisation, especially to the new members joining the organisation (Marsick &
Watkin, 2003).

An embedded system should utilise low technology systems which makes it efficient for analysis through
focused group discussions. The organisation with an embedded system comes up with systems of measuring the
gaps between the current and expected results. Also, time and resources spent during the learning lessons of
employees are measured. Such an embedded system is paramount in the continuity of a learning culture and
performance in the organisation (Sharifirad, 2011).

2.3.1.5 Employee Empowerment

The Empowerment of the staff is another dimension of learning organisation which focuses on making employee
yearn to attain the shared or collective organisational vision. This discipline's success is however dependent on
the use of collaborative practices. Employee empowerment is described by some researchers as a course by
which the rights and the will of individuals are increased through cooperation, training, sharing, and help. But
according to Field (1997), the term employee empowerment has undergone several reviews and changes in line
with the change and competition in the global job market. Employee engagement can be broken down into four
aspects; (1) the performance of the enterprise, (2) the power to make decisions, (3) the information on
performance, and (4) the actual enablement of an understanding of performance and contributions (Fernandez &
Moldogaziev, 2013). Marsick and Watkin (2003) put forward the argument that having control of one's
motivation, cognition and personality is Empowerment. It is seen in the lines of capacity to effect changes and
self-worth. Employee empowerment, especially towards a common vision, leads to commitment in the
organisation (Watkin & Marsick, 2003).

2.3.1.6 System Connection

System connection is the sixth dimension among the dimensions of learning organisation as drafted by Marsick
and Watkin (2003). According to Senge (1990), organisations usually suffers from inertia and realises how hard
it is to keep pace with a changing environment. As stated by Carter and Greer (2013) the more time an
organisation takes to flow with the market changes, the fewer the option is for it to regain back its desired
position. Having an effective system connection would help the organisation to capture and enhance organisation
capability to be successful.

Oh (2019) stated that a system connection also had a mediating and positive impact on the relationship between
Empowerment, continuous learning and organisational performance. An effective system connection also is
considered as a base to clarify the bigger picture of the organisation (Sayed & Edgar, 2019). This includes giving
employees support, time, identification of skills for future tasks and open discussions to identify mistakes and
reward for learning.

2.3.1.7 Strategic Leadership

Strategic leadership increase the share of decision-making from the top of the hierarchy to lower ranks. The
effect is that everyone sees the need to connect to those on top or lower levels of management and in the process
form relationship that are both authentic and lasting (Marsic &Watkin, 2003).

The principles of strategic leadership should help an organisation to shift capabilities and resources to create a
strategic advantage to the organisation against external completion and changing markets. Existing research
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indicate that strategic leadership can change the culture of an organisation, its structure, and system of reward to
foster performance. Strategic leadership is also associated with enhancing the creation of systems for capturing
information and boost learning in an organisation. It allows for the spread of information within an institution as
well as the creation of new knowledge (Marsic &Watkin, 2003; Sharifirad ,2011).

2.4 Measuring Organisational Performance in HE Organisations

Measuring performance is a process that entails the collection, analysing and reporting data of a component,
group or organisation (Marlow et al., 2018). Measuring organisational performance not only in universities as
well as other organisations creates a challenge because it is multidimensional theoretical construct in nature. As
such, there is no single operational measure that a researcher can use as a definite solution. The
multi-dimensional aspect of the variable means that, its unclear whether the results should be portrayed for
unitary or as multiple purpose, which affects reliability. However, researchers (Goyal, 2013; Phusavat et al., 2011)
agreed that the best measures of measuring organisational performance should be in terms of financial measures
such as return on assets, return on equity, return on asset etc. Also, organisational performance can also involve
qualitative measures which include research, competitiveness, resource generation, knowledge creation, teaching
and learning (Soon & Zainol, 2011). According Salau et al. (2016), several other duties and activities are
expected from universities such as mentoring, community service, teaching, routine administration and
assessment.

Another important aspect that is fundamental in universities organisational performance is research. Research is
defined as the systematic study and investigation of sources and material with the goals of establishing facts and
making conclusions. According to Shepherd & Gruber (2020), research is a process of generating new insights
and knowledge or unlocking new knowledge. In the field of academics, research is regarded as a key
performance indicator. Although students face many emerging challenges, it is recommended that the
management and authorities support universities in conducting and publishing research projects. Research goes
hand in hand with teaching and as (Onwuegbuzie et al., 2007), points out, it is the sharing of knowledge and
skills by persons in authority, teachers, in a form that is understandable and relevant to students. The teacher
needs to acquire skills which are expressed as micro behaviors that make teaching effective. Community service
is expressed as the system for giving support to nurture and sustain the lives of families, groups and individuals
to realise their potential for the well-being and development of the society. There are many activities that an
organisation can undertake to improve the lives of the people around them (Karakas, 2010). As mentioned earlier
the researcher chose to explore the university performance using the qualitative measures including knowledge
creation and research.

2.5 Conceptual Framework

The conceptual framework of the present paper emphasises the relationship that exists between dependent
(performance measures) and independent variables. Organisational performance of the selected public
universities forms the depended variables while independent variables entail the dimensions of a learning
organisation; continuous learning, inquiry and dialogue, team learning and collaboration, embedded system,
Empowerment, system connection and strategic leadership based on the impact dimensions of learning
organisations developed by Marsick and Watkin (2003).

60



http://ibr.ccsenet.org International Business Research \Vol. 14, No. 2; 2021

Independent Variables

Dependent Variables

Continuous Learning

Inquiry and Dialogue

team learning and

collaboration o
Organizational performance of

Public universities

Embedded system

Empowerment

Strategic leadership

System connection

Figure 1. The conceptual framework

The aim of this paper is to address the direction of higher education institution in Saudi Arabia becoming a
learning organisation through assessing the application of dimensions of learning organisation in public
universities, assessing dimensions of learning organisation which are associated with organisation performance
in the institutions under study and to assess the extent to which the application of learning organisation is
affected by demographic variables.

2.6 Research Questions
In line with the objectives, the study sought to answer the following questions
i To what extent are the dimensions of learning organisation used in public universities in KSA?

ii. What are the dimensions of a learning organisation that affect organisational performance in
universities?

iii. To what extent is the application of learning organisation affected by demographic variables?
3. Research Methodology

According to Fleiss, Levin, and Paik (2013), a sample is the demonstrative section of the whole population
whereas how that section is single out is called the sampling technique. To minimise sampling error and come up
with a suitable representative, the paper employed a stratified random sampling technique. The technique
involves two processes where the target population is divided into strata and then elements are picked from each
of the strata by simple random sampling. We used a close-ended questionnaire. The questionnaire which was
adopted from Watkins & Marsick (2003) contained 28 questions which had cover the different variables of the
study. All the answers provided by the participants were measured on a similar Likert scale ranging from 1 to 6.
The corresponding answer for the seven-learning dimensions translate to "Strongly disagree" up to "Strongly
agree”, whereas for the organisation performance translate to "Almost never" up to "Almost always".
Questionnaires were sent through emails to the target population. The researchers distributed 976 questionnaires
of which 840 were returned (response rate of 86%). For each group of questions, the average of the answers was
computed for further analysis. The average is assumed to have captured the information of each learning
dimension of the organisation performance.

3.1 Research Reliability and validity
A Cronbach alpha score test on Likert scale was used to check the reliability (or internal consistency) of this
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research. It resulted in an overall Cronbach alpha of 0.972; a value deemed acceptable Bland & Althman,
1997. To ensure the validity of the research tools, this study ensured the creation of objective questions for the
questionnaire. We were careful in covering all the variables (OP, demographics) as well as using related
questions. We pretested our questionnaire in a pilot study where ten questionnaires were sent to experts in the
field and some potential participant of the targeted sample to ensure that all variables and related questions were
included. Later, errors and omissions were corrected to ensure that the questionnaire was valid. We also explored
the construct validity was used to determine the link of the instrument to the theoretical assumptions and
concepts (Kim, Egan, & Tolson, 2015)

Table 1. Cronbach alpha values for the overall questionnaire and each variables

Overall Continuous | Inquiry Team Embedded | Empowerment System Strategic Organisational

questionnaire | learning and learningand | system connection | leadership | performance
Dialogue | collaboration

0.972 0.777 0.730 0.871 0.925 0.911 0.872 0.910 0.936

3.2 Data Analysis

The data collected for this paper were analysed using STATA. We used multiple regression analyses to establish
the relationship between how the dimensions of learning organisation affect the organisational performance. We
also used multi-way ANOVA to characterise how demographic variables affected learning dimensions and
organisational performance (Babbie et al., 2018).

4. Results
4.1 Descriptive Statistics

The present research sampled 840 employees (533 males and 307 females) from 20 universities across all
regions of Saudi Arabia. Figure 2 presents the percentage allocation of the respondents in the universities. The
sample size was large enough to provide confidence as for the conclusions drawn and the geographical spread of
the respondents provides strong evidence to expand the conclusions at a Saudi national level. Table 2 shows the
descriptive statistics of the research sample.

Table 2. Descriptive statistics for the categorical variables

Gend FreqeusenCI Age Frequenci | Educati Frequencies (%) e>\<N:rrilén Frequenci | Administrat | Frequenci
er (%) g es (%) on q 0 pc o es (%) or position es (%)
533 21-3 222 Bachelo
Male (53.5) 0 (26.4) r degree 301 (35.8) >lyears | 55(6.5) Dean 42 (5.0)
Femal 307 31-4 335 Master 1-3 106 .
e (36.5) 0 (39.9) degree 240 (28.5) years (12.6) Vice Dean 45 (5.4)
41-5 223 3-5 Department
0 (26.5) PhD 254 (30.2) years 97 (11.5) chairman 40 (4.8)
51-6 225 Centre
0 55 (6.5) other 45 (5.4) | >5years (26.8) director 33(3.9)
>10 357 Administrat
=61 5(06) years (42.5) or manager 88 (10.5)
Academic 380
staff (45.2)
Non-acade 212
mic staff (25.2)
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Figure 2. Allocation of employees in the universities under investigation (in %)

4.2 Inferential Statistics

Research question (i) To what degree are Saudi Arabia's public universities adopting the various dimensions of
an ideal "learning organisation"?

The average and its associated upper- and lower-bound 95% confidence interval are presented in Table 2 and
Figure 2 visualises the confidence intervals. All averages were below 4 and no confidence intervals ever include
4. If the minimum level was set to 4, then clearly all learning dimensions and the organisation performance tend
not to be learning originations. Regardless of the interpretation of value 4, the conclusion is that there is room for
improvement. The Empowerment and Embedded system have the lowest score values, and their averages and
confidence intervals are similar. Overall, the average values were not high, indicating that work needs to be done
to effectively improve these numbers.

Table 2. Means And 95% Confidence Intervals of the Learning Dimension and Of The organisation performance

Mean 95% Confidence Interval Degree of adaptation of the
Lower Upper learning dimensions

Continuous learning 3.64 3.54 3.72 0.60
Inquiry and dialogue 3.88 3.79 3.95 0.64
Team learning and 3.71 3.62 3.79 0.62
collaboration

Embedded system 3.57 3.47 3.66 0.59
Empowerment 3.59 3.49 3.68 0.59
System connection 3.78 3.66 3.85 0.63
Strategic leadership 3.75 3.66 3.85 0.62
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Figure 3. Mean scores for the seven learning dimension and the organisation performance (error bars represent
the 95th confidence intervals)

Research question (ii) What dimensions of learning organisation are associated with organisation performance in
the institutions under study?

Pearson's correlations and linear regressions were employed to answer the second question. The correlation of
the organisation performance with each of the seven "learning dimensions has been tested. All correlations
between the organisation performance and the dimensions of learning organisation were strong (all .757 >
rs > .531) and statistically significant (all ps<.001), meaning that there is a linear relationship between the
organisation performance and each dimension. A second step was to identify the effect of each learning
dimension on the organisation performance when the former was collectively examined. A backward selection
method was at first applied to identify the learning dimensions that are statistically significantly related with the
organisational performance and a regression model was fitted.

The backward selection method estimated that the embedded system learning dimension did not contribute
significantly to the modelling of the organisation performance and excluded this dimension. The linear
regression of organisation performance on the six other learning dimensions is presented in Table 3. All ps of the
regression coefficients were statistically significant at the 5% level. The B coefficient of the continuous learning
(0.149) was higher than the coefficient of the Team learning and collaboration (0.160). Yet, the former was
statistically more significant than the latter. The t-statistic of the Continuous learning was 4.432, while the
t-statistic of the Team Learning and Collaboration was 4.255. On the other hand, the Strategic Leadership had
the highest effect on organisation performance and was also the most important learning dimension. This
learning dimension was found to be the most correlated with the organisation performance.

We computed a Variance Inflation Factor (VIF) to measure the strength of the inter-relationships between
learning dimensions. Values higher than 10, would indicate a problematic linear regression model and the
relevant learning dimensions would have to be removed. In this case, the highest VIF value was less than 5,
hence all learning dimensions seem to conform with this condition.

All learning dimensions have a positive effect on the organisation performance, except for the Inquiry and
dialogue. However, this variable was not as statistically significant as the other ones and could be eliminated
from the model without significant losses. The R? of the regression model is 0.653. This means, that 65.3% of
the total variation of the organisation performance is explained by the model indicating that the fit of the model
is satisfactory.

We fitted the actual values against the residuals to explore possible violation of the assumption of residuals
homoscedasticity and found none.

Table 3. Linear regression of organisation performance on six learning dimensions (backward selection method)

B Std. Error t-statistic p VIF

64



http://ibr.ccsenet.org International Business Research \Vol. 14, No. 2; 2021

(Constant) 0.898 0.093 9.705 0.000

Continuous learning 0.149 0.034 4.432 0.000 2.822
Inquiry and dialogue -0.070 0.033 -2.103 0.036 2.361
Team learning and collab. 0.160 0.037 4.255 0.000 3.416
Empowerment 0.136 0.035 3.838 0.000 3.867
System connection 0.143 0.041 3.532 0.000 4.645
Strategic leadership 0.298 0.035 8.536 0.000 3.739

Research question (iii) To what extent the application of "learning organisation” is affected by demographic
variables?

The last research question seeks to identify the effect of the demographic variables on the learning dimensions
and the organisation performance. A Multi-way ANOVA was carried out.

Continuous learning:

Education level and work experience were the two key factors statistically significantly associated with
Continuous learning (respectively F(3, 839) = 5.350, p <0.001; F(4, 839) = 3.067, p <0.016). However, Age,
Gender and Administrative position were not significantly associated (all F<1.9, all ps = NS). The Levene’s test
for homoscedasticity was not significant.

Inquiry and Dialogue:

The education level (F(3, 839) = 5.195, p=0.001), the work experience (F(4, 839) = 3.335, p=0.01) and the
administrator position (F(6, 839) = 3.204, p=0.004) were the three key factors statistically significantly
associated with the Inquiry and dialogue. The Levene’s test for homoscedasticity was not significant.

Team learning and collaboration:

The education level (F(3, 839) = 7.112, p <0.001) and the administrator position (F(6, 839) = 2.136, p =0.047)
were the two key factors statistically significantly associated with the Team learning and collaboration. The
Levene's test was rejected (F(235, 604) = 1.233, p =0.024) suggesting heteroscedasticity in the residuals and
results should be treated with caution.

Embedded system:

The education level (F(3, 839) = 9.284, p <0.001) and the administrator position (F(6, 839) = 2.567, p=0.018)
were the two key factors statistically significantly associated with the Embedded system. The Levene’s test for
homoscedasticity was not significant.

Empowerment:

The education level (F(3, 839) = 5.202, p=0.001) and the administrator position (F(6, 839) = 6.375, p=0.006)
were the two key factors statistically significantly associated with the Empowerment. The Levene’s test for
homoscedasticity was not significant.

System connection:

The education level (F(3, 839) = 3.975, p =0.008) and the administrator position (F(6, 839) = 3.144, p =0.005)
were the two key factors statistically significantly associated with the System connection. The Levene’s test for
homoscedasticity was not significant.

Strategic leadership:

The education level (F(3, 839) = 7.923, p <0.001) and the administrator position (F(6, 839) = 2.455, p =0.023)
were the two key factors statistically significantly associated with the Strategic leadership. The Levene’s test for
homoscedasticity was not significant.

Organisation performance:

The only statistically significant demographic variable was the education level (F(3, 839) = 3.157, p =0.024).
Practically this means, that neither gender, age, work experience, or the administrator position differentiates the
organisation performance of the employees. It is their education level that shows differences in the organisation
performance. The education level was then further investigated and revealed that the organisation performance
of the employees with PhD was statistically higher than the organisation performance of the employees with
Master’s degree. The only statistically significant difference in the organisation performance was detected
between the PhD and Master holders. PhD holders had an average organisation performance of 0.335 higher than
the average organisation performance of the Master holders.

The Levene’s test for homoscedasticity was not significant (F(235, 604) < 0.05).
Table 4 summarises the important demographic factors for each learning dimension and organisation
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performance. Education level is always present, administrator position is important for most cases, whereas work

experience was significant only two times.

Table 4. Demographic variables statistically associated with each learning dimensions and organisation

performance

Education level

Work experience

Administrator position

Continuous learning
Inquiry and dialogue

F(3, 839)=5.350, p<0.001
F(3, 839)=5.195, p=0.001

F(4, 839)=3.067, p <0.016
F(4, 839)=3.335, p=0.01

NS
F(6, 839)=3.204, p=0.004

Team learning and | F(3, 839)=7.112, p<0.001 NS F(6, 839)=2.136, p=0.047
collaboration

Embedded system F(3, 839)=9.284, p<0.001 NS F(6, 839)=2.567, p=0.018
Empowerment F(3, 839)=5.202, p=0.001 NS F(6, 839)=6.375, p=0.006
System connection F(3, 839)=3.975, p=0.008 NS F(6, 839)=3.144, p=0.005
Strategic leadership F(3, 839) = 7.923, p <0.001 NS F(6, 839)=2.455, p=0.023
Organisation F(3, 839)=3.157, p=0.024 NS NS
performance

5. Discussion

The present results emphasize that the learning dimensions of the learning organisation framework are not
utilised, at sufficient levels, in public universities in Saudi Arabia. The relationships between most learning
organisations and the organisation performance are highly positive and highly statistically significant. Finally,
the education level seems to be the only demographic factor that affects all learning dimensions and the
organisation performance. The administrator position is a key demographic factor for most learning dimension,
but work experience seems to affect significantly only two learning dimensions.

To what degree are Saudi Arabia's public universities adopting the various dimensions of an ideal
"learning organisation'*?

The variables under investigation include the seven dimensions of learning organisation and organisational
performance. The results showed that the dimensions evidencing the lowest mean scores were Empowerment
and embedded system that is 3.59 and 3.57 respectively. The fact that embedded system held the lowest mean
shows that staff members feel that their institutions are not doing enough to capture, maintain and share the
knowledge learned. As suggested by Watkins and Marsick (2003) this is a worrying trend and the embedded
system dimension is considered a point of reference to help the organisation to manoeuvre at times of high
employees’ turnover and market turbulences. In order to become "learning organisations", HE institutions should
promote the culture of sharing knowledge throughout the organisation that would help to have an effective
embedded system.

On the other hand, organisational performance showed the highest mean score of 3.90. Indeed, the data in Table
1 indicate that members of staff are not satisfied with the level of application of dimensions of learning
organisation in their respective universities. The analyses of the means at 95% confidence level across other
variables and factors showed a similar trend of low figures. Variations figures were higher in oldest participants
(age over 60) with the lowest being in members between 31 to 40 years. Employees with experience in the job of
less than 12 months had the highest scores as compared to employees with more experience. This therefore
shows that duration of work experience also has an impact on organisational performance. Employees with
more experience make decision that impact performance in the institutions as compared to those with less
experience. This is in line with finding by Akhtar et al (2011) that staff members in universities look up to their
managers before making major decisions instead of relying on their own knowledge.

What dimensions of the learning organisation framework are associated with organisation performance?

The present research shows that all the dimension of the learning organisation framework, apart from the inquiry
and dialogue dimension had a positive effect on the performance of the universities. As explained by Hussein et
al. (2014), inquiry and dialogue entail the acquisition of knowledge from others. This dimension was found to
have the least effect on organisational performance of the studied universities in Saudi Arabia. This shows that
HE institutions are poor in cultivating the spirit of acquiring knowledge among the staff members.

The current research found that system connection had the most substantial relationship with organisational
performance (Variance Inflation Factor -VIF = 4.645) and universities that most frequently encouraged staff
teams to think of opportunities and problems from a global perspective also score higher in organisational
performance. In addition, data show that the institutions encourage the employees to enquire and look for
solutions internally before they consider outsourcing.

