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ABSTRACT 

 

Abstract of Dissertation entitled “Integrating Knowledge Management into 

Market Orientation: Impact on Hotel Performance” submitted by CHIEN Chun 

Lun, Grace for the degree of Doctor of Philosophy at The Hong Kong 

Polytechnic University in April, 2006. 

 

 Recent research on managing knowledge has focused on its measurement. The 

aims of this study were to develop a measurement scale for the assessment of 

knowledge management (KM) strategy implementation and to test a KM model 

incorporating market orientation (MO) capabilities and organizational performance 

(OP). By placing KM research within a hotel context, the research explored new paths 

for understanding the nature of KM practices in the hotel industry. Specifically, it 

proposed that MO capabilities might integrate with the management practice of 

modern approaches of KM strategies in enhancing the delivery component of OP. 

 The purpose of the study was to investigate the linkage between MO 

capabilities, KM strategies, and hotel performance. This study focused on the 

investigation of hotels in Taiwan at a property level. The study not only aimed at the 

development of a KM measurement scale for hotel use, but also empirically examined 

whether or not KM strategies were an essential function of enhancing a firm’s 

performance by properly aligning MO capabilities. Therefore, objectives of the study 

were to: 1) develop and validate an instrument for the assessment of KM strategy 

implementation in the hotel industry; 2) examine the implementation of KM strategies 

in the hotel industry; 3) revalidate an existing MO scale in a hotel context; and 4) 

examine the relationships between MO, KM, and hotel performance. 
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This study employed a mixture of qualitative and quantitative methods. Two 

stages of a qualitative research, focus group discussions and expert reviews, were 

involved, followed by a quantitative survey research. The study mainly followed the 

procedures suggested by Churchill (1979), Gerbing and Anderson (1988), and Hair, 

Anderson, Tatham, and Black (2002) in scale development and measurement 

purification. The final KM measurement model contained 24 items for hotel use. The 

20-item MARKOR scale was also re-validated in the hotel context, with a total of 15 

items being retained in the final scale. It was found that the surveyed hotels possessed 

superior MO capabilities over implementation of KM strategies. 

 The proposed model included only one exogenous variable: MO capabilities. 

The two endogenous variables were KM strategies and hotel performance. Three hotel 

performance models were investigated: overall hotel performance, a hotel’s room 

performance, and a hotel’s food and beverage performance. Both subjective and 

objective measures of hotel performance were obtained. Subjective measures were 

obtained through the survey, while objective measures were obtained from secondary 

data. 

 Overall hotel performance was measured by combining four self-evaluation 

items of profitability, size of company, market share and speed of growth in the past 

three years compared to those of key competitors. On a 7-point Likert-type scale, 

respondents tended to rate their hotel performance better than their competitors (M > 

4.00). Room performance was assessed through an input-output analysis of yield 

statistics; and “the average food and beverage revenue per square meter” was used to 

explore the contribution of food and beverage revenue in a hotel. Results indicated 

that both a) room and b) food and beverage performances varied to a great extent 

among surveyed hotels. The average yield statistics from 2001 to 2003 was .30 and 
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the average food and beverage revenue per square meter per year during the same 

period was US$2,166. 

Results were consistent across all three final full structure models. Analyses of 

Structural Equation Modeling supported the validity and reliability of the KM and 

MO measurements developed and tested in this study. In addition, significant 

relationships from MO to KM and from MO to hotel performance were supported. 

However, MO was found not to have an indirect effect on hotel performance. In other 

words, KM did not have a direct effect on hotel performance. The mediating role of 

KM was not applicable in all three final full structure models. 

Although the effect of KM on hotel performance was not evident across all 

three performance models in the full structure analysis, four sets of the hypotheses 

were supported in the individual path analysis with latent variables. Results of the 

individual path analysis with latent variables indicated that three significant causal 

relationships, from KM to hotel performance, from MO to hotel performance, and 

from MO to KM, were evident in all three performance models. The mediating role of 

KM on the effect of hotel performance was also supported in the individual path 

analysis with latent variables. 

Results of the present study demonstrated that different analysis methods 

would lead to different results. Thus, one of the academic contributions of this study 

was a methodological implication. The researcher called for caution in the use of 

Structural Equation Modeling (SEM). Future researchers should be aware of the 

differences between a full structure model analysis and an individual path analysis 

with latent variables when adopting a SEM strategy. 

From the managerial perspective, findings gave clear indications that would 

allow interested parties such as hotel operators, consultants, students, and scholars to 

iv 



understand more about the implications of KM strategy implementation and MO 

capabilities on hotel performance. 

 

Key words: Knowledge Management, Market Orientation, Organizational 

Performance, Hotels 
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CHAPTER 1: INTRODUCTION 

 
1.1 Knowledge Economy 

 People often say that today is an era of knowledge and that knowledge is the 

key element to allow many organizations or individuals to remain competitive in the 

marketplace or workplace. Within the last few years, companies, governments, 

institutions, and organizations have demonstrated an increasing interest in the topic 

and the importance of knowledge management (Davenport, 1999; Liebowitz & 

Wright, 1999; Malhotra, 2000). 

 The heightened intensity of market competition and advanced technologies 

have drastically changed the way entrepreneurs manage their companies. The 

manufacturing industry has been the dominant force of economy over the last century 

and has tended to focus on production. Nevertheless, the economy has shifted from 

manufacturing towards knowledge-based goods and services. Since the mid-twentieth 

century, the importance of manufacturing in cities declined significantly (Kim, 2000). 

In 1990 less than 10% of the population in American cities engaged in manufacturing, 

and approximately 34% of the population engaged in services (Kim, 2000). Today, 

services have become the primary sector of the world’s economy, accounting for 

approximately 64% of the world’s estimated gross domestic product (GDP) (Central 

Intelligence Agency, 2004). 

 A famous management thinker, Peter Drucker, commented that the shift from 

commodity economies to knowledge-based economies has given knowledge the 

power to create a new society; and a knowledge society is structured on the basis of 

knowledge (Drucker, 1993). According to Drucker, the traditional resources of 

production – land, labor, and capital – have not disappeared, but they have become 

less important than knowledge; they can be obtained, and obtained easily, provided 
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that there is knowledge. Drucker gave early identification of the trend towards 

“knowledge workers”. Treating knowledge as the fourth essential resource of value 

adding processes has led to major changes in economic and management theories. 

This new definition of knowledge treats knowledge as a utility and the means to 

obtain social and economic results in a knowledge economy. Today’s society is 

structured on the basis of knowledge being specialized and of knowledgeable people 

being specialists; the society empowers knowledgeable people (Drucker, 1993). 

 

1.2 Background of the Research 

Recently, knowledge management that has a potential influence over 

organizational performance (OP) is being moved to the forefront by many scholars 

and practitioners (Malhotra, 2000). The embodiment of the knowledge management 

concept in action has been termed “KM” and it is a new form of strategic management 

which supports collaboration and integration (Gooijer, 2000). KM, which was first 

developed close to a decade ago, is a management approach to organizational 

knowledge creation and management (Nonaka & Takeuchi, 1995). The core elements 

of KM include acquisition, explication and communication of mission-specific 

professional expertise in a manner that is focused and relevant to an organizational 

participant who receives the communication (King, 1999). To make it simple and easy 

to understand, KM includes the organizational practices and tactics that are associated 

with enabling a KM process, which will support an organization’s overall mission by 

identifying, generating, creating, storing, disseminating, transferring, and applying 

knowledge. 

The study and practice of KM has grown rapidly since the 1990s, driven by 

social, economic, and technological trends (Cooper, 2006). The manufacturing sector 
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has demonstrated strong evidence of a positive relationship between KM and OP 

(Claycomb, Droge, & Germain, 2001; Gladstone, 2000; Gupta & Govindarajan, 2000). 

Since the late 1990s, there has been a steady steam of general consultant work and 

research in the area of KM (Mason & Pauleen, 2003) and discussions on the meaning 

and measurement of KM (Darroch & McNaughton, 2001; Lee, Lee, & Kang, 2005; 

Lehr & Rice, 2002; Marr, Gray, & Neely, 2003; Marr & Chatzkel, 2004; Marr & 

Spender, 2004; Mouritsen, Nikolaj, & Marr, 2004); this stream of KM research also 

included the hospitality and tourism industries (Bouncken & Pyo, 2002; Chien & Hsu, 

2003, Chien, Hsu, & Law, 2003, 2005a; Yang, 2004; Yang & Wan, 2004; Yang & 

Standen, 2005). 

In an economic sector dominated by practical businesses, most managers are 

research averse; and there has been a constant tension between academic and industry 

people (Cooper, 2002). Tourism has been slow in adopting the KM approach due to 

not only a lack of gearing between researchers and tourism practitioners, but also to a 

“hostile” knowledge adoption environment (Cooper, 2006). The hotel industry was 

found to lack understanding of the management of knowledge because KM has not 

yet become a common strategic approach used in the industry (Chien et al., 2003). 

Chien and Hsu’s (2003) study called for the development of knowledge strategies that 

would help hotel operators deal with the loss of human capital. 

Aronson (2002) commented that successful managers have always utilized 

knowledge and recognized its value, but these efforts may not be systematic, nor do 

they realize how to ensure that knowledge gained is shared and dispersed 

appropriately for maximum organizational benefits. In addition, KM literature has 

little reliability and validity support for a factor-based structure delineating the 

assessment of KM strategies. No clear guidelines are available for practitioners to 
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follow, and many issues relating to KM remain unclear. A comprehensive assessment 

tool of KM strategy implementation has yet to be developed in management 

disciplines. 

 Market orientation (MO) means “the organizationwide generation of market 

intelligence pertaining to current and future customer needs, dissemination of 

intelligence across departments, and organizationwide responsiveness to it” (Kohli & 

Jaworski, 1990, p. 6). MO is the capability an organization holds, which directs and 

prioritizes market information processing (MIP) activities (Baker & Sinkula, 1999). 

Thus, MO encourages the implementation of marketing concepts; and a 

market-oriented organization is one whose actions are consistent with marketing 

concepts (Kohli & Jaworski, 1990). MO is also a set of continuous processes that is 

vital to the creation of goods and services of superior value offered to customers 

(Kohli & Jaworski, 1990). By this definition, hotels are no doubt in a market-oriented 

business because MO is believed to be a means of gaining consumer satisfaction and 

customer loyalty, thereby creating competitive advantages for the company and 

building a foundation for future success (Kotler, 1997). A popular MO scale named 

MARKOR, developed and validated by Kohli, Jaworski, and Kumar (1993), has been 

adopted by Chien, Hsu, and Law (2005b) and Qu, Ennew, and Sinclair (2005) in their 

hotel studies but have not yet validated in the hospitality and tourism industry. 

In regards to the relationship between MO and OP, there is a wide acceptance 

of the perception that MO is associated with supervisor business performance 

(Agarwal, Erramilli, & Dev, 2003), and empirical research supports that MO enhances 

OP (Deshpande, Farley, & Webster, 1993; Jaworski & Kohli, 1993; Kohli & Jaworski, 

1990; Kumar, Subramanian, & Yauger, 1998; Narver & Slater, 1990; Ruekert, 1992). 

This is because organizations which are market-oriented (i.e., those that track and 
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respond to customer needs and preferences) can better satisfy customers, and hence, 

perform at higher levels (Jaworski & Kohli, 1993). As early as four decades ago, 

Keith (1960) and Levitt (1960) began to stress that MO is the key to company success. 

Raju, Lonial, and Gupta (1995) established that MO is significantly related to selected 

performance dimensions in hospitals. Webb, Webster, and Krepapa (2000) found a 

positive correlation between MO and both customer satisfaction and service quality. 

Other works have illustrated that MO is related to timely delivery, product durability, 

sales growth, market share, profitability, and job satisfaction (Liu, 1995; Tansuhaj, 

Randall, & McCullough, 1991; Wright, Pearce, & Busbin, 1997). 

 The hotel business is a market-oriented business and customers always play an 

important role in the profitability of the organization. Emphases on delivering 

superior quality products and services to customers (Bitner, 1990; Day, 1990; 

Parasuraman, Zeithaml, & Berry, 1985) are not new. Because customer needs and 

expectations continually evolve over time, delivering consistently high-quality 

products and services requires ongoing tracking and responsiveness to changing 

marketplace needs, or being market-orientated (Jaworski & Kohli, 1993). The 

industry has been characterized repeatedly as a people business (Powers & Riegel, 

1994) and placed emphasis on customer satisfaction: a lack of customers results in a 

lack of revenue. Customer care will only increase in importance as economies make 

the shift from manufacturing to service (Greenberg, 2001). A study by Hing, McCabe, 

Lewis, and Leiper (1998) found that the Asia-Pacific region is concentrating on 

infrastructure and market development, and striving to improve professionalism, 

quality standards, and marketing efforts. The hotel industry is a mature sector with 

strong competition, necessitating a range of responses from product or service 

enhancement to greater attention to asset management, MO and technology-assisted 
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operations management (Hing et al., 1998). 

 A market-oriented organization places a unifying focus on individual efforts in 

the delivery of value to customers while also provides the comparative impetus 

necessary to compete with the activities of the competitor (Kohli & Jaworski, 1990). 

Therefore, market-oriented organizations such as hotels are expected to achieve high 

customer satisfaction, to keep existing customers loyal, to attract new customers and 

to subsequently attain the desired growth and market share (Homburg & Pflesser, 

2000). 

 As previously stated, MO is not a discrete phenomenon but a continuous 

process, and the same concept applies to KM. Both KM and MO are therefore 

regarded as organizational behaviors and are assumed to be powerful predictors of OP. 

One of the keys to enhancing OP is to continuously improve the effectiveness of 

operational and managerial processes (Verweire & Van den Berghe, 2003). 

Effectiveness is concerned with performing the appropriate tasks in relation to the 

outputs demanded by the job, and also with the reality of what a manager successfully 

achieves (Drucker, 2004). In other words, managerial effectiveness relates to the 

performance of management process and execution of work, and is measured in terms 

of the results that the manager is expected to achieve. 

 OP has always been a concern for profit-oriented organizations, and hotels 

must be profitable in order to survive in the competitive marketplace. Mullins (1995) 

claimed that attention must be given to the outputs of the job in order to be effective 

in management and managers are judged not only by their own performance but also 

by the results achieved by their subordinate staff. OP is influenced by a complex 

relationship between organizational characteristics and environmental contexts. Thus, 

good MO capabilities and successful implementation of KM strategies are facilitators 
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that minimize the negative effects which may arise from organizational characteristics 

and environmental changes and the creation of competitive advantage. 

 In search of hospitality literature on the relationship between MO and business 

performance, only two studies found a positive and significant relationship between 

MO and hotel performance (Agarwal et al., 2003; Sin, Tse, Heung, & Yim, 2005). The 

fact that there is a weak empirical support for the presumed relationship between MO 

and hotel performance may imply that the relationship between MO and OP is indirect 

in a hotel context. In addition, while research to date has significantly enriched the 

understanding of organizational barriers to the development of MO (Harris & Watkins, 

1998; Harris, 1999), a review of the existing literature indicates that there may be 

other important internal influences on MO which need to be considered in delineating 

the complex interplay between MO and hotel performance (Au & Tse, 1995; Jaworski 

& Kohli, 1993). 

Limited attention to the relationship between KM and MO is unexpected given 

that both KM and MO are important to OP and are, therefore, very likely to be 

influenced by each other (Chien et al., 2005a). Although Sinkula and Noordewier 

(1997) indicated that MO is reflected in knowledge-producing behaviors, little work 

has examined the relationship between KM and MO, either conceptually or 

empirically. Furthermore, little research has been done to consider how the 

relationship between KM and MO influences the successful operation of a hotel 

property (Chien et al., 2005a). 

 

1.3 Problem Statement 

In the Western world, many firms’ KM efforts are thriving in terms of resource 

use, the amount of knowledge captured and distributed, and even the breadth of 
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visibility and acceptance. However, the use of a broader strategic context of KM in 

most firms in the East remains somewhat unknown. KM may even be taking place 

without the knowledge of senior executives, and KM is often not the focus of the most 

important strategic objectives or initiatives that senior executives would name. Thus, 

few firms explicitly employ the idea of “knowledge” in strategy or planning 

documents. 

Various studies have reported consequences relating to effective KM. For 

example, several studies found that KM could create competitive advantages (Carroll 

& Tansey, 2000; Davenport, 1999; Hall, 1993; Powell & Dent-Micallef, 1997; 

Rumisen, 1998; Saka, 2002; Zack, 1999) and that good KM practices could enhance 

OP (Bassi, 1997; Bontis, Crossan, & Hulland, 2002; Comeau-Kirschner, 2000; 

Gladstone, 2000; Gupta & Govindarajan, 2000; Hope & Hope, 1997; Malhotra, 2000; 

Sallis & Jones, 2002; Teece, 1998; Wah, 1999a; Wiig, 1999a). By leveraging an 

organization’s resources, KM practices show an organization’s ability to handle new 

challenges and opportunities within the marketplace. 

However, there has been an important debate regarding the extent of the 

influence of KM. Davenport (1999) is among one of the few KM scholars who stated 

that KM could not in practice be tied directly to performance. The assumption that 

KM and performance were positively and unconditionally related is subject to 

challenge (Claycomb, Droge, & Germain, 2001; Kalling, 2003). Claycomb et al.’s 

(2001) empirical findings on 208 manufacturing firms suggested that with some types 

of environmental uncertainty, there is a conditional relationship between KM and 

market performance. The association between application of process knowledge and 

firm’s market performance is positive and statistically significant when demand 

unpredictability or product uncertainty is high, but not when it is low. Their findings 
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contradicted the idea that firms must continually adapt all of their internal structures 

and processes to deal with dynamic environments. Rather, the combination of the 

extent of environmental uncertainty and the type of knowledge applied by the firm 

(i.e., supply chain process knowledge with suppliers, company structure and customer 

knowledge) determine the knowledge-performance relationship. 

Kalling (2003) also argued that current research into KM fails to recognize 

and offer a detailed understanding about the role of knowledge in improving a firm’s 

performance. Kalling’s (2003) findings were based on an empirical study of three 

knowledge ventures (production knowledge, supply chain knowledge and product 

design knowledge) within a European manufacturing company, representing more 

than 60 production units in 30 countries, predominantly in Western Europe. The result 

indicated a managerial challenge to increasing profits through KM. He further 

evidenced that organizational activities always require knowledge, but that all 

necessary knowledge is not always utilized. Furthermore, utilization of knowledge 

does not always result in profits. In Kalling’s study, it was found that the majority of 

managers and staff were not keen on the idea of using knowledge. His study is 

qualitative in nature, and the case study design limits the ability to generalize findings 

into a broader context. 

While the determinants of MO have been the subject of research effort 

(Jaworski & Kohli, 1996), internal organizational influences on business performance 

have been the focus of researchers’ attention (Qu et al., 2002, 2005). Antecedents to 

the effects of MO and determinants of business performance, such as learning 

orientation (Slater & Narver, 1995; Baker & Sinkula, 1999) and market planning 

(Pulendran, Speed, & Widing, 2003), have also been investigated. 