System connection is the sixth dimension among the dimensions of learning organisation as drafted by Watkin
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and Marsick (2003). The findings in this paper show that most institutions have established strong connections
with their environment. According to Senge (1990), organisations usually suffers from inertia and realises how
hard it is to keep pace with a changing environment. As stated by Carter and Greer (2013) the more time an
organisation takes to flow with the market changes, the fewer the option is for it to regain back its desired
position. Having an effective system connection would help the organisation to capture and enhance organisation
capability to be successful.

The present findings are in agreement with the research by Oh (2019) which found out that a system connection
also had a mediating and positive impact on the relationship between Empowerment, continuous learning and
organisational performance. An effective system connection also is considered as a base to clarify the bigger
picture of the organisation (Sayed & Edgar, 2019). This includes giving employees support, time, identification
of skills for future tasks and open discussions to identify mistakes and reward for learning. The impact of system
connection in the organisations like the public universities can be enhanced through activities such as on-site
case study, seminars, trainings which help to enhance the organsation performance trough understanding main
objectives of the organsation (Antonacopoulou et al., 2019; Sayed & Edgar, 2019).

To what extent the application of "'learning organisation' is affected by demographic variables?

The present results indicates that the education level attained the respondents is consistently the factor that was
significant with all the dimension of organisational learning under investigation and organisational performance.
It can be seen that employees holding PhD had higher statistical significance with all the dimension of
organisational learning and organisational performance compared to those with master's degree.

The impact of education level on organisational performance is explained by Cappelli (2000) who argue that
learned individuals have gained more cognitive capacity which they apply in the workplace. Senge (1994) adds
that learning in organisations enhances strategic thinking and unity of aims.

According to Bhaskar & Mishra (2017), most organisations use educational levels as the basis for selecting
candidates with the skills needed in the organisation. Highly educated staff members are more likely to
contribute more efficiently to noncore activities in the workplace as well.

A study assessing the trend of education in the US found that individuals completing both high school and
college education had drastically improved from 1980 to 2006 by around 28%. This leads to evidenced positive
outcome and positive career outcomes including job mobility, development opportunities, increased job
promotions and better salary levels. (Cappelli, 2000)

The education levels of employees have also been found to contribute significantly to organisational
performance especially in times of turbulences. Highly educated workers have the tendency to be more creative
in their behaviors at such times as compared to less educated workers. Another reason why education levels have
positive correlation to organisational performance is because the highly education employees tend to engage in
fewer counter-productive actions. Counterproductive actions and behaviors in the workplace include absenteeism,
substance use in the workplace and work aggression.

6. Conclusion and Recommendations

The present research focused on the institutions of higher education in the Kingdom of Saudi Arabia.
Universities are known to be the incubators of knowledge and the spearhead innovation and prosperity in a
nation. The study findings provided insights of how the application of learning dimensions can lead to
performance in the universities. Generally the learning organisation dimensions among the studied universities
are moderate. The data on the dimensions studied shows that learning organisation is not applied to satisfactory
levels.

As the literature review and study findings show, it is becoming increasingly important for institutions of higher
education which are like many other modern organisations, to adopt learning orientation because it will lead to
organisational success. The learning in an institution should not be expected to readily and naturally happen;
therefore, efforts should be put into place to make it as a culture in the organisation. Parallel to other
organisations, public institutions should implement learning organisations practices to ensure that set objectives
are achieved. As has been discussed above, many studies recognise that learning organisations have a positive
impact on organisational growth and performance.

Human resource developers in organisations are usually responsible for promoting opportunities for continuous
learning. Organisational learning is largely important in the current job market where the individuals regularly
hop between jobs and reserve what they know with the mentality that sharing what they know might cause a
downfall to their success. It is the hope of the researcher that these study findings will push to identify that is not
sufficient to rely on the continuous learning of a few individuals in the executive without building the institutions
capacity to capture, inspire and share that knowledge.
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It is recommended that public universities go back to the drawing board and embrace the changes which will
steer the institutions toward becoming an ideal learning organisation. Hence, the institutions should introduce
change agents in different departments to examine the specific needs of the organisation and then accompany the
organisation through the transformative change.

This present research identified that individual with higher educational levels tended to have a better
understanding of the mechanisms leading to the establishment of a "learning organsation” than those less
educated. In order to counteract this tendency, human resource managers should promote a comprehensive
continuous learning policy within all job roles in the institution. This learning should then be captured and
integrated into the existing structures and practices in ways that it can be easily accessed and shared by all
members of the institution.

The various tools provided by the learning organisation framework can only be successfully implemented in any
organisation if leaders and managers support them. In agreement with this Marsic &Watkin (2003) and
Sharifirad (2011) stated that strategic leadership acts as the mediators between what can be done and what is
actually executed. It can be said that strategic leadership is a major driver for the organisations to determine their
needs to use technology, information processing, number of individuals learning new skills and quality of
services and programs to be in a competitive position. Learning programs therefore have to be supported by the
strategic leadership so that the intended effects can be achieved.
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Abstract

We summarize the exploration results from a survey study that asks Canada and U.S. consumers questions
related to their acquisition and processing of information related to the COVID-19 pandemic, situation
assessment at the beginning of outbreak, as well as food shopping and stocking behavior during the lockdown.
Our analyses identified unique factors influencing consumers’ situation assessment and stockpiling decisions that
are going along with the emerging social and cultural trends over the past two decades. These include the wide
reach of internet-based media, multiple sources of information in terms of different media types, media
languages as well as communication across country borders towards an individual’s immigration and other
ethnicity background. Information obtained from social media sources is found to have statistically different
impact on the initial situation assessment between Canada and U.S. customers. But learning COVID-19 news
from non-English media source significantly increases the seriousness perception of consumers from both
countries. Information acquisition from multiple language sources also makes a Canadian customer more likely
to stockpiling food items. Consumers’ food stocking behavior from both countries are under the influence of
societal and economic factors such as job security. Findings from our research contribute to the ongoing global
efforts in mitigating COVID-19’s negative impact by generating effective policy and strategic recommendations
for government and business communities to implement collaborative and constructive actions under the global
pandemic.

Keywords: COVID-19, ethnic diversity, information sources, media language, stockpiling
1. Introduction
1.1 Background

The impact of COVID-19 pandemic and the lockdown which had been taking place across the globe were
unprecedentedly striking for the society worldwide. Almost all businesses have to adapt and adjust their
networks of product ordering, stocking, allocation and distribution due to the fluctuation of demand which are
closely linked to the global economy network under the pandemic. The primary focus of this research paper is on
North American consumers’ stockpiling behavior during COVID-19 and the exploration and identification of
unique informational and social drivers which were different from previous outbreaks within this century.
Extensive research in business and economics have classified consumer stockpiling as an unconventional
loss-avoidance shopping behavior under environmental stress/ uncertainty (Helsen & Schmittlein, 1992;
Azadegan, Patel, Zangoueinezhad, & Linderman, 2013; Barello, 2014). It was certainly also the case under the
current COVID-19 pandemic. First weeks of the COVID-19 lockdown in many cities of Canada have witnessed
striking themes as food and other products flew off store shelves as fast as (or even faster than) they could be
stacked (Bogart, 2020). Statistics Canada has recorded percentage increases in sales for a wide range of food
products for the week ending in mid-March 2020 in comparison to the average level in 2019, with some
increases (e.g. frozen fruits, frozen vegetable) over 120%!

1.2 Research Objectives

Instead of further confirming the existence of consumer stockpiling, we aim to empirically explore and identify
unique driving forces behind such phenomenon under COVID-19 in comparison to the period of past two
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pandemic outbreaks (SARS, HIN1) the human society had experienced since the beginning of this century.
Those forces could be corresponding to the emerging social-economic trends developed during the same time
period (the past two decades). The specific research questions we are investigating include: How did consumers
acquire and process information related to COVID-19 at the beginning of outbreak? How would such
information process influence consumers’ shopping behaviour under lock down? What kind of consumers are
more likely to stockpile? Unlike existing studies (Sterman & Dogan, 2015) on consumer stockpiling and
business operation under short-term environmental stresses (e.g. hurricane), the widespread outbreak of
COVID-19 may lead to global shortages of product supply on a much larger scale, making it increasingly more
difficult for retailers to satisfy demands using conventional measures such as increasing order from suppliers or
shifting inventory around networks. It calls for a systematic adjustment in both the information communication
strategy and marketing distribution channels to combat the negative impact on society due to the COVID-19
pandemic. Answers to our research questions would be highly valuable to policy makers and business managers
to implement collaborative and constructive actions to maintain the social welfare under pandemic. Our study
thus contributes to the global efforts in mitigating COVID-19’s negative impact from social, economy and policy
perspectives.

1.3 Overview of Research Findings

Using results from a multi-round survey administered on Qualtrics survey platform towards Canadian and U.S.
participants recruited through Amazon MTurk cloud service, we present empirical evidences that the growing
reach of online media over the past two decades are having much more significant influences on consumers’
initial assessment regarding the seriousness of COVID-19 pandemic in comparison to traditional media types.
The growing demographic diversification in the North American society also generates potentially multiple
sources of information acquisition and sharing about COVID-19 which include but are not limited to various
media sources, different media languages, and communication within and across the residential country borders.
Acquiring and exchanging COVID-19 news via multiple sources tend to let a consumer have an early perception
of a more serious pandemic outbreak which could in turn drive the food stockpiling decision. Noticeable
differences were found between U.S. and Canadian residents when it comes to the initial situation assessment at
the beginning of outbreak. As it got past the initial outbreak, consumers’ decision to stockpiling during the
lockdown period is found to be driven less by information sources, but rather due to the choice of shopping
mode (online vs offline), concerns over pandemic related social issues (e.g. job security) and specific
demographic characteristics (e.g. gender, ethnicity).

2. Literature Review

This paper is primarily connected with economics and business studies on the drivers and determinants of
consumers shopping and stockpiling behaviour under various market and situational conditions.

2.1 Consumer Food Stockpiling under General Economic Conditions

Price promotion has long been identified as a common drive for consumers’ stockpiling behaviour. In particular,
a low promotion environment tends to attract consumers to stockpile (Bell, Chiang, & Padmanabhan, 1999;
Gupta, 1988; Helsen & Schmittlein, 1992) while seeking optimal solution to the household inventory (Assuncao
& Meyer, 1993; Boizot, Robin, & Visser, 2001; Hendel & Nevo, 2006). In the context of retail operations
management, consumer stockpiling behaviour has been identified as heterogeneous segments’ responses under
the high-low (HILO) pricing environment (Blattberg, Eppen, & Lieberman, 1981; Breiter & Huchzermeier,
2015). Stockpiling consumers value monetary savings over convenience and are willing to stockpile their
inventory, postpone purchases, or buy lower quantities, depending on the promotion available facing price
variability in a HILO environment (Ho, Tang, & Bell, 1998). Studying how consumers respond to promotions
through stockpiling has been found to benefit retailers and manufacturers by information sharing (lyer & Ye,
2000) and the reduction of production planning costs (Huchzermeier, lyer, & Freiheit, 2002).

2.2 Consumer Food Stockpiling under Environmental Stress

Extensive researches have been investigating consumer stockpiling behaviour under various dimensions of
environmental uncertainty originated from financial situation, economic event, and other external factors such as
natural disaster (Wernerfelt & Karani, 1987). Environmental changes due to financial and economic events have
been noticeably found to precipitate significant stress on consumers to engage in stockpiling behaviour (Hobson
et al., 1998). Tokar, Aloysius, Williams, and Waller (2014) finds the bias toward over-ordering relative to optimal
orders, while Sterman and Dogan (2015) study hoarding and phantom ordering under anticipated demand shock.
Both studies indicate that environmental stress stimulates the impulse to stockpile in preparation for uncertain
outcomes (Sweeny & Shepperd, 2007). Behaviour research has identified the dilemma that facing financial stress,
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consumers may be incentivized to stockpile to take advantage of promotional prices; however, financial
resources may limit consumers’ ability to stockpile (Bendoly & Hur, 2007).

There is another stream of research on consumer irrational stockpiling, hoarding or panic buying behaviour
associated with major natural disasters and humanitarian crisis (hurricane, earthquake) where many consumers
buy unusually large amounts of product to avoid possible future shortage due to supply disruption. Unlike store
or brand promotion-triggered stockpiling, disaster triggered stockpiling behaviour contains more irrational
factors and can be treated as an unconventional inventory accumulation action for reducing potential losses
(Hendricks, Jacobs, & Singhal, 2019; Snyder et al., 2015). Fear of the unknown is reflected in panic buying
behaviours as consumers channel their lack of knowledge about crises into behaviours perceived as comforting,
providing security or that alleviate stress (Elmore, 2017).With limited information and time for thinking and
judging the situation during disasters, the fear of commaodity scarcity becomes contagious and the distorted facts
and exaggerated misinformation will increase stockpiling behaviour and purchase acceleration (Zheng, Shou, &
Yang, 2020). Panic buying often leads to large quantities of necessities and medical supplies being purchased
from vendors, and vastly limiting or even eliminating availability such that individuals and vulnerable groups,
including the elderly or poor, are prevented from accessing them as they would normally do (Besson, 2020). As
there are no broadly researched modern pandemics outside of SARS in 2003, which was fairly localised in its
presentation, research on COVID-19 will be formative for understanding and perhaps anticipating the future of
shock and crisis research (Loxton et al., 2020). Research conducted by Yuen, Wang, Ma, & Li (2020) in response
to the coronavirus established four key factors causing panic buying: (1) perception, (2) fear of the unknown, (3)
coping behaviour and (4) social psychology.

2.3 Information-Related Drivers behind Consumer Food Stockpiling under COVID-19

Behavioural economics illustrates the effect of an information cascade, whereby consumers within a network are
influenced by the behaviours and decisions of others (Easley & Kleinberg, 2010). With limited information and
time for thinking and judging the situation during disasters, the fear of commodity scarcity becomes contagious
and spreads expeditiously over media channels (e.g., social media, TV, radio, newspaper). Distorted facts and
exaggerated misinformation will increase stockpiling behaviour and purchase acceleration and deteriorate the
situation (Chen et al., 2020). Such information-related impact on consumers’ food purchase and stocking
behaviour is expected to become more prominent considering the evolution of media development and
consumption in North America during the past two decades (2000 — 2020), in particular, compared with the time
of SARS outbreak (2003) and HLN1 (2011), which were the past two pandemic outbreaks the human society had
experienced since the beginning of this century.

2.4 Research Contribution

This paper focuses on exploring factors influencing COVID-19 information acquisition, process and exchange
which are closely tied to consumers’ demographic and ethnic background, as well as the emerging social trends
in the past two decades. To our best knowledge, there has not been study from such angle to investigate the
informational impact on consumers’ purchasing and stockpiling behaviour during COVID-19 pandemic. We
formally develop our research hypothesis in the next section.

3. Conceptual Framework

The overall conceptual framework of our study is illustrated by Figure 1 which is followed by detailed
discussion of each research hypothesis.
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Figure 1. Conceptual Framework
3.1 Impact of Media Types

Figure 2 displays the reach evolution of different media types in Canada from 2001 to 2019. By 2019, internet
media has achieved near 100% reach in Canada, while the reach of traditional media including newspaper and
magazine have experienced significant decline (below 50% by 2019) in comparison to the periods during the
past two outbreak in this century. Similar observation can be made in the U.S. (Figure 3) where internet users
reached 312 million in 2019, which was up from nearly 287 million in 2017 and represented over 95% of total
population (328.2 million according to statista.com). Marketing research has found the increase of “search online,
purchase offline” pattern of consumer shopping behavior in a wide variety of markets and product categories
(Zhuang, Leszczyc, & Lin, 2018).

—® — \agazine ==emmNewspaper —e—=®=Internet =——=8-:-Radio @ TV
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Figure 2. Weekly reach of selected media in Canada
Note: Figure 2 was generated by the authors using raw data 2001 — 2019 from 1AB Canada.
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Figure 3. Number of internet users in the United States from 2000 to 2019 (Internet World Stats)

We believe that the rise and decline of those different media types will in turn affect how consumers obtain
COVID-19 related information which would have been different from decades ago. Formally, we state our first
hypothesis as:

Hypothesis #1: Information obtained via online media source has greater impact on consumers’ initial situation
assessment regarding COVID-19 (in comparison to the traditional media types).

3.2 Impact of Media Languages

Another trend that was developing along the same time span (2000 — 2019) is the growing humber of immigrants
in both countries with the upward trend more prominent for Canada as indicated by Figure 4. Along with the
growing number, the latest census in Canada (2016) also indicates high retention rate of immigrant mother
tongues at home as summarized by Figure 5. We can interpret Figures 4 & 5 as that nearly 80% (El-Assal, 2020)
of Canadians could be speaking mother tongues at home which are different from English or French as the
country’s official language especially at work. Noticeably Canadians across the country have been experiencing
lock down of various forms during the majority time of the past (nearly) half year (March — September, 2020),
which makes a quite blurry line between gathering information from home or from work. A similar usage pattern
of mother language by immigrants at home was observed in the U.S. from a recent survey on immigration trends
and language conducted by Pew Research Center (Scamman, 2019).
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Figure 4. Number of immigrants (in 1,000s) in Canada from 2001 — 2019 (Statista.com)
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Figure 5. Full or partial retention rate for the 22 main immigrant mother tongues in Canada (Census 2016)

The ethnicity and language diversity would clearly influence consumers’ preferred language of media
consumption (see Figure 6 for Canadian consumers). On the flip side, the multiple media language sources may
also add to government authority’s concern with regards to the spread of fake news or misleading information
about COVID-19, which was labelled by World Health Organization (WHO) as “infodemic” (Charlton, 2020).
We now formally state the second hypothesis for empirical investigation:

Hypothesis #2: Information from multiple language sources would increase the level of seriousness in consumers’
initial COVID-19 situation assessment.

60%
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40%
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Figure 6. Preferred language of media consumption among immigrants to Canada (Yahoo Canada, October
2014)

3.3 Impact of Information Exchange

The outbreak and lockdown allowed consumers to spend more time online for various activities as found out in
the McKinsey COVID-19 Consumer survey of over 6000 participants during March 27-29, 2020 (Figure 7).
Meanwhile the unique character of ethnicity and mother-language diversity also created additional channel of
information exchange. One of the co-authors personally experienced the following scenario: around January
2020, he started forwarding his parents (at that time resided outside Canada) media reports in English covering
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the COVID-19 outbreak at his parents’ country of residence, urging them to take necessary precautionary
measures. Turning the clock to March 2020, it was the turn of his parents who were busy forwarding him media
reports (in their mother language) about the outbreak in Canada with similar warning message of necessary
stocking in preparation for lock down. We suspect that given the huge proportion of immigrant populations in
North America as discussed earlier, such pattern of multiple information exchange would play an important role
in customers’ stockpiling decision during the pandemic outbreak. Formally, we state the third hypothesis as:

Hypothesis #3: Information exchange from multiple sources especially those outside the country of residences
would increase consumer’s propensity of food stockpiling.

Texting,
chaltling, Reading Social Video Movies, Video Reading
messaging news online media content shows games print news Working
] I I I i L i
Stay the same 46 44 47 49 42 48 52 53

22
33 37

Figure 7. Change in time spent on selected activities during pandemic (% of respondents)

3.4 Other Societal Impacts

Finally, the COVID-19 pandemic has indeed stirred up a wide range of social-economic issues/ concerns
including but are not limited to social distancing, border closure, reduced international supply cargos, job
security, and social benefits (Shapira, Coco, & Sorbara, 2020). Our final hypothesis suggests that how concerned
a consumer is regarding the COVID-19 related social-economic issues would contribute to the psychological
drives behind the unconventional stockpiling under the pandemic.

Hypothesis #4: A consumer who is more concerned about COVID-19 related social-economic issues is more
likely to engage in food stockpiling.

4. Research Methodology

The analyses presented in this paper are based on primary data collected from two rounds of consumer survey
study. The purpose of study is to investigate consumer information acquisition and exchange regarding
COVID-19 pandemic, the impacts on initial perception of the outbreak and the stockpiling decision during
grocery purchase. The surveys are administered online via Qualtrics platform and the participants are
anonymously recruited from Amazon Mechanic Turk (MTurk) crowdsourcing marketplace. All respondents are
required to be US or Canadian residents, fluent in English, and 18 or older.

4.1 Online Survey 1

The first round of survey was conducted in June 2020. The survey period is of great interest because for our
primary geographic area of research focus, North America, initial outbreak and lock down of various forms
typically occurred around mid - March of 2020 as summarized by Table 1. As time approached the end of June,
most provinces or territories in Canada have been experiencing outbreak and lockdown for nearly 3 months and
there had been discussions regarding various plans of re-opening (Rocca, 2020). Survey participants during this
period are expected to have more time and more stable mindset to recall experiences at the beginning or early
period of outbreak and to provide more reliable survey responses.
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Table 1. Provincial/ Territorial lock down time due to COVID-19 (Canada)

Province/Territory State of Emergency Declared
Quebec 12-Mar
Prince Edward Island 16-Mar
Alberta 17-Mar
Ontario 17-Mar
British Columbia 18-Mar
Newfoundland and Labrador 18-Mar
Northwest Territories 18-Mar
Nunavut 18-Mar
Saskatchewan 18-Mar
Yukon 18-Mar
New Brunswick 19-Mar
Manitoba 20-Mar
Nova Scotia 22-Mar

Note: McCarthy Tetrault, COVID-19: Emergency Measures Tracker, June 18, 2020.