According to Day (1994) and Slater and Narver (1995), sound interpretive and 
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memory functions of market information processing (MIP) are regarded as essential 

for creating a superior MO. Day (1994) also stated that the success of these functions 

is dependent on the often tacit decision rules for selecting or rejecting information, the 

mental processes in transforming information into knowledge, and the prevailing 

assumptions about how customers and competitors would react to actions taken by the 

firm in response to new information (Day, 1994). However, market-oriented firms 

such as hotels may not possess superior interpretive and memory functions in their 

MIP systems. Biased interpretive and memory MIP functions may lead to the 

misinterpretation and inadequate storage of distributed information. Flawed, 

incomplete or distorted mental models do not prevent market-oriented firms from 

taking action and such models may lead to failure of the business. Further evidence by 

Day (1994) supported that many organizations were unaware of the flaws and 

distortion. Therefore, this study theorized that good KM practices would result in the 

successful leveraging of the use of organizational resources among departments, 

including the behaviors and processes that accompany a MO. 

A majority of researchers perceived a positive effect of MO on OP (Agarwal et 

al., 2003). In search of literature on the relationship between MO and business 

performance in the hotel sector, seven studies were found (Au & Tse, 1995; Agarwal 

et al., 2003; Chien et al., 2005b; Sargeant & Mohamad, 1999; Sandvik & Sandvik, 

2003; Sin et al., 2005; Tse, Sin, Yim, & Heung, 2005). However, a majority of these 

studies indicated a weak and/or insignificant relationship between MO and hotel 

performance (e.g., Au & Tse, 1995; Chien et al., 2005b; Sargeant & Mohamad, 1999; 

Sandvik & Sandvik, 2003). Thus, there is a need for re-examining the MO-OP 

relationship in hotels. 

Challenges facing the hotel industry are not unique. Like other business 
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sectors, hotels are pressed by increased competition, the rapid growth of globalization, 

the development of information technology (IT), and the rising importance of 

knowledge. Hotels are a market-oriented industry not only because it is an industry 

engaged in multi-departmental activities but also because it is customer focused. The 

hotel business is people-oriented and is naturally service-orientated and 

labor-intensive. There is no doubt that the hotel business favors the allocation of 

available resources in its quest to achieve high ratings in customer satisfaction and 

profit generation. MO capabilities are essential for customer satisfaction and/or 

profitability in hotel operations. 

A large body of research theoretically and empirically asserts a positive 

relationship between MO and OP (Armstrong, 1982; Jaworski & Kohli, 1993; Kohli 

& Jaworski, 1990; Lusch & Laczniak, 1987; Narver & Slater, 1990; Narver, Slater, & 

Park, 1991; Slater & Narver, 1994). This relationship is the reason why MO has 

received considerable attention from both academics and practitioners alike over the 

past few decades and the trend reflects a widespread acceptance of its importance. 

Building on the initial research of Kohli and Jaworski (1990), Narver and Slater 

(1990), and Kohli et al. (1993), significant progress has been made in understanding 

the conceptualization and measurement of MO and evaluating its impact on business 

performance (Qu et al., 2002). 

 KM remains an emerging concept with many ideas or theories yet to be tested 

in different sectors of the economy, many issues yet to be resolved, and many lessons 

yet to have taken place (Beckman, 1999). Although many research projects have 

conceptually and empirically shown a positive relationship between KM and OP 

(Bassi, 1997; Bontis et al., 2002; Comeau-Kirschner, 2000; Gladstone, 2000; Gupta & 

Govindarajan, 2000; Hope & Hope, 1997; Malhotra, 2000; Sallis & Jones, 2002; 
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Teece, 1998; Wah, 1999a; Wiig, 1999a) and a positive relationship between MO and 

OP (Armstrong, 1982; Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Lusch & 

Laczniak, 1987; Narver & Slater, 1990; Narver et al., 1991; Slater & Narver, 1994), 

no study has theoretically proposed nor empirically demonstrated the relationships 

among KM strategies, MO capabilities and hotel performance. 

This research sought to develop the essential elements of a scale through a 

field survey in measuring the implementation of KM strategies in hotels. The 

development of this measurement would be useful from both operational and 

managerial points of view. This new measure of KM, based on the four previously 

defined dimensions of KM in culture, leadership, technology, and measurement 

(American Productivity and Quality Center, 2001; Coukos-Semmel, 2002; Davenport, 

1999; Davenport & Prusak, 1998; O’Dell & Grayson, 1998a, 1999), was developed 

alongside testing of reliability and construct validity. 

In response to a continuing reticence to specify how KM actually strengthens 

positive financial and operational results of service organizations, this research also 

attempted to verify the proposed model: that MO was postulated to be a major 

influencer on hotel performance, with KM being a significant component. The 

relationships among KM, MO, and OP were examined and a model was formulated 

that considered the impacts of KM and MO on OP in a hotel context. MO capabilities, 

together with KM strategies, were expected to deliver higher levels of organizational 

performance than either can expect to do independently. 

 The Taiwanese hotel industry was the setting for research into this relationship 

and was worthy of investigation because Taiwan is a relatively new tourist destination. 

Taiwan, a leaf-shaped island straddling the Tropic of Cancer, is a mere 160 kilometers 

across the Taiwan Straits from Mainland China’s Fujian Province. For centuries 
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Taiwan has been known to the west as “Formosa”, a name derived by 16th century 

Portuguese mariners who, on first sighting the island, named it “Ilha Formosa” or 

“Beautiful Island” (Tourism Bureau of Taiwan, 2005a). 

 Low-cost, high-volume, export manufacturers contributed to Asia’s growth in 

the 1970’s. In the 1980’s, manufacturers embraced high technologies; but in the 

1990’s, services began to take center stage in Asia. Among East Asian regions, Taiwan 

is no exception and has followed the pattern by abandoning low-end manufacture in 

favor of the higher returns offered by services (Selwyn, 1991). When the majority of 

manufacturing companies in Taiwan began to move their plants to Mainland China, 

attracted by lower labor and production costs, the Taiwan government turned its 

attention to tourism development in the hope of achieving its goal of turning the 

island into one of the major economic powers of the Asia-Pacific region. Hospitality 

and tourism development has thus become essential to Taiwan’s economy. For this 

reason, the hotel industry in Taiwan has being chosen as the population of the study. 

 

1.4 Purpose and Objectives of the Study 

 The purpose of the study was to investigate the linkage among KM strategies, 

MO capabilities, and hotel performance. This study focused on the investigation of 

hotels in Taiwan at a property level. Because KM and MO are decisions that are 

usually formulated at the corporate level, one might question the appropriateness of 

measuring the concepts at the property level. Both KM and MO are management 

processes including formal and informal practices. Property level staff generally 

implements corporate level decisions. Since the focus of the study was to examine the 

implementation of the two management processes and their impacts on individual 

business performance, it was considered appropriate to use individual property hotel 

 13 
 



as the unit of analysis. The study not only aimed at the development of a KM 

measurement scale for hotel use, but also empirically examined whether MO 

capabilities could achieve the essential function of enhancing a firm’s performance by 

integrating KM. Therefore, objectives of the study were to: 

(1) develop and validate an instrument for the assessment of KM strategy 

implementation in the hotel industry; 

(2) examine the implementation of KM strategies in the hotel industry; 

(3) revalidate an existing MO scale in a hotel context; and 

(4) examine the relationships among KM, MO, and hotel performance. 

An overview of this research is shown in Figure 1.1. 
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Figure 1.1: Overview of the Research Flow 
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1.5 The Proposed Model 

 This study focused on the understanding of KM in a market-oriented business, 

the hotel industry, by examining the effects of KM and MO on business performance. 

Among the central concepts framing this study were MO capability, KM strategy 

implementation, and hotel performance. Their relationships are mirrored in the 

proposed model in Figure 1.2. Because each of the concepts in this model is highly 

complex, concepts in the hypothesized model are defined and discussed in detail in 

Chapter 3. 

 

Knowledge 
Management 

Hotel 
Performance 

Market 
Orientation 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.2: Proposed Model of the Relationships among Knowledge Management, 

Market Orientation, and Hotel Performance 

 

1.6 Significance of Research 

 This research was significant in several aspects and contributed to the 

literature both in theory and industry practice. The significance of this study is based 

on the uncontested pressure the global economy has placed on organizations to 

enhance their competitive advantages in the marketplace and to exploit the properties 

 16 
 



of their intangible assets: knowledge. 

 Although the literature has documented positive relationships between KM 

and OP and between MO and OP, no empirical research was found on the focused 

relationships among KM, MO, and OP. This lack of research is even more prevalent in 

the context of hotels and the understanding of KM strategy implementation. By 

exploring the effects of KM and MO on OP, this thesis held four major anticipated 

contributions. 

 First, this study examined an emerging field, KM, which was currently limited 

to abstract concepts, ideas, frameworks and models. There was a need for research to 

discover how the indicators of KM enable or constrain the management of knowledge 

related to MO. The present and future success of hotels is based less on the strategic 

allocation of physical and financial resources, and more on the strategic management 

of organizational knowledge. This study examined within the hotel context, a 

relatively new area of management and organizational studies at the forefront of 

scholarly attention. 

 Second, the results of the scale development provided hospitality researchers, 

hotel practitioners, and consulting companies with a valid measurement, which can be 

used to evaluate the implementation of KM strategies in operating hotels. In other 

words, the KM scale developed is a tool of hotel assessment on the management of 

organizational knowledge. In social science, a theory is often explained by a series of 

constructs but usually the measurement of hypothetical constructs can only be 

achieved indirectly with one or more manifested indicators that should adequately 

represent that construct (Chen & Hsu, 2001). Thus, Chen and Hsu (2001) urged the 

importance of deriving a statistically significant measurement scale embodying 

various observable indicators that best explain the construct before testing the theory. 

 17 
 



Because no relevant KM implementation measurement scale has been rigorously 

developed and validated, a multiple-attribute measurement was developed to assess 

KM practices of operating hotels. 

  Third, this study developed a model which sought to make theoretical 

contributions particularly relevant to hotel companies. Thus, this study also extended 

the existing state of knowledge in KM from an academic standpoint. This research 

enhanced the current literature by developing a model, which was based on a 

synthesis of existing literature and industry practices, to assess the relationships 

among KM, MO, and OP. 

 On the applied side, hoteliers can make use of both KM and MO instruments 

and the model in their workplaces. Therefore, the fourth anticipated contribution was 

twofold. First, this study can potentially serve as a reference guide for hotel managers 

involved in KM or MO projects or those who are considering employing a KM or MO 

initiative. This study not only documented practical issues in the implementation of 

KM strategies in a hotel context but also offered hoteliers a tool of an assessment on 

MO capabilities. Second, this study developed a model which sought to make 

managerial implementations particularly relevant to hotel companies and their units 

seeking to understand how KM can enhance the relationship between MO and OP, by 

using the tested model to extend hotel managers’ understanding of the effects of KM. 

 Because KM shows a firm’s practice of managing knowledge that would 

potentially affect organizational performance, it is anticipated that results of this 

research could enhance hoteliers’ understanding of the power of knowledge-sharing, 

and seriously consider a formal implementation of KM strategies to enhance the 

learning and sharing among executives, managers, and staff to maximize 

organizational performance. 
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1.7 Definition of Terms 

 Several terms articulating the theories and concepts in this study were defined 

for their meaning and domain specifications. 

 

1.7.1 Knowledge 

Knowledge is defined as information combined with experience, context, 

interpretation and reflection, and is a high-value form of information possessed by 

people. Knowledge is ready to be applied to business processes, decisions, and actions 

(Nonaka, 1994). 

 

1.7.2 Organizational Knowledge 

Organizational knowledge, the type of knowledge being examined in this 

study, is shared knowledge that individuals come to understand, interpret, and apply in 

a particular organizational context (Bhatt, 2000). Organizational knowledge can be 

created through social interaction at which the knowledge created or stored by 

individuals is transformed and legitimized (Nonaka, 1994). 

 

1.7.3 Knowledge Management (KM) 

 Knowledge management is a management process of capturing knowledge 

gained or created by individuals and spreading it to others in the organization. 

According to Wiig (1994), knowledge management is a process that helps 

organizations identify, select, organize, store, disseminate, and transfer important 

knowledge and expertise that are part of the organization’s memory and that typically 

reside within the organization in an unstructured manner. Knowledge management 

focuses on identifying knowledge, explicating it in such a way that it can be shared in 
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a formal or informal manner, and thus leveraging its value through the reuse of 

knowledge (Wiig, 1994). This process enables effective and efficient problem solving, 

dynamic learning, strategic planning and decision-making. Knowledge management is 

a means to promote organizational learning, leading to further knowledge creation 

(Aronson, 2002). In line with these views, the definition of knowledge management is 

the organizational practices or processes for the generation, identification, creation, 

storage, sharing, and application of knowledge within the organization. 

 

1.7.4 Market Orientation (MO) 

 Market orientation is the generation, distribution, and use of market 

intelligence in response to customer and competitor influences (Kohli & Jaworski, 

1990; Kohli et al., 1993). In other words, market orientation is the capabilities that an 

organization possesses to attract, serve, satisfy, and retain customers. Intelligence is 

defined as the ability to apply knowledge to manipulate one’s environment 

(Merriam-Webster’s Collegiate Dictionary, 1993). 

 

1.7.5 Organizational Performance (OP) 

 Regardless of the type and size of an enterprise, organizational performance is 

always a concern of the overall management of the business. Because hotels are 

profit-oriented organizations, sales maximization or profitability has always been the 

most important company objective or goal for most hotel businesses. Hotel 

performance is often assessed from a business performance perspective. In particular, 

this study evaluated hotel performance through three different perspectives: a) 

self-evaluated performance, b) an input-output analysis of yield statistics, and c) food 

and beverage revenue per square meter. Yield statistics and food and beverage 
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revenue per square meter were chosen in this study to measure revenue achievement 

from the perspective of supply and demand in rooms and food and beverage services, 

respectively. In addition to objective performance evaluations, subjective performance 

evaluations such as managers’ perceived company performance in profitability, 

company size, market share and speed of growth were also examined in this research. 

 

1.8 Organization of the Thesis 

 This thesis is composed of eight chapters. The first chapter introduces the 

background of the study and provides the purpose and objectives of the study. 

Research contributions and definitions of terms used in this study are stated at the end 

of Chapter 1. Chapter 2 is a literature review of the concepts related to KM, MO, and 

OP in relation to hospitality and tourism disciplines. Chapter 2 also introduces the 

tourism development and hotel businesses in Taiwan, in addition to the current 

development of KM in Taiwan. Chapter 3 represents the model formulation. Chapter 4 

represents the research methodology used in the study, followed by Chapter 5 which 

reports the research results and discussions from a two-stage qualitative study. The 

results and analyses of the main survey are presented in Chapter 6, followed by 

Chapter 7, the discussions. Lastly, conclusions, implications and limitations of the 

study, together with directions for future research are discussed in Chapter 8.
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CHAPTER 2: REVIEW OF LITERATURE 

  

 Concepts related to knowledge, management philosophies, MO and 

performance evaluations are reviewed in this section. Chapter 2 also represents the 

literature of KM in relation to the hospitality and tourism disciplines. An overview of 

the tourism development and hotel businesses in Taiwan can also be found in this 

chapter in addition to the current development of KM in Taiwan. 

 
2.1 Knowledge vs. Organizational Knowledge vs. Intellectual Capital 

 The following subsections explore some basic ideas and concepts about 

knowledge, organizational knowledge and intellectual capital that are often seen in 

today’s scholarly work. 

 

2.1.1 Knowledge 

The study of knowledge as a concept is not new (Davenport & Prusak, 1998). 

Definitions of knowledge range from practical to conceptual to philosophical, and 

from narrow to broad in scope (Beckman, 1999). The terms “information” and 

“knowledge” are often mistakenly used in an interchangeable way. Knowledge and 

information may be difficult to distinguish at times because both are more valuable 

and involve more human participation than mere raw data (Stewart, 1997, 2001). 

However, there is a clear distinction among data, information, and knowledge 

(Aronson, 2002). Figure 2.1 shows the relationship among data, information, and 

knowledge. While data comprises a collection of facts, measurements, and statistics, 

information can be classified as organized or processed data (Aronson, 2002). 

“Information is that commodity capable of yielding knowledge, and what information 

a signal carries is what we can learn from it” (Dretske, 1981, p. 44). Information is a 

 22 
 



flow of messages, while knowledge is created and organized by the very flow of 

information, and this understanding emphasizes an essential aspect of knowledge that 

relates to human action (Nonaka, 1994). Thus, knowledge is information that is 

contextual, relevant, and actionable (Aronson, 2002). 

 

 

 

 

 

 
Relevant and actionable data 

Processed 
Relevant and 
actionable 

INFORMATION
 
KNOWLEDGE 

 
DATA 

Figure 2.1: Data, Information, and Knowledge 

Source: Aronson (2002, p. 389). 

 

According to Aronson (2002), knowledge has strong experiential and 

reflective elements that distinguish it from information in a given context. Having 

knowledge implies that it can be exercised to solve a problem, whereas having 

information does not carry the same connotation. The ability to act is an integral part 

of being knowledgeable. For example, two people in the same context with the same 

information may not have the same ability to use the information to the same degree 

of success. Hence, there is a difference in the human capability to add value. The 

differences in ability may be due to different experiences, different training, and 

different perspectives. While data, information, and knowledge may all be viewed as 

assets of an organization, knowledge provides a higher level of meaning than data and 

information. It conveys meaning, and hence tends to be much more valuable. 

Knowledge implies an implicit understanding and experience that can discriminate 

between its use and misuse. 

One must treat knowledge as living and active, rather than simply as a passive 
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collection of records stored in huge data warehouses or repositories. Knowledge is 

information in action (O’Dell & Grayson, 1998a). Knowledge can be further 

interpreted in terms of potential for action and distinguished from information in 

terms of its more immediate link with performance (Malhotra, 2000). This 

interpretation is consistent with what the information systems scholar Charles W. 

Churchman had observed three decades ago in his book, The Design of Inquiring 

Systems: Basic Concepts of Systems and Organizations. In it, he stated that 

“Knowledge resides in the user and not in the collection of information…it is how the 

user reacts to a collection of information that matters” (Churchman, 1971, p. 24). 

Nonaka and Takeuchi (1995) stated that computers are merely tools in maximizing 

information-processing capabilities. While information generated by computer 

systems is not a very rich carrier of human interpretation for potential action, 

knowledge resides in the user’s subjective context of action based on the information 

(Nonaka & Takeuchi, 1995). 

In conclusion, knowledge includes information and data that have been 

organized and analyzed to make them understandable and applicable to problem 

solving, decision making, learning and teaching, and to actively enable performance 

(Beckman, 1997; Turban, 1992). Knowledge consists of truths and beliefs, 

perspectives and concepts, judgments and expectations, methodologies, and 

know-hows; and is possessed by humans, agents, or other active mediated tools such 

as computers. In other words, knowledge is used to determine what a specific 

situation means and how to handle it (Wiig, 1993). Knowledge also evolves over time 

with experience, allowing it to connect new situations and events in context (Aronson, 

2002). Knowledge is distributed by way of individuals, groups, procedures, norms, 
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work-practices and technical artefacts such as internal and external information 

repositories. 