Besides general demographics, most questions of interest in Survey 1 asked participants about the calendar
month, media source and language, as well as personal information sharing when they learned of COVID-19 the
“first time”, which were followed by asking participants to recall their initial perception of the outbreak situation
and the likelihood of food shortage in the following two key questions:

e When you first learned of the COVID-19, how likely do you think it will become a serious situation that
leads to state of emergency and lock down? Provide your answer in a scale of 1-7 with 7 being the most
serious.

e At the start of lock down, how likely do you think there will be a food shortage in the community where
you reside? Provide your answer in a scale of 1-7 with 7 being the most likely.

4.2 Online Survey 2

The second round of survey was conducted in August 2020. Participants were asked questions regarding the
frequency, media source and language, as well as forms of personal contacts taken to obtain and share the
updates of COVID-19 related information after 3 months of outbreak and lock down. These were followed by
questions exploring participants’ shopping frequency, choice of shopping channel (online versus offline), and
monetary spending during the outbreak. Consumers’ tendency of stockpiling were measured by answers
provided to key questions including:

e Do you (or your household) store more food during pandemic than you used to?
e Using the food stocked during this pandemic, my family/ household can survive for about
weeks.

314 respondents were collected for Survey 1 with exactly 50-50 split between US and Canadian residents.
Respondents for Survey 2 include 151 US residents and 153 Canadian residents.

5. Empirical Analysis
5.1 Survey 1 Data Analysis
5.1.1 Information Acquisition at the Beginning of Outbreak

Although the initial outbreak on the other side of world occurred between November to December 2019,
responses from survey 1 indicate that the average American or Canadian learned of COVID-19 the first time in
between December 2019 to January 2020. Figure 8 illustrates the distribution of media source from which a US
versus Canadian resident learned of COVID-19 the very first time.
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Figure 8. Media Source from which a survey 1 participant learned of COVID-19 the first time

For survey participants in both countries, social media and TV were the top two media sources from which they
initially learned of COVID-19. A big contrast between these two countries is that, over 20% (32 out of 157)
Canadian participants learned of COVID-19 the first time from newspapers, which is statistically significant
(P<0.05, one-tailed) and greater than the portion (13%) from American participants. Data collected by Survey 1
also suggests two other differences between US and Canadian participants regarding the initial learning of
COVID-19 related news. Over 10% of respondents in Canada learned of COVID-19 the first time from
non-English media report, for American respondents the proportion is 7% with the difference being marginally
significant (P< 0.1, one-tailed). Such difference could be attributed to the fact that both English and French are
the official languages in Canada. However, 11% of respondents in Canada stated that their “initial learning of
COVID-19 also includes information passed on to me by people from countries outside my residence.” This
percentage is much higher than that of American respondents (4%) with the difference being highly significant
(P<0.01, one-tailed). Considering the almost 2 months of “information accumulation” (from initial outbreak on
the other side of the world to the first time an American or Canadian resident learned of COVID-19), we are
interested to see if this particular channel of information acquisition would have significant impact on consumers’
initial perception of the outbreak situation.

5.1.2 Statistical Analysis Using Survey 1 Data

An F-Test indicates that there is much higher variance (4.1 out of 7) in U.S. respondents’ initial assessment on
the seriousness of the pandemic situation than from the Canadian residents (2.7 out of 7) with the difference
being highly significant ((P< 0.01, one-tailed). To explore the factors leading to such huge difference in the
initial situation assessment between samples from the two countries, a binary logistic regression (Wooldridge,
2010) model is employed to investigate the impacts of media sources and languages on consumers’ initial
perception of the pandemic situation. The dependent variable Concern; = 1 if a respondent i’s (7-pt scale) rating
on the perceived seriousness of the pandemic when first learned of COVID-19 is greater than the sample median
(=3), = 0 otherwise. The list of independent variables include a time variable indexing the month when a
respondent first learned of COVID-19, along with a series of dummy variables indicating the media source,
language and country origin from which a respondent first learned of COVID-19. Rumbaut (2004) classifies
Chinese-Canadian as first-generation, 1 % generation, or second-generation according to own or parent’s birth
country and/ or the age when an individual immigrated to Canada. As there is no sufficient respondents
belonging to each subcategory defined similarly as in Rumbaut (2004), we created a composite dummy variable
Immigrant; = 1 if a respondent (or at least one of the parents) was born outside the current country of residence
(USA or Canada for the corresponding survey participants), =0 otherwise. Table 2 provides full definitions of the
variables used in the model estimation, and Table 3 reports the summary statistics.
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Table 2. List of variables for statistical analysis using survey 1 data

Variables Description & Values

Perceived Seriousness  (7-pt scale) with 1 being "not serious at all”, 7 being "most serious”

FT First time learned of COVID-19. 0="Nov,19", 1="Dec,19", 2="Jan,20", 3="Feb,20", 4="Mar,20"

= 1if first learned of COVID-19 from online or offline Newspaper;

Newspaper = 0 otherwise
=1 if first learned of COVID-19 from a TV network;
TV =0 otherwise

=1 if first learned of COVID-19 from social media;

SocialMedia = 0 otherwise
= 1if first learned of COVID-19 from non-English media;
NonEng = 0 otherwise

= 1if first learned of COVID-19 from outside of current country of residence;
DiffCY = 0 otherwise

=1 respondent or at least one parent was born outside current country of residence;

Immigrant = 0 otherwise

Table 3. Descriptive statistics for the list of variables in Table 2

Variables Mean Median Std. Dev Min Max

Canada USA Canada USA Canada USA Canada USA Canada USA

Perceived Serious  3.178 3961 3 4 1.649 1964 1 1 7 7
FT 1.981 2071 2 2 0.984 1.117 0 0 4 4
Newspaper 0.204 0135 0 0 0.403 0.342 0 0 1 1
TV 0.242 0258 0 0 0.428 0438 0 0 1 1
Social Media 0.357 0484 0 0 0.479 0500 0 0 1 1
NonEng 0.108 0.071 0 0 0.311 0.257 0 0 1 1
DiffCY 0.11 0.041 O 0 0.312 0.197 0 0 1 1
Immigrant 0.293 0.146 0 0 0.455 0.353 0 0 1 1

The probability that a respondent i would perceive the situation to be serious after first learning of COVD-19 is
specified as

exp(xiB) (1)

Pr (Concern; = 1) = 1+exp(x;B)

where
x;B = Po+ BiFT; + B,Newspaper; + B;TV; + B,SocialMedia; + fsNonEng;+B¢Dif fCY; + B, Immigrant;
)

Full results of estimation are reported in Table 4. For Canadian respondents, the only media source that had
statistically significant effect on their initial perception of the situation seriousness is social media with estimated
coefficient 8, = —1.2, which can be converted to exp(B,) = 0.3. This points to an interesting finding: all else
being equal, the odds of perceiving a serious outbreak early are 70% lower for a Canadian who first learned of
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COVID-19 through social media! In contrast, TV is the only media source that had statistically significant effect
on American respondents’ initial perception of the outbreak situation with estimated coefficient being 1.068,
which can also be converted to the effect on odds ratio: exp(1.068) = 2.909. All else being equal, the odds of
perceiving a serious outbreak early are 190% higher for a U.S. resident who first learned of COVID-19 through
TV networks. We believe this findings echoes the huge diversification in terms of opinion and coverage view
across different TV networks in U.S. According to a survey conducted as a part of Pew Research Center’s
Election News Pathways project (Jurkowitz & Mitchell, 2020), the pandemic coverage varies notably across Fox
News, MSNBC and CNN (the three major cable news networks featured in the analysis as American’s major
sources of political and general news). Consequently first learning of COVID-19 from the TV network which
reports the pandemic outbreak in much more serious tone (with greater coverage) would drive an American to
draw similar conclusion about the situation. For survey respondents from both countries, learning of COVID-19
news the first time from a non-English media source significantly increase the likelihood of perceiving the
situation to be serious at the beginning (exponentiated coefficient = 3.7 for Canadian, = 7.2 for American).
Another significant difference is that Canadian respondents having immigration background (as defined
similarly in Cleveland & Xu, 2019) are more likely to form an early perception of serious outbreak (estimated
coefficient = 0.654, exponentiated coefficient = 1.924) while such effect is insignificant for respondents from the
U.S. We also estimated the binary logit model (Equation 1) by including in Equation (2) the interaction terms
between Immigrant and different media source variables in Table 2. None of estimated coefficients for the
interactive terms is statistically significant. We believe this can be attributed to the fact that the ethnicity
backgrounds of Amazon MTurk workers are not sufficiently diversified (Ross, Irani, Silberman, Zaldivar, &
Tomlinson, 2010).

Table 4. Binary Logistic Regression Output using Survey 1 Data

Variables Parameters Estimated Coefficient Std. Error P-Value
(Canada) (USA) (Canada) (USA) (Canada) (USA)
Intercept go -0.630 -0.849 0.518 0.645 0.224 0.188
FT Bl 0.184 0.059 0.187 0.163 0.327 0.718
Newspaper B2 -0.748 1.044 0.549 0.721 0.173 0.147
TV B3 -0.555 1.068 0.525 0.647 0.291 0.099*
SocialMedia p4 -1.200 0.958 0.515 0.608 0.020* 0.115
NonEng pS 1.315 1.974 0.574 1.105 0.022* 0.074*
DiffCY p6 0.620 -1.564 0.589 1.095 0.293 0.153
Immigrant p7 0.654 0.770 0.414 0.564 0.104* 0.173

Note: * indicates statistically significance at alpha level of 0.1 or less.

5.2 Survey 2 Data Analysis
5.2.1 Information Acquisition during Lockdown

Responses collected by Survey 2 continue showing difference in terms of information gathering and exchange
after about three months of outbreak between U.S. and Canadian participants. As illustrated by Figure 9, the
percentage of Canadians who checked COVID-19 news in more than one languages is almost twice as much as
that of Americans, such difference is found to be statistically significant (P< 0.001, one-tailed).
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Figure 9. Number of survey 2 participants who browsed COVID-19 news in more than one language

Over 80% of participants from either country have been discussing and sharing COVID-19 related information
(e.g. cases, social distancing, food stocking) with others through multiple channels including inside family
residence, colleagues at work, family or friends from the same or different city/provinces, etc. A big contrast is,
over 41% of respondents from Canada have been exchanging information with people outside their country of
residence, while this percentage is only about 12% among respondents from U.S. The difference is again
statistically significant (P <0.001, one-tailed test). Respondents were also asked to state their level of
satisfactions towards government public’s health advisories, pandemic-relief social benefits, as well as their
concerns about job security during the outbreak. Respondents from Canada are more satisfied with government’s
public health advisory (median = 3.7 out of 5-pt scale) than US participants (median = 2.5 out of 5-pt scale).
Similar pattern is found on the survey respondents’ satisfaction level towards government’s pandemic-relief
social benefits (median = 3.5 for Canadian participants which is greater than median = 2.5 for U.S. participants,
out of 5-pt scale). Meanwhile Canadians are found to be more concerned (median = 4.4 out of 7-pt scale) in
comparison to the Americans (median = 3.5 out of 7-pt scale) about job security. All the above differences
between survey responses from the two countries are statistically significant (P <0.001, one-tailed test).

5.2.2 Statistical Analysis Using Survey 2 Data

Another binary logistic regression model is employed to investigate factors influencing consumers’ propensity of
stockpiling food during COVID-19 outbreak. The dependent variable Stocking; = 1 if a respondent i answered
“Yes” to question in survey 2 stating that the household stocked more food during pandemic than it used to, = 0
otherwise. The list of independent variables include media language selection, shopping frequency, percentage of
online shopping, job security concern, plus immigration status (using the same definition as in survey 1) along
with other demographic characteristics. Table 5 provides full definitions of the variables used in the survey 2
model estimation, and Table 6 reports the summary statistics.
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Table 5. List of variables for statistical analysis using survey 2 data

Variables Description & Values

=1 if household stocks more food during outbreak than it used to;

Stocking =0 otherwise

=1 browse COVID-19 news in multiple languages;

Languages =0 otherwise

Offline shopping frequency. 0="Pure online", 1="0Once a month", 2="0nce every 2 weeks", 3="Once every

Frequency week", 4="More than once per Week"

Online Percentage of online grocery shopping during the pandemic

Job (7-pt scale) with 1 being "not concerned at all”, 7 being "very concerned" about job security during outbreak

=1 respondent or at least one parent was born outside current country of residence;

Immigrant =0 otherwise
Gender =1 for female; =0 otherwise.
Caucasian =1 if self-identified as this ethnicity group; =0 otherwise

Table 6. Descriptive statistics for the list of variables in Table 5

Variables Mean Median Std. Dev Min Max
Canada USA  Canada USA Canada USA Canada USA Canada USA

Stocking 0.601 0636 1 1 0.490 0.481 0 0 1 1
Languages  0.399 0179 0 0 0.490 0.383 0 0 1 1
Frequency 2.803 2535 3 3 1.464 1.336 0 0 9 9
Online 0.302 0341 0.2 0.2 0.322 0.350 0 0 1 1
Job 4.353 3536 5 4 1.949 1.833 1 1 7 7
Immigrant 0.316 0079 0 0 0.465 0.270 0 0 1 1
Gender 0.480 049 O 0 0.501 0.502 0 0 1 1
Caucasian 0.546 0815 1 1 0.500 0.390 0 0 1 1

The probability that a respondent i would engage in food stockpiling during the outbreak is specified as

Pr (Stocking; = 1) = 7122;);;}3/) 3)

where
x;y = Yo + v1Languages; + y,Frequency; + y;0nline; + y,Job; + ysImmigrant; + ysGender;
+y,Caucasian; 4

According to the full estimation output reported in Table 7, responses to survey 2 revealed much bigger
behavioural difference between Canada and U. S. customers after passing the initial outbreak period. The only
common factor which significantly affects the propensity of food stocking in both countries is the concern for
job security. The estimated coefficients (y,) are 0.353 for Canadian respondents and 0.332 for U.S. respondents,
both of which can be converted to the exponentiated level around 1.4. Thus all else being equal, the odds of food
stocking are 40% higher for a (U.S. or Canadian) customer who is more concerned about job security during the
pandemic. We believe this finding has important economic policy implication during the pandemic. It was found
in survey 1 that first learning of COVID-19 in non-English media significantly affects a consumer (either in U.S.
or Canada)’s initial perception regarding the seriousness of this pandemic. We found in survey 2 that similar
effect continues influencing a Canadian customer’s decision to stockpiling food during the outbreak. The
estimated coefficient of y; equals 0.878 for Canadian respondents, which suggests a huge quantitative effect as
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exp(y,) = 2.407: all else being equal, the odds of food stocking are 140% higher for a Canadian resident who
has been following COVID-19 news in multiple languages during the outbreak. Canadians who conducted
greater proportion of grocery shopping online are also more likely to stockpiling food, while the effect of offline
shopping frequency goes the other direction. Caucasian customers in Canada are found to be less likely of food
stocking. Yet none of these factors has statistically significant impact on American customers’ food stockpiling
decision. Data from U.S. respondents only suggested that female customers are less likely to stockpiling.

Table 7. Binary Logistic Regression Output using Survey 2 Data

Variables Parameters Estimated Coefficient Std. Error P-Value
(Canada) (USA) (Canada) (USA) (Canada) (USA)
Intercept Yo -0.509 -0.924 0.867 0.733 0.557 0.208
Languages Y 0.878 0.790 0.441 0.593 0.047* 0.182
Frequency Y, -0.319 0.165 0.163 0.162 0.050* 0.308
Online Y3 1.295 0.512 0.712 0.580 0.069* 0.377
Job Yy 0.353 0.332 0.114 0.113 0.002* 0.003*
Immigrant Y5 -0.575 -0.071 0.512 0.855 0.262 0.933
Gender Ys 0.491 -1.179 0.419 0.398 0.241 0.003*
Caucasian Y7 -0.765 0.418 0.448 0.541 0.088* 0.440

Note: * indicates statistically significance at alpha level of 0.1 or less.

6. Conclusion
6.1 Summary of Research Findings

Despite near 100% reach of internet in both countries, Hypothesis #1 is only found to be supported by Canadian
participants’ responses to survey 1. Social media is the only media source of initial COVID-19 information
which significantly affects the likelihood of a Canadian perceiving the situation to be serious at the beginning of
outbreak. Such effect was not found from U.S participants in survey 1. Hypothesis #2 was supported by
estimation results using survey 1 data from both U.S. and Canadian participants. First learning of COVID-19
from non-English media report significantly increases the likelihood of a consumer having early perception of a
serious outbreak. As both countries under our study have another language other than English to be official or
popular language (French in Canada, Spanish in U.S.), we tried to seek additional support to this hypothesis from
the “outside country of residence” information source. Due to the small proportion of respondents (Canada 11%,
U.S. 4% as in Table 3) that fall into the classification in survey 1, first learning COVID-19 from outside country
of residence was not found to be a significant factor influencing a consumer’s initial perception of the outbreak
to be serious. We did find that a Canadian who has stronger immigrant background as defined in Table 1 is more
likely to perceive the pandemic to be serious at the beginning of outbreak, which could be considered as
additional support to Hypothesis #2.

Hypothesis #3 did not receive much support from analyzing participants’ responses to survey 2. In this round of
survey, participants were asked again if they have been following and exchange COVID-19 related information
via multiple media types, media reports in different languages, and especially with people outside participants’
country of residences. None of these factors were found to significantly influence a (U.S. or Canada) consumer’s
propensity to food stockpiling. Neither is a participant’s immigration background affects the stockpiling decision.
The only exception is that following COVID-19 news in multiple languages would increase the likelihood of a
consumer in Canada to engage in food stocking. Participants were also asked to state their opinion (concern or
satisfaction) towards multiple social-economic issues related to COVID-19: government official’s public health
advisory, pandemic relief social benefit, job security concern during the outbreak, and the social behaviour norm
post pandemic. Only the concern for job security is found to have significant effect on increasing the likelihood
that a participant (U.S. or Canada) would engage in food stockpiling during the pandemic. We believe this
finding provides support to hypothesis #4.
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6.2 Limitations and Future Researches

Although Mechanical Turk workers are more diverse than the undergraduate student subject pool, it is however
significantly less diverse than the general US or Canadian population (Hitlin, 2016). Figure 10 illustrates the
birth decades of Canadian participants in survey 1, which were significantly younger and the pattern was similar
for U.S. participants. The high percentage of Caucasian participants in survey 2 (55% in Canada, 82% in U.S.
according to Table 2) also suggest less ethnicity diversification.
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Figure 10. Birth decades of Canadian MTurk participants for survey 1

Even with such participant profile we are still able to identify some significant factors influencing consumer
behaviour under such unprecedented pandemic outbreak. However we believe this presents a major challenge to
our research question regarding consumers’ information acquisition and exchange regarding COVID-19 through
multiple sources that are tied specifically to their ethnicity backgrounds. Surveying from a more diversified
subject pool is certainly an important direction of future research in order to obtain a more comprehensive
understanding on how the ethnicity-related factors (Laroche, Kim, & Clarke, 1997) affect consumers’
information processing and stockpiling behaviour under such a global pandemic.

The current paper focuses on the comparison between U.S. and Canadian consumers under the pandemic
outbreak. Greater resources including time, funding and human capitals could allow us to expand the scope of
primary data collection by covering more countries over different continents. For example, it would be
interesting to conduct similar comparison between consumers from Europe such as U.K, Italy, versus those from
Asia or Oceania (e.g. Australia). Larger data size across multiple countries/ regions could also allow the
employment of more advanced statistical models (e.g. structural equation models, SEM) for validity and
reliability of the empirical investigations. Findings from those future research directions, in combined with
insights collected from the current paper, would help weave a complete “map” to fully understand the short term
as well as long term influences of COVID-19 (beginning, during and post outbreak) on consumers’ information
acquisition and shopping behaviour.
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Abstract

The objective of this study was to investigate the impact of employee empowerment (i.e., structural and
psychological empowerment) on job engagement (i.e., physical, emotional, and cognitive engagement). A
quantitative approach was adopted in order to achieve such a study aim, and the data was collected via an online
questionnaire. The sample of this study consisted of 300 employees from the Agaba Special Economic Zone
Authority (ASEZA), one of the biggest Jordanian organisations in Agaba, with a total of 293 questionnaires
retrieved and 7 excluded due to their being invalid for statistical analysis. This yielded a total of 286 accepted
questionnaires, or 95.3% of the total questionnaires provided. Moreover, the Statistical Analysis Package for
Social Science (SPSS) was used for data analysis, the results of which indicating that the level of implementation
of employee empowerment dimensions had a medium rate amongst ASEZA’s employees, as the structural
empowerment was applied more than the psychological empowerment. Furthermore, the level of present job
engagement dimensions also had a medium rate amongst the surveyed ASEZA employees. The results also
indicated there to be a significant statistical impact by structural and psychological empowerment on physical
engagement and cognitive engagement, whilst there was no significant statistical impact made by structural
empowerment on emotional engagement compared to psychological empowerment, which had a significant
statistical impact on it. In light of the findings of this research, ASEZA managers must pay more attention to the
role of empowerment of employees in promoting work engagement, since this enhances the organisation’s ability
to achieve the appropriate strategy and gain a comparative advantage.