 

2.1.2 Knowledge as Intangible Assets 

Contemporary analyses of business strategies used focus heavily on intangible 

resources that are believed to be central to a firm’s longevity; and such intangible 

resources include knowledge. These resources, such as standardized operation process 

or work flow, may not be legally owned by the firm or stated in the financial 

statements but are used within the processes of product design, development, 

manufacturing, or bringing the products or services to the market (Heene, 1997). 

 Merriam-Webster’s Collegiate Dictionary (1993) defines intangible as 

“incapable of being defined or determined with certainty or precision”. Lev (2001) 

agreed with Merriam-Webster that intangible assets cannot be determined with 

certainty or precision. However, he believed that they could be defined. He stated, 

“assets are claims to future benefits, such as the rents generated by commercial 

property, interest payments derived from a bond and cash flows from a production 

facility. An intangible asset is a claim to future benefits that does not have a physical 

or financial (stock or a bond) embodiment” (Lev, 2001, p. 5). From this standpoint, a 

patent, a brand and a unique organizational structure (for example, an Internet-based 

supply chain) that generate cost savings are all intangible assets (Lev, 2001). 

 Lev (2001) stated that all three terms – intangibles, knowledge assets, and 

intellectual capital – are widely used among scholars and practitioners, e.g., 

intangibles in accounting literature, knowledge assets by economists and intellectual 

capital in the management and legal/accounting literature. However, they refer 

essentially to the same thing: a nonphysical claim to future benefits. Once the claim 
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has been legally secured or protected, such as in the case of patents, trademarks, or 

copyrights, the asset is generally referred to as intellectual property. 

 

2.1.3 Explicit Knowledge vs. Tacit Knowledge 

People may know more than they can convey (Polanyi, 1966). Knowledge that 

can be expressed in words and numbers only represents a certain part of the entire 

body of possible knowledge (Nonaka, 1994). Polanyi (1998) first conceptualized 

human knowledge into two categories in 1958: explicit knowledge and tacit 

knowledge. Explicit or codified knowledge refers to knowledge that is transmittable 

in a formal, systematic language. By contrast, tacit knowledge has a personal quality 

which makes it difficult to formalize and communicate. Tacit knowledge is deeply 

rooted in action, commitment and involvement in a specific context. 

Polanyi (1966, 1998) articulated the content of explicit and tacit knowledge in 

a philosophical context; and Nonaka (1994) and Nonaka and Takeuchi (1995) further 

expanded Polanyi’s idea in a more practical direction. According to Nonaka (1994), 

explicit knowledge is discrete or “digital” and it is captured in the form of the 

historical records found in libraries, archieves, and databases. It is assessed on a 

sequential basis. Tacit knowledge is a continuous activity of knowing and embodies 

what Bateson (1987) referred to as an “analogue”. In this context, communication 

between individuals may be seen as an analogue process that aims to share tacit 

knowledge to build mutual understanding. This understanding involves a kind of 

“parallel processing” of the complexities of current issues, as the different dimensions 

of a problem are processed simultaneously. Explicit knowledge deals with more 

objective, rational, and technical aspects such as data, policies, procedures, software, 

and documents; tacit knowledge is usually in the domain of subjective, cognitive, and 
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experiential learning (Nonaka & Takeuchi, 1995). 

Tacit knowledge involves both cognitive and technical elements (Nonaka, 

1994). A cognitive element is based on Johnson-Laird’s (1983) “mental models”, in 

which human beings form working models of the world to create and manipulate 

analogies in their minds; these working models include schemata, paradigms, beliefs, 

and viewpoints that provide “perspectives” that help individuals perceive and define 

their world. The cognitive element of tacit knowledge refers to an individual’s images 

of reality and visions for the future, that is, what is and what ought to be (Nonaka, 

1994). By contrast, the technical element of tacit knowledge covers concrete 

know-hows, crafts, and skills that can be applied to specific contexts. 

 

2.1.4 Organizational Knowledge 

 Every organization holds valuable intellectual materials in the forms of assets 

and resources, tacit and explicit perspectives and capabilities, data, information, and 

knowledge. Knowledge is created by humans, and an organization cannot create 

knowledge without human action. The organization supports creative individuals or 

provides a context for such individuals to create knowledge. Knowledge refers to the 

sum of what is known: familiarity, awareness, or understanding gained through 

experience, that is, in a business context, guides operations and administrative 

processes (Liebowitz & Wright, 1999). Knowledge, which can also be defined as 

information combined with experience, context, interpretation, and reflection, is a 

high-value form of information processed by people that is ready to be applied to 

business processes, decisions, and actions (Nonaka, 1994). 

The idea of tacit and explicit knowledge transfer processes by Nonaka and 

Takeuchi (1995) has offered a pragmatic foundation in the management of 
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organizational knowledge. Organizational knowledge creation, therefore, should be 

understood in terms of a process that “organizationally” amplifies the knowledge 

created by individuals, and crystallizes it as a part of the knowledge network of 

organization (Nonaka, 1994; Nonaka & Takeuchi, 1995). Nonaka (1994) further 

explained that organizational knowledge can be created through social interaction at 

which point the knowledge created or stored by individuals is transformed and 

legitimized. There are two levels of social interaction: informal and formal. An 

informal community of social interaction provides an immediate forum for nurturing 

the emergent property of knowledge and developing new ideas at different units of the 

organization. Since this informal community might span organizational boundaries, 

for example to include suppliers, customers, business partners, or even competitors, it 

is important that the organization is able to integrate appropriate aspects of emerging 

knowledge from the market into its internal strategic development. If this is done 

effectively, new knowledge associated with more advantageous organizational 

processes or technologies will be able to gain a broader dissemination within the 

organization. On the other hand, formal provisions to build knowledge at an 

interorganizational level such as the formation of alliances or outsourcing can span 

the link between informal communities of interaction. 

In the business sector, knowledge is now being perceived as a valuable 

organizational asset (Drucker, 1993; Stewart, 1997, 2001). It is not just another 

resource alongside the traditional factors of land, labor, and capital; rather, Drucker 

(1993) claimed that it is the only meaningful resource in today’s workforce. However, 

unless managed effectively, knowledge may not transfer into intangible valuable 

assets, that will succeed in making an organization more competitive and productive 

(Capon, Farley, Lehmann, & Hulbert, 1992; Chiesa, Coughlan, & Voss, 1996; Skyrme 
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& Amidon, 1997). 

 

2.1.5 Intellectual Capital 

 Capital has always played an important role in the theories of economic 

growth. According to Stewart (2001), at the core of KM is the simple observation that 

any tangible assets belonging to an organization, such as cash, land and buildings, 

plant and equipment, and other balance-sheet items, are substantially less valuable 

than the intellectual capital not carried on their books. 

Intellectual capital is another term for knowledge, and implies there is a 

financial value to that knowledge (Aronson, 2002). Intellectual capital is “the sum of 

everything everybody in a company knows that gives it a competitive edge. Unlike 

the assets with which business people and accountants are familiar − land, factories, 

equipment, cash − intellectual capital is intangible” (Stewart, 1997, p. ix-x). 

“Intellectual capital is intellectual material − knowledge, information, intellectual 

property, experience − that can be put to use to create wealth” (Stewart, 1997, p. x). 

Brooking (1996) defines intellectual capital as “the combined intangible assets which 

enable the company to function” (p. 12). 

 The term “intellectual capital” first appeared in 1958 when two financial 

analysts described the stock-market valuations of several small, science-based 

companies which included Hewlett-Packard among them (Stewart, 2001). However, 

the idea lay dormant for a quarter of a century. Later, the idea became widely 

acknowledged in the 1980s. Karl-Erik Sveiby, the principal of a consulting firm in 

Sweden, was inspired by the anomalous stock-market behaviors of 

knowledge-intensive companies and began an investigation that produced the first 

analysis of the nature of intellectual capital in 1987 (Stewart, 2001). 
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 Stewart (1991) wrote an article on intellectual capital for Fortune, which was 

to draw attention from the mainstream businesses. In Japan at about the same time, 

Ikujiro Nonaka and Kirotaka Takeuchi developed the idea that one of the primary 

activities of companies and a principal means by which they create wealth is to create 

knowledge. In the United States (U.S.), artificial-intelligence specialists learned how 

to turn human expertise into software, and reengineering consultants discovered that it 

was possible to improve companies’ speed and performance by managing the flows of 

information and knowledge that ran through them. A number of organizations have 

examined the concept of intellectual capital in practice and it now has the potential of 

becoming a first global standard. Table 2.1 illustrates three popular taxonomies of 

intellectual capital, as summarized by Sveiby (1998). 

 

Table 2.1: Three Conceptual Frameworks for Intangible Assets Compared 

Sveiby (1997a) Kaplan and Norton (1992)  Edvinsson and 
Malone (1997) 

Competence of Personnel Customers Perspective Human Capital 

Internal Structure Internal Processes Perspective Structural Capital 

External Structure Learning and Growth Perspective Customer Capital 

Source: Sveiby (1998). 

 

2.1.5.1 Sveiby’s Taxonomy 

 In 1987, Sveiby convened the Konrad Group, a Swedish consulting company, 

and devised a taxonomy for intellectual capital (Stewart, 2001). The group proposed 

intellectual capital as knowledge assets, consisting of three families of intangible 

assets in employee competence, internal structure and external structure. 

 The group claimed these knowledge assets determine the success or failure of 
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an organization (Sveiby & Lloyd, 1987; Sveiby, 1997a; Stewart, 2001; Sallis & Jones, 

2002). A good example of the existence of knowledge assets in the hospitality 

industry is McDonald. Sveiby believes McDonalds’ most valuable components of 

intangible assets are its brand name and franchise network, both external structures 

(Sveiby, 1997a). 

 

2.1.5.2 Kaplan and Norton’s Taxonomy 

 The balanced scorecard (BSC) approach by Kaplan and Norton (1992) was 

introduced in recognition of the change taking place from investing and managing 

physical assets to exploiting intangible assets (Kaplan & Norton, 1996a, 1996b). The 

BSC is a framework that translates a company’s strategic objectives into a coherent 

set of performance measures, in addition to measuring organizational performance. 

The BSC supplemented traditional financial measures with criteria that measured 

performance from three additional perspectives – those of customers, internal business 

processes, and learning and growth. The BSC enables companies to track financial 

results while simultaneously monitoring progress in building the capabilities and 

acquiring the intangible assets needed for future growth. Much more than a 

measurement exercise, the BSC is a strategic management system that pulls people 

toward the overall vision (Kaplan & Norton, 1992, 1993, 1996c). 

 From a customer perspective, the BSC requires that managers translate their 

general mission statement on customer service into specific measures that reflect the 

factors that really matter to customers, such as on-time delivery, value for money, and 

customer satisfaction. From the perspective of an internal business process, the BSC 

requires managers to identify measures of what the company must have internally to 

meet its customers’ expectations, such as technology capability; and it implies what 
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processes and competencies a company must put in place in order to excel. The third 

perspective, learning and growth, refers to a company’s ability to improve, innovate, 

and learn, which ties directly to a company’s value. The abilities to launch new 

products and services, create more value for customers, improve operating 

efficiencies, and empower workforce are all indicators of learning and growth 

(Kaplan & Nortan, 1992, 1993). 

 The BSC was developed in the U.S. in the 1990s, independently from the 

Swedish efforts of the time. The emergence of two similar categorizations 

independent of each other, one in Sweden and one in the U.S. is encouraging because 

it suggests a certain robustness. The categorization of intangibles in assets, capital, 

foci, structures, perspectives or other labels, is now widespread (Sveiby, 1998). 

 

2.1.5.3 Edvinsson and Malone’s Taxonomy 

 Edvinsson, an executive at Skandia, an insurance and financial services 

company in Sweden, applied the BSC concept to Sveiby’s taxonomy and published it 

in a supplement to Skandia’s Annual Report, using the word "intellectual capital" 

instead of the accounting term "intangible assets" (Edvinsson & Malone, 1997). 

Edvinsson later persuaded his management to appoint him as the Director of 

Intellectual Capital and Skandia became the business world’s most conspicuous 

laboratory for intellectual capital studies (Stewart, 2001). 

Every company has three forms of intellectual capital embedded in its people, 

its structures and its customers. The three items originating from Sveiby’s model of 

intellectual capital are now usually referred to using Edvinsson’s terms – human 

capital, structural (or organizational) capital, and customer (or relationship) capital 

(Edvinsson & Malone, 1997; Stewart, 2001). Human capital is the knowledge, skills, 
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experience, intuition, and attitudes of the workforce (Stewart, 1997) and can be 

enhanced by increasing the capacity of each worker (Teo, 1998). Structural capital 

includes patents, copyrights, and information-age assets such as databases and 

software. Customer capital is the value of an organization’s relationships with the 

people with whom it does business (Stewart, 1997). Customer capital is also the 

likelihood that customers will keep doing business with the company (Edvinsson & 

Malone, 1997). 

 Almost all explicit knowledge belongs to the domain of structural capital, 

including documents, databases, intellectual property, manuals, formula, recipes, and 

procedures. Contracts with customers and employees could be considered as explicit 

forms of human and customer capital (Stewart, 1997). 

 

2.2 Management Philosophies 

 Three big ideas that have fundamentally changed how organizations run in 

recent years are Total Quality Management (TQM), Business Process Reengineering 

(BPR), and KM. In this section, the development of the three management 

philosophies is presented. 

 

2.2.1 Total Quality Management 

 The first idea was TQM, pioneered by Joseph M. Juran (Stewart, 2001). Juran 

established a theory of quality management, control, and improvement cycles. He is 

seen by many as the "father" of quality, a quality "guru" and the man who taught 

quality to the Japanese in the 1950s. By the 1960s, Juran began to report on the new 

ideas on quality coming out of Japan. The concept of quality swept through Japan, 

transforming that nation from postwar recession into industrialization. Later, the 
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concept of TQM rolled back to the West in the late 1970s (Stewart, 2001). TQM can 

be defined as a satisfaction of social shareholders via the implementation of effective 

planning, programs, policies, and strategies, as well as using human and other assets 

efficiently and continually within an organization (Arasli, 2002). TQM requires the 

application of quality management principles to every branch and at every level of the 

organization. Everyone should be committed to continuous improvement in his or her 

part of the operation (Augustyn, 1998). Using the principle of TQM, companies such 

as Xerox and Motorola rebuilt themselves from the ground up, and in the process 

demonstrated to American businesses a way to achieve competitiveness (Stewart, 

2001). 

 

2.2.2 Business Process Reengineering 

 The second big idea was “reengineering” or BPR (Stewart, 2001). Conceived 

by the academically minded Thomas Davenport and popularized by Michael Hammer, 

reengineering used the emerging power of IT as a means with which to destroy old 

bureaucracies and paper-pushing management systems (Stewart, 2001). Thomas 

Davenport was a professor and the director of the Information Systems Management 

Program at the University of Texas, Austin, U.S.A. Hammer was formerly a professor 

of computer science at the Massachusetts Institute of Technology, and he is the 

founder and director of several high technology companies. In contrast to the 

traditional emphasis on continuous marginal improvements in existing processes, 

Malhotra (2000) described the proponents of BPR, emphasizing an IT-intensive and 

radical redesign of business processes. The proponents of BPR proposed a clean-slate 

approach to re-building the company’s information architecture and information 

strategy by rethinking the company’s business in terms of business processes rather 
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than discrete functions and hierarchies. However, an overemphasis on IT at the cost of 

human involvement and commitment resulted in major implementation failures of 

BPR initiatives to the tune of 70% (Malhotra, 2000). 

 

2.2.3 Knowledge Management 

 There were some problems with the proposed paradigm of BPR, as it could 

not scale to the later shift to the networked paradigm enabled by the Internet and 

World Wide Web (Malhotra, 2000), the time for electronic commerce or e-commerce 

(Davenport, 1999). This was the time that came the third big idea called KM. 

Scholarly work in KM is vast, with multiple principles contributing to the many 

approaches to the subject. In the management arena, the field of KM began with the 

learning organizations. Senge’s (1990) book, “The Fifth Discipline: The Art and 

Practice of the Learning Organization”, planted the seed for later contributions that 

began to identify knowledge as an element of the learning organization 

(Garcia-Murillo & Annabi, 2002). A discipline does not mean an “enforced order” or 

“means of punishment”, but “a body of theory and technique that must be studied and 

mastered to be put into practice” (Senge, 1990, p.10). A discipline is “a developmental 

path for acquiring certain skills or competencies” (Senge, 1990, p.10). Most 

importantly, Senge’s book presented a framework for turning businesses and other 

large organizations into learning organizations, as a strategy for success. The basic 

meaning of a learning organization is “an organization that is continually expanding 

its capacity to create its future” (p. 14). The framework consists of five disciplines, the 

fifth discipline being systems thinking, or the analysis of the activities of the 

organization using the methods of system dynamics. The other four disciplines are 

personal mastery, mental models, shared vision, and team learning. However, he 
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added that it is not enough for such an organization merely to survive. 

Thus, with the advanced technology, network systems, and e-commence, KM 

is the idea provoking the richest and deepest discussions in the management of 

business and economics today. Davenport and Prusak’s (1998) work was one of the 

earlier contributions to the study of KM. Further work started to split between those 

scholars who focused on the codification of knowledge and those who emphasized the 

sharing of knowledge (Garcia-Murillo & Annabi, 2002). Scholars who concentrated 

on codification were also interested in technology and this was the area that received 

the greatest attention from firms that spent millions of dollars upgrading their 

technologies to capture and spread knowledge. The sharing of knowledge has been 

developed more recently as a way of fostering collaboration and idea generation in 

organizations (Garcia-Murillo & Annabi, 2002). 

 DiMattia and Oder (1997) argued that KM resulted from two fundamental 

shifts: downsizing and technological development. During the 1980s, downsizing was 

the popular strategy designed to reduce overheads and increase profits. However, the 

negative consequences of this technique soon became evident (Forbes, 1997; Piggot, 

1997). The downsizing strategy resulted in a loss of important knowledge, as 

employees left and took with them the knowledge that they had accumulated over the 

years. As a result, management was forced to undertake a “KM” approach in an effort 

to retain employee knowledge for the benefit of the company. Moreover, the rapid 

growth and development of technology and its valuable roles of extending the reach 

and enhancing the speed of knowledge generation, codification and transfer led to a 

deluge of information and knowledge flows resulting in a demand for a different kind 

of management. 

 Change is continuous through the development of new management concepts, 
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and the hotel industry is no exception. Evidence has shown that hotel organizations 

had followed previous attempts of management philosophy evolution to implement 

business strategies of TQM (Arasli, 2002; Augustyn, 1998; Callan, 1994; Camison, 

1996; Cheung & Law, 1998; Hubrecht & Teare, 1993; Michaelides, 1994; Motwani, 

Kumar, & Youssef, 1996; O’Neill, Watson, & McKenna, 1994; Soriano, 1999; Watson, 

McKenna, & McLean, 1992) and BPR (Lian, 1999; Hall, 1999; Sill & Decker, 1999; 

Yee, Silver, Hume, & Sheridan, 1999). 