Keywords: employee empowerment, psychological empowerment, structural empowerment, job engagement,
Jordan, ASEZA

1. Introduction

In today’s competitive global environment, it takes more than following up operational success for any given
business: rather, if any organisation wants to increase its profits and improve productivity, it needs to engage
their people who present the best ideas, insights, and solutions; in other words, employees’ empowerment is
essential for the organisation (Wang et al., 2019) , some researchers even suggesting that empowerment may be
considered as an antecedent of engagement (Macey & Schneider, 2008).

This study attempts to increase our knowledge on the requirement for employees to be empowered, as well as on
the subsequent benefits that will arise concerning job engagement as a result. This study will also present
additional information concerning employee empowerment in regard to stakeholders who are keen to aid in the
realisation of empowerment amongst employees. Moreover, this study will become a source of secondary study
to other researchers who are interested in employee empowerment and its impact on job engagement within their
organisation; indeed, our findings will help to improve their capability to participate in future decision-making.

Considering employee empowerment and job engagement are entirely relevant to one another, and are key when
it comes to enhancing employees’ outcomes (Guan & Frenkel, 2018; Guest, 2014; Yin, 2018), employees would
be more willing to perform tasks that contribute to the organisation’s overall success (Judge, Erez, Bono &
Thoresen, 2002) by improving empowerment levels and engagement perceptions amongst employees within a
given firm (Cavus & Gokcen, 2015).
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Empowerment is an important component of fruitful outcomes, productivity, and development within any
business (Hunjra, Haq, Akbar & Yousaf, 2011), and employee empowerment specifically is largely viewed as a
persuasive practice that expands performance through the expansion of chances of investment and contribution
in important decision-making processes. This entire process is centred on creating trust, inspiration, being
involved in decision-making, and eliminating any limits amongst employees and top managers (Meyerson &
Dewettinck, 2012). Notably, empowerment can be defined as ‘providing the employees of an organisation the
authorisation to manage their day-by-day work activities’ (Liden, Wayne & Sparrowe, 2000).

The reminder of this paper is structured as follows: Section 2 discusses the literature review concerning job
engagement and empowered employee, followed by Section 3, which introduces the research questions and
research hypothesis. Section 4 discusses the study model, whilst Section 5 describes the research methodology
that has been adopted in this research. Subsequently, Section 6 provides research results and analysis, followed
by Section 7’s discussion of these results. Next, Section 8 provides an overview of the research implications and
recommendations, and Section 9 focuses on study limitations and future research. Finally, the references list for
this research is detailed in Section 10.

2. Literature Review
2.1 Job Engagement

Engagement can be defined as ‘the creation of opportunities for communication between employees largely and
easily’, and also expresses the establishment of an encouraging and motivating environment that meets the
employees’ ‘desires to communicate with their work’, in addition to caring for proper job performance. Indeed,
as a whole, this concept expresses flexibility and continuous improvement (MacLeod, Quinn & Clarke, 2009). It
was the researcher Kahn, who explored the emergence of the concept of correlation and associated it with the
term ‘personal attachment’. Here, he expresses the harnessing of the capabilities of employees to complete their
roles through the employee’s use of the concept of physical correlation. Kahn also knew that a lack of correlation
compromises an employee’s role to perform emotionally and mentally (Wefald, 2008).

In his seminal paper, Kahn (1990, p.694) defined personal engagement as ‘the harnessing of organisation
members’ selves to their work role; in engagement, people employ and express themselves physically,
cognitively, and emotionally during role performances’. Notably, the concept of job engagement initially arose in
the attempt to reduce staff fatigue and increase their entertainment by linking them with their work and creating a
team spirit that contributes to achieving desired goals (Jeung, 2011). In this case, this concept is achieved when
balancing physical needs and working conditions through successful employees’ engagement (Macey &
Schneider, 2008). Indeed, a given company’s success depends primarily on management, and they are the
decision-makers; the more aware and conscientious management is when dealing with employees, the greater
their success in achieving its goals. As for modern management, an improved thinking style that promotes
efficiency and effectiveness is required, and, here, the success of this type of management is measured by the
extent to which the company’s employees are interested in working (Sweem, 2009).

As a pioneer in job engagement literature, Kahn (1990) suggested three dimensions of job engagement based on
previous studies, these being physical engagement, emotional engagement, and cognitive engagement. Hence,
we can see here that ‘engagement’ comprises emotional, cognitive, and behavioural components, meaning that
engaged employees are naturally invested in organisations through their body, mind, and soul. However, the
majority of the existing literature has addressed job engagement as one block, rather than in its three dimensions
(Deepa, 2020). Notably, physical engagement refers to the physical aspect of job engagement (i.e., the physical
energies exerted by employees to fulfil their tasks) (Kular, Gatenby, Rees, Soane, & Truss, 2008); or, in the other
words, it concerns the willingness of the employees to make extra efforts for the employer. Meanwhile,
emotional engagement involves having good relations with supervisors and co-workers and feeling empathy for
others (Abraham, 2012), whilst the cognitive dimension is seen as employees’ beliefs concerning the
organisation, and refers to the concentration of an individual’s intellectual and absorption focused towards
organisational outcomes (Rich, Lepine & Crawford ,2010; Kahn, 1990).

2.2 Employee Empowerment

Empowerment is a multifaceted idea that can be characterised by individual, hierarchical, and cultural/network
viewpoints (Peterson & Zimmerman, 2004; Perkins & Zimmerman, 1995). At the individual level, empowerment
encourages the accomplishment of a person’s persona; objectives through cooperation with others (Maton &
Salem, 1995; Perkins & Zimmerman, 1995). When it comes to the representative setting, empowerment is
defined as ‘a type of employee association activity and concentrated on task-based inclusion and attitudinal
change’ (Wilkinson, 1998).
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Khalili, Sameti & Sheybani (2016) indicate that empowerment can be defined as an administrative method by
which managers and other organising members participate in influencing decision-making (i.e., the
decision-making cooperation). This definition is consistent with the definition given by Baird & Wang (2010, p.
577), who define employee empowerment as ‘the delegation of power and responsibility from higher levels in
the organisational hierarchy to lower level employees, especially the power to make decisions’. Meanwhile,
Thamizhmanii & Hasan (2010) states that employee empowerment concerns allowing employees the opportunity
to have responsibility in decision-making. As can be seen from the above, empowerment is a well-established
term and was established more than three decades ago. Extant literature additionally points out that there are two
types of employee empowerment: structural empowerment and psychological empowerment (Mathieu, Gilson &
Ruddy, 2006).

Structural empowerment is defined as ‘a set of activities and practices carried out by management that give
power, control, and authority to their subordinates, giving them access to information, resources, support, and
opportunities to learn and develop’ (Chen & Chen, 2008), whilst psychological empowerment has been defined
as ‘the increase in intrinsic motivation in the performance of the function, based on four concepts: the meaning
of the task, competence, self-determination, and impact’ (Thomas & Velthouse, 1990). This latter type of
empowerment guides the approach of the individual towards the performance of his function, and, on this note, it
should be stressed that psychological empowerment is not a characteristic of personality; rather, it is a defined
set of cognitions based on a certain context of work (Spreitzer, 1995).

3. Research Question and Hypotheses

This study is expected to contribute to the literature, particularly that concerning the Jordanian context; after all,
there is an urgent need for more research to be conducted within this country (Al Hawamdeh & Al-edenat, 2019).
Notably, ASEZA is an independent institution that handles the development and management of the Agaba
Special Economic Zone and provides integrated services to investors and registered companies that have a high
number of employees (Karasneh & Al-Momani, 2020). Hence, within this study, it was important to measure the
impact of employees’ empowerment on job engagement with its dimensions, since it is clearly highly important
for this organisation to create a model for its proper management to meet the highest level of job engagement, in
turn resulting in high productivity and efficiency and ultimately impacting their growth and development.
Considering the importance of employees’ job engagement in the Jordanian organisations (e.g., ASEZA) and its
impact in motivating employees and increasing their loyalty towards the business, the researchers constantly kept
in mind the growing importance of the concept of the organisation’s employees empowerment and the
importance of their ownership in obtaining job engagement.

The study problem can be surmised using the following main question:

RQ1: What is the impact of Employee Empowerment (i.e., structural and psychological empowerment) on job
engagement (i.e., physical engagement, emotional engagement, and cognitive engagement) in ASEZA?

This can be broken down into the following sub-questions:

What is the impact of employee empowerment (i.e., structural and psychological empowerment) on physical
engagement in ASEZA?

What is the impact of employee empowerment (i.e., structural and psychological empowerment) on emotional
engagement in ASEZA?

What is the impact of employee empowerment (i.e., structural and psychological empowerment) on cognitive
engagement in ASEZA?

To achieve the study objective and to reach its specific goals in determining the effect of the independent
variable on the dependent variable, we developed study hypotheses based on the study problem and its questions.

Our main hypothesis is that there is no statistically significant impact of employee empowerment (i.e., structural
and psychological empowerment) on job engagement (i.e., physical engagement, emotional engagement, and
cognitive engagement) at the level of 0<0.05.

This main hypothesis is further partitioned into six hypotheses:

HO0.1: There is no statistically significant impact of structural empowerment on physical engagement at the level
of 0<0.05.

HO0.2: There is no statistically significant impact of psychological empowerment on physical engagement at the
level of 0<0.05.
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HO0.3: There is no statistically significant impact of structural empowerment on emotional engagement at the
level of 0<0.05.

HO0.4: There is no statistically significant impact of psychological empowerment on emotional engagement at the
level of 0<0.05.

HO0.5: There is no statistically significant impact of structural empowerment on cognitive engagement at the level
of 0<0.05

HO0.6: There is no statistically significant impact of psychological empowerment on cognitive engagement at the
level of 0<0.05.

4. The Study Model

Figure (1) illustrates the model adopted in this study. The independent variables’—both structural empowerment
and psychological empowerment—influence on the dependent variable, job engagement (i.e., physical
engagement, emotional engagement, and cognitive engagement) is depicted below.

Employee Empowerment Job Engagement

HO.1

Physical Engagement

\ 4

» 4

Structural Empowerment

~p. | Emotional Engagement
d

Psychological Empowerment Cognitive Engagement

Y\ //

HOG ™

Figure 1. The Study Model

The Model Source: Prepared by the researchers to cover study variables based on the study of each. Laschinger,,
Finegan, Shamian, & Wilk, (2001), Rich et al., (2010), Spreitzer (1995).

5. Methodology
5.1 Study Design

The deductive measure was used as a general approach, and, more specifically, the quantitative method of a
questionnaire was used for gathering data from the sample population. Further, the program used for measuring
the data was the Statistical Package for Social Science (Version 26).

5.2 Questionnaire Design

The data was obtained via the development of a special questionnaire for the subject of this study. By referring to
the previous studies in this field included in the table with the aim of covering all aspects addressed by the
theoretical framework, questions, and hypotheses on which the study was based, Table 1 demonstrates the
distribution of the paragraphs of each element separately and their number, as shown in the questionnaire.
Moreover, the responses of the study sample were distributed according to the Likert Quintile Scale, which
indicates the extent of the respondent’s agreement with the questionnaire paragraphs (i.e., ‘strongly agree’ =5,
‘agree’ = 4, ‘neutral’ = 3, ‘disagree = 2, and ‘strongly disagree’ = 1).
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Table 1. The Source of Measurement Items

Variable Items Reference
Structural Empowerment 19 Laschinger et al., (2001)
Psychological Empowerment 12 Spreitzer (1995)
Physical Engagement 6 Rich et al., (2010)
Emotional Engagement 6 Rich et al., (2010)
Cognitive Engagement 6 Rich et al., (2010)

5.3 Data Collection Procedures

Google Forms was used to collect data from a sample of employees (both men and women and spanning from
ASEZA). The sample type was purposive, and it comprised a high number of employees (roughly 2,047) based
in the human resource department in ASEZA. The sample consisted of 300 employees from four various jobs . A
total of 293 questionnaires retrieved and 7 excluded due to their being invalid for statistical analysis. This
yielded a total of 286 accepted questionnaires, or 95.3% of the total questionnaires provided, as can be seen in
Table 2.

Table 2. Profiles of Respondents

Variable Level / Category Number Percentage %
Gender Male 214 74.8%
Female 72 25.2%
Age Under 30 years 1 0.3%
30- 39 years 47 16.4%
40-49 years 157 54.9%
50 years or more 81 28.3%
Education Diploma or below 42 14.7%
Bachelor 181 63.3%
Master’s degree 55 19.2%
PhD degree 8 2.8%
Job Position Accountant 21 7.3%
Programmer 11 3.8%
Frontline employee 146 51.0%
Specialist 108 37.8%
Years of Experience Less than 5 4 1.4%
5- less10 33 11.5%
10- less 15 69 24.1%
15 years or more 180 62.9%
Total of accepted questionnaires from participants 286 100%

5.4 Reliability and Normality

The Cronbach's Alpha was used for internal consistency so as to ensure that the questionnaire was valid as a data
collection tool for the current study, its coefficient notably being used to measure the level of internal
consistency of the resolution of the paragraphs. This can be seen in Table 3.

Reliability was tested using the Cronbach-Alpha coefficient to determine the degree of consistency and internal
stability in the scale used to measure the variables of the hypotheses. According to Hair, Black, Babi, Anderson
& Tatham (2014), if the Cronbach-Alpha coefficient is more than 60%, then the analysis and interpretation of the
data is reliable.

Table 3. Internal consistency coefficients (Cronbach Alpha)

Variables Stability Coefficient
Structural Empowerment .826
Psychological Empowerment .908
Physical Engagement .820
Emotional Engagement .899
Cognitive Engagement .859

As can be seen in Table 3, the security coefficients of the variables were higher than 60%, which shows internal
consistency between the paragraphs. Further, 94.8%, which is higher than 60%, also indicates inside consistency
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amongst all the passages, which affirms the legitimacy of the survey in theory tested (Sekaran & Bougie,
2016). As can be seen in Table 4, the dependent variable (as well as all its dimensions) follow the normal
distribution, since the values of Kolmogorf-Smirnov Z (0.056, 0.074) are less than 1.96. Further, the significant
Sig for each of them was less than 0.05, which shows the distribution for the questions was normal.

Table 4. Normal Distribution of Data

Normal Distribution of Data Employee Job Engagement
Empowerment
N 286 286
Normal Parameters Mean 3.4734 3.4910
Std. Deviation .62385 .64138
Test Statistic .056 074
Asymp. Sig. (2-tailed) .000° .001°

6. Analysis and Results
6.1 Level of Employee Empowerment and Job Engagement at ASEZA

Table 5 shows the mathematical averages of respondents’ answers to the employee empowerment questionnaire.
The first variable is structural empowerment, which boasted an average of 3.66 and a medium rating. Finally,
psychological empowerment had an average of 3.28 and a medium rating. This indicates that the level of
employee empowerment’s dimensions’ implementation was medium amongst the surveyed ASEZA employees.

Table 5. The arithmetical averages and standard deviations of Independent variables (Employee Empowerment

Variables Mean Standard Deviation
Structural Empowerment 3.6622 .60585
Psychological Empowerment 3.2846 .91336
Total 3.4734 Medium

Table 6 shows the mathematical averages of the respondents’ answers to the survey. The first variable is
cognitive engagement with an average of 3.63 and a medium rating, the second being physical engagement, with
an average of 3.56 and a medium rating. Finally, emotional engagement has an average of 3.28 and a medium
rating. It indicates that the level of job engagement dimensions was medium amongst surveyed ASEZA’s
employees.

Table 6. The arithmetical averages and standard deviations of Independent variables (Job Engagement)

Variables Mean Standard Deviation
Physical Engagement 3.5586 .69005
Emotional Engagement 3.2839 .80295
Cognitive Engagement 3.6307 .69977
Total 3.4910 medium

6.2 Hypothesis Testing
6.2.1 Testing the First and second Hypothesis

Our first hypothesis is that there is no statistically significant impact of structural empowerment on physical
engagement at the level of a<0.05, whilst our second is that there is no statistically significant impact of
psychological empowerment on physical engagement at the level of a<0.05.

Notably, a multiple regression test was conducted in order to investigate the impact of employee empowerment
(i.e., structural empowerment and psychological empowerment) on physical engagement, as shown in the
following tables.

Table 7. (Model Summary)

Model R R= Adjusted R Square Std. Error of the Estimate
1 652 425 421 .52527
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Table 7 indicates that the value of the correlation coefficient of employee empowerment and the variable (i.e.,
physical engagement) was 65.2%, whilst the value of the coefficient of determination (R=fis 0.425. Hence, 42.5%
of the total variance is detailed in the model, whilst the rest is explained by other factors (Hair et al., 2014).

Table 8. Analysis of variance (ANOVA)

Model Sum of df Mean Square F Sig.
Squares
1 Regression 57.623 2 28.812 104.422 .000P
Residual 78.083 283 276
Total 135.707 285

Table 8 indicates that the value of F is 104.422, as well as that the statistical significance level is (0.00) and is
thus less than (0.05).

Table 9. Table of Coefficient

Element B Std. Error Beta T Sig.
(Constant) 1.456 191 7.608 .000
Structural Empowerment .240 .068 211 3.515 .001
Psychological Empowerment 372 .045 493 8.207 .000

Table 9 shows the results of the coefficients measuring the impact of employee empowerment on physical
engagement, and indicates that the calculated t values for structural empowerment and psychological
empowerment were 3.515 and 8.207 respectively. Further, the level of significance of t sig was 0.001, 0.00. The
table additionally shows there to be a statistically significant impact at (0<0.05) of structural empowerment and
psychological empowerment on physical engagement.

Hence, with all of the above taken into account, the null hypotheses are rejected and the alternative hypotheses
accepted. There was a notable impact of employee empowerment (i.e., structural and psychological
empowerment) on physical engagement at a significant level (a0 < 0.05).

6.2.2 Testing the Third and Fourth Hypothesis

Our third hypothesis was that there is no statistically significant impact of structural empowerment on emotional
engagement at the level of a<0.05, whilst our fourth was that there is no statistically significant impact of
psychological empowerment on emotional engagement at the level of 0<0.05.

In order to investigate the impact of employee empowerment (i.e., structural and psychological empowerment on
emotional engagement, the multiple regression test was employed (as can be seen in the following tables).

Table 10. (Model Summary)

Model R R= Adjusted R Square Std. Error of the Estimate
1 T70° 593 .590 .51409

As can be seen in Table 10, the value of the coefficient of employee empowerment and the variable (i.e.,
emotional engagement) was 77.0%, whilst the value of the coefficient of determination (R=fis 0.593. Hence,
59.3% of the total variance is explained by the model, the remainder being explained by other factors (Hair et al.,
2014).

Table 11. Analysis of variance (ANOVA)

Model Sum of df Mean Square F Sig.
Squares
1 Regression 108.953 2 54.477 206.127 .000°
Residual 74.793 283 .264
Total 183.746 285
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As can be seen in Table 11, the value of F is 206.127 and the statistical significance level is 0.00 (and is thus less
than 0.05); hence, the null hypothesis is rejected and the alternative hypothesis accepted. Further, there was an
observed impact of employee empowerment (i.e., structural and psychological empowerment) on emotional
engagement at a significant level (a0 < 0.05).

Table 12. Table of Coefficient

Element B Std. Error Beta T Sig.
(Constant) .813 .187 4.340 .000
Structural Empowerment 115 .067 .087 1.718 .087
Psychological Empowerment .624 .044 710 14.059 .000

Table 12 details the results of the coefficients for the impact of employee empowerment on emotional
engagement, as well as the calculated t values for structural and psychological empowerment (i.e., 1.718 and
14.059 respectively). The level of significance of t sig was notably 0.087, 0.00.

Hence, the alternative hypothesis (HO.3) is accepted, meaning there is no significant impact of structural
empowerment on emotional engagement at the level of 0<0.05; meanwhile, the null hypothesis (H0.4) is rejected.

The acceptance of the former hypothesis suggests there to be an impact by psychological empowerment on
emotional engagement at a significant level (o < 0.05).