Like its predecessors, TQM, re-engineering and electronic commerce 

(e-commerce), KM as currently practiced is characterized by terminologies, 

approaches, strategies, initiatives, or methods. A separate organizational unit created 

based on this concept is called a KM office and its team leader is named Chief 

Knowledge Officer (CKO) or Knowledge Manager. Sub-concepts, such as 

“knowledge sharing” and “organizational learning”, have been advanced and 

researched by academics, consultants, and leading practitioners as well. 

 

2.3 Meaning of Knowledge Management 

 Following the recent development of management philosophies, attention is 

given to the meaning of KM. There is no common agreement on the definition of KM 

(Beckman, 1999; Davenport, 1999; Malhotra, 2000). From the perspective of 

organizational behavior, managing intellectual capital and know-how is more 

commonly known as KM, and KM is an organizational imperative (Arora, 2002). 

Whether or not formal KM programs, approaches, initiatives or strategies are put into 

place within an organization, the notion of KM is both a theoretical and practical 

response to the needs of the knowledge era and the explosion in information. 

Coukos-Semmel (2002) examined the processes and strategies of KM used in the U.S. 
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research universities and claimed that KM actually resided within the institutions even 

if a formal KM program had not been implemented. Some institutions manage 

knowledge more efficiently than others, and the quality of KM is facilitated by the 

presence of enabling management strategies related to leadership, culture, technology, 

and measurement (American Productivity and Quality Center, 2001; Coukos-Semmel, 

2002; Davenport, 1999; Davenport & Prusak, 1998; O’Dell & Grayson, 1998a, 1999). 

 

2.3.1 The Importance of Knowledge Management 

The realization of the value of knowledge assets is essential for business 

executives. Today’s businesses must position themselves within these new economic 

realities; and leveraging brainpower through KM is one way to start the process of 

change (Bassi & Van Buren, 2000; Wah, 1999a). The business environment has 

become increasingly uncertain in recent years because of economic downturn, wars, 

and unfamiliar diseases; therefore, the ability to anticipate problems and to solve 

problems becomes valuable. A successful firm is one that can live with uncertainties 

and incorporate them with knowledge resided within the organization in the 

decision-making process. All firms make strategic decisions, but smart 

decision-making lies at the heart of organizational knowledge and its management. 

 In addition, organizations have become bigger and more complicated over the 

past 25 years (Knowles, 1996). This trend has been a source of competitive advantage 

to some firms, but it has also caused great difficulties to others. It has led to a 

managerial information gap between the overall corporate view of the organization 

and a detailed working knowledge of the business at all levels. KM was introduced to 

fill this gap, with attempts to maximize organizational performance using an effective 

and efficient process. 
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 According to a report “Employment and Growth in the Knowledge-based 

Economy” released by the Organization for Economic Co-operation and Development 

(OECD, 1996), more than 50 percent of the Gross Domestic Product in major OECD 

countries was directly based on the production, distribution and use of knowledge and 

information. Based on the findings, Wah (1999a) further commented that there were 

four implications for these economies and other followers: a) investment in 

knowledge can increase productivity and innovation; b) investment in knowledge can 

lead to increasing returns; c) investment in knowledge can sustain long-term 

economic growth; and d) knowledge does not depreciate in the same way that raw 

capital does. 

 In today’s business environment, enterprises must be able to manage changes 

using innovation and creativity (Carr & Johansson, 1995). Innovation is becoming a 

major driving force for individual companies and the entire economy and is a vital 

factor for enterprises to succeed (Bixler, 2002). Creativity can be characterized as a 

process toward achieving an outcome recognized as innovative (Edmonds & Candy, 

2002). Managers must align strategies, processes, and resources to focus directly on 

innovation and technology in order to succeed. An enterprise’s viability and success 

depend directly on the competitive quality of its knowledge assets and the successful 

application of these assets in all its business activities. This requires strong leadership, 

communication and enterprise-wide collaboration. KM is emerging as a major enabler 

in fulfilling this requirement for enterprise innovation. Through a well-structured KM 

system and proper tools, innovation will become pervasive in an enterprise (Bixler, 

2002). 
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2.3.2 Knowledge Management as Strategic Management 

 KM is not only a management concept but also a management strategy or 

approach. KM and strategic management are inseparable. According to Knowles 

(1996), to apply a strategy to an organization implies that the organization’s 

executives must try to allocate resources, establish policies and procedures, assign 

responsibilities, and give directions to the organization; and the strategy reflects the 

previously defined corporate mission and objectives. The purpose of KM is to assist 

the leadership of an organization in helping it to adapt continuously to its changing 

environment, so that it can enjoy a strong, growing and long life in the marketplace. 

The fundamental task for executives is to enable the organization to adapt to meet 

changing opportunities and threats. Thus, the managerial capabilities possessed by 

executives play an important role in the practice of KM; and leadership quality gives 

KM an important role to play in strategic management. 

Davenport (1999) believed that if a concept such as KM was to have a broad 

impact, it must be integrated with the firm’s existing strategic direction or propelled it 

into a new one. He also stated that KM must affect the most important areas of the 

business, improve the firm’s most critical objectives, and be viewed as an integral part 

of strategic business initiatives. Through such integration of KM, the ongoing 

strategic objectives, core competencies, and employee capabilities will be transformed 

and the organizational performance will be improved. If knowledge and strategy have 

only been weakly linked, connections between KM and OP are increasingly difficult 

to establish. 

 Successful twenty-first century organizations, small businesses and large 

corporations alike, will be those that make the best use of their knowledge for 

strategic purposes and use it to create competitive advantage or sustain additional 
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value for their stakeholders (Quinn, Anderson, & Finkelstein, 1996; Saint-Onge, 1996; 

Sallis & Jones, 2002; Stewart, 1997). The ability of organizations to manage their 

knowledge effectively is thought to be a crucial competency in the rapidly changing 

global markets. Organizations must efficiently and effectively capture (identify and 

generate), create, store, share (disseminate and transfer), and apply organizational 

knowledge and expertise in order to remain competitive and successful (Carroll & 

Tansey, 2000; Hall, 1993; Powell & Dent-Micallef, 1997; Rumisen, 1998; Saka, 2002; 

Zack, 1999). 

 

2.3.3 Knowledge Management Characteristics 

 Organizations have distinctive characteristics associated with their role in 

promoting KM. The root of knowledge as a concept goes way back to Plato in 400 

B.C. Plato defined knowledge as “justified, true belief” (Takeuchi & Nonaka, 2000; 

Wheatley, 2000). However, KM, which Business Week defined as the idea of 

capturing knowledge gained by individuals and spreading it to others in the 

organization, is heralded today as one of the newest ideas in business management 

(Takeuchi & Nonaka, 2000). Based on the reflections of KM studies, key KM 

characteristics are summarized. 

 

2.3.3.1 Knowledge is Created by Human Beings 

 “Knowledge sharing is a human behavior” (Ives, Torrey, & Gordon, 2000, p. 

99). If one wants to work with knowledge, one must attend to human needs and 

dynamics (Wheatley, 2000). At the root of KM is the increased recognition that 

knowledge sharing is a human behavior and cannot be fostered without trust and care 

(Ives et al., 2000). Sharing insights and best practices is a human behavior that is 
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critical to the success of any KM system, yet the culture of the firm is also a key 

consideration. The cultural issue has been examined by many KM scholars and 

practitioners as the main obstacle to implementing KM because, for most firms, 

facilitating the capture of useful business knowledge represents a major change in 

employee behavior (Ives et al., 2000). In a 1997 survey of Fortune 1,000 executives, 

97 percent of respondents said there were critical business processes that would 

benefit from more employees having the knowledge that was currently limited to only 

a few people, and 87 percent said costly mistakes occurred because employees lacked 

the appropriate knowledge when it was needed (Chase, 1997). 

 

2.3.3.2 Everybody is a Knowledge Worker 

If everyone is assumed to be creating knowledge, the organization has a 

responsibility to provide open access to information for everyone; and knowledge is 

assumed to be found everywhere in the organization, and not just limited to a few 

functions or a specific group of people (Wheatley, 2000). A common problem in most 

KM programs is that individuals do not share their knowledge (Skyrme, 2000). The 

truly difficult part is convincing employees to share what they know rather than hoard 

knowledge to protect their standing in the organization (McWilliams & Stepanek, 

1998). However, it was found that people are willing to share what they know if they 

think it is important to the work, if they feel encouraged to learn, and if they want to 

support a colleague. Some of the conditions that make people willing to learn and 

share their learnings are: a) when people understand and support the work objective or 

strategy; b) when people understand how their work adds value to the common 

objective; c) when people know and care about each other and feel personally 

connected to their leaders; and d) when people feel respected and trusted (Skyrme, 
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2000). Some companies depend on a new type of executive, CKO or Knowledge 

Manager, to implement KM programs. The CKO or Knowledge Manager is a person 

who is empowered to break down hierarchies, unlock the knowledge and skills of the 

staff and to channel these assets across networks such as the World Wide Web (Web). 

Human skills, intuition and wisdom are replacing physical capital as the most precious 

of all corporate resources. Knowledge managers seek to disperse these assets 

throughout the company and spin them into innovations (Gross, 2000). 

 

2.3.3.3 Knowledge Management is not only about Technology 

Web connections are the technical solution to support the idea of KM and 

organizations are looking at ways to channel the Internet's vast resources with a view 

to cutting costs, building profits, spotting market trends early, swapping product and 

service tips with customers and suppliers and speeding new products to market. For 

many companies, implementation of these ideas involves no less than a sweeping 

change in corporate culture, towards a knowledge-sharing culture. KM also means 

tearing down walls between departments and individuals, both inside and outside the 

company. For KM starters, this might mean something as simple as conducting 

in-house "audits" to inspect who knows what inside the company and sharing it on the 

company's Intranet. 

 

2.4 Knowledge Management Strategies 

KM strategies are about how an organization uses KM methods, activities, 

tools, processes and practices to achieve business objectives by leveraging its people, 

resources, and business processes. Thus, one important aspect of effective KM 

strategies is the requirement to deal with the complexity of how people use their 
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minds, that is, to understand how people think when it comes to conducting their work 

for the benefit of the organization (Coukos-Semmel, 2002). Organizational knowledge 

is an important sub-concept in KM. Organizational knowledge is shared knowledge 

that individuals come to understand, interpret, and apply in a particular organizational 

context (Bhatt, 2000). KM practices are observable actions that range from broad, 

corporate strategies to more individualized practices or behaviors; they are 

organizational actions that aim at the development of an infrastructure that is 

dedicated to the management of organizational knowledge and includes a range of 

procedures, routines, work habits, and tools in operation (Chauvel & Despres, 2002).  

KM strategies include practices and behaviors categorized into four domains: culture, 

leadership, technology, and measurement of performance (American Productivity and 

Quality Center, 2001; Coukos-Semmel, 2002; Davenport, 1999; Davenport & Prusak, 

1998; O’Dell & Grayson, 1998a, 1999). Each of these domains is defined by a set of 

behaviors or tactics, and promotes an integrated approach towards managing an 

organization’s information and knowledge assets. 

The culture domain represents the customary practices of a corporation 

(DeTienne, Dyer, Hoopes, & Harris, 2004). For the purpose of enabling organizational 

knowledge growth, one of the key issues for an organization is to cultivate its 

employees towards adopting a learning and sharing attitude within the organization 

(So & Bolloju, 2005). In an organization with a knowledge-sharing culture, people 

would share ideas and insights because they see it as natural, rather than something 

they are forced to do (Kannan & Akhilesh, 2002). In such a collaborative environment, 

employees are most likely to help each other to meet customers’ needs. Yang’s (2004) 

study confirmed that the enhancement of customer services could proceed through 

knowledge sharing amongst hotel managers and employees. A knowledge-sharing 
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culture is also a key element in the prevention of human capital loss because it allows 

employees to learn and transfer their skills, knowledge, and experience to others in the 

organization. 

While a favorable learning and sharing environment is critical to the success 

of KM, the process cannot be sustained without leadership. Leadership is also 

considered as an important domain in the practices of KM because leaders have a 

direct impact on the organization’s culture and how the company approaches and 

deals with KM (DeTienne et al., 2004). A study of 431 U.S. and European 

organizations confirmed that more than 67% of surveyed executives admitted that 

their number one obstacle to KM – culture – could be overcome by more deliberate 

management (Ruggles, 1998). Leadership is also critical to the overall success of any 

KM program (DeTienne et al., 2004). Strong leadership can help employees 

understand what to capture for the benefit of the organization. Top management 

should lend full support to KM strategies, because as “knowledge guardians” they 

constantly probe the unknown to get their team thinking about new ideas. 

 The third domain is technology. KM is not only about technology but also 

utilizes technology, such as Web connections, to create an Intranet environment for 

the purpose of communication. If people are not communicating, they are not sharing 

knowledge. In KM strategy implementation, relationships are built to force people to 

connect with each other. Technology itself does not connect people but the 

relationships do (Wheatley, 2000), and technology helps build the channels for 

connections. 

The fourth domain is the measurement of performance of KM practices. As 

stated in the first chapter, the balance of wealth has shifted from physical resources to 

the development of knowledge assets in the knowledge economy (Sallis & Jones, 2002). 
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Thus, in order to understand what values are to be placed on the contribution of 

knowledge to an organization, it is worth discussing the principles of performance 

measurement for KM practices. By understanding the indicators of measuring the 

contribution of knowledge to an organization, proven practices can be identified. And, 

when proven practices in field operations are re-used, knowledge developed during 

various formal and informal procedures can be further incorporated into management 

(Pyo, Uysal, & Chang, 2002). Reuse of already proven knowledge and readiness of 

knowledge to be used have been confirmed to be the major benefits of KM (Bouncken 

& Pyo, 2002). Tourism scholars such as Bouncken and Pyo (2002) advocated the 

importance of KM in view of the fact that effective KM could also contribute to 

operational benefits and establish competitive advantages over competitors in the 

hospitality and tourism industry (Bouncken & Pyo, 2002). Details on the current 

adoption of KM in the hospitality and tourism industry are discussed in the following 

section. 

 

2.5 Knowledge Management in Hospitality and Tourism 

 The importance of KM is evolving without a doubt. As previously stated, KM 

refers to knowledge-oriented strategies and is one of the favorite contemporary 

business strategies. Service industries other than tourism, including IT companies, 

consultant companies and companies offering professional services, such as 

accounting, law and medicine, have been the dominant force behind the practice and 

implementation of KM strategies over the last decade. Even though traditional 

product-oriented strategic management tools, such as TQM, still have a lot to offer to 

the service sector, there is a growing awareness that know-how adds significantly to 

the value of business performance. 

Recent research, mainly inspired by the development of “knowledge-based” 
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and “intelligent-based” strategic management theories, has demonstrated that building 

and sustaining competitive advantages through KM becomes a common theme for 

service companies. In service industries, products are enhanced by services and the 

value added offers to the market no longer lie in the physical products but in the 

services that surround customers. Therefore, the management of service knowledge 

and the management of customer knowledge should be shared and promoted among 

managers and employees within the service organization. 

 Tourism is a component of the service industry. As a part of the tourism 

industry, hotels place an important role in the generation of tourism revenues. 

Understanding how organizational knowledge resources can be managed is as 

essential for knowledge-based companies as it is for traditional service firms such as 

hotel establishments. If businesses, such as IT, consultant, and professional services 

companies, have successfully improved the efficiency and effectiveness of their 

organizations through sound KM strategies, it is at least the time for both hotel 

practitioners and academia to better understand the implementation status of KM 

strategies in the hotel sector. 

 The hotel industry puts emphasis on human capital because most hotel owners 

and operators usually hire people based on their experience, intelligence and/or 

education to provide a combination of products and services, such as a nice meal with 

table-service, a clean hotel room with turndown bed service, and a martini with a 

sympathetic ear and cheerful smiles (Davenport & Prusak, 1998). For example, hotel 

managerial staff in rooms and sales work by using their competencies in the asset 

management of room supply, demand, and price (Angelo & Vladimir, 1994; 

Schmidgall, 1997). Increasingly, knowledge and related intangibles not only make 

businesses profitable but also are part or all of the “products” that firms offer 
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(Davenport & Prusak, 1998). From this perspective, hotel managers are encouraged to 

be seriously involved in the practice of knowledge capturing for better customer 

satisfaction (Yang, 2004). Hoteliers should have always sought, used and valued 

knowledge like professionals in other business sectors. While business performance in 

terms of the number of rooms occupied, meals sold, and drinks served can be easily 

measured, the service performance in terms of the quality of products and services 

provided in hotels is tied to hotel managers and employees who possess the necessary 

working knowledge. Therefore, the implementation of KM strategies continues to be a 

challenging task for most hotel organizations. 

With technological advancements, KM systems are able to accelerate the 

manipulation and analysis of data and integrate different types of information, such as 

facts and personal recounts of experiences. Researchers have introduced KM and 

discussed its possible applications in tourism and hospitality (Bouncken, 2002; 

Bouncken & Pyo, 2002; Chien & Hsu, 2003; Chien et al., 2003; Cho & Leung, 2002; 

Gronau, 2002; Kahle, 2002; Liu, 2002; Magnini, Honeycutt, & Hodge, 2003; Pyo, 

Uysal, & Chang, 2002). In particular, a KM system, Knowledge Café, developed by 

Gronau (2002) primarily helps manage explicit knowledge and contains layers of 

sources, repositories, taxonomy, services, applications, and user interfaces. Other 

possible applications of KM systems in hospitality firms are business planning, 

decision making, service operations, quality improvement, and reaction to emergency 

cases (Gronau, 2002). IT-based KM systems in the tourism industry have also been 

discussed, including data mining (Cho & Leung, 2002; Magnini et al., 2003), expert 

systems (Crouch, 1991; Law & Au, 1998; Ngai & Wat, 2003), destination marketing 

information system (Ritchie & Ritchie, 2002), marketing decision support systems 

(Wöber, 2003), and knowledge mapping for tourist destinations (Pyo, 2005). Gupta 
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and Govindarajan (2000) indicated that the Marriott International hotel chain installed 

a “Codification System” to virtually convert employees’ knowledge about hotel 

day-to-day operations and standard operation procedures into a knowledge repository 

platform to provide consistent customer services across the organization. Marriott also 

designed a reward system for those who shared, created, and mobilized new 

knowledge that is relevant to their business. This is one of the hotel practices in 

measuring the performance of knowledge sharing and retention. The Ritz Carlton 

hotel group also has a similar practice in place (Leonard & Straus, 1997; Sveiby, 

2001). Both examples serve to enhance customer loyalty through detecting and 

recording their guests’ special interests and requests at the first encounter in order to 

provide a personalized service on their return. Although these studies did not 

explicitly use the term “KM”, they represent KM systems (Pyo, 2005). 