6.2.3 Testing the Fifth and Sixth Hypothesis

Our fifth hypothesis stated there to be no statistically significant impact of structural empowerment on cognitive
engagement at the level of a<0.05, whilst our sixth hypothesis stated there was no statistically significant impact
of psychological empowerment on cognitive engagement at the level of a<0.05

Notably, in order to investigate the impact of employee empowerment (i.e., structural and psychological
empowerment) on cognitive engagement, the multiple regression test was used, as can be seen below.

Table 13. (Model Summary)

Model R R= Adjusted R Square Std. Error of the Estimate
1 .480° .230 .225 .61613

Table 13 indicates the value of the coefficient of employee empowerment and the variable cognitive engagement
to be 48.0%, whilst the value of the coefficient of determination (R is 0.230. Hence, 23.0% of the total variance
is explained by the model, the rest being explained by other factors.

Table 14. Analysis of variance (ANOVA)

Model Sum of df Mean Square F Sig.
Squares
1 Regression 32.019 2 16.009 42.173 .000°
Residual 107.050 283 .380
Total 139.069 285

Table 14 the value of F to be 42.173 and the statistical significance level to be 0.00 (and thus less than 0.05).

Table 15. Table of Coefficient

Element B Std. Error Beta T Sig.
(Constant) 1.937 .225 8.620 .000
Structural Empowerment .252 .081 218 3.126 .002
Psychological Empowerment 234 .054 .306 4.379 .000

Table 15 shows the results of the coefficients in terms of employee empowerment’s impact on cognitive
engagement. The table shows the calculated t values for structural and psychological empowerment to be 3.126
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and 4.379 respectively, whilst the level of significance of t sig was 0.002, 0.00. The table also shows that there
was a statistically significant impact at 0<0.05 in terms of structural and psychological empowerment on
cognitive engagement.

Hence, the null hypotheses are rejected and the alternative hypotheses accepted: there was an impact of
employee empowerment (i.e., structural and psychological empowerment) on cognitive engagement at a
significant level (o < 0.05).

7. Discussion

The results garnered indicated the mathematical averages of the respondents’ answers to the Employee
Empowerment survey. Here, the first variable was structural empowerment with an average of 3.66 and a
medium rating, whilst psychological empowerment boasted an average of 3.28 and a medium rating. This
indicates that the level of application of Employee Empowerment dimensions was medium amongst the
surveyed ASEZA organisations.

Further to this, the result showed the mathematical averages of the respondents’ answers to Job Engagement to
be 3.63 and a medium rating and 3.56 and a medium rating for cognitive engagement and physical engagement
respectively. Finally, emotional engagement had an average of 3.28 and a medium rating, which indicates that
the level of job engagement dimensions is medium amongst the surveyed ASEZA organisations.

The results garnered here led to the rejection of the first and second hypotheses, whilst the alternative hypotheses
were accepted. Thus, there an impact of employee empowerment (i.e., structural and psychological
empowerment could be found on physical engagement.

Furthermore, the findings of this research are consistent with the current literature, which has linked the
empowerment of employees with their job engagement (e.g., Sharma & Singh, 2018; Jose & Mampilly, 2014;
Albrecht & Andreetta, 2011). Moreover, this study is considered to be one of the first empirical studies
investigating the impact of the two kinds of employee empowerment on the three job engagement dimensions.

Moreover, the findings garnered from this study are congruent with the conclusion that meaningful work and
psychological meaningfulness highly influence employee engagement (Malik, Nawab, Naeem & Danish, 2010;
Kahn, 1990), which links job resources, support, and feedback to organisational outcomes through engagement
(Schaufeli & Bakker, 2004).

The analysis of the third hypothesis reveals there to be no statistical impact of structural empowerment on
emotional engagement, which is not consistent with previous studies’ results (e.g., Amor, Vazquez & Faifia, 2020;
Laschinger, Wilk, Cho & Greco, 2009), which suggest structural empowerment to be a significant predictor of
job engagement. However, analysis of the fourth hypothesis indicates there to be a statistically significant impact
of psychological empowerment on emotional engagement—a finding that provides additional support for recent
studies that have suggested psychological empowerment as a motivational factor for job engagement (Joo, Bozer,
& Ready, 2019).

Finally, the result of the fifth and sixth hypotheses show there to be a statistically significant impact of structural
empowerment and psychological empowerment on cognitive engagement, as is consistent with the study of
Greco, Laschinger, & Wong (2006), which concludes that when an employee receives a high level of
empowerment, this leads to increased job engagement.

8. Implications and Recommendations

This study contributes to the literature of human resources management by showing the impact of employee
empowerment on job engagement in developing countries (e.g., Jordan); further, this study provides a set of
managerial implications for achieving a better understanding of the influential factors that support job
engagement. The empirical evidence of this research reveals that in ASEZA, employee empowerment and job
engagement impact several dimensions within the workplace, including structural empowerment; this can be
explained by the fact that there are many departments and heads of departments who are looking to be promoted
and connect their engagement with the structural empowerment via promotion. Moreover, the employees in this
organisation require a lot of care psychologically, as per the results, since structural empowerment is massively
influential in motivating them and, in turn, increasing their job engagement.

This research provides several recommendations for the current study, according to the results of the study. One
recommendation of the current research is to increase the application of the study variables, as well as to
prioritise identifying employee empowerment and the necessity of its application in the work processes to
improve employees’ job engagement. Based on the first and second result of descriptive statistics, this research
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also recommends maintaining the current level of employee empowerment by maintaining incentives and
improving them whenever possible; this can also be done by seeking out more compensation processes to reach a
higher level of engagement and loyalty amongst employees. Further, based on the second result of descriptive
statistics, this study stresses the importance of implementing employee empowerment that increases the
organisation’s ability to achieve the appropriate strategy by knowing how to motivate their
employees—especially leaders from senior and middle managers—to be more flexible in facing environmental
challenges. Further, on the grounds of the sixth and eighth hypothesis results, it is advised that organisations’
management should increase the communications between their employees in different levels to ensure each
employee possesses enough information required to do his job properly, in turn increasing the likelihood of
strong job engagement. Based on all of the results collectively, this study recommends the organisations’
management to ensure the independence of their employees and provide them with the autonomy to involve at
work and take decisions related to their responsibilities.

9. Limitations and Future Research

Through descriptive analysis and the emergence of a mean application of these variables (and on the grounds of
previous studies with a similar result), we conclude that more studies should be conducted within organisations
possessing a sample size larger than this study. In addition, expanding the level of employee engagement will
enrich future studies and obtain accurate results on the impact of employee empowerment on employee
engagement. This study thus concludes there to be a strong need to initiate further research involving various
levels of employees in organisations distributed in many cities throughout Jordan. Further, this study also
recommends focus being paid to empowering employees and its relationship with job engagement within more
dimensions (e.g., loyalty; commitment), since it is important to ensure job engagement in each employee.

Whilst this research offers novel contributions to the understanding of the impact of employee empowerment on
job engagement, it is still subject to some limitations—mainly concerning the generalisability of the results. This
study was conducted in Jordan (a rich developing country), and, more specifically, in the ASEZA, and, whilst
this context may undermine the generalisability of this research, it allowed for the controlling of cultural and
industrial differences in the analysis. Therefore, conducting future research in other service organisations or
public organisations in Jordan (or other countries) may lead to a more comprehensive understanding of the
impact of employee empowerment on job engagement. Further, the study was prepared in light of the emerging
Coronavirus pandemic, and so the data was collected during the spread of this pandemic. Therefore, it was not
possible to add more participants, especially during lockdown periods—the factor that ultimately led us to the
employment of one method of data collection (i.e., online questionnaires).
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Abstract

The main aim of this study is to examine the effectiveness of performance management system of teachers in the
Saudi Ministry of Education.The study also explores whether the performance management system provides all
the information needed to reflect teachers’ efficiency and productivity. The current research aims to identify the
shortcomings of the performance management system for teachers in order to determine how teaching quality
may be developed and improved. This is accomplished through a self-administered questionnaire survey of
teachers, designed to measure teachers’ opinions of the performance management system. A total number of
teachers completed the survey was 502. Statistical Package for Social Science (SPSS) was used to analysis the
data. The findings of the study demonstrate that teachers’ perceptions regarding their performance management
system are generally oriented towards dissatisfaction. The results show that this dissatisfaction arises from the
problems relating to the performance management process itself. Additionally, the performance management
system for Saudi teachers does not capture the necessary information for managers to make informed decisions
and policies in relation to the teachers. Moreover, many performance management system-related problems such
lack of training of head teachers for conducting performance management system along with teachers’ beliefs
about bias errors existing in performance management system caused teachers’ dissatisfaction. Therefore, this
study has proposed recommendations to overcome the shortcomings of the existing system and to enhance
teachers’ satisfaction with their performance management system.

Keywords: performance management, performance appraisal, ministry of education
1. Introduction

Educational institutions, including schools around the world, face major challenges in providing quality
education (Darling-Hammond et al., 2009). Teachers’ performance is therefore considered an important factor
that demands much attention. Teachers play significant, valuable roles in educating the youth in society. Teachers
are also responsible for imparting knowledge to children during the formative years of the children’s
development, and teachers have an extraordinary influence on shaping the minds of future adult members of
society. According to the Organisation for Economic Cooperation and Development (OECD, 2005): “Teacher
quality is the single most important school variable influencing student achievement” (p. 26). The teaching
profession is highly important; hence, educational development programs should be designed to enable teachers
to work comfortably (i.e., with more freedom, authority and respect). One of the most crucial factors that may
improve teachers’ performance is an effective performance management system, as this system is capable of
influencing teachers’ behaviour and improving school performance. It also enhances the quality of education and
may enable teachers to improve their potential. Such claims are supported by Machingambi (2013, p. 218):

A popular justification for focusing on the management of the performance and professional development
of teachers is that teaching quality is regarded as the largest in-school factor that affects student learning.
Therefore, managing teachers’ performance is critical as it helps them continuously improve their skills,
which in turn impact positively on student achievements.

Tomlinson (2000) views performance management as a tool that helps the continuous improvement of teachers’
performance, along with the development of competence and realisation of potential, noting that performance
management is about setting expectations and plans and helping teachers to work as professionals. Gentle (2001)
argues that performance management should permeate the school environment on a daily basis and should not be
seen as a simple one-off event of filing out an annual performance form. Furthermore, Gentle (2001) added that
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performance management should be used to help individuals understand what their organisation is trying to
achieve and how this can be accomplished. Performance management is a means of managing individuals to
ensure that organisational objectives are met through appropriate tasks, so in schools performance management
can be described as a mechanism to improve and develop teaching and learning. A well-designed teacher
performance management system enables school management to evaluate teachers’ performance, identify and
encourage good performance, recognise areas for development and improve teachers’ overall performance
(Tomlinson, 2000).

This study attempts to fill the gaps in the literature about performance management system in the context of the
Saudi Ministry of Education, in order to develop the Saudi educational system in general and teachers’
performance in particular. Further, the study aims to evaluate the effectiveness of the current perormance
management system in reflecting the actual performance of Saudi teachers. Based on this, the study explores
whether the performance management system provides all the information needed to reflect teachers’ efficiency
and productivity. In addition, the study analyses the ability of management departments within the Saudi
Ministry of Education to make administrative decisions based on performance management outcomes that may
affect teachers’ careers, and it examines the HR polices that are based on performance management results. The
current research aims to identify the shortcomings of the performance management system for teachers in order
to determine how teaching quality may be developed and improved. Finally, the study aims to suggest an
enhanced system for conducting an effective and efficient performance management system.

The study attempts to answer the following research questions:
RQ.1: To what extent does the current teachers’ PMS in the Ministry of Education achieve its objectives?

RQ.2: Does the PMS capture the necessary information for management to make informed decisions and
policies about the teachers?

RQ.3: What challenges and problems related to the PMS do Saudi teachers face?
2. Literature Review

Although educational organisations are different from other organisations in terms of their activities, the
management structures do not differ much. Thus, educational institutions face the same administrative issues as
other organisations, including the issues related to performance management systems; therefore, most
educational planners and policymakers have made performance management of teachers a tool for their
professional development in order to raise the quality of education. A performance management system is
capable of influencing teachers’ behaviour and improving school performance. It also enhances the quality of
education, which, in turn, has a positive impact on student achievement (Machingambi, 2013). Teachers play
significant, valuable role in improving the quality of education. Therefore, teachers should be well-monitored,
and it must be ensured that they are well-trained so that they can deliver high-quality education. Thus,
performance management systems are used by many governments and education leaderships all over the world
to achieve this goal (Machingambi, 2013). According to Santiago et al. (2009); the major aims of performance
managemnt include assessing teachers’ performance, increasing the overall performance of the school,
improving teachers’ work-related potential as well as motivating teachers through professional development,
recognition and rewards.

According to Armstrong (2014) an effective performance management system should comprise several stages.
Firstly, indiviauals should know what is expected of them before they start their job, it is important to recognise
that evaluation characteristics should be developed from the organisation’s vision and matched with its goals,
and the performance management system should provide feedback for indiviauals and identify their strengths
and weaknesses. Performance management should include observing and monitoring employees’ performance
during the evaluation period, the collected information about employees’ performance should be recorded by
appraiser in order to use this information to measure actual employees’ performance. The results of performance
appraisal could also help with administrative decisions related to the employee as well as selections, pay
increases, training and development, promotions and transfers.

According to Bartol and Martin (1998) performance appraisal results can be either positive or negative. In the
case of positive results, management should promote the employee, increase their salary, offer financial and
non-financial rewards, or a mixture of these. In the case of unsatisfactory performance appraisal results,
management should take corrective action immediately, such as a systematic correction and development support
to provide assistance for poorly-performing employees. Corrective measures include training, retraining,
designing a performance improvement plan, re-setting clear performance standards and providing appropriate
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facilities in the work environment.

Performance management relies on the principle of management by agreement or participatory management rather
than management by leadership (Bezuidenhout, 2000). Organisations use a performance management system as an
important strategy for helping to manage the talents of their staff. This is particularly the case in organisations in
the educational sector. Under the performance management system, school leaders and teachers work together in
setting performance goals, reviewing performance, providing feedback and taking corrective actions. They also
place emphasis on developing and starting self-managed learning plans, thus integrating individual and
organisational goals (Robert, 2003; Aguinis, 2015).

In the school context, the aim of a performance management system is to identify the specific needs of teachers,
provide support for continuous growth, enhance accountability, monitor the overall effectiveness of the school and
appraise the performance of teachers (Santiago et al. 2009).

Literature on teacher performance (Gentle, 2001; Brower, 2005) shows that when teachers and school
management work together in performance management processes for career growth in school improvement
efforts, both teachers and school management tend to improve.

In this way, performance management is useful for teachers as it helps provide feedback for them, identify their
strengths and weaknesses and improve their skills by identifying their development and training needs in order to
improve the quality of teaching and learning (Shultz, 2006; Roberson& Stewart, 2006). According to Verspoor
(2004); Fryer et al, (2009) the success of the performance management system depends on certain factors. These
include the way the system is communicated to teachers and schools, the level of teachers’ training, the
awareness of the performance management system that teachers receive from heads of schools, the availability
of resources in schools and whether or not departments hold workshops on the performance management system.
The presence of such factors helps teachers understand the procedures and processes of the performance system.

Despite the perceived benefits, the implementation of performance management in education systems is
controversial. For example, performance management started in business and industry sectors where
performance can be linked to payment, some researchers and practitioners in the field of education believe such
a linkage is not suitable for the education environment. According to Murnane and Cohen (1986) linking
performance to payment is infeasible in this environment because it is not easy to monitor teacher performance.
Teachers often work as teams; therefore, linking their performance to payment could affect the teachers’
cooperation. Additionally, teaching has multidimensional objectives, and it is very difficult to identify individual
contributions to some of these objectives—for example, the realization of student potential.

Marsden (2000) study titled “New Economics of Performance” illustrated the effects of pay-related performance
on employee motivation and relationships in public service workplaces in the United Kingdom. The study found
that restraints exist regarding the use of these incentives, especially in public organisations. When the
management attempts to motivate employees to improve their performance on a large scale, this action can affect
the fairness of the performance management process. Additionally, such attempts may affect employees who
work hard but fail to receive a fair reward. Another study conducted by Dolton et al. (2003) supports the
Marsden et al. study, showing that most employees believe a pay-related performance system creates jealousy
and undermines employee morale. However, in some countries where teacher performance is linked to the
payment system, the difficulties related to performance management have been eliminated and the desired
performance results have been achieved. Empirical studies in other countries have proven that linking teacher
performance to the payment system can have a positive impact on education outcomes—for example, in England
(Atkinson et al., 2009), in India (Duflo et al., 2012; Kingdon & Teal, 2007; Muralidharan & Sundararaman,
2009), and with the school/group PRP programmes in Kenya (Glewwe et al.,, 2010). Therefore,
performance-related payment is an essential component of the performance management process and excluding
it may render performance management system ineffective.

Heystek et al. (2005) stated that the time factor is critical in performance management as the basic work of
teachers in schools is teaching students. Given the time and activities needed to carry out performance
management, teachers barely have enough time to participate in the evaluation process.

As one of the most crucial parts of performance management is the evaluation stage, dissatisfaction with
evaluations may lead to a decline in motivation and a sense of injustice. The lack of accurate results from the
evaluation process make it difficult to link performance to administrative decisions such as promotions, rewards,
training and development (Lawler, 1967). The absence of essential elements of evaluations may lead to
resistance by teachers to such systems (Sergiovan & Starrat, 1993). Appraisal systems are designed in order to
motivate employees and direct their efforts towards achieving goals. If they are not accurate, there will be no
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satisfaction on the part of the staff, who will not support their implementation; therefore, they will not succeed in
the end (Bartol and Martin, 1998). Robins (2007) stated that in measuring performance, evaluators should know
that they are trying to evaluate invisible and subjective aspects, a process that needs special attention,
particularly in the school context. However, when teacher performance management system is applied as it
should be, and the difficulties related to performance management are eliminated, the desired performance
results can be achieved.

3. Theoretical Perspective

For the purposes of this research, three theories have been selected in order to explore their applicability to
performance management: goal-setting theory, expectancy theory and procedural justice theory.

3.1 Goal-setting Theory (Latham and Locke, 1979)

The influence of goal-setting on employees’ performance has been widely studied and found to be useful due to
its positive impacts on employees’ performance in different work situations (Locke et al., 1984). Locke and
Latham (2002) found that the difficulty and specificity of goals have a great influence on employees’
performance as difficult and specific goals improve employees’ performance compared to inscrutable and
mysterious ones. Goal-setting theory discusses certain mechanisms that link specific and difficult goals to
employees’ performance results. Goals lead to a focus on priorities and motivate the efforts of individuals.
Difficult and specific goals lead to continuous employees’ performance of tasks. Such goals challenge people to
use their knowledge and talents to increase their chances of success. The literature review indicates that there is a
positive relationship between setting clear, measurable goals and employees’ performance. More than 90% of
experimental studies have shown the positive impact of goal-setting on employee performance (Locke & Latham,
1990). The reason that setting goals has a positive impact on employees’ performance is that the goals that are set
affect the levels of effort and persistence. Furthermore, they increase a person’s focus on what is to be achieved
so that tasks are less likely to be put off until later (Latham et al., 2008).

3.2 Expectancy Theory (Vroom, 1964)

Expectancy theory is a theory of motivation first suggested by Victor Vroom in 1964. In the study of
organisational behaviour, expectancy theory states that people usually have different sets of goals and can be
motivated if they have certain expectations. This theory revolves around choice and explains the processes by
which an individual subject makes choices. According to VVroom, motivation should be equal to the amount of
effort expended in specific task situations. Choices are based on two phases of expectation (effort leads to
performance, and performance leads to a specific outcome/reward). First, motivation is influenced by people’s
expectations and the level of effort that will achieve the intended performance goal. Motivation is also affected
by the employee’s perceived opportunities to obtain different results by achieving the performance goal.
Individuals are motivated to the extent that they appreciate the results (i.e., rewards) obtained. According to
Lehman and Geller (2004) states that reward for performance enhances the effort of individuals and thus
improves performance. Expectancy theory is generally supported by empirical evidence (Tien, 2000;
Vansteenkiste et al., 2005), and it is one of the most commonly used theories of motivation in the workplace.

3.3 Procedural Justice Theory (Thibaut and Walker, 1975)

The theory of procedural justice focuses on the perceived fairness of the procedures used in making decisions
regarding the distribution of results. These procedural decisions relate to how to assess performance levels, how
to address grievances and disagreements, as well as how to distribute results to employees. In the theory of
procedural justice, individuals’ perceptions are essential as their reactions to procedures depend on how they
perceive these procedures rather than what these procedures actually are (George & Jones, 1999). This theory
suggests that individuals will be more motivated to perform when the procedures used to make decisions on the
distribution of rewards are fair and when their performance evaluation is accurate. If their performance is not
accurately assessed due to personal feelings that affect the evaluation or because the evaluator is not well-versed
regarding the employee’s contribution to the work, the motivation will, consequently, be reduced, as will
individuals’ performance. This theory seeks to discover the reasons why individuals view procedures as fair or
unfair and the consequences of these perceptions.