 

2.5.1 Knowledge Management System and Tourism 

The tourism industry has traditionally been both service-based and 

product-based; and with the exception of travel distribution systems and business 

administration, most tourism and hospitality enterprises have been slow to take up 

many of the products involved in a knowledge economy (Cooper, Prideaux, & 

Ruhanen, 2003). Kahle (2002) argued that today’s tourism industry is a 

knowledge-based industry, mainly due to the fact that recent developments in 

information processing and knowledge production and transfer have implications for 

processes and relations in the tourism industry. Major changes include the structure of 

transaction costs, the increasing importance of networks and the impact of the 

conditions of knowledge transfer on inter-industrial relations (Kahle, 2002). 
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 Kahle (1995) discussed the concepts of mental (cognitive) models in tourism. 

Mental models can be understood as the landscape of a person’s concepts and their 

interrelations. They are strongly influenced by individual experiences and the 

socialization process. Mental models are fundamental in people’s understanding of the 

world and their strategies to cope with the environment. In the context of tourism, 

tourists are confronted with very dissimilar mental models. Although various mental 

models help produce different ideas and concepts, they may also produce more 

misunderstanding and mistrust between tour operators and tourists and can lead to 

conflicts. Kahle (1995) argued that if anyone involved in tourism planning could 

understand and internalize the concept of different mental models, degrees of mistrust 

would be minimized and more efficient operation of tours could be indicated. Kahle 

(2002) further stressed that the knowledge orientation of the tourism industry depends 

on the recognition of trust as a major factor in tourism industry relations. 

 Cho and Leung (2002) discussed knowledge discovery techniques in database 

marketing for the tourism industry. Data mining deals with the complex task of 

extracting and managing any potential knowledge embedded inside databases. Cho 

and Leung (2002) introduced some common techniques in data mining, such as 

regression analysis, decision trees, probabilistic rules, and neural networks. Once the 

relevant attributes for each cluster have been located, new marketing strategies can be 

planned to enhance a company’s competitive advantage. In tourism destination studies, 

if potential correlation between information search modes and destination choices can 

be identified, a more effective communication program can be put in place. Important 

performance indicators such as profit margins, sales volume, and occupancy rates can 

also be analysed using probabilistic rules or regression analysis. Data mining 

techniques are used to help tourism and hospitality managers in their decision-making 
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in relation to marketing issues such as sales force management, forecasting and cost 

savings. 

Other IT-specific strategies are also being pursued by the tourism industry in 

the context of KM. For example, Amadeus is a leading tourism company using the 

KM concept in IT. Cendant Corporation is also one of the few organizations that have 

been particularly progressive in the area of KM. 

Amadeus’s comprehensive data network and database, amongst the largest of 

its kind in Europe, serve over 48,400 travel agency locations and some 8,200 airline 

sales offices worldwide. Through the Amadeus system, travel agencies and airline 

offices are able to make bookings with over 500 airlines, representing more than 95 

percent of the world’s scheduled airline seats. This KM system also has access to over 

51,000 hotels and 48 car rental companies serving 23,500 locations, and serves newer 

provider groups, including ferry, rail, cruise, insurance, and tour operator (M2 

Presswire, 2000). 

Cendant Corporation is a consumer-service company that provides access to 

travel, shopping, automobile, dining, timeshare exchange, and financial and other 

services (Cendant Corporation, 2003). Like most leading travel distribution 

companies, it has amassed large volumes of data in the company data warehouses. 

Cendant analyzes the data using data-mining tools to establish patterns and recognize 

themes and relationships, to identify new opportunities to target potential customers 

and to refer existing customers to its subsidiaries (Connolly & Olsen, 2000). Cendant 

Corporation is the parent company of many of the world's largest travel and service 

companies. Among their subsidiaries are Century 21, one of the world's largest real 

estate agencies; AVIS Rent a Car System, Inc., the world's second largest general car 

rental company; and Budget Group Inc., another of the world's leading vehicle rental 
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companies. With nearly 6,600 Century 21 brokerage offices in more than 25 countries 

and territories, 18,000 Avis employees, and 3,200 Budget locations in 128 countries, 

each subsidiary needs a way to communicate more effectively with globally dispersed 

franchisees (Latitude Communications, 2003). 

Cendant forms strategic alliances whereby referral relationships can be 

established between non-competing companies or subsidiaries so that these companies 

can receive the same benefits as Cendant and maintain competitive parity (Connolly 

& Olsen, 2000). For example, if a traveler makes repeated trips to a specific city and 

rents a car from AVIS but does not stay in a Cendant hotel, one must question why. 

Could it be that this individual is unfamiliar with Cendant family hotels? Cendant will 

take opportunities like this to promote its hotels and offer the traveller a special rate to 

introduce him or her to its product offerings. Similarly, if a customer uses its Century 

21 real estate services to buy a home that is several hundred miles away from his or 

her existing residence, it is likely that this individual may require overnight lodging 

during the relocation process. This is another value-added service that Cendant can 

provide by treating its customer data as corporate assets and using them to generate 

new business by referring customers across product lines. These relationship-building 

and customer referral services are powerful concepts that few have mastered 

(Connolly & Olsen, 2000). 

Another recent development of recommender systems for the tourism industry 

is reviewed by Burke (2000, 2002) for the study of KM systems. Tourism web sites 

have incorporated recommender systems that provide advice to users about products 

in which they might be interested. Recommender systems adopt the concept of “user 

preferences” for the purpose of suggesting items to purchase or examine and these 

have become fundamental in e-commerce and information access applications, 
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providing suggestions that effectively prune large amount of information so that users 

are directed toward those items that best meet their needs and preferences (Burke, 

2000, 2002). When a user expresses needs, benefits or constraints (i.e., attributes) 

using his or her language, the system matches the request with items in the catalog 

that are described with the same attributes (Ricci & Venturini, 2002). 

A variety of approaches have been introduced to perform recommendations, 

including content-based, collaborative, knowledge-based and other techniques, such 

as intelligent technique. To improve performance, these methods have sometimes 

been combined in hybrid recommender systems. The two most recent recommender 

systems in tourism are TripMatcher, provided by Triplehop Technologies with the 

URL of http://www.ski-europe.com (Delgado & Davidson, 2002; Ricci, 2002; Ricci & 

Venturini, 2002) and VacationCoach’s MePrint with the URL of 

http://www.travelocity.com (Ricci, 2002; Ricci & Venturini, 2002). 

While Travelocity is classified as mainly a content-based system (Ricci & 

Venturini, 2002), TripMatcher is considered as a hybrid recommender system. By 

leveraging artificial intelligence, TripMatcher captures and predicts users' interests 

through a combination of content filtering, collaborative filtering and click stream 

analysis (Triplehop Technologies, 2003). Another novel hybrid recommender system, 

Entrée, combines knowledge-based recommendation and collaborative filtering and 

was developed to recommend restaurants (Burke, 2002). However, the database in the 

restaurant recommender Entrée has not been updated since 1996 so it is not very 

useful as a practical tool anymore, but it is an excellent demonstration of the 

recommender idea (Burke, 2003). 

Experience and results from travel sites such as www.ski-europe.com have 

shown that customers who get personalized suggestions from the TripMatcher 
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recommendation system are, on average, 70% more likely to make a purchase 

(Triplehop Technologies, 2003). Recommender systems are able to match users’ 

preferences, reduce information overload, increase conversation, promote customer 

loyalty, and most importantly, speed up the decision-making process by showing an 

increase in look-to-buy ratio of almost five folds when compared to normal purchases 

on an e-commerce site (Delgado & Davidson, 2002). As suggested by Law (2003), 

further industrial applicability to various recommender systems has to be determined. 

Nations, such as Italy and Singapore, have given attention to KM strategies in 

the support of tourism development. Italy has not been a leader in the modern 

information industry. However, this country is rich in history and many foreigners are 

interested in knowing more about Italy, so both the Italian government and the 

European community have allocated funding for the development of electronic 

contents regarding cultural heritage. Such databases are important tools for tourism 

industry operators and tourists (Matarese, 2000). The Singapore Tourism Board has 

announced its support for the development of wireless applications in tourism to 

encourage local enterprises to explore innovative ways to provide services to visitors 

in Singapore, with the purpose of enhancing Singapore’s image as a global meeting 

place (Jimenez, 2002). Developments of information services in Italy and Singapore 

have implied the need and use of KM strategies with respect to the global tourism 

industry. 

 

2.5.2 Knowledge Management Studies in Hotels 

Several KM strategy implementation studies were found in the hotel context 

(Bouncken, 2002; Bouncken & Pyo, 2002; Chien & Hsu, 2003; Chien et al., 2003; Liu, 

2002; Yang, 2004; Yang & Wan, 2004; Yang & Standen, 2005); and all these studies 
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indicated that a thorough understanding of the KM concept is essential for the 

hospitality industry in today’s knowledge-based economies. Three studies (Bouncken 

& Pyo, 2002; Chien & Hsu, 2003; Chien et al., 2003) indicated that hotel practitioners 

were not sufficiently familiar with KM. Bouncken and Pyo (2002) evidenced that many 

hotel practitioners considered knowledge and information transfer to be relevant 

management concepts; however, they were confronted with too many and unclear KM 

strategies, activities, and implementation techniques, and therefore rejected the idea of 

implementing any KM strategy. Chien and Hsu’s (2003) study provided a 

comprehensive review of workforce downsizing literature to help hotel 

owners/operators understand and evaluate two aspects of the impact of downsizing: 

management and operational controls. They suggested that hoteliers should adopt KM 

to effectively manage an organization’s human capital and to remain competitive by 

retaining knowledge in the organization. They specifically stated that the loss of human 

capital as a result of downsizing could have affected not only surviving employees’ 

attitudes toward their jobs and the organizational climate but also the overall level of 

customer satisfaction. 

A similar study by Chien et al. (2003) was inspired by a lack of understanding 

about the role of KM by the hotel industry. The focus of the paper was on why hoteliers 

should adopt KM and build knowledge assets to retain a competitive position in the 

marketplace. They also suggested that future empirical research on the initiation and 

execution of KM strategies in operating hotels was indeed needed to further advance a 

theoretical framework for understanding how hotel managers could effectively utilize 

KM strategies to maximize organizational performance. Chien et al. (2003) specifically 

suggested seven approaches and three measures of KM strategies for hotel use based on 

the three forms of intellectual capital (human, structural, and customer capitals) 
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proposed by Edvinsson and Malone (1997) and Stewart (2001). Another suggestion by 

Chien et al. (2003) was a 10-step procedure of introducing KM strategies to hotels. 

Liu’s (2002) quantitative study examined the learning and knowledge sharing 

practices of hotel managers and employees and found that the current hotel 

environment in Taiwan was conducive and favorable to a formal implementation of 

KM strategies. Liu’s study concluded that an organization should create a culture that 

provides employees with more opportunities for knowledge sharing, and should 

capture and reward initiative, innovation, and learning. 

A similar study by Yang (2004) examined the extent of two selected hotels’ 

implementation of organizational learning and knowledge capturing by 

semi-structured interviews, with 21 hotel managers and front-line employees in 

Taiwan. Yang’s qualitative findings confirmed that (1) the concepts of organizational 

learning and knowledge capturing are intertwined; and (2) the enhancement of 

customer services could proceed through knowledge sharing amongst hotel managers 

and employees. A follow-up study further examined the implementation of KM 

practices in four other international five-star hotels in Taiwan using the same method 

with 35 hotel managers and front-line employees (Yang & Wan, 2004). Results 

showed that (1) all 35 interviewees agreed that sharing, acquiring, and storing 

job-related knowledge was both important and necessary, and anticipated that 

implementation of KM practices would be beneficial to the hotels; (2) KM practices 

did exist informally to a certain extent in the four surveyed hotels; (3) major obstacles 

inhibited the effectiveness of the KM implementation process in hotels; and (4) a 

significant difference in opinion existed between managers and operational staff in 

relation to the type of knowledge that should be shared. Hotel managers were strongly 

in favor of the createion of a learning culture that provides employees with more 
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opportunities for knowledge sharing, acquiring, and storing (Yang & Wan, 2004). 

A recent study of Yang and Standen (2004) empirically examined how 

organizational culture with a focus on collaboration and certain types of leadership 

roles significantly affected knowledge sharing. Their study showed a strong 

relationship between collaborative culture and knowledge sharing. Leadership roles in 

terms of facilitator, mentor and innovator were positively correlated with knowledge 

sharing effects, but a negative relationship was found between a monitor role and 

knowledge sharing. 

Bouncken (2002) identified distinctive characteristics of KM in hotels and 

provided structural recommendations to the implementation of KM. Bouncken argued 

that KM strategies and structural aspects in hotel operations differ significantly from 

other industries’ requirements. Four distinctive characteristics of knowledge that were 

identified based on complex work processes in hotel service offerings were (a) 

task-specific knowledge, (b) task-related knowledge, (c) transactive memory, and (d) 

guest-related knowledge. 

First, task-specific knowledge contains “the specific procedures, sequences, 

actions and strategies to fulfil a task” (Cannon-Bowers & Salas, 2001, p. 196). 

Task-specific knowledge enhances employees’ mental capacity to listen to guests, 

fulfil specific preferences, act in a friendly manner and develop new or alternative 

service operations (Bouncken, 2002). The service quality perceived by guests can be 

improved by the level of employees’ task-specific knowledge (Bouncken, 2002). 

Second, task-related knowledge contains individuals’ shared knowledge not of 

a single task, but of related tasks, e.g., the form of teamwork in a firm (Rentsch, 

Heffner, & Duffy, 1994). Task-related knowledge is about shared values, norms and 

beliefs among colleagues (Cannon & Edmondson, 2001). For example, at Hyatt hotels, 
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employees believe that a great hotel should offer more than a good night’s sleep, and 

this concept can be reinforced in daily departmental “line-ups” attended by all 

employees (Bouncken, 2002). 

The third characteristic of knowledge is called transactive memory (Bouncken, 

2002) defined as the decentralized knowledge of other organizational members’ 

cognitive knowledge (Wegner, 1987), which can be found in all team structures and 

hotel chains (e.g., in front- and back-office teams and between hotel managers in 

different regions or countries) (Bouncken, 2002). Bounken stressed that the 

importance of transactive memory lies in the circumstances required by working 

partners to understand others’ knowledge, preferences, weaknesses, and work values. 

A transactive momory corresponds to the notion of “know-who” or the ability to find 

the right person for a specific task. In particular, the time and intensity of interaction 

among employees promotes the generation of a transactive memory system. While 

working together for a long period, each employee using transactive memory has a 

better understanding of the others’ idiosyncratic knowledge and competencies. 

Knoweldge in the concept of transactive memory can be task-specific, task-related, or 

useful across a variety of tasks (Bouncken, 2002). 

The fourth distinctive characteristic of KM strategy implementation in hotels 

is the importance of guest-related knowledge, which includes knowledge of 

customers’ wants, wishes, and desires (Bouncken, 2002). While staff and guest 

interrelate directly in service encounters, guests’ expectations and responses influence 

many operations in hotels. Customers’ requests have impacts on one or more 

employees, and can modify task-specific or task-related knowledge in one or multiple 

hotel units, thus result in inter-hotel learning (Bouncken, 2002). 
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2.5.3 Yield Management and Knowledge Management 

Hotels are in the business of generating revenue from space. If a room is 

unsold on a given night, there is no way to recover that period of time, and therefore, 

potential revenue is lost. Rooms are typically sold for varying prices that depend on 

the timing of the transaction and the proposed date of delivery. Yield management is 

designed to measure revenue achievement (Dix & Baird, 1998). Yield management, 

sometimes called revenue management, is also an evaluation tool that allows hotel 

operators to use potential revenue as the standard against which actual revenue can be 

compared (Dix & Baird, 1998). 

Yield management is “the practice of maximizing profits from the sale of 

perishable assets, such as hotel rooms, by controlling price and inventory and 

improving service to selected customer segment” (Lieberman, 1993, p. 36). In the 

hotel industry, yield management is composed of a set of demand-forecasting 

techniques used to determine whether room rates should be raised or lowered, and 

whether a reservation request should be accepted or rejected in order to maximize 

revenue (Jones, 1999). The advantages of utilizing yield management are productivity 

and performance improvements. 

Yield management is perceived as KM practices used in the hotel industry 

because successful implementation of yield management depends on the quality of 

knowledge the hotel operator holds about its market (Yeoman, McMahon-Beattie, & 

Sutherland, 2001). Hotel operators adopt yield management in the process of 

allocating the right type of capacity or inventory unit to the right type of customers at 

the right price so as to maximize yield or revenue (Kimes, 1989). It is necessary to 

develop an effective process of holding knowledge about customers through 

knowledge elicitation, retrieval, coding, storage, and dissemination (Sparrow, 1998). 
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For example, in yield management, hotel operators use pricing knowledge to optimize 

revenue. Pricing knowledge refers to the knowledge of situations and how to manage 

prices in different situations. Typically, when demand is high, discrimination takes 

place and the hotel selects high fee paying guests; when demand is low, concentration 

moves to discounting and volume of the right type of room users (Yeoman et al., 

2001). 

Although yield management can be performed manually, this approach may be 

cumbersome and time-consuming. Hotel information systems were once deficient in 

their ability to measure and monitor multiple dimensions of performance and this had 

been exacerbated by the focus on occupancy percentage, average daily rate, or profit 

indicators such as return on investment only (Brown & McDonnell, 1995). With the 

use of computer hardware and appropriate application software, yield management 

calculations can be automatically performed very quickly and accurately (Coltman & 

Jagels, 2001). With technological advancements, the yield management system 

accelerates in manipulating and analyzing data, which is a management device to 

integrate different types of information such as factual information and personal 

recounts of experiences (Yeoman et al., 2001). Artificial intelligence (AI) and expert 

systems (ES) are two popular knowledge-based software packages used in the 

application of yield management. The use of AI has enormous potential for handling 

the complexities of yield management because of its abilities in complex problem 

solving, reasoning, perception, planning, and analysis of extensive information. ES 

also reflects expertise in the application of yield management and has extensive 

capacity in dealing with non-numeric, qualitative data (Russell, 1997). 
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2.6 Knowledge Management Effects on Enterprises 

Benefits of KM strategy implementation tend to encompass global 

assessments of improved competitive advantage (Carroll & Tansey, 2000; Davenport, 

1999; Hall, 1993; Powell & Dent-Micallef, 1997; Rumisen, 1998; Saka, 2002; Zack, 

1999), marketing and customer relationship (Chauvel & Despres, 2002), employee 

development and satisfaction (Chauvel & Despres, 2002), and financial performance 

such as increased shareholder value (Chauvel & Despres, 2002). Proponents of KM 

believe that this management technique pays off in fewer mistakes, less redundancy, 

quicker problem solving and better decision-making (Ruggles, 1998; Newman, 2000). 

Outcomes of effective KM practices include 1) increased collaboration among 

departments and with the company’s stakeholders and business partners; 2) improved 

information sharing amongst staff and with stakeholders; 3) faster response to changes 

in the external environment; and 4) better project coordination (Gooijer, 2000). In 

addition to those benefits, KM enables a firm to be more innovative (Antonelli, 1999; 

Carneiro, 2000; Dove, 1999; Nonaka & Takeuchi, 1995; Wah, 1999a), to anticipate 

problems better, and to analyze and evaluate information better (Carneiro, 2000). In 

contrast, costs associated with KM strategy implementation include organizational 

re-engineering outlays in money, time, and personnel efforts (Chauvel & Despres, 

2002). In order to understand more about the effectiveness of KM strategies, the 

following section will examine performance measurement. 