The three main theories of goal-setting, expectancy and procedural justice underlie the concept of the
performance management system. These three theories are strongly related to motivational aspects of the
individual, which, in turn, are related to perceived increases in individuals’ performance management satisfaction
and, finally, the effectiveness of the performance management process.
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4. Methodology

This research follows a quantitative approach to achieve the research aims. This is achieved by measuring
participants’ perceptions of the identified research questions. Primary data was collected using a questionnaire,
the study explores participants’ opinions and evaluates the perceptions of Saudi public schoolteachers in relation
to performance management system issues. This makes it possible to achieve the aims and objectives of the study.
Thus, a questionnaire was developed to gather primary data related to the topic. The five-point Likert scale was
used to check the respondents’ beliefs and opinions about their acceptance of and satisfaction with the
performance management system. Statistical methods were used to analyse the collected data. This study was
carried out using data from male and female teachers from all Saudi regions. In this study, the target population
was quite large, consisting of all the teachers in Saudi Arabian public schools in all districts. The number of
Saudi teachers, both male and female, account for 518,726. Although there are no clear guidelines regarding the
exact sample size, some studies (e.g. Comrey & Lee, 1992; Tabachnick & Fidell, 2001) have indicated that a size
of 1,000 is supposed to be excellent, 500 is very good, and 300 is comfortable. Taking into consideration this
advice, 502 responses were collected, considered a good sample size for effective data analysis. In this study, a
web-based survey was used to collect data due to the ease of reaching the largest number of teachers, the survey
was sent to various groups of Saudi teachers via email and social media, such as WhatsApp, Facebook Twitter.
The quantitative research method is used to shed light on the nature of the performance management system
practices existing in the Saudi Ministry of Education and their effectiveness. In particular, the quantitative
research approach facilitates the investigation into and measurement of teachers’ views on the performance
management system process and the extent to which the process influences teachers’ job satisfaction.

5. Data Analysis Procedure

Version 22.0 of the Statistical Package for Social Sciences (SPSS) was employed to analyse the quantitative data
obtained from the survey questionnaire. According to Zikmund (2003), a vast number of researchers use
statistical packages for various academic purposes, including in social science and business studies. In this study,
a variety of statistical techniques were utilised for the primary data collected through the questionnaires. The
statistical techniques involved both descriptive and analytical methods. After coding, the raw data were entered
into SPSS, which enabled the data to be presented in statistical tables so as to help the reader observe the pattern
of the analysed data. After cleaning and checking the data, it was appropriate to conduct a descriptive analysis to
get a better understanding of the sample. SPSS was preformed to carry out the descriptive analysis to examine
percentages, mean values and standard deviations.

6. Results

This section provides an analysis of the quantitative data collected from teachers working for the Saudi Ministry of
Education and linked with the literature according to the following categories: perception of current performance
management process, the currant HR decisions related to performance appraisal results for teachers and problems
causing teachers’ dissatisfaction of performance management system.

6.1 The Currant State of Performance Management

The first section of the questionnaire aims to investigate the stages of the current performance management
system process for Saudi teachers according to the participants’ perceptions. To examine this process, the three
components that are analysed in this section are as follows:

6.1.1 Strategic Planing and Goal Setting

The statements were meant to provide an overview about the strategic planning and goal setting in Saudi Ministry
of Education for Saudi public schools, see tablel.1 for detailed information about the responses. The results
indicate that most respondents had similar opinions about the statements in the questionnaire which suggested their
level of dissatisfaction with the strategic planing and goal setting.
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Table 1-1. the responses of Likert-item scale for the strategic planning and goal setting stage

Questions Items Mean SD Percentage
1 2 3 4 5
Vision and mission statement are clear, and direct teachers to  2.41 1.29 30.3 30.9 14.7 15.3 8.8
achieve Ministry’s strategic objectives.

Teachers are involved in goals and objectives setting. 2.36 1.28 311 325 14.7 12.7 9.0

Teachers are involved during the development of performance 2.23 1.15 30.1 394 12.7 12.7 5.0
management system.

Performance management system gives teachers clear way to  2.29 1.30 36.1 28.7 14.5 12.0 8.8
achieve Ministry’s strategic objectives

Teachers consider performance objectives clear, specific and 2.44 1.22 25.3 35.7 15.9 16.3 6.8
measurable

Relevant performance expectations are set between teachers 2.51 1.28 25.1 35.3 125 18.1 9.0
and head teachers

6.1.2 On-going Feedback

This section focusses on the perceptions of teachers on on-going feedback that should be giving during the
evaluation period. For this reason, teachers were requested to rate three statements, in order to examine the
on-going feedback stage as shown in table 1.2. The results indicate that most respondents had similar opinions
about the statements in the questionnaire which suggested their level of dissatisfaction with the on-going
feedback.

Table 1-2. the responses of Likert-item scale for on-going feedback stage

Questions Items Mean  SD Percentage
1 2 3 4 5
Feedback is given on a periodic basis to help teachers work 2.33 1.22 28.7 38.2 11.8 14.3 7.0
upon improving performance.

The head teacher’s feedback is honest and constructive 2.28 1.15 28.7 36.5 18.3 11.2 5.4

Head teachers clearly identify teachers’ weaknesses in order 2.50 1.27 255 33.9 14.5 17.3 8.8
to improve their performance.

6.1.3 Performance Appraisal Process
Table 1-3. the responses of Likert-item scale for the performance appraisal stage

Questions Items Mean  SD Percentage
1 2 3 4 5

Head teachers usually meet teachers in order to clarify
weaknesses and strengths in their performance 2.05 1.12 42.0 26.7 19.1 8.8 34

Teachers clearly understand how their performance is 257  1.28 20.7 38.8 14.9 133 122
measured

The assessment of performance follows a clear, balanced and  2.29 1.12 26.7 38.4 18.1 12.4 4.4
fair procedure

Performance is measured against the factors previously agreed 2.45 1.23 26.1 341 14.1 19.7 6.0
upon.

Performance appraisal is conducted more than once a year 1.79 941 444 40.8 8.6 3.2 3.0

The evaluation tool for Saudi teachers contains clear and 2.49 1.36 29.1 31.9 13.1 12.9 12.9
well-defined criteria

Head teachers are not well prepared and trained to conduct the 2.19 121 35.3 355 116 114 6.4
PA process
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In order to investigate the respondents’ preceptions towards the presence of a set of issues related to performance
appraisal stage. When the teachers were asked whether they agreed or disagreed with the below statements
regarding their perceptions of performance appraisal process, the summary of responses among teachers is
shown in Table 1.3. The results indicate that most respondents had similar opinions about the statements in the
questionnaire which suggested their level of dissatisfaction with the performance appraisal procss.

6.2 The Currant HR Decisions Related to PA Results for Teachers

This section aimed to examine the overall results of HR decisions (rewards and recognition decisions,
improvement and development decisions, , terminations and transfer decisions) as shown in Table 1.4. When the
teachers were asked whether they agreed or disagreed with the above statements regarding their perceptions of
performance appraisal process. The results indicate that most respondents had similar opinions about the
statements in the questionnaire which suggested their level of dissatisfaction with the HR dececions.

Table 1-4. the responses of Likert-item scale for the current HR decisions

Questions Items Mean SD Percentage
1 2 3 4 5

Performance management system establishes a clear 2.36 1.29 31.2 32.6 13.9 12.7 9.3
connection between performance and reward.

The Ministry effectively provides adequate development  2.23 1.16 30.0 39.6 12.1 13.1 5.0
opportunities for teachers

Management takes corrective measures such as
systematic remedial or development support to help  2.33 1.33 36.8 29.0 12.7 11.9 9.1
underperforming teachers.

Unsatisfactory teaching performance may lead to a 2.29 1.33 36.8 29.2 11.9 12.3 9.3
termination decision.

Teachers could be transferred to administrative positions
based on their unsatisfactory performance evaluations 2.44 1.23 25.8 35.8 14.5 16.7 7.2

6.3 Problems Causing Teachers’ Dissatisfaction of Performance Management System

This section of the questionnaire aimed to address the organisational teachers’ dissatisfaction of performance
management system that may negatively affect the perfrormance management system in Saudi schools. The
summary of responses among teachers was as shown in Table 1.4. The results show that the majority of the
teachers have the same opinion on most of the statements. Therefore, it can be said, that these issues are believed
to clearly exist and might prevent the effectiveness of the teacher performance management system.

Table £iR! CREFEA HREFERMILF. -1. the responses of Likert-item scale for the problems related to
PMS

Items Mean SD Percentage
1 2 3 4 5)
There is a lack of awareness of some teachers about the 3.75 1.32 9.3 11.9 113 28.6 38.6

influence of the performance management process in terms
of developing their performance.

The constant surveillance caused by the performance 3.67 131 105 8.5 12.1 321 36.6
management process may result in teachers’ resistance to
the Performance Management system.

Teachers are not involved in setting performance criteria 3.77 126 87 9.5 12.3 34.7 34/7
that are used during the evaluation period.

There is poor communication between teachers and head 3.67 1.34 9.7 120 10.6 28.3 39.4
teachers.

There is control by school management over teachers’ 3.72 1.25 6.6 16.3 7.4 37.6 321
achievement of the objectives.
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There is a lack of observation of the Performance 3.77 1.34 11.0 9.2 114 28.9 39.6
management process by top management in the Saudi
Ministry of Education.

The social relations between teachers and head teachers may 3.73 1.31 9.2 116 124 28.5 38.4
affect the head teacher’s overall evaluation decision.

Head teachers are not well prepared and trained to conduct 4.13 1.16 5.1 6.2 12.0 23.6 53.1
the performance management process.

The head teacher rates teachers either too harshly or too 3.73 1.32 9.6 11.2 125 27.7 39.0
positively (based on the head teacher’ own standards) which
may influence the Performance management process.

7. Discussion

The findings of the study demonstrate that the perceptions of teachers regarding their performance management
system are most commonly oriented towards dissatisfaction. The results show that there are problems related to
the performance management process. Firistly, It is clear from the findings that there is a general trend among
the teachers examined to see a deficiency in the ability of performance management to clarify the Ministry’s
strategies and objectives. According to Armstrong (2014) without a coherent strategy and clear objectives, an
organisation will lack the focus necessary to achieve goals and develop plans that will move the organisation
forward. A lack of clear objectives means that the organisation does not have a clear vision for the future;
therefore, predetermined objectives will not be employed to develop long-term growth and productivity plans
that are essential for the sustained success of the organisation. This finding is supported by the theory of
goal-setting, which states that performance goals, objectives and expectations should be clear and understandable
so as to motivate employees; otherwise, employees have no clear view of what management expects them to
work towards (Locke & Latham, 2002). Locke and Latham (1990) argued that the reason setting goals and
objectives usually has a positive influence on performance is that specific and clear goals influence choice, effort
and persistence. In other words, clear goals and objectives increase employees’ focus on what is to be achieved
instead of putting it off to a later time.

In addtion, it might be possible to state that according to the above results of the respondents, some head teachers
did not give teachers feedback on a periodic basis to help teachers to improve their performance. Indeed, the
failure to give ongoing feedback defeats the purpose of the performance management process, leaving
employees frustrated and demotivated such that they do not take the evaluation seriously (Robert, 2003).
Roberson and Stewart (2006) stated that managers who provide honest and accurate feedback were considered
more procedurally and informationally fair.

Moreover, the analysis systematically demonstrates that the majority of respondents saw that some issues exist
related to the performance appraisal stage in the Saudi public schools. These issues were seen as preventing an
accurate performance appraisal from taking place within the schools. Thus, it is obvious from the findings that in
general, the majority of teachers surveyed were largely unsatisfied about the performance appraisal stage of the
current performance management. The appraisal process follows unclear, poorly balanced procedures that can
lead to inaccurate results. According to Lawler (1967) dissatisfaction with evaluations may lead to a decline in
motivation and a sense of injustice. The lack of accurate results from the evaluation process make it difficult to
link performance to administrative decisions such as promotions, rewards, training and development.

The performance management system for Saudi teachers was found not to capture the necessary information for
managers to make informed decisions and policies regarding the teachers; moreover, it can be concluded that
there is no link between performance management and the reward and recognition system. Additionally, the
findings revealed that teachers are not provided with the necessary training and development that they need in
order to improve their performance. It was further revealed that there is no strong relationship between poor
performance management results and taking necessary actions to address unsatisfactory performance as
management does not take corrective measures in order to help underperforming employees. It can be said that
performance managemnt system for Saudi teachers is used more for evaluation than as a tool to aid teacher
development. The findings show that the Ministry does not provide development opportunities or rewards to
teachers and that the evaluation report used does not address future decisions related to teachers. Consequently,
the performance management focuses on past actions more than on future improvement. Additionally, in terms of
dismissal and transfer decisions, most of the teachers surveyed believed that individuals are not terminated or
transferred based on poor performance results. Teaching in Saudi Arabia is considered a lifelong job; that is, no
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teacher can be dismissed or penalised for poor performance. According to Bartol and Martin (1998) Performance
appraisal results can be either positive or negative. In the case of positive results, management should promote
the employee, increase their salary, offer financial and non-financial rewards, or a mixture of these. In the case of
unsatisfactory performance appraisal results, management should take corrective action immediately, such as a
systematic correction and development support to provide assistance for poorly-performing employees.
Corrective measures include training, retraining, designing a performance improvement plan, re-setting clear
performance standards and providing appropriate facilities in the work environment. This finding is also
supported by the expectancy theory (Vroom, 1964), which states that rewards motivate employees to work
harder and thus improve performance as promotion and punishment guide human behaviour. Individual
performance improves when rewards are closely related to performance. According to Lehman and Geller (2004)
states that reward for performance enhances the effort of individuals and thus improves performance.

Furthermore, Furthermore, the findings indicated that some issues related to performance management are
believed to clearly exist. Forexample, from the teachers’ perspective, issues related to the fairness of evaluation
exist and might prevent their effective evaluation. According to the current study’s survey findings, most
teachers believed that many different kinds of bias can show up during the performance management process
that may lead to teachers’ resistance to such systems. Such problems might negatively impact the teachers’
development, growth, financial rewards and, ultimately, their annual evaluations. In such cases, the teachers feel
unfairly treated because the appraisal standards seem unfair and unreasonable. This might lead to despair,
mistrust, or hostility between teachers and head teachers during appraisals and to the system failing to
differentiate between teachers that perform well and those that perform poorly. In the theory of procedural justice,
individuals’ perceptions are essential as their reactions to procedures depend on how they perceive these
procedures rather than what these procedures actually are (George and Jones, 1999). This theory suggests that
individuals will be more motivated to perform when the procedures used to make decisions on the distribution of
rewards are fair and when their performance evaluation is accurate. If their performance is not accurately
assessed due to personal feelings that affect the evaluation or because the evaluator is not well-versed regarding
the employee’s contribution to the work, the motivation will, consequently, be reduced, as will individuals’
performance.

Additionally, the survey respondents saw teachers as not being involved in the evaluation process and as
marginalised by management in terms of the performance management process. Aguinis (2015) emphasised that
it is necessary to involve employees in the PM process because it gives them a sense of fairness and a feeling of
security regarding this process. Their involvement also increases the employees’ commitment to meeting
performance objectives. The findings of this study also show that the teachers were not adequately trained in
implementing the performance management system, leaving them with little understanding of the system and
related procedures. The results therefore show that head teachers did not have adequate skills to carry out the
performance management process, therefore, head teachers need to have advance training in order to conduct the
performance management process effectively and teachers need to be more aware of the benefits of the
performance mangement system. According to Fryer et al (2009) the failure to implement performance
management system is usually due to lack of the knowledge, skills, and training required by management and
employees. Managers may not be equipped with the skills and training needed to carry out performance planning,
supervision, evaluation, evaluation interviews and providing feedback. Employees themselves may lack training
on the importance of such systems in improving their performance, how to set objectives and how to prepare for
performance review meetings. The management should therefore be responsible for educating employees to
improve their attitude towards appraisal by emphasizing its benefits to them, such as developing their skills,
identifying their training needs and examining their suitability for pay rises or other rewards.

8. Conclusion

This study represents an attempt to fill the gaps in the literature regarding performance management systems in
the context of the Saudi Ministry of Education in order to develop the Saudi educational system in general and
teachers’ performance in particular. Further, its aim is to evaluate the effectiveness of the current performance
management system in reflecting the actual performance of Saudi teachers. There is a general dissatisfaction
with the performance management systems among teachers. The current performance management systems for
teachers is inadequate in accurately judging their performance and meeting their development requirements;
hence, the current performance management systems should be re-evaluated. There is a need to review the
various issues and challenges related to the implementation of a performance management systems. The current
performance management systems for Saudi teachers does not capture the necessary information for managers to
make informed decisions and policies regarding the teachers (e.g., rewards, training, and transfers). Moreover,
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the results also indicate that head teachers do not have adequate skills to carry out the performance management
process and that certain organisational problems are believed to exist that evoke teachers’ resistance to the
performance management process.

The outcomes of this research are expected to provide the Ministry of Education with information that would be
helpful in improving the management of schools’ and teachers’ performance. Such improvements are likely to
have a significant impact on the quality of education. The findings are also expected to help the Ministry of
Education in developing new policies and understanding the impact of these policies on the current system. The
results of this study can help school administrators to learn better ways of evaluation to help teachers achieve
higher levels of performance. The outcomes of the study can help the teachers to share their opinions about the
weaknesses of the performance management system that need improvement to make the performance
management system more effective and, hence, more valuable to their work. It can also assist teachers to see
how their roles in the organisation contribute to the overall success of the learning process, thereby increasing
teachers’ morale. Therefore, this study has proposed recommendations to overcome the shortcomings of the
existing system and to enhance teachers’ satisfaction with their performance management.

9. Recommendation

Among the outcomes of this study is a suggestion that it is important to clarify and identify teachers’ job roles,
responsibilities, and performance criteria, as well as explain how teachers’ performance is linked to the
Ministry’s overall performance. Head teachers and teachers should work out their specific objectives and ways to
measure progress towards achieving them. Additionally, ongoing feedback should be provided by head teachers;
providing feedback is a vital factor in creating open dialogue between employees and managers and helps
identify employees’ strengths and weaknesses. As the most important part of a performance management system,
performance appraisals should be fair and accurate. Thus, it is important for the decision-makers in the Saudi
public schools and the Ministry to consider the performance management outcomes when planning their teacher
training and development programmes. The study also recommends that head teachers at Saudi schools should
be provided with adequate training on the performance management process. Training courses should also be
implemented in order to educate teachers about the importance of the perormance management system in the
development of teacher skills. There is a need to involve teachers in the design, development and
implementation of a performance management system. Research has shown that the participation of employees
in the development of a performance management system and the winning of their commitment to organisational
goals and values leads to improved, motivated performance and a high level of employee acceptance of the
performance management system.
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Abstract

The objective of this article is to present a metaphor concerning the terminology of open innovation. This
metaphor will help both academics and practitioners in getting a deeper understanding of the terms and their
relationships in this emerging field. An electrical circuit is used as the metaphor. In it, the following open
innovation terms are included: inbound open innovation, outbound open innovation, sequential coherence,
dynamic innovation capabilities, knowledge flow, absorptive capacity, organizational inertia, and innovation
performance. A corresponding term for each one of these open innovation terms is given in the metaphor. Within
an organization, open innovation involves the internal exploration of external knowledge and external
exploitation of internal knowledge. Open innovation is gaining wide attention of researchers as it impacts
innovation performance of organizations. Systematic metaphor analysis is a qualitative research method. A
metaphor is an implicit comparison in which a word or phrase that originally denotes a certain object or concept
is applied to another. Time tested relationships among variables in the metaphor of electric circuit offer new
insights in the domain of open innovation.

Keywords: inbound open innovation, outbound open innovation, sequential coherence, dynamic innovation
capabilities, knowledge flow, absorptive capacity, organizational inertia, and innovation performance

1. Introduction

Open innovation is emerging as an increasingly important paradigm for technological innovation success (Kim
et al., 2016). Openness has become a trend in innovation management (Lopez & Carvalho, 2018). Openness of
firms across the world enabled the mankind to fight against the deadly COVID 19 pandemic by leveraging
human and physical capital fast (Chesbrough, 2020). Business firms of all sizes and in diverse industry sectors
are increasingly engaging in open innovation to promote innovations (Yapa & Senathiraja, 2017). Although the
practices of open innovation and related academic discussions existed before, it was Chesbrough (2003) who
introduced the umbrella term open innovation. Researchers are debating the nature of the open innovation
paradigm, attempting to understand its determinants (Lazzarotti et al., 2017) and how open innovation activities
positively or negatively affect success, which is measured in various different ways (Hossain & Kauranen,
2016).