 

2.6.1 Knowledge Management’s Performance Measurement 

Recent research in the continuing development of the managing knowledge 

concept has focused on the assessment of its performance (Bohn, 1994; Chandler, 

1999; del-Rey-Chamorro, Roy, Wegen, & Steele, 2003; Edvinsson & Malone, 1997; 
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Gooijer, 2000; Moore, 1999; Sveiby, 1997b). Edvinsson and Malone (1997) and 

Sveiby (1997b) were pioneers in providing insights towards profit-making 

commercial firms in measuring intellectual capital and the intangible assets included 

on the company’s balance sheet. Bohn (1994) developed a scale for measuring 

knowledge about a process, which was defined as “any repetitive system for 

producing a product or service, including the people, machines, procedures, and 

software, in that system” (Bohn, 1994, p. 62). Bohn (1994) defined technological 

knowledge and gave a framework for mapping and evaluating levels of knowledge. 

He showed how to apply the framework to measure how much an organization knows 

and does not know about its production processes, to learn where knowledge resides 

in the company, and to make better use of what the company knows. The stages of 

knowledge by Bohn (1994) are summarized in Table 2.2. However, in Bohn’s study, 

the form of complete knowledge in the 8th stage was not defined. 

In addition, Moore (1999) developed a set of metrics for measuring and 

forecasting knowledge work, which was described by Moore as the thinking process 

involved in developing software. His measures were oriented for the use of software 

companies in evaluating knowledge work with respect to characteristics of the 

software knowledge. Chandler (1999) proposed a six-step framework to align macro 

KM (where and how the business achieves the KM targets) to micro KM (what to 

target in KM activities according to the company’s mission statement and other 

strategies). Chandler’s framework allowed an organization to determine what should 

be measured at the operational level in order to fulfill the strategic objectives of the 

business. These studies addressed the issue in measuring different levels of knowledge 

within an organization but did not provide any performance indicators on the 

effectiveness of KM strategies. 
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Table 2.2: Stages of Knowledge 

Stage Name Typical Form of Knowledge 
1 Complete ignorance Nowhere 

 
2 Awareness Tacit 

 
3 Measure Written 

 
4 Control of the mean Written and embodied in 

hardware 
 

5 Process capability Hardware and operating 
manual 
 

6 Process characterization Empirical equations 
(numerical) 
 

7 Know why Scientific formulas and 
algorithms 
 

8 Complete knowledge  
Source: Bohn (1994). 

 

Measuring business benefits or the effectiveness of KM becomes a challenge 

because there is a gap in linking the contribution of KM practices and the 

achievement of business objectives (del-Rey-Chamorro et al., 2003; Gooijer, 2000). 

When measuring the outcomes of KM, performance indicators should be linked to a 

business vision of achieving an integrated and strategic management approach to the 

overall benefits of an organization. The performance of KM strategies is not in 

isolation from the organization’s overall business performance (Gooijer, 2000). 

The BSC measurement model developed by Kaplan and Norton (1992, 1993, 

1996a, 1996b, 1999c) integrates company objectives to form a four-dimension 

scorecard. The dimensions of customers (in terms of customer relationship), internal 

business processes (in terms of organizational culture change), and learning and 

growth (in terms of employee development and satisfaction) complement the financial 
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measures. The financial dimension indicates measures of past performance, while the 

other three dimensions are measures of the drivers for future performance. The BSC 

approach recognizes the importance of intangible assets in addition to the traditional 

financial perspective (del-Rey-Chamorro et al., 2003). 

Gooijer (2000) developed a “Knowledge Management Performance 

Scorecard” (KMPS) framework for performance management assessment in public 

sectors. Gooijer adapted the BSC approach (Kaplan & Norton, 1992, 1993, 1996a, 

1996b, 1996c) in which a non-profit organization measures its performance in six key 

result areas: 1) strategy, 2) products and services, 3) information infrastructure in 

terms of technology and content, 4) processes, 5) relationships, and 6) culture and 

behavior. Other than the overall business performance measures such as BSC and 

KMPS, organizational culture change is also a key indicator in measuring the success 

of KM strategies (Gooijer, 2000). Another “Knowledge Management Behavior 

Framework” (KMBF) proposed by Gooijer (2000) was based on the 

Concerns-Based-Adoption-Model (CBAM). The CBAM was first developed by Gene 

Hall and his associates at the University of Texas at Austin in the early 1970s (Hall & 

Hord, 1987). The KMBF framework identified and described the use of KM 

tools/systems/practices as behaviors to be learnt when individuals progressively adopt 

KM in their work. Gooijer (2000) identified seven levels of KM skills in terms of 

learning and learned behaviors for demonstrating collaborative behaviors and for 

discerning the degree to which people use KM in their works and track changes in 

their behaviors. This KMBF framework actually referred to one of the key result areas 

of KM identified by Gooijer (2000), which is the culture and behavior change stated 

in the KMPS framework. Table 2.3 represents the KMBF framework by the levels 

and roles applied to various KM skills. 
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Table 2.3: Levels and Roles in Various Knowledge Management Skills 

Level 
 

KM Skills 
 

Role for Manager at this 
KM Level 

0 Awareness but non-use of KM tools 
or practices 

Vision Provider 
 
 

1 Information seeking about KM Information Provider 
 
 

2 Personal experimentation with KM 
tools and practices 

Counselor 
 
 

3 Personal implementation of KM 
practices 

Leader 
 
 

4 Engagement with impact and 
consequences of KM behavior 

Supervisor 
 
 

5 Active collaboration in all aspects of 
work 

Mentor 
 
 

6 Re-focus of KM skills on new 
business opportunities 

Coach and Sponsor 
 

Source: Gooijer (2000). 

 

2.7 Market Orientation 

2.7.1 A Process-based Perspective 

 While there are numerous interpretations of MO (Day, 1994; Deshpande et al., 

1993; Kohli & Jaworski, 1990; Narver & Slater, 1990; Shapiro, 1988), all 

interpretations have an operational focus on market information process (MIP) 

activities regarding customers, competitors, and interfunctional coordination, 

particularly information acquisition, information distribution, and the ability to 

behaviorally respond to what is received. Kohli and Jaworski’s (1990) definition of 

MO is the most well-known and adopted definition from a process viewpoint. In their 

definition, MO refers to the organizational-wide generation of market intelligence, 

dissemination of the intelligence across departments, and organizational-wide 
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responsiveness to intelligence. According to Merriam-Webster’s Collegiate Dictionary 

(1993), intelligence means the ability to apply knowledge to manipulate one’s 

environment. 

In Kohli and Jaworski’s (1990) study, field interviews of 62 executives and 

functional managers highlighted that a MO “entails (1) one or more departments 

engaging in activities geared toward developing an understanding of customers’ 

current and future needs, (2) sharing this understanding across departments, and (3) 

the various departments engaging in activities designed to meet selected customer 

needs” (p. 3). MO is a broad concept that includes not only customer information, but 

also the monitoring of factors such as emerging regulations, anticipated competitor 

actions, technology and other exogenous factors. MO discloses future customer needs 

(even those which are unknown to present customers) and/or market pressures with 

which the firm must deal (even if they are not related to satisfying customer needs). 

The gathering of such broadly defined information is not solely the responsibility of 

the marketing department. Therefore, mechanisms must be put in place for the 

dissemination of intelligence to wherever collected and whenever needed. Such 

mechanisms rely heavily on interdepartmental coordination and cooperation. 

Kohli and Jaworski’s (1990) initial conceptual work, as shown in Figure 2.2, 

made a contribution to the MO concept. They defined MO as the organization and 

dissemination of information across an organization in response to current and future 

customer needs and preferences. In their study, customer responses, business 

performance and employee responses were obtained from the field interviews and 

literature pertaining to the consequences of MO. They also proposed three 

hierarchical categories of antecedents to an MO: individual, intergroup and 

organization-wide factors. These were labeled as senior management factors, 
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interdepartmental dynamics, organizational systems, respectively. Qu (2001) 

incorporated two additional organizational influences as financial resources and 

managerial competencies. 

Kohli and Jaworski (1990) operationalized the concept of MO by defining it as 

organizational-wide generation, dissemination, and responsiveness to market 

intelligence. The definition focuses on specific activities rather than philosophical 

notions, thereby facilitating the measurement of the degree of MO of a company. A 

number of interesting hypotheses were put forward involving the antecedents and 

consequences of MO, as well as two sets of moderators (namely supply-side 

moderators and demand-side moderators) that could affect the relationship between 

MO and business performance. However, Kohli and Jaworski have not suggested how 

the various constructs in their model could be measured (Au & Tse, 1995). 

 

  

 

 

 

 

 

 

 

Senior Management 
Factors 

Interdepartmental 
Dynamics 

Customer 
Responses 

Business 
Performance 

Employee 
Responses 

Market 
Orientation

Organizational 
Systems 

Demand-side 
Moderators 

Supply-side 
Moderators 

Figure 2.2: Antecedents and Consequences of Market Orientation  

Source: Kohli and Jaworski (1990). 

  

Based on Kohli and Jaworski’s (1990) concept of MO, Kohli et al. (1993) 

further developed a 20-item MO scale called MARKOR which confirms three factors: 

intelligence generation, intelligence dissemination, and responsiveness to market 
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intelligence. From the two national samples, Jaworski and Kohli (1993) evidenced 

that MO is related to overall business performance (based on judgment but not market 

share) and employees’ organizational commitment. They also found that linkage 

between MO and performance appeared to be robust across environmental contexts 

that are characterized by varying degrees of environmental moderators, such as 

market turbulence, competitive intensity, and technological turbulence. 

Where the determinants of MO have been the subject of research effort in the 

antecedents to an MO, it is typically internal organizational influences that have been 

the focus of attention (Ruekert, 1992; Jaworski & Kohli, 1993; Harris, 1996, 1999; 

Homburg & Pflesser, 2000). For example, antecedents to the effects of MO and 

determinants of business performance, such as learning orientation (Slater & Narver, 

1995; Baker & Sinkula, 1999) and market planning (Pulendran, Speed, & Widing, 

2003), have also been investigated. However, researchers have devoted relatively little 

attention to exploring the impact of the external environment on business performance 

and the integration of environmental influences into the original MO model by Kohli 

and Jaworski (1990). Qu et al. (2005) suggested that government regulation has a 

significant role to play in driving MO in the hotel and travel services industry in 

China; in other words, regulations that constrain competition between firms are found 

to have negative impacts on the development of MO. 

 

2.7.2 A Culture-based Perspective 

Narver and Slater (1990) also made a major contribution to the research 

development of MO. Most significantly, Narver and Slater (1990) adopted a 

culture-based perspective on MO, a theme that has been moved forward by other 

researchers with the same interest in the determinants of MO. They developed a 
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measurement of MO and tested its relationship to business performance in terms of 

long-term focus and profitability. Three components in Narver and Slater’s (1990) 

MO scale were customer orientation, competitor orientation, and inter-functional 

coordination. Using this model, significant and positive correlations between MO and 

business performance were found and were consistent with the results of Kohli and 

Jaworski (1990). In addition, they suggested that MIP is critical because one cannot 

have a customer orientation, competitor orientation and inter-functional coordination 

without effective information acquisition and dissemination programs. However, they 

did not measure the relationship between MO and employee responses, nor the 

relationship between MO and customer responses. Although they did note the 

potential importance of external environmental influences, they did not explicitly 

identify internal antecedents of MO. 

Instead of examining the effects of organizational systems and structures in the 

development of MO, Harris (1996) examined MO from a culture-based perspective. 

Harris (1996) focused his efforts on uncovering the underlying organizational culture 

and beliefs that support the market-oriented activities. On the basis of Hatch’s (1993) 

model of organizational culture and the findings from a case study of a medium-sized 

British retailer, Harris (1996) proposed a model of MO antecedents incorporating four 

components including (a) basic assumptions, (b) shared beliefs, (c) organizational 

artifacts, and (d) organizational symbols. In a similar way, Homburg and Pflesser 

(2000) conceptualized a market-oriented organizational culture based on four distinct 

yet interrelated components, including (a) organization-wide shared basic values 

supporting MO, (b) organization-wide norms for MO, (c) perceptible artifacts of MO, 

and (d) market-oriented behaviors. One interesting finding of their empirical work, 

involving 160 senior managers from five German industries, is that artifacts play a 
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crucial role in determining market-oriented behaviors. In comparison, both values and 

norms have only indirect impacts on market-oriented behaviors. 

 

2.7.3 Marketing Knowledge Use and Marketing Knowledge Management 

As with many other research streams, emerging concepts are often combined 

and cover very similar conceptual territories. Within the marketing and KM literature, 

two related concepts have emerged over recent years – marketing knowledge use and 

marketing knowledge management (MKM). In this section, the researcher’s intent 

was to compare the two concepts with MO and KM constructs with a view to clarify 

how these four are related and to obtain insights into their differences. 

Marketing knowledge is recognized as an important intangible asset because 

knowledge is used in marketing to prioritize efforts and to acquire and retain valued 

customers (Deering, 2002). Intangible components, such as network and technology, 

information in databases, the efficiency of an organization’s operations or 

management, culture, and brand names and trademarks, help increase an 

organization’s value. The importance of marketing knowledge use has also led to the 

recognition of the significance of value-added creation in the service industry (Sveiby, 

1997a). From the perspective of marketing knowledge generation, external know-how 

providers include customers, suppliers, competitors, and business partners. Special 

attention must be paid to customer and supplier relationships. Customer and supplier 

relationships reflect the confidence and satisfaction of customers in the products and 

services of the organization and play an important role in creating intangible wealth 

(Sveiby, 1997a). 

The stream of marketing knowledge use emerged in the early 1980s (e.g., 

Deshpande & Zaltman, 1982, 1984). Marketing knowledge use deals with the use of 
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market research information by managers in an organization, and historically has 

focused on formally collected and used customer information, in which Jaworski and 

Kohli (1996) indicated marketing knowledge use as a subset of MO activities. 

Marketing knowledge use in particular is similar but not the same as the third 

component of MO – responsiveness to market intelligence, as Jaworski and Kohli 

(1996) argued that marketing knowledge use is broader in scope than responsiveness 

to market intelligence. Marketing knowledge use emphasizes more precisely the time 

frame in which information/knowledge use occurs (Menon & Varadarajan, 1992). 

Jaworski and Kohli (1996) summarized the differences between the two 

research streams of MO and marketing knowledge use. First, the MO stream focuses 

on ongoing formal and informal flows of market intelligence (very broadly defined), 

while the marketing knowledge use is typically focused on formal research projects. 

Second, the MO stream focuses on intra-organizational dynamics (i.e., horizontal and 

vertical exchanges within an organization) while the marketing knowledge use stream 

primarily focuses on inter-organizational dynamics (i.e., the firm and research agency). 

Third, the MO measurement scale focuses only on the instrumental as opposed to 

symbolic or conceptual use (see Menon & Varadarajan, 1992). However, marketing 

knowledge use captures all forms of uses, from the symbolic to the conceptual and to 

the instrumental. Fourth, both MO and marketing knowledge use research streams 

consider the role that the environment plays in shaping use; the MO stream, however, 

focuses on the moderating role of the environment on the MO-business performance 

linkage (Jaworski & Kohli, 1993; Slater & Narver, 1994), whilst the stream of 

marketing knowledge use examines the environment as an enabling condition. 

Darroch and McNaughton (2003) developed a modified instrument to measure 

MKM. Their instrument was based on Kohli et al.’s (1993) MARKOR scale which 
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was developed to measure a firm’s MO ability to acquire, disseminate and use market 

information. In Darroch and McNaughton’s (2003) revised MKM instrument, they 

went beyond the constraints of the MO concept and used Nonaka and Takeuchi’s 

(1995) knowledge creation spiral concept to expand the understanding of the 

management of marketing knowledge by quantifying a firm’s KM orientation in 

relation to marketing. Darroch and McNaughton’s (2003) work showed MO as a 

subset of KM orientation when examining MO from an MKM perspective. 

 

2.7.4 Market Orientation in Hospitality and Tourism 

Although research on MO is abundant mostly in manufacturing firms and 

service sectors such as banking, insurance and retail distribution (Tse, Sin, Yau, Lee, 

& Chow, 2003), little research has been done concerning the application of the MO 

concept in the hospitality and tourism industry. Narver and Slater’s (1990) scale for 

measuring the extent of MO was first tested and validated in the hotel industry at the 

corporate level by Sin et al. (2005). Although Narver and Slater’s scale was originally 

developed in the U.S. at the strategic business unit (SBU) level of a manufacturing 

firm, Sin et al.’s (2005) findings suggested that the scale appears to capture well the 

construct of MO in the Hong Kong hotel industry. On the other hand, no study has 

attempted to validate the MARKOR scale developed by Kohli et al. (1993) in the 

hotel context. It would be worthy examining if MARKOR scale developed by Kohli 

et al. (1993) is a valid and reliable scale that can be used across a variety of 

boundaries – companies, industries, or cultures. 

In terms of the application of MO in hotels, Calantone and Mazanec’s (1991) 

study once revealed that the hotel industry had been slow in adopting marketing as a 

management discipline, in comparison with other commercial service sectors. Harris 
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and Watkins (1998) identified the seven impediments to the development of MO in 

the context of small U.K. hotels. The seven main factors were: ignorance of MO 

(unable to distinguish between the practice of marketing and a focus of market trends 

and needs); limited resources in time and budget; perceived inappropriateness and 

insignificance of MO to their business; contentment with the status quo; 

short-termism; an unclear view of current customers and a marked ignorance of other 

potential customers; and lack of competitive differentiation.  

In theory, MO contributes to a hotel’s continuous learning and knowledge 

accumulation through continuously collecting information about customers and 

competitors and using the information to create superior customer value and 

competitive advantages (Sin et al., 2005). Thus, Sin et al. (2005) suggested that the 

adoption of MO can help a hotel design and offer a service mix that is perceived by its 

core customers as being of superior quality, while making a profit and building 

competitive advantages. Recent studies were found favorable with the achievement of 

MO in hotels. Sargeant and Mohamad’s (1999) study showed that U.K. hotels 

exhibited a moderate level of MO, with the mean value of 3.67 on a 5-point 

Likert-type scale. This figure was almost identical to that found in a study of hotels in 

the U.S. (Parasuraman, Berry, & Zeithaml, 1983), with a mean score of 3.68.  

Several researchers have also contributed to the study of MO in Asia Pacific 

hotels. Qu et al. (2005) revealed that MO of hotels is substantially higher than that of 

the travel services in China, with mean values of 3.43 vs. 3.06 on a 5-point Likert 

scale. Another recent study by Sin et al. (2005) showed that respondents from 63 

hotels in Hong Kong were quite positive with the capability of MO in their hotels, 

with a mean value of 5.39. It was also encouraging to find hoteliers in Taiwan have 

well adopted the MO philosophy and techniques within their businesses, with the 
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mean value of 5.43 on a 7-point Likert-type scale (Chien et al., 2005b). 