Open innovation is both a multi-faceted phenomenon (Randhawa et al., 2016) and a multi-level phenomenon
(Bogers et al., 2017). Open innovation literature continues to grow at an increasing speed. The number of open
innovation-related terms is increasing, many of the terms are overlapping, and some definitions are inconsistent.
All this increases the complexity of the terms and their relationships. There is a need to clarify the situation.

2. The Objective of the Article

The objective of this article is to present a metaphor concerning the terminology of open innovation. This
metaphor will help both academics and practitioners in getting a deeper understanding of the terms and their
relationships in this emerging field. An electrical circuit is used as the metaphor and the following open
innovation terms are included: inbound open innovation, outbound open innovation, sequential coherence,
dynamic innovation capabilities, knowledge flow, absorptive capacity, organizational inertia, and innovation
performance. A corresponding term for each one of these open innovation terms is given in the metaphor.
This new metaphor is significant to open innovation research in three ways. Firstly, to our best of knowledge this
is the first ever published metaphor in the open innovation domain. If not, this must still be one of the early
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attempts. Secondly, our metaphor is unique as it uses natural science phenomena to explain a social science
phenomenon. Thirdly, we anticipate that effective use of a metaphor will attract future researchers to use
metaphors in theory development and the analysis of complex social systems.

3. What Is Open Innovation?

Open innovation is understood as the systematic encouragement and exploration of a wide range of internal and
external sources of innovative opportunities, the integration of this exploration with firm capabilities and
resources, and the exploitation of these opportunities through multiple channels (West & Gallagher, 2006).
Participating in open innovation using inflows and outflows of knowledge has become an important premise for a
successful organization (Sekliuckiene et al., 2016). Open innovation is in receipt of wide attention of academics
as it seems to have a significant impact on organizational performance (Kim et al., 2015; Chesbrough & Tucci,
2020) as a winning strategy (Ahn et al., 2016). The benefits of open innovation include sales growth (Rubera et
al., 2016; Cheng & Huizingh, 2014; Chaston, 2013), increased competitiveness (Al-Belushi et al., 2015), a
decrease in production costs (Noh, 2015), higher invention quality (Walsh et al., 2016), and employee job
satisfaction (Lee et al., 2014). In order to improve innovation performance, firms are increasingly acquiring
technological knowledge from external sources, a key strategic approach in open innovation (Bianchi et al., 2015).

4. What Is a Metaphor?

A metaphor is defined as a word or phrase applied to an object or concept that it does not literally denote in order
to make a comparison with the other object or concept under consideration (Ortony, 1979). Metaphors are
especially useful in understanding concepts in social science and theory development (Hunt & Menon, 1995).
Systematic metaphor analysis is considered as a method of qualitative research (Schmitt, 2005). Scholars and
practitioners rely on metaphors to gain a deeper understanding of various domains (Morgan & Reichert, 1999).
Metaphors may not provide a perfect fit to the actual situation being analyzed. In order to reap the benefits, the
use of metaphors can offer, one should not concentrate on judging the suitability of a metaphor. Instead, one
should try to examine the metaphor to see hitherto unseen perspectives on the problem or situation being
analyzed. Metaphors can be used to perform a variety of analyses (Palmer & Dunford, 1996) as they can
facilitate and further our understanding (Cornelissen et al., 2008), trigger new avenues for analysis, and surface
new relationships. As regards to terms and their relationships in a field, metaphors have the power to connect
various terms together in order to illuminate the big picture.

5. A Novel Metaphor

In our metaphor, an open innovation system corresponds to an electrical circuit. With this metaphor, we can
easily connect and understand important regularly-used terms in the open innovation domain by thinking through
the metaphor.

In accordance to the objective of this study, a novel metaphor concerning the terminology of open innovation is
presented in Figure 1. An electrical circuit is used in the metaphor. The regularly used open innovation terms
namely inbound open innovation, outbound open innovation, sequential coherence, dynamic innovation
capabilities, knowledge flow, absorptive capacity, and organizational inertia are included in the metaphor.

Input terming
[Inbound CI
practices]

Output termina
[Outbownd Ol
practices]

Conductance [Absorptive capacity)
Admittance [ Dynamic innovation capabilities)
Current {Knowledze flow)

seguential coherence
Sequential coherence (voltage)

[Woitage)

Resistance (Organizational inert'la]

Figure 1. A novel metaphor concerning the terminology of open innovation. An electrical circuit is used in the
metaphor
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Knowledge available within an external entity can be routed to a focal firm through inbound open innovation
activities (Hung & Chou, 2013; Nagshbandi et al., 2016). Similarly, knowledge inside the company can be
commercialized through outbound open innovation activities (Hung & Chou, 2013; Cassiman & Valentini, 2016;
Huizingh, 2011). Such knowledge flows correspond to the current flowing through an electrical circuit. Inbound
open innovation activities and outbound open innovation activities, which are the drivers and enabling factors
(Galati et al., 2016), act as the input and output terminals respectively. Inbound open innovation enables an
organization to explore the external knowledge sourced from outside the firm in order to create competitive
advantage (Hung & Chou, 2013; Bianchi et al., 2011; Nagshbandi et al., 2016; Zincir & Rus, 2019; Sivam et al.,
2019; De Beule & Van Beveren, 2019).

Open innovation is about the knowledge flows of an organization. In our metaphor, the knowledge flow in a firm
corresponds to the current (1) in an electrical circuit:

current = knowledge flow.

Organizational inertia is another concept frequently cited and tested by researchers in the open innovation
domain. Organizational inertia refers to the inertia within the organization that prevents and discourages change
(Wong-MingJi & Millette, 2002). Insufficient adaptation to changes in the environment can be detrimental to the
organization (Hannan & Freeman, 1984). In our metaphor, organizational inertia corresponds to the resistance (R)
of the circuit:

resistance = organizational inertia.

\Voltage (V) is the pressure from the power source of an electrical circuit that creates an electrical current by
pushing charged particles, like electrons, through a conducting loop. The terms voltage and electrical potential
difference are often used interchangeably. Electrical potential difference is the potential energy difference
between two points in a circuit.

In our metaphor, voltage corresponds to the pressure created at the boundaries known as sequential coherence, as
shown in Figure 1. Sequential coherence refers to the reciprocal result of the pushing effects induced by
individuals of a teaching firm and the pulling effects induced by individuals of a learning firm that enables
knowledge to flow across the boundaries of firms (Yapa et al, 2019 A). Sequential coherence is measured
through the willingness and ability of the participants of teacher firm and the preparedness and ability of the
participants from the student firm respectively (Yapa et al., 2019 B). Dynamic innovation capabilities are the
abilities of an organization to integrate, build, and reconfigure internal and external competencies in order to
meet the demands of a rapidly changing environment (Teece et al., 1997). Following the work of Zollo and
Winter (2002), Cheng and Chen (2013) described dynamic innovation capabilities as those hard-to-transfer and
hard-to-imitate innovation capabilities that firms use to develop, integrate, and reconfigure existing and new
resources and capabilities. In our metaphor dynamic innovation capabilities correspond to admittance.
Admittance (Y) refers to the circuit elements’ allowance of the flow of current. We see this intentional tolerance
as the reason for the flexibility and robustness in the circuit in relation to accommodating fluctuations of input
conditions.

Thus, in our metaphor voltage corresponds to sequential coherence.
voltage = sequential coherence

The corresponding term for dynamic innovation capabilities is admittance:
admittance = dynamic innovation capabilities.

Absorptive capacity plays a vital role in the innovation activities of an organization (Lane et al., 2006; Cui et al.,
2018). Cohen and Levinthal (1990) described absorptive capacity as the ability of an organization to recognize
the value of external knowledge, assimilate it, and apply it for commercial ends. The external knowledge inflows
of a firm influence innovations indirectly through absorptive capacity (De Zubielqui et al., 2016). In our metaphor,
absorptive capacity corresponds to the conductivity of an electrical circuit. Conductivity (o) and resistance (R)
are the two sides of the same coin. They are inversely related. By strengthening its absorptive capacity, an
organization can overcome organizational inertia (Godkin, 2010). Similarly, Cheng, and Chen (2013) use the
concepts of absorptive capacity and organizational inertia to describe dynamic innovation capabilities.

The higher the voltage difference is and the better the conductivity is, the higher the current flowing through an
electrical circuit is. The absorptive capacity of a firm corresponds to conductivity here. Escribano et al. (2009)
argue that organizations with higher levels of absorptive capacity can manage external knowledge flows more
efficiently and stimulate innovations. Absorptive capacity is a pre-condition for an organization internalizing the
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external knowledge coming through inbound open innovation activities (Kim et al., 2016; Huang et al., 2015;
Spithoven, 2010). A firm’s absorptive capacity determines the extent to which extramural knowledge is utilized
(Cohen & Levinthal, 1990). Thus, in our metaphor conductivity corresponds to absorptive capacity:

conductivity = absorptive capacity.
The equation I = V/R and the open innovation metaphor

Ohm’s law states that the current through a conductor between two points is directly proportionate to the voltage
across the two points, provided that the resistance is constant. The equation is | = V/R. The metaphorical
interpretation is that the knowledge flow is directly proportional to the pressure created by sequential coherence
when organizational inertia remains constant.

In the literature, the relationship between absorptive capacity and organizational inertia is not well explored.
Hedberg and Wolf (2003) argued that absorptive capacity can be limited by organizational inertia. It is
interesting how well the new metaphor can increase our understanding of this relationship. In the metaphor,
absorptive capacity corresponds to conductance and organizational inertia to resistance. In an electrical circuit,
higher conductivity means lower resistance and vice versa. Correspondingly, in an organization, higher
absorptive capacity means lower organizational inertia. Furthermore, higher organizational inertia, or in other
words reluctance to accommodate change, can hinder the absorptive capacity of a firm.

6. Ambidexterity in Innovation

An ambidextrous firm is capable of striking a balance between exploring external knowledge and exploiting
internal knowledge. Such firms are more likely to record superior performance compared to an organization
selecting one at the expense of the other (Thushman & O’Reilly, 1996). Although, making both inbound and
outbound open innovation work for an organization simultaneously is challenging, it can ensure smooth
knowledge flows, leading to better performance (Cassiman & Valentini, 2015).

A ground path facilitated by diodes, varistors, and gas discharge tubes is a common feature in electrical circuits.
With a ground path, any excessive voltage can be grounded before it damages the circuit, any connected devices,
or people. How does this correspond to the open innovation setting? Too much information is harmful (Himma,
2007). It can lead to stress and fatigue among employees and the failure of the system to produce the expected
results (Lee et al., 2016). Knowledge repositories, archival systems, and the discard of unnecessary information
are some useful management practices that managers may use. These correspond to various types of diodes,
varistors, and gas discharge tubes in the ground path of an electrical circuit.

7. What Else Can We Learn from This Metaphor?

Open innovation demonstrates how firms intentionally open up innovation processes in order to acquire
knowledge and to collaborate (Chesbrough, 2003; Nagshbandi, 2016; Remneland-Wikhamn & Wikhamn, 2011).
Switching plays a vital role in an electrical circuit. Switching ensures the proper functionalities that are expected
from the circuit. In the metaphor, switching is understood to correspond to coordination, an elementary function
of managers. Coordination is defined as managing interdependencies (Malone & Crowston, 1994; Crowston,
1997; Sinha & Van de Ven, 2005; Slepinov et al., 2014) and this area needs more exploration in open innovation.
Component compatibility and interoperability are important in building and managing electrical circuits. This
corresponds to the case of managing an effective open innovation system (Maxwell, 2006; Gasser & Palfrey,
2007; de Mattos et al., 2018).

An organization can simply act as a conductor or a super conductor in an innovation network without any returns
to the organization itself. The organization simply acts as a bridge in the knowledge flow. High conductance of
an electrical circuit can ensure efficient power transmission. Correspondingly, in a network of organizations, the
focal firm can grasp knowledge and route it to another organization with no distortions. Is it worth the trouble?
Therefore, we suggest that alignment of goals, interests, and culture between partner firms is important for better
performance in open innovation. Understanding the necessity of proper alignment and coordination among each
and every organization is another point emanating from the new metaphor. In addressing synergy gains and
knowledge spillover in open innovation, the new metaphor can bring useful insights.

How to reduce organizational inertia is another concern in open innovation activities. The corresponding term for
organizational inertia in our metaphor is resistance. The domain literature pertaining to physics and engineering
suggests why resistance goes up and ways to address this, such as changing the length of the conductor, the
material composition, the area of the cross section, and the temperature. This suggests to us the necessity to pay
attention to the organizational structure, selection, job design, and the allocation of work in order to reduce
organizational inertia.
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The resistance of metallic conductors will increase with an increase in temperature, making the conductivity
decrease. In order to increase conductivity, the current flow and voltage have to be regulated. In the metaphor,
temperature can be assumed to correspond to the activity level of an organization. In accordance, a higher activity
level makes the place busy and heated up. Correspondingly, in the metaphor, an increase in workload may increase
organizational inertia, reducing the absorptive capacity of the firm. When the motive is to see an increase in
absorptive capacity, the management may attempt to influence absorptive capacity through knowledge flow, which
corresponds to electric current, and aligning it with technology push and market push, which correspond to
voltage.

Feedback loops are common in electrical circuits. Feedback loops are a way of ensuring the self-alignment of the
system. Correspondingly, in knowledge flows, having a feedback system is essential (Rubenstein-Montano et al.,
2001). Feedback systems enhance the efficiency and effectiveness of an open innovation network.

8. Connecting the Metaphor to Innovation Performance

In analyzing open innovation, one of the most tested dependent variables has been innovation performance (Ahn
et al., 2016; Cheng et al., 2016; Belussi et al., 2010; Bianchi et al., 2015; Cassiman & Valentini, 2016;
Seyfettinoglu, 2016). Innovation performance has been measured by process and product innovations (Greco et
al., 2016; Laursen & Salter, 2006), incremental and radical innovations (Gassmann, 2006), revenue (Caputo et al.,
2016; Chaston, 2013), and profits (Faems, 2010; Mazzola et al., 2016). In our metaphor, innovation performance
corresponds to the power (W) of an electrical circuit. The equation W = VI describes the relationship between
power, voltage, and electric current. Correspondingly, in our metaphor, the innovation performance of an
organization is a function of two variables. Firstly, the boundary conditions created by sequential coherence that
facilitate knowledge flow across the organizational boundaries. Secondly, the knowledge flow within the
organization, which is influenced by absorptive capacity and organizational inertia of the organization.

What will happen if we continue to increase the admittance of an electrical circuit? For an example, let us
consider replacing a 60 W bulb in a simple circuit with a 100 W bulb. The 100 W bulb will glow brighter than
the 60 W bulb did. This represents an increase in performance. Will the performance keep on increasing if we
keep on increasing the admittance? No, performance will eventually reach a maximum level and then
performance will drop as the light bulbs or other parts of the electrical circuit cannot handle the corresponding
increased current. The electrical circuit eventually completely fails.  In our metaphor, admittance corresponds
to dynamic innovation capabilities. Cheng and Chen (2013) have suggested that dynamic innovation capabilities
show an inverted U-shaped relationship with innovation performance. These corresponding relationships provide
further evidence of the effectiveness of our metaphor in creating a deeper understanding of open innovation.

9. Future Research Opportunities

This study is preliminary and explorative in nature. It offers an ample source for future research studies. Bogers et
al. (2017) have emphasized the importance of examining the effectiveness of open innovation in terms of
innovation performance and overall firm performance. How to maximize efficiency is a new topic for open
innovation research (Greco et al., 2017; Bogers et al., 2019). The domains of physics and electrical engineering
use a wide array of terms when measuring the efficiency and effectiveness of entities such as devices,
components, and systems. We believe that our metaphor can assist future researchers exploring the topics of the
efficiency and effectiveness of open innovation by using analogies in those domains.

The reconceptualization of absorptive capacity by Zahra and George (2002) introduced four dimensions:
acquisition, assimilation, transformation, and exploitation. Acquisition and assimilation that attempt to leverage
the firm’s ability to receive and recognize external knowledge represent potential absorptive capacity.
Transformation and exploitation that attempt to leverage the absorbed knowledge represent realized absorptive
capacity. Existing theories and frameworks have limitations when explaining why there can be a gap between
potential and realized absorptive capacities and how to bridge this gap where it exists. The new metaphor may
provide us with clues regarding these issues. Another unexplained or less researched area is the mobility of
knowledge across the four listed areas of absorptive capacity.

Dahlander and Gann (2010) used the term permeability in explaining different situation-dependent levels of
openness in open innovation. The way of how different types of permeability—such as apparent, absolute, and
intrinsic permeability—influence conductance is researched in various disciplines of science. Absorptive capacity
is represented by conductance in our metaphor. It can be further studied through permeability perspectives in
science by future researchers in order to bring new insights for open innovation researchers and practitioners.
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10. Conclusion

This article presents a metaphor concerning the terminology of open innovation. This metaphor helps both
academics and practitioners in getting a deeper understanding of the terms and their relationships in this
emerging field. An electrical circuit is used as the metaphor. Table 1 lists the terms used in the metaphor of an
electrical circuit and their corresponding terms in open innovation. The terms are listed in alphabetical order.

Table 1. The terms used in the metaphor of an electrical circuit and their corresponding terms in open innovation.
The terms are listed in alphabetical order

Terms used in the metaphor of an electrical circuit Corresponding terms in open innovation
Admittance Dynamic innovation capabilities
Conductance Absorptive capacity

Current Knowledge flow

Input terminal Inbound open innovation practices

Output terminal Outbound open innovation practices
Power Innovation performance

Resistance Organizational inertia

Voltage Sequential coherence

According to Hunt and Menon (1995), metaphors are theoretically rich if the source discipline has a large body of
models and theories. Tourangeau and Sternberg (1982) state that a greater distance between the domains can lead
to a better-quality metaphor. As our metaphor comes from the disciplines of physics and engineering, we thus
deem this metaphor has good grounds for increasing our understanding of the terms used in open innovation and
the relationships that the terms have.

A new metaphor can offer novel, fresh insights into the patterns of interrelationships (Hunt & Menon, 1995), which
have not been captured by extant frameworks in the open innovation domain. Readers should note that metaphors
have their inherent weaknesses and limitations. However, due to the complex nature of interdependencies in
open innovation (Lopez & Carvalho, 2018) we attempted to best explain key concepts in the domain, their
inter-relationships, and their impacts on innovation performance by using the metaphor of an electrical circuit.
The analysis also provides some practical insights for managers.
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Abstract

The prime objective of the research was to determine how the apparel manufacturing sector is embracing
digitization and its leaders are preparing for the digital age? so we wanted to find out what type of leadership
style is needed for digital leadership. The present study used a sample of 50 RMG companies. We investigated
relationships between three variables, Internet od Things, use of digitization-automation, use of smart phones
and apps. Further, the variables’ influence on digitization has been assessed through multiple factors leading to
digitization by allotment of weightage for each factor. The findings in this paper supports two variables; use of
automized digital machines and internet of things being significant whereas, use of smartphones and apps is
insignificant. It implies that preparation for leading in the digital age remains limited which require change
oriented leadership behavior at all levels. Limitations of the paper include the data which is specific to
Bangladesh RMG industry, therefore it cannot be generalized, further the economic meltdown due to COVID-19
pandemic might have influenced the results. The paper’s prime contribution is based on the assessment of
predictor variables and their influence that it makes in providing leadership in the digital age which demand
change oriented behavior of leaders.

Keywords: ready made garments, leadership, digitization, apparel manufacturing, Bangladesh
1. Introduction

Today’s works of literature on technology and digitization dominate volatility, uncertainty, complexity and
ambiguity (VUCA), together they name it a “VUCA WORLD”. Industry 4.0, Smart Factory, Disruptive Changes,
Fast-Paced Innovations, Smart clothing are buzzwords dominating technological vocabularies. Changing to
digitization, organizations will have to intensely contribute in building capabilities in information and network,
analytics and intelligence, conversion to the physical and virtual world, and human-machine interaction to urge
the foremost out of Industry 4.0 or Apparel 4.0 (Oberer & Erkollar, 2018). The savvy production lines and the
rise of the ramble time emphasize the utility of sewbots in attire fabricating and apparel manufacturing — smart
clothes.

HL Chan (2016) found apparel producers are driven to embrace RFID innovation with the extension of both
retail stores and online commerce. Brands like Levi’s, Zara, M&S, Walmart actualized the innovation,
Radio-Frequency Recognizable proof (RFID) tag provided the brands to their producers around the world for
item-level labelling. The RFID tag is sent around the world to production lines, put interior the security alert, and
connected to each attire thing. When the wrapped up /stuffed items are transported to brand’s distribution centre,
the item data (such as the measure, color, PO no, producer id, nation code of that specific thing) are composed
into the RFID tag by encoding an interesting distinguishing proof (ID) number, and after that, the tag is
associated to stockroom/ supply chain or stock administration computer program (Swedberg, 2014).