 

2.8 Organizational Performance Evaluation 

 Today’s business environment is complicated by the dynamics of change and 

competition. Effective decision making requires knowledge of how to assess whether 

the organization has delivered or will deliver its strategic objectives, and how this 

compares with its competitors (Phillips, 1999). OP can be measured in terms of a 

variety of dimensions, and no single business approach can be expected to have the 

same effect on all dimensions (Walker & Ruekert, 1987). The terms, OP and business 

performance, are used interchangeably. Disagreement exists within the business 

performance literature over matters of conceptualization and measurement (Keats, 

1988). As a result, business practitioners have continuously sought appropriate 

performance evaluation methods. Performance measurement from four different 

perspectives of financial, operational, self-evaluated, and the BSC approach are 

discussed as follows. 

 

2.8.1 Traditional Accounting-based Measurements 

 Organizational performance has always been linked to the concept of financial 

management. Financial management may be quite unsophisticated in a small, 

owner-operated establishment and considerably more complex in a large, multi-unit 

organization. Despite the vast range of sizes and types of establishments in the hotel 

industry, any operation can benefit from an understanding of the value and importance 

of financial management (Coltman & Jagels, 2001). Financial measures reflect the 

“fulfillment of the economic goals of the firm” (Venkatraman & Ramanujam, 1986, p. 

804) and they are important measures of managerial performance (Phillips, 1999). 
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The advantages of using financial indicators are that (1) as ratios, they make possible 

the comparison between different sized organizations; and (2) they are often publicly 

reported (McKee, Varadarajan, & Pride, 1989). Business enterprises must eventually 

be profitable to survive. Indicators of financial performance include profitability, sales 

growth, and earnings per share, among others (Venkatraman & Ramanujam, 1986). 

 Measuring financial efficiency in terms of profitability is common. The 

financially-based measures of profitability are usually continuous variables, including 

return on asset (ROA), return on sales (ROS) such as operating profit margin and net 

profit margin, and return on investment (ROI). The use of any single profitability 

measure has its own advantages and disadvantages. ROA, ROS, and ROI are viewed 

as reflective indicators of profitability which can better overcome the disadvantages 

associated with each indicator measured independently (Fryxell & Barton, 1990). 

 ROA is measured as net profit before tax plus interest payments as the 

percentage of total assets of the firm and reflects the profit in relation to the value of 

the assets being invested in the firm (Buzzell & Gale, 1987). Although ROA is 

perceived as a very important performance measure in marketing and management 

(Jacobson, 1992), the use of ROA has a few disadvantages. ROA is inflated when a 

firm’s investments (e.g., hotel facilities) have been depreciated; new investments 

deflate ROA and the concept of asset does not capture the value of patents, trade 

secrets, brand value and other proprietary aspects of the firm (Buzzell & Gale, 1987). 

 Following Buzzell and Gale’s (1987) argument, ROS, an activity-based 

measure, can be used to overcome the bias of ROA. Using ROS as a measure, 

according to Sandvik and Sandvik (2003), operating profit margin is the cash flow 

from a firm’s operations available to cover costs of investments, debt, loan repayment, 

and dividends and is measured as profit from operations as a percentage of sales. The 
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operating profit margin does not penalize firms for making new investments. 

Although operating profit margin is reduced by increased costs of depreciation, more 

effective tangible resources should lead to lower costs and/or higher revenue. 

Accordingly, operating profit margin focuses on the operation of the firm and not on 

the financial structure of the firm. Net profit margin is similar to operating profit 

margin but represents the annual results (after tax) as a percentage of sales. All 

financial costs and revenues, extraordinary items, and taxes are included in the 

calculation of the annual results, and thus, net profit margin is the amount available 

for equity accumulation and/or dividends. 

 Finally, ROI is the net income after income tax divided by average owners’ 

equity for the period (Buzzell & Gale, 1987). Generally speaking, most successful 

larger companies try, over time, to maximize stockholders’ wealth because this will 

make stockholders happier than if the wealth was not maximized. One could ask why 

a company attempts to maximize stockholders’ wealth and not the wealth of its debt 

lenders, the tax department, employees or the company’s management. The reason is 

that stockholders are, legally, the owners of the company. The stockholders, as 

residual claimants, receive what is left over after all other groups are given their share 

(Coltman & Jagels, 2001). However, over emphasis on ROI can produce myopic 

behavior (Phillips, 1999). For example, ROI can produce a narrow focus on divisional 

profitability at the expense of overall profitability for the firm, and it encourages 

managers to focus on the short term at the expense of the long term (Phillips, 1999). 

 

2.8.2 Operational Measures 

 Traditional accounting-based measurement systems are no longer satisfactory 

for firms that seek competitive advantage and this is evidenced in a 1996 survey by 
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the Institute of Management Accounting (Phillips, 1999). The Institute of 

Management Accounting found that only 15% of respondents’ measurement systems 

supported senior manager’s strategy objectives well, while 43% reported their systems 

as being inadequate. The perceived inadequacies in traditional accounting-based 

performance measures have led to a variety of innovations in performance 

measurement (Phillips, 1999) and the adoption of operational measures has become 

favored by industry practitioners. 

 Operational performance reflects “key operational success factors that might 

lead to financial performance” (Venkatraman & Ramanujam, 1986, p. 804). 

Operational performance provides insight into the relationship between certain 

non-economic success measures and competitive advantages. Indicators of key 

operational success factors are market share, new product introduction, product 

quality, marketing effectiveness, value-added products or services and other measures 

of technological efficiency in general business performance (Venkatraman & 

Ramanujam, 1986). 

The two generally recognized distinct and important dimensions of objective 

performance are financial and operational performance measurements. These two 

dimensions of objective performance measures are useful for two reasons: (1) 

research suggested that they permit the classification of an exhaustive coverage of 

measurement approaches (Venkatraman & Ramanujam, 1986); and (2) they represent 

two dimensions that can be useful as a basis for discussing the relative merits and 

demerits of performance research (Hofer, 1983; Lubatkin & Shrieves, 1986; 

Venkatraman & Ramanujam, 1986; Keats, 1988). Thus, concepts of OP are generally 

centered on either financial efficiency or operational effectiveness (Sandvik & 

Sandvik, 2003). 
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2.8.3 Self-evaluated Measures 

 Past research has also operationalized OP with measures of subjective norms, 

which are self-evaluated and judgmental. Walker and Ruekert (1987) regarded 

subjective performance measures as “performance dimensions of primary importance 

to top corporate and business unit managers” (p. 19). For example, in Jaworski and 

Kohli’s (1993) study, the judgmental measures ask informants for their assessment of 

the overall performance of the business and its overall performance relative to that of 

its major competitors. Baker and Sinkula (1999) used “new product success” and 

“change in market share relative to the firm’s largest competitor” as subjective 

performance measures. 

Market performance is also an indicator of self-evaluated measures. Market 

performance is the effectiveness of an organization’s marketing activities (Homburg 

& Pflesser, 2000) and is measured by items pertaining to achieving customer 

satisfaction, providing value to customers, retaining customers (Homburg & Pflesser, 

2000), and attaining the desired market share and sales growth (Claycomb et al., 

2001). The assessment of market performance is usually achieved by ordinal scales 

with endpoints such as “well below industry average” and “well above industry 

average” from a judgmental and subjective perspective (Claycomb et al., 2001). Other 

than market performance evaluation, Deshpande et al. (1993) validated a scale of 

measuring the overall corporate performance, with an alpha value of .90 for a strong 

support of internal consistency reliability. The overall corporate performance was 

measured by combining four self-evaluations of profitability, size, market share, and 

growth rate, in comparison with those of the key competitors. The four measurement 

items used were grounded in the profit impact of market strategy (PIMS) study 

(Buzzell & Gale, 1987; Kotabe, Duhan, Smith, & Wilson, 1991). 
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2.8.4 Balanced Scorecard 

 With high level of managerial interests in measuring human resources and 

marketing efforts, other innovations in the use of non-financial measures have led to 

the development of a balanced scorecard (BSC) by Kaplan and Norton (1992, 1993, 

1996a, 1996b), which includes performance indicators from four perspectives: a) 

financial returns, b) customers, c) internal business processes, and d) learning and 

growth. According to Kaplan and Norton (1996a, 1996b, 1996c), the BSC approach 

translates an organization’s mission and strategy into a comprehensive set of 

performance measures that provides the framework for a strategic measurement and 

management system. The BSC approach enables companies to track short-term 

financial results while simultaneously monitoring their progress in building 

capabilities and acquiring intangible assets that generate growth for future financial 

performance. The BSC approach enables managers to monitor and adjust the 

implementation of their strategy, and to make fundamental changes in the strategy 

itself. The BSC communicates a holistic model that links individual efforts and 

accomplishments to business unit objectives.  

 The adoption of the BSC approach in performance measurement is popular in 

many business sectors (Phillips, 1999). Brown and McDonnell (1995) also suggested 

that the BSC approach might be useful for hoteliers in the assessment of overall hotel 

performance. Based on the BSC approach (Kaplan & Norton, 1996a, 1996b, 1996c) 

and critical success factors common to most hotel companies identified by Geller 

(1985), Brown and McDonnell (1995) proposed a balanced scorecard with possible 

measures for use by hotel companies. Measures adapted from a financial perspective 

based on Brown and McDonnell (1995) are listed in Table 2.4. Possible measures 

other than those identified by Brown and McDonnell (1995) from a financial 
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perspective include return on investment (Buzzell & Gale, 1987; Coltman & Jagels, 

2001), sales mix by menu items (Ojugo, 1999), and yield statistics as the ability to 

react to changing market conditions (Coltman & Jagels, 2001). Measures from a 

customer perspective based on Brown and McDonnell (1995) are also adapted and 

listed in Table 2.5. Possible measures other than those identified by Brown and 

McDonnell (1995) from a customer perspective are customer complaints (Berry, 

Parasuraman, Zeithaml, & Adsit, 1994) and market performance in responding to 

customers’ needs (Homburg & Pflesser, 2000). Other possible measures comprising a 

BSC for hotel use are outlined in Tables 2.6 and 2.7 (Brown & McDonnell, 1995). 

 

Table 2.4: Financial Perspective based Measures 

Critical success factors Possible measures 
Hotel profitability Return on asset 

Return on sales (e.g., net operating profit)
Return on investment 
Residual income 
 

Sales achieved Total sales 
Sales mix by department 
Sales mix by source (e.g., menu items) 
 

Management of working capital Average daily rate 
Occupancy percentage 
 

Ability to react to changing markets Yield statistics 
Note: Adapted from Brown and McDonnell (1995), Buzzell and Gale (1987), 
Coltman and Jagels (2001) and Ojugo (1999). 
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Table 2.5: Customer Perspective based Measures 

Critical success factors Possible measures 
Before selecting the hotel 
 Value for money 
 Range of services offered 
 Quality of contact/response 

 
Surveys/questionnaires 
Surveys/questionnaires 
Surveys/questionnaires 
 

During stay in the hotel 
 Quality of products and services 
 
 
Reaction to customers’ needs 

 
Guest comment cards 
Customer complaints 
 
Customer letters 
Repeat business/Customer retaining 
Customer satisfaction 
Market performance (e.g., market growth)

Note: Adapted from Brown and McDonnell (1995), Berry et al. (1994), and Homburg 
and Pflesser (2000). 
 

Table 2.6: Internal Business Perspective based Measures 

Critical success factors Possible measures 
Teamwork and coordination 
 
 
Staff development 

Interdepartmental meetings (reports) 
Interdepartmental training courses 
 
Course completed 
Number of multi-skilled staff 
 

Cost efficiency Gross profit percentage 
Net profit percentage 
Surpluses 

Source: Brown and McDonnell (1995). 
 

Table 2.7: Innovation and Learning Perspective based Measures 

Critical success factors Possible measures 
 

New markets identified 
 
Staff development 

New areas/targets identified for action 
 
Courses completed 
Internal promotions made 
 

Improvements to facilities/services Development areas identified 
New facilities/services introduced 

Source: Brown and McDonnell (1995). 
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 The BSC approach, despite once being hailed as a breakthrough method of 

assessing company performance, has several shortcomings. For example, many 

practitioners have failed to define the measures of success that really need to be 

emphasized in their organizations and they have also found it extremely difficult to 

communicate the scorecard to all levels of employees within the organization (Phillips, 

1999). Neely, Gregory, and Platts (1995) highlighted how the BSC approach ignores 

the competitor perspective, while others question whether the four perspectives are 

sufficient (Kaplan & Atkinson, 1998). Nevertheless, despite its weaknesses, it is still 

widely used by practitioners and thereby forms an essential part in monitoring a 

company’s achievements (Phillips, 1999). 

 

2.9 Hotel Performance Evaluation 

2.9.1 Common Performance Measurement in the Hotel Industry 

 Management’s selection of performance criteria affects the decision making, 

priority setting and overall behavior of all departments and units within a hotel 

company (Orkin, 1988). Several possible methods can measure a hotel’s performance. 

While profitability indices, including return on asset (ROA), return on sales (ROS), 

and return on investment (ROI), are important financial indicators of a firm’s 

performance (Fryxell & Barton, 1990), operational performance statistics are also 

important evaluation standards for hotel operators. A unique aspect of the hotel 

industry is the large fixed capacity costs, which produce a product that cannot be 

inventoried (e.g., available rooms). Understanding this aspect is the key to 

understanding the industry’s operational performance measures and their focus on 

capacity. 

 In an industry that is characterized by fragmentation, where small, 
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independently owned and managed hotels still predominate and where reliable 

financial performance measures are rarely maintained or released (Morrison, 1998), 

room occupancy rate remains the one widely available, consistent, and disaggregated 

means of monitoring hotel performance (Jeffrey & Barden, 2000). Room occupancy 

rate is calculated by dividing the number of rooms sold (not including complimentary 

rooms) by the total number of available rooms for a given time period (Smith Travel 

Research, 2001). Hotel operators also use industry-specific statistics, such as average 

daily rate (ADR) and revenue per available room (RevPAR), as benchmarks to assess 

current operations and make forecasts and plans. ADR is the average daily rate per 

rented room and is calculated by dividing room revenue by the number of rooms sold 

within a given period (Orkin, 1988). RevPAR is calculated by dividing room revenue 

by the number of rooms available for a given time period, and this measure is also the 

interaction of both occupancy (productivity) and ADR (profitability) (Brody, Lane, & 

Steed, 2004). There are two levels of RevPAR performance: a) industry-level RevPAR 

performance, and b) average RevPAR from the same type/category of hotels. An 

“industry-based measure of RevPAR” takes total hotel revenues divided by the 

number of rooms available for sale in one country or geographic area. “Average 

RevPAR performance” is calculated by taking the revenue of each selected hotel from 

the same type/category and dividing that figure by the number of rooms available at 

that hotel for sale and then taking a straight average of the performance of all hotels in 

the same type/category or similar size to obtain a mean RevPAR. In other words, the 

average RevPAR is calculated for a certain type/category of hotels. The advantage of 

employing the average hotel RevPAR from a particular type/category of hotels is that 

this RevPAR reflects the summation of individual hotels’ performance and not the 

more aggregate industry-level performance (Enz & Canina, 2002). The industry-level 
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measures may not show any variation in hotel performance in different regions or 

categories (Enz, Canina, & Walsh, 2001). 

 Measures of room occupancy rate and ADR are the two most commonly used 

statistics (Enz, Canina, & Walsh, 2001), are accessible to most hotels and are usually 

shared among hotel management voluntarily (Sandvik & Sandvik, 2003) for the 

purposes of comparison with a) past periods, b) industry average, c) budgeted ratio, or 

d) competitors (Coltman & Jagels, 2001). Both measures enable the identification of 

trends and fluctuations within the same industry region, and provide a sensitive 

barometer of the fluctuating fortunes of individual hotels (Jeffrey & Barden, 2000). 

On the other hand, the advantage of employing average RevPAR is that it reflects the 

summation of individual hotel’s performance (Enz & Canina, 2002). Therefore, room 

occupancy rate, ADR, and RevPAR are the three primary industry operational 

measures (Brody et al., 2004). 

 However, methods used to measure a hotel’s operating effort, such as room 

occupancy rate, ADR, and RevPAR, do not generate sales decisions that maximize 

revenue, which means that such traditional performance criteria employed by the 

industry do not foster decisions that are in the best interest of hotels (Orkin, 1988). 

The problem with using the occupancy percentage or the ADR figure alone is that 

neither shows whether sales revenue is being maximized. For example, a hotel may be 

100 percent occupied, but many of the guest room occupants may be paying less than 

the maximum (rack) rate for the room. High occupancy levels may be achieved at the 

expense of heavy price discounting (Moutinho & Peel, 1994). In other words, when 

the hotel performance is measured by room occupancy, managers are tempted to 

increase occupancy at the expense of room rates (Coltman & Jagels, 2001). The 

reverse is true for ADR, which can be increased by refusing to sell any rooms at less 

 84 
 



than the rack rate, turning away potential customers who are unwilling to pay a higher 

rate. In such cases, ADR is maximized at the expense of occupancy (Coltman & 

Jagels, 2001). Philips (1999) claimed that this deficiency has caused hoteliers to 

become increasingly frustrated with existing performance measurement systems that 

do not support hoteliers in their quest for competitive advantages. Philips further 

stated that understanding the key forces of supply and demand within a competitive 

environment is essential if one aspires to obtain and sustain competitive advantages. 

The link between occupancy and financial performance is not a simple task, primarily 

because of the intervening influences of variable pricing achieved (Jeffrey & Barden, 

2000). 

 

2.9.2 Yield Statistics 

 Sales maximization or profitability has always been the most important 

company objective or goal for most hotel businesses (Geller, 1985). A study by Geller 

(1985) indicated that profitability has been ranked as the number one goal for the U.S. 

hotel industry and that hotels are in the business of maximizing sales revenues (or 

yields) from the space available. Supply-side statistics are usually limited to space 

stock, whereas demand-side statistics are usually confined to occupancy percentages. 

This results in only a limited interpretation and identification of changing supply and 

demand patterns (Phillips, 1999). Revenue alone does not account for the varying 

profit margins arising from renting spaces (Kimes & McGuire, 2001). Although sales 

are closely related to profitability, occupancy rates are not a precise indicator of profit 

levels (Meidan, 1984). 

 At the core of hotel businesses is revenue management, with the 

management’s principal function being to produce the best possible return, or yield, 
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from the space available. Thus, yield management, also known as revenue 

management (Kimes & McGuire, 2001; Quain, Sansbury, & Quinn, 1999), was 

introduced to assist hotel operators in managing room sales based on a detailed 

analysis and close monitoring of demand (Jones, 1999). Yield management is not 

merely an adjunct to traditional managerial approaches but rather represents a 

fundamental basis for concentrating organizational efforts (Orkin, 1988). 

 According to Orkin (1988), yield management is the key tool for revenue 

maximization and profit contribution and can help a hotel to gain an optimum 

business mix whilst meeting its revenue goals. Jones (1999) also stated that yield 

management is designed to measure revenue achievement in terms of supply and 

demand. Hotel managers are able to apply variable pricing of rooms with a 

predictable demand (Kimes & McGuire, 2001). Moreover, since measurable actions 

are required to monitor the entity performance of the business process 

(del-Rey-Chamorro et al., 2003), yield statistics are also determined as a measurable 

action for the assessment of hotel performance. 

 

2.9.2.1 Yield Statistics for Guestrooms 

 The yield statistics for guestrooms is closely related to the combination of 

occupancy and average daily rates. ADR is converted into a ratio in the yield statistics 

(Orkin, 1988). As previously stated, ADR may be maximized at the expense of 

occupancy. Thus, ADR can be slightly more meaningful if it is expressed as a ratio of 

the maximum potential average rate, but by itself it does not provide a complete 

picture (Coltman & Jagels, 2001). The yield statistics give a clearer indication of 

performance because managers’ decisions in relation to room bookings are taken into 

account. North American hotels have long used the yield statistics as a measurement 
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of the success of their revenue management of guestrooms (Kimes & McGuire, 2001; 

Quain et al., 1999). Based on the concepts of Coltman and Jagels (2001) and Orkin 

(1988), the yield calculations for rooms can be expressed as follows: 

 
   Actual Revenue  
Yield =      
   Potential Revenue 
 

 = Occupancy Rate   ﹡   Average Rate 
  

   Number of Rooms Sold        Actual Average Rate 
 =           ﹡ 
   Number of Rooms         Potential Average Rate 
   Available for Sale 
  

 Potential revenue is the income that could be secured if 100 percent of 

available rooms are sold at their full rack rates (Orkin, 1988). For a 200-room hotel 

with a US$100 rack rate, the potential revenue is $20,000 per day. Actual revenue is 

demonstrated in terms of actual sales receipts. If the hotel sold 100 rooms at an 

average daily rate of $70, the actual revenue would be $7,000. The yield ratio would 

be $7,000 divided by $20,000, or 35%. Yield statistics can be calculated on a daily, 

weekly, monthly or annual basis. 

 

2.9.2.2 Yield Statistics for Restaurants 

 The yield statistics for restaurant outlets are adapted from Coltman and Jagels 

(2001), Orkin (1988), Ryan (2000) and Kasavana (1991) and are calculated by 

dividing the actual revenue derived from restaurant sales by the number of seats 

available, by the possible number of turnover during the period based on estimate, and 

then by the potential average food check. 
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   Actual Revenue   
Yield =          
   Potential Revenue   
 

 = Occupancy Rate   ﹡  Average Rate 
 

   Number of Customer Count     Actual Average Check 
 =     ﹡  
   Number of Seats Available ﹡     Potential Average Check 
   Possible Number of Turnover 
 

2.9.2.3 Yield Statistics for Function Rooms 

 The formula for calculating yields of function rooms is adapted from Coltman 

and Jagels (2001), Orkin (1988), and Kimes and McGuire (2001). Most hotels charge 

a fixed price for the rental of function rooms. However, function-space rentals are 

usually associated with food and beverage purchases. Function-space occupancy 

cannot be the single indicator of yield statistics in function room performance. 

Possible food and beverage receipts in function-space rentals shall be considered in 

the yield calculation. The concern of actual rate versus potential rate associated with 

food and beverage purchase in function-space rentals is incorporated with Kimes and 

McGuire’s (2001) formula of function-space occupancy. Potential average check 

associated with food and beverage purchase is determined by the highest menu price 

per function room guest. The yield statistics for function rooms can be calculated as 

follows: 

 

 

 

 

 

 

 

 88 
 



   Actual Revenue 
Yield =  
   Potential Revenue 
 
 
 = Occupancy Rate   ﹡  Average Rate 
 
 
         Actual Average Check Associated 
   Number of Day Parts Used     with Food and Beverage Purchase 

=           ﹡   
       Number of Day Parts Available      Potential Average Check Associated 
         with Food and Beverage Purchase 
  

 Function-space occupancy is difficult to calculate because a function room is 

not an appropriate unit for yield calculations (Kimes & McGuire, 2001). Most hotels 

define function-space duration by day part. However, the definition and number of 

day parts vary from hotel to hotel. Events can span multiple day parts or use only a 

fraction of a day part (Kimes & McGuire, 2001). The best time unit to use in 

calculating function-space occupancy is by the hour; however, most hotels may not 

have sufficiently accurate data for a calculation at this level (Kimes & McGuire, 

2001). The most practical time unit to be chosen for calculation is usually the day part. 

The number of day parts per day varies by hotel, but is usually related to the number 

of times each day that a function space can be rented (Kimes & McGuire, 2001). Most 

hotels use two or three day parts per day for each function space. Function-space 

occupancy can be calculated by dividing the number of day parts used by the number 

of day parts available (Kimes & McGuire, 2001). For example, if a hotel has five 

function rooms and three day parts per day, the monthly capacity available (assuming 

a 30-day month) would be 450 day parts (5 function rooms x 3 x 30). If the hotel sold 

a total of 250 day parts of function space in a month, the function-space occupancy 

would be 55%. 
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        Number of Day Parts Used  
Function-space occupancy =          
         Number of Day Parts Available    
      
       250  
    =  
       5 ﹡3 ﹡30 
    
    =  55% 
 

 Yield statistics, therefore, are a more flexible and consistent way to judge a 

hotel’s performance (Orkin, 1988). By measuring the yield statistics, hotel 

management can look into operating results in meeting company goals or objectives 

and for maintaining effectiveness and efficiency of space operations. 

 

2.10 Tourism and Hotel Industry in Taiwan 

Taiwan is a relatively new tourist destination (Prideaux, 1996) and tourism 

development has become essential to Taiwan’s economy. When the majority of the 

manufacturing companies in Taiwan began to move their plants to Mainland China in 

favor of lower labor and production costs in the 1990s, the Taiwanese government, in 

addition to its goal of transforming the island into a technologically advanced country, 

focused its attention towards the development of its tourism industry, for the survival 

of the island’s economy. 

According to the Tourism Bureau of Taiwan (2004a), Taiwanese tourism 

businesses began in 1956 with 14,974 visitor arrivals. In Taiwan, the number of 

visitor arrivals was 2.6 million in 2001, 2.9 million in 2002, 2.2 million in 2003, and 

2.9 million in 2004 (Tourism Bureau of Taiwan, 2005a). The growth rate of visitor 

arrivals to Taiwan has increased by more than 150 times over the past 5 decades of 

tourism development. When examining the history of tourist arrivals, special attention 

must be paid to two big events: the 9-11 terrorist attacks in New York in 2001 and the 
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Severe Acute Respiratory Syndrome (SARS) in 2003. The number of international 

visitor arrivals to Taiwan increased by 10.64% during the first six months of 2001; 

however, there was a sharp decline following the 9-11 terrorist attacks in New York 

due to its impacts on the global tourism industry. From September 12 through 

December 31, 2001, the number of visitors to Taiwan suffered a decline of 17.03%. 

The Tourism Bureau of Taiwan responded quickly by targeting inbound markets of 

Japan, Hong Kong, and Singapore. In 2002, the number of visitor arrivals reached 2.9 

million. However, the number of visitor arrivals was affected by the outbreak of 

SARS in May 2003. The number of visitor arrivals declined by 24.50% in 2003 

(Tourism Bureau of Taiwan, 2004b). 

In 2001, local Taiwanese residents contributed US$7.15 billion on domestic 

trips and international tourism receipts amounted to US$3.99 billion, representing a 

total tourism revenue of US$11.14 billion and a growth rate of 6.8% on the previous 

year (Tourism Bureau of Taiwan, 2003a). In 2002, local Taiwanese residents 

contributed US$6.85 billion and international tourism receipts accounted for US$4.2 

billion, representing a total tourism revenue of US$11.05 billion (Census Bureau of 

Taiwan, 2004a). In 2003, local Taiwanese residents contributed US$4.07 billion on 

domestic trips and international tourism receipts amounted to US$2.97 billion, 

representing a total tourism revenue of US$7.04 billion, and a decrease of 36.3% over 

2002 (Tourism Bureau of Taiwan, 2004a). Based on the 3-year data, almost 60% of 

the tourism revenues was contributed by local residents. Such data showed that the 

prosperous natural resources of Taiwan attracted many local residents for the easy 

access of tourist attractions and that tourism promotion made by local governments in 

recent years has been effective (Economic Daily News, 2001). 
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The ratio of the tourism industry in gross domestic product (GDP) was 2.77%. 

The GDP of tourism had surpassed that of agriculture, making tourism an important 

industry for Taiwan. Using the total employment number equivalent method, the 

overall number of full-time jobs that could be created by all tourism sectors was 

estimated to be 240,805, with the largest amount of job creation being produced by 

the food and beverage, land transportation, hotel and retail sectors (Tourism Bureau of 

Taiwan, 2005b). 

In 2003, the three major inbound tourist markets were Japan (29.23%), Hong 

Kong and Macao (14.38%), and the United States (12.14%). The biggest increase was 

seen in tourist arrivals from South Korea (11.08% of total arrivals). The average 

tourist stay was 7.8 nights; the average daily tourist expenditure was US$166.08, of 

which, 46.15% accompanied hotel bills, 17.25% was spent on shopping, and 12.26% 

was attributed to meals taken outside of hotels (Tourism Bureau of Taiwan, 2005b). 

From 2001 to 2003, the average occupancy rate for “tourist hotels” was 61.64%, 

61.29%, and 56.43%, respectively (Tourism Bureau of Taiwan, 2003a; Census Bureau 

of Taiwan, 2004a, 2004b). The average daily rate (ADR) for “tourist hotels” was close 

to US$100 in 2001 and 2002 (NT$2,951 in 2001; NT$2,907 in 2002) (Tourism 

Bureau of Taiwan, 2003a; 2005b; Census Bureau of Taiwan, 2004a). The average 

daily rate for the year 2003 was approximately US$90 (NT$2,763) (Tourism Bureau 

of Taiwan, 2005c). 

 There are three lodging groups in Taiwan: a) tourist hotels, b) general hotels 

and motels, and c) bed and breakfasts, home stays, and camps. There are a total of 

3,651 lodging establishments with 43,734 employees on the Taiwan main island, 

Penghu Island, Kinmen county, and Lienchiang county (Census Bureau of Taiwan, 

2004c). Among them, 87 hotels were certified by the Tourism Bureau of Taiwan as 
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tourist hotels in 2003, in the first lodging group category (commercial code number 

5011). The second lodging group category (commercial code number 5012) included 

a total of 3,187 general hotel and motel properties on the main island. The remaining 

lodging group (commercial code number 5090) comprises bed and breakfasts, home 

stays, and camps (Census Bureau of Taiwan, 2004d; Department of Commerce, 

Ministry of Economic Affairs in Taiwan, 2004). The total revenue of the lodging 

industry in Taiwan accounted for more than US$1 billion in 2004 (NT$35 billion). In 

the same year, there were a total of 87 tourist hotels under the supervision of Tourism 

Bureau of Taiwan. However, only 85 tourist hotels were in operation with 20,549 

rooms and 236,007 employees; two tourist hotels were not in operation due to a 

temporary business closure caused by typhoon damage. Among the operating hotels, 

60 were classified as international tourist hotels with a total of 17,658 rooms and the 

remaining 25 were classified as standard tourist hotels with a total of 2,891 rooms 

(Tourism Bureau of Taiwan, 2005c). Two ratings, international tourist and standard 

tourist hotels, are assigned to tourist properties based on various physical attributes 

and quality of service. International tourist hotels usually have more space and offer 

more deluxe services compared to standard tourist hotels. For example, international 

tourist hotels should offer bar(s), banquet room(s), swimming pool(s), gymnasium(s), 

and gift shop(s), and adhere to a stricter specification on room accommodations 

(Tourism Bureau of Taiwan, 2005d). 

In addition, international tourist hotels in Taiwan are usually recognized as 

internationally rated four- to five-star hotels. Standard tourist hotels in Taiwan are 

most likely recognized by both local residents and international tourists as three-star 

hotels (Tourism Bureau of Taiwan, 2003b). There are more international tourist hotels 

than standard tourist hotels in Taiwan, which is in line with the hotel industry 
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composition of Southeast Asia (Hsu & Gregory, 1995). In Southeast Asia, the hotel 

industry has traditionally been dominated by four-star and five-star hotels in major 

cities. The structure is a reflection of Western travelers’ traditional hotel preferences 

and of the owners’ desire for prestigious locations and brand names (Saunders & 

Renaghan, 1992). 

Both city hotels and resort hotels are major components of the lodging 

industry in Taiwan. According to a hotel record in 2001 (Tourism Bureau of Taiwan, 

2003b), Taipei, Kaoshiung, and Taichung, the three largest cities in Taiwan, housed 

67% of international tourist hotels. Taipei, the capital, has 25 international tourist 

hotels, including Grand Formosa Regent Taipei, The Grand Hotel, The Sheraton 

Taipei, Imperial Hotel Taipei, Rebar Crowne Plaza Taipei, Hotel Royal Taipei, 

Howard Plaza Hotel, The Westin Taipei, The Sherwood Hotel Taipei, Far Eastern 

Plaza Hotel, and Grand Hyatt Taipei. Kaohsiung, the second largest city in Taiwan, is 

located in the south and has 8 international tourist hotels including Howard Plaza 

Hotel Kaohsiung, Holiday Garden Kaohsiung, The Ambassador Hotel, Grand Hi-Lai 

Hotel, The Splendor Kaohsiung, and Grand Hotel Kaohsiung. Taichung, the biggest 

city in central Taiwan, has 6 international hotels, including Evergreen Laurel Hotel, 

The Splendor Taichung, Plaza International Hotel, and Howard Prince Hotel Taichung 

(Tourism Bureau of Taiwan, 2003b). Most of the hotels located in these three major 

cities belong to worldwide chains or are franchised hotels. 

Taitung and Hualien counties, both located in the eastern part of Taiwan, are 

two of the most popular sightseeing and resort areas, hosted 12% of international 

tourist hotels (Tourism Bureau of Taiwan, 2003b). Other than city hotels, there are 

many resort hotels because of Taiwan’s numerous natural resources. Resort hotels are 

most likely to be located in counties such as Taoyuan, Hsinchu, Nantou, Changhua, 
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Chiayi, Tainan, Pingtung, Taitung, Hualien, Ilan, and Penghu Island. The government 

has established 6 national parks and 11 national scenic areas to preserve Taiwan's best 

natural ecological environment and cultural sites (Tourism Bureau of Taiwan, 2004c). 

Formosa (beautiful island) was what the Portuguese called Taiwan when they first saw 

the island's verdant beauty in the 16th century. Located along the southeastern coast of 

the Asian Continent at the western edge of the Pacific Ocean, between Japan and the 

Philippines and right in the center of the East-Asian island arc, Taiwan forms a vital 

line of communication in the Asia-Pacific region. It covers an area of approximately 

36,000 square kilometers (14,400 square miles) and is longer than it is wide. 

Two-thirds of the total area is covered by forested mountains and the remaining area 

consists of hilly country, platforms and highlands, coastal plains, and basins. The 

Central Mountain Range stretches along the entire island from north to south, thus 

forming a natural line of demarcation for rivers on the eastern and western sides of the 

island. On the west side of Taiwan lies Yushan Mountain, with its main peak reaching 

3,952 meters, the highest mountain peak in Southeast Asia (Tourism Bureau of 

Taiwan, 2004d). The evidence has indicated the potential for resort hotels in Taiwan. 

The stage of the life cycle in the current hotel industry in Taiwan is considered 

maturity. According to Yao (1997), the Taiwanese hotel development has gone 

through four stages of development ever since the government’s tourism promotion 

efforts in 1957. The first stage is called the development of tourist hotels (1962 to 

1972). Hotels such as China Hotel, International Hotel, Unity Hotel, and Ambassador 

Hotel in Taipei, Tainan Hotel in Tainan, and Grand Hotel in Kaohsiung were 

developed during this period of time. The average number of rooms was around 300. 

Taiwan experienced an encouraging economic growth rate in late 1980’s and 

early 1990’s. As a result of economic growth, the Taiwanese hotel industry had moved 
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to the establishment of international franchise and chain hotels (1973 to 1990), which 

is the second stage of hotel development (Yao, 1997). In this period of time, franchise 

and chain properties such as Hilton International, Inc.; Holiday Inns, Inc.; Okura 

Hotel; Sheraton Hotel; and Hyatt International Inc. were introduced to Taiwan (Yao, 

1997). 

The third stage of development refers to the development of resort hotels (Yao, 

1997). The hotel industry in Taiwan has contributed tremendously to the development 

of resort hotels since 1986 (Yao, 1997). Demand is driven by domestic tourist travel 

and consumption, which is closely linked to the island of the economy. The hotel 

industry in Taiwan has been also continuingly developed to cater for more leisure 

visitors and provide better services. Most of resort hotels belong small to medium 

companies. Small or medium companies can compete effectively through favorable 

locations and specialty products and services such as hot spring spa. 

The fourth stage of development (since 1987) is so-called the overseas 

investment period (Yao, 1997). Big companies have economies of scale in operations, 

can more easily raise capital and have strong name recognition. As a result of the 

continuing tourism development, Taiwanese hotel owners and operators quickly 

accelerated the expansion of their brands to overseas. In particular, large-scale 

Taiwanese hotels are expanding their operations through franchising, strategic 

partnerships and developing company-owned hotels in Mainland China and overseas 

(Yao, 1997). One of the outstanding hotels is Evergreen International Hotels. 

Evergreen International has been established in Taichung, Keelung and Taipei in 

Taiwan, and Bangkok, Penang, Paris, and Fukuoka, Japan (Evergreen International 

Hotels, 2006).
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2.11 Development of Knowledge Management in Taiwan 

As global industries face a new knowledge-based economy at the dawn of the 

21st century, the Industrial Economics and Knowledge Center (IEKC) was 

inaugurated on June 30, 2000. IEKC is a sub-unit of Taiwan’s premier research body, 

the Industrial Technology Research Institute (ITRI), and was formed to help 

businesses in Taiwan meet this revolutionary change in economic structure. Three 

primary functions of IEKC are: (1) to provide innovative technologies, knowledge 

management, and diverse, value-added services to industry; (2) to respond promptly 

to industry needs in ever-changing environments by coordinating professional 

industry consultants and analysts from ITRI’s various research laboratories to provide 

multi-disciplinary services; and (3) to offer technology and market intelligence 

services by consolidating ITRI’s core advantage of highly professional research and 

development teams (Industrial Technology Research Institute, 2003a). IEKC’s 

research in management looks at operational practices from a knowledge-based 

management approach and investigates new business models and methods to reduce 

costs or difficulties of restructuring while at the same time, establishing a high value 

knowledge-based service industry (Industrial Technology Research Institute, 2003b). 

Kuan-Tsae Huang, Chairman and CEO of TASKCO, an Asian company with 

headquarters in Taiwan, mentioned that President Chen of Taiwan announced 2001 as 

the first year of Taiwan’s knowledge economy. Subsequently, in the same year, the 

government announced the “Taiwan 2008 Challenge Project,” which was set up to 

provide a service focus on research and development (R&D) activities that would 

transform Taiwan into a knowledge-based economy (Shoeps, 2003). 

The government has invested US$1.5 billion