When clothing is sold, the RFID tag is evacuated utilizing the RFID detacher that transmitted the item ID to the
package to overhaul the stock record and deactivated in the long run. The labels are collected and sent to
retailers/store to remove all of the memory and after that are transported to the production line for reuse. The
labels are moreover used for tagging the returned items on the shop floor. This is often an illustration of
digitization of attire fabricating (HL Chan, 2016). Long before, in the 90s, we (RMG Bangladesh) have already
adopted Enterprise Resource Planning (ERP) for production planning and monitoring, management information
system (MIS) for HR, payrolls, attendance and fingerprint access controls for workers, facial or biometric access
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control for offices, management enterprise system (MES) for productivity etc. The use of computer-aided
manufacturing (CAD/CAM) tools have not only increased the precision level, reduced wastages but also enabled
apparel manufacturers to relate with the previous designs, and proposed designs. The computer can consolidate
other references and can compare using logic (Choi, 2016). Digitization in apparel manufacturing is
progressing in a fast-paced, disruptive way. It is not only reducing the lead time, lowering the cost of
manufacturing, lessening periodical maintenance by predictive maintenance, minimizing the time of machine
breakdown and creating a synergistic environment of production with zero re-work. The modeling and
simulation of sewing lines through the batch process or a single piece flow enables the planner to find out the
accurate method and achieve zero change over time.

It is, therefore, significant that we study the process of digitization in apparel manufacturing sector taking
Bangladesh as a case study which is the second-largest exporter of apparels after China and finds out our present
status with a view to advancing to the next level to remain competitive in the global market. We have to identify
the factors needed to graduate to the next level and what leaders need to do for achieving the digital progress.
The purpose of the article is to explore and explain the terms of digital leadership and leadership in the digital
age and relate it to the RMG sector of Bangladesh. The aim is simple: to find out how are we (RMG) preparing
for the leadership in the digital age in the RMG sector of Bangladesh?

2. Literature Review and Definitions
2.1 Cyber-Physical Systems (CPS)

CPS may be defined as a complex/ built framework that integrates physical, computation and organizing, and
communication of different forms. CPS can be illustrated as a virtual or physical gadget, equipment, gear that's
interpreted into the internet as a virtual show/reality or a model (Lee, 2015)

2.2 Internet of Things (loT)

0T can be characterized as communication among gadgets, machines, and gear with their virtual identities and
capabilities as a result of mechanical propels and technological advances. These physical frameworks have
ended up being smart and can consequently conduct a few mechanical operations as a result of these automatic
associations (G&rgn, 2018). The 10T could be a broadly utilized term for a set of advances, frameworks, and
plan standards related with the rising wave of Internet-connected things that are based on the physical
environment (Holler et al. 2014). Today’s literatures on technology and digitization dominates volatility,
uncertainty, complexity and ambiguity (VUCA),* together they name it a “VUCA WORLD”".

*’)—4“1

o Customer

|§!

........

Spinning Factory » .e'.a, Weaving Factory =

=  Clothing Factory ==

Figure 1. An Example of 10T in RMG (Adapted from Omer Faruk G&rgin, 2018)

! https://hbr.org/2014/01/what-vuca-really-means-for-you
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2.3 Smart Phones

Now, loT is circled around the smartphones and the heart of IOT, machine learning , M2M HMI, Al, VR, we see
developments that center on the gadget (smartphones) as a controller, a framework dashboard, and a security get
to key, or a combination of all three, the smartphones are set as the essential human-machine interface (HMI)
(Goethals et al., 2003).

2.4 Digital Leadership

Computerized/digital pioneers can be characterized practically by their commitments to the move toward a
computerized stage and known as digital leaders. These incorporate mindfulness leadership, building, asset
mobilization, operational leadership and administration and basic structural administration and leadership. As
digital leaders, we need to evolve faster than the pace of change; we need to hone our skills and capabilities to
constantly ride on top of the changes and innovations (Hensellek, 2019). There is a need to distinguish between
two related but different leadership categories. The two styles of leadership are closely related - many leadership
innovations originated in the core ICT sectors and diffused from there. The most inclusive is “leadership in the
digital age”, which refers to leadership in any institution or sector embedded in the broader transitions toward a
more knowledge-intensive digitalized society. The second, “digital leadership” refers to leadership in the core
sectors of the ICT society — the three ‘C’s of computing, communications and content (broadcasting and print),
and now multi-media.

2.5 Leadership Behaviors

The Ohio and Michigan studies argued that leader displays mainly two types of behaviours: Concern for Task or
Task-Oriented behaviour and Concern for People or People-Oriented Behaviour (Likert, 1960). Gary Yukl (2009)
added a different notion and named it as Change Oriented Behaviours (COB). It seems in the world the only
constant is the Change. The changes in technology are not only fast-paced, rather can be expressed as everyday
changes. The drones, electronic cars, android and iOS all are competing for an updated version. 2.3 Smart
Phones. Smartphones are at the heart of all the later patternsin loT and machine learning in this
manner, each day we see developments that center on the gadget as a controller, a framework dashboard, and a
security get to key, or a combination of all three, the smartphones are set as the essential human machine
interface (HMI) (Goethals et al., 2003).

2.6 Digital Leadership

Digital leaders can be defined functionally by their contributions to the transition toward a digital platform.
These incorporate mindfulness leadership, building, asset mobilization, operational leadership and administration
and basic structural administration and leadership. As digital leaders, we need to evolve faster than the pace of
change; we need to hone our skills and capabilities to constantly ride on top of the changes and innovations
(Hensellek, 2019). There is need to distinguish between two related but different leadership categories. The two
styles of leadership are closely related - many leadership innovations originated in the core ICT sectors and
diffused from there. The most inclusive is “leadership in the digital age”, which refers to leadership in any
institution or sector embedded in the broader transitions toward a more knowledge intensive digitalized society.
The second, “digital leadership” refers to leadership in the core sectors of the ICT society — the three ‘C’s of
computing, communications and content (broadcasting and print), and now multi-media.

2.7 Leadership Behaviors

The Ohio and Michigan studies argued that leader displays mainly two types of behaviours: Concern for Task or
Task Oriented behaviour and Concern for People or People Oriented Behaviour (Likert, 1960). Gary Yukl (2009)
added a different notion and named it as Change Oriented Behaviours (COB). It seems in the world the only
constant is the Change. The changes in technology are not only fast paced, rather can be expressed as everyday
changes. The drones, electronic cars, android and iOS all are competing for an updated version.

3. The Process of Transformation

The RMG industry experiencing a transformation which incorporates the digitization of RMG new generation
forms extending from concept to post-retail. Bangladesh RMG is receiving the 'Apparel 4.0' concept and this will
empower the producers to screen and robotize the whole generation handle with total supply chain. Attire
fabricating 4.0 has major applications in keen clothing, lean clothing and smart clothing,
mechanical-technological mechanization, independent and shared automation, mechanical 10T, expanded reality,
augmented reality, virtual reality, Machine-to-Machine (M2M) communication in sewing machines, lean
automated lines, 3D printing, sharp surfaces and counterfeit insights or artificial intelligence (Al) RMG
implanted mechanical automated ERP (undertaking resource orchestrating) etc. Neighbouring countries of
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Bangladesh such as India, China and Vietnam are also rapidly implementing the Apparel 4.0 technologies in their
factories. Raymond from India has started using the sewbot technology. Chinese garment manufacturers are
introducing the smart clothing, augmented reality, and 3D printing in their factories. Vietnam has significantly
developed Radio Frequency Identification Device (RFID), additive manufacturing and ERP?,

To contribute to improving efficiency, transparency and accountability of RMG in Bangladesh, “Mapped in
Bangladesh (MiB)” has been undertaking a 4-year research initiative by Centre for Entrepreneurship
Development (CED) of BRAC University [CED-BRACU] and BRAC. The implementing organisation is aiming
to map the RMG industry across all garment-producing districts in the country. MiB's design and implementation
are in response to a lack of essential industry data, such as: how many export-oriented factories exist in the
country? RMG gender ratio of workers employed, kind of products are produced and if any smart clothes 4.0?
and brands working with them, etc., and other relevant information.®> Since Industry 4.0 or Apparels /Smart
attire 4.0 involves digitization of manufacturing processes of clothing, industrial facilities are in
its introductory stage, it is advised to seek experts and aim only to important ones taher than to overstate its
importance for the industry. We should avoid exaggerating its significance for the manufacturing industry. Most
textile manufacturing, lacking innovation, is at mid-low end of the value chain. It is feasible to consider the ROI
for both the new upgrading and the basic construction. Several issues must be resolved, such as setting and
implementation of the industry standard, device protocol and information sharing scheme (Chen & Xing, 2015).

4. Leadership Styles in Digital Age

Leadership and managers play a crucial role in firms' innovation efforts (Damanpour, 1991; Smith & Tushman,
2005; Wrede & Dauth, 2020). Digital leadership is based on innovations and rapid changes. The most important
is to remain updated on changes that affects the firm’s competency, innovations that need to be incorporated to
remain competitive. Research findings on digital leadership style indicated that it is highly impactful in
transforming organizations and employee-based involvement and input played a critical role in the success of the
change effort. the development of a digital culture is launched by top managers and leaders actively shape the
transformation by building relationships with various and diverse stakeholders (Cortellazzo et al. 2019).

5. Where Do We Stand?

The literatures suggest that the digital transformation progresses in phases. It begins with the simple conversion
of information from an analog into a digital format (i.e., ‘digitization’) (Loebbecke & Picot, 2015), changes into
the use of digital technologies to transform existing business processes (i.e., ‘digitalization”) (Li, Nucciarelli,
Roden, & Graham, 2016), and finally the ‘digital transformation’ (Pagani & Pardo, 2017) affects firms in their
entirety, changes and adjustments will be observable at different levels of the organization (Hausberg et al.,
2019). The digital transformation is predominantly relevant to RMG sector, and China is leading in this
transformation with new innovations, use of sewbot, manufacturing smart clothes, whereas India, Vietnam and
Bangladesh have started the process which is very slow and to some extent limited to certain processes only.
These above factors are to be used to measure the maturity of digitization in an RMG factory.

6. Research Questions and Conceptual Framework

From the literature review we have constructed the conceptual framework and incorporated the factors with in it.
e What is the state of digitization in the RMG sector?
o How the RMG leaders are preparing for digital leadership?

2 (www.fibre2fashion.com).

* (https://www.thefinancialexpress.com.bd/views/analysis/digital-initiative-to-promote-rmg-good-governance-15
94402818).
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Figure 1. Conceptual Framework
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Figure 1. Flow chart of apparel manufacturing /RMG (Prepared by author)
7. Methodology
We collected primary data from 50 RMG factories by visiting them and talking to the owners, mangers regarding
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their digitization, automation and innovation. The digitization factors had been filtered through to reach to the
most relevant ones in RMG sector, we collected data on following factors:

© © NoukrwdhpE

[ R e S e N N = o e
© © N O U A WN P O

Use of auto machine

AR

Use of RFID

Use of Smart Phones and Apps
Al

Cloud Computing

Big Data

M2M Communication
VR

. Automation, modeling and simulation

. Automation in production of yarns, woven, and knitted fabrics
. Automation in fabric inspection

. Automation in spreading and cutting

Computer-aided design—garment designing and patternmaking

. Automation in quality monitoring of fabrics and garment seams
. Use of advanced tools and equipment in industrial engineering

. Advancements in production planning and control

. Mobile Technologies

. 3D Printers

. CRM and Product Traceability

21

Leadership Style/Behaviour

After collecting data, we put this into a model and found out the maturity level of digitization in the RMG sector
of Bangladesh.

The model is:

Mp-n+ixg
Mp = Maturity Dimension
n = Number of Factors
i = number of maturity items

g = weightage

There is total 21 factors and 4 maturity items, and the maturity item each weightage being, 5.

A factory having 16 factors incorporated and 2 maturity items will score as:
Mp =16 + 2*5 = 26 out of total score available 40.

A hundred percent score will be a matured level, while a score within or below 60% is considered level 1, 80% is
level 2, and level 3 is matured one. There is total 21 general factors and 4 maturity factors, maturity factors are
the most advanced forms of digitization.
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8. Results
8.1 Description of the Sample of 50 RMG Factories
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Figure 2. Man, and Machine Ratio (MMR)

A RMG factory with limited or no automation is having a Man to Machine Ratio (MMR) higher than 1:2.2 that
means for one machine there are 2.2 Men employed. With medium automation it becomes 1:1.8 or 1:1.7. The
automation and digitization reduce and MMR upto 1:1.4. It is well understood the more manpower employed is
the more of cost of manufacturing.

The RMG sector employs direct manpower who are behind machines, and needle works and add value directly
to the productivity. These are the operators, helpers and ironmen. Indirect support manpower like quality
assurance staffs, industrial engineers etc. add value indirectly. Other support or admin staffs are considered as
non-value add manpower. Though in MMR we calculate all held in strength, the more machines we can run and
reduce support staffs the better the MMR. A lower MMR will lead to a greater productivity and reduce cost of
manufacturing, digitization and automation allows to reduce support staff and increase the standard minute
values produced thus shorten the lead time, change over time and nonproductive times.

The truth is, apparel brands presently perceive that in arrange to convert their working models and to end
up truly  consumer-centric, they will ought todrive end-to-end digitization, prepare effectiveness,
cross-functional and cross-company collaboration and deeper immersion within the sourcing materials.

The benefits of digitization are numerous, the primary one, and may be the most important one is it can bring
huge sustainability and transparency benefits. is colossal maintainability and straightforwardness benefits.
Digitization is a major game-changer in terms of efficiency, quality and on time deliveries thus a ROI ensured in
long term benefits. Digitization can help strengthening and overseeing manufacturing plant security, ensuring
compliance issues, expanding traceability and even paying the workers through mobile financial services.

8.2 Tabulated Result

Serial | Factor/Digitization Percentage | Weightage
1 Use of auto machine 100

2,3 AR VR 0 5
4 Use of RFID 60

5 Use of Smart Phones and Apps 8 5
6 Al 70

7 Cloud Computing 4

8 Big Data 0 5
9 M2M Communication 4 5
10 Automation, modeling and simulation 30

11 Automation in production of yarns, woven, and knitted fabrics | 40

12 Automation in fabric inspection 50

13 Automation in spreading and cutting 50

14 Computer-aided design—garment designing and patternmaking | 98
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15 Automation in guality monitoring of fabrics and garment seams | 64
16 Use of advanced tools and equipment in industrial engineering | 90
17 Advancements in production planning and control 80
18, 19 | Mobile Technologies, CRM and Product Traceability 4
20 3D Printers 0

STATE OF DIGITIZATION IN THE RMG SECTOR OF
BANGLADESH

m Use of auto machine
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= Use of RFID
Use of Smart Phones and Apps

m Al

= Cloud Computing

m Big Data
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m Automation in production of yarns, woven, and knitted fabrics

m Automation in fabric inspection

= Automation in spreading and cutting

= Computer-aided design—garment designing and patternmaking

= Automation in quality monitoring of fabrics and garment seams
Use of advanced tools and equipment in industrial engineering

= Advancements in production planning and control

= Mobile Technologies

m 3D Printers

= CRM and Product Traceability

Figure 3. Results
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9. Discussion and Conclusion

Modern companies, today, connect information and communication technology in production and operational
process (Dewan and Kraemer, 2000; Eason, 2005). In the advanced stage of the industry, however, this will be
controlled and documented around the entire supply chain from the inception or idea of a product, research and
development, production, use, and maintenance to recycling (Roth, 2016).

Bangladesh RMG has digitized its Global Security Verification (GSV) and Customs-Trade Partnership Against
Terrorism (CTPAT) through CCTV cameras, IP cameras and RFID and through use of ISO locks and real-time
product tracing. However, product design remains limited to auto CAD (computer-aided design), the 3D
modelling and use of 3D printers are yet to be incorporated.

The process of manufacturing is automated and to some extent digitized isolated, for example, the cutting
process is automated but not linked with the input process. The Digitized sewing process is also working
stand-alone and not linked to packing. The quality assurance is more of manual then digitized ones.

From the result of the model, and the tabulations we can argue that UOSP (Use of Smart Phones is limited to
information sharing through apps like WhatsApp, Viber or other apps like Skype. The use of remote apps like
Zoom, Meeting, etc. facilitate the COVID time work from the home meeting, however, apps with dedicated
dashboards and interface connected to processes are yet to be introduced.

The result further confirms that digitization of machines has advanced though not incorporated in a seamless
machine to machines communication, 80% of the factories digitized the manufacturing process department wise.
Similarly, the 1oT is limited to cloud computing acting as a backup server only. In demand forecasting,
decision making, the most critical information is historical data. Datasets of both products and related fast
fashions are useful. Then, there must be an efficient tool to help provide reliable and useful forecasts. However,
the apparel sector has not yet started using the Big Data concept for demand forecast or decision making.

Leadership styles are essential to any organization and can drive successful results; however, not all
organizations can employ the appropriate styles for their existing business practices, while others utilize
leadership styles to align organizational needs and required changes, the appropriate leadership style make this
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transition easier (Holten & Brenner, 2015) but Bangladesh RMG leaders lacked some of the technical knowledge
required to lead digitization project. Most of the leaders wanted to remain updated on the recent technological
advancement however in practice they failed to show COB.

We can conclude that automation in RMG is in intermediate/level 2 stage, however, the digitization of RMG s at
beginner’s /level 1 where the use of smartphones are scarce, only 4% of the studied factories started using
smartphones only to track and monitor productivity but yet not integrated/interfaced with 1oT.

The future challenges include:

. Lack of adaptation of atomized machinery, digitization and use of advanced technologies.
. Lack of educated, highly skilled workforce

»  Political unrest and unfavorable law and order

» Inadequate financial measures

*  Leaders lacking in (COB) Change Oriented Leadership Behavioural mindset. Modern companies, today,
connect information and communication technology in production and operational process (Dewan and Kraemer,
2000; Eason, 2005). In the advanced stage of the industry, however, this will be controlled and documented
around the entire supply chain from the inception or idea of a product, research and development, production,
use, and maintenance to recycling (Roth, 2016).

Bangladesh RMG has digitized its Global Security Verification (GSV) and Customs-Trade Partnership Against
Terrorism (CTPAT) through CCTV cameras, IP cameras and RFID and through use of ISO locks and real time
product tracing. However, product design remains limited to auto CAD (computer aided design), the 3D
modelling and use of 3D printers are yet to be incorporated.

The process of manufacturing is automated and to some extent digitized isolated, for example the cutting process
is automated but not linked with the input process. The Digitized sewing process is also working stand alone and
not linked to packing. The quality assurance is more of manual then digitized ones.

From the result of the model, and the tabulations we can argue that UOSP (Use of Smart Phones is limited to
information sharing through apps like WhatsApp, Viber or other apps like Skype. The use of remote apps like
Zoom, Meeting, etc. facilitate the COVID time work from home meeting, however apps with dedicated
dashboards and interface connected to processes are yet to be introduced.

The result further confirms that digitization of machines has advanced though not incorporated in a seamless
machine to machines communication, 80% of the factories digitized the manufacturing process department wise.
Similarly, the 10T is limited to cloud computing acting as a backup server only.

In demand forecasting, decision making, the most critical information is historical data.

Datasets of both products and related fast fashions are useful. Then, there must

be an efficient tool to help provide reliable and useful forecasts. However, the apparel sector has not yet started
using the Big Data concept for demand forecast or decision making.

Leadership styles are essential to any organization and can drive successful results; however, not all
organizations can employ the appropriate styles for their existing business practices, while others utilize
leadership styles to align organizational needs and required changes, the appropriate leadership style make this
transition easier (Holten & Brenner, 2015) but Bangladesh RMG leaders lacked some of the technical knowledge
required to lead digitization project. Most of the leaders wanted to remain updated on the recent technological
advancement however in practice they failed to show COB.

We can conclude that automation in RMG is in intermediate/level 2 stage, however, the digitization of RMG is at
beginner’s /level 1 where use of smart phones are scarce, only 4% of the studied factories started using smart
phones only to track and monitor productivity but yet not integrated / interfaced with IoT.

The future challenges include:

e Lack of adaptation of atomized machineries, digitization and use of advanced technologies.
e Lack of educated, high skilled workforce

e Political unrest and unfavorable law and order

e Inadequate financial measures

e Leaders lacking in (COB) Change Oriented Leadership Behavioural mindset.
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10. Implications for Practice and Further Research

The implication of the study is to measure the maturity of the digitization through the model explained in
methods. This study generates following questions for further research:

1. Is the manufacturing set up matured enough for digital transformation?

2. Will the digital solution meet company objectives?

3. How are digital transformations strategized?

4. How digital transformations prioritized?

5. What is the estimated time for ROl/break even cost analysis?

6. Why the COB is necessary and why are we failing to adopt this correctly?
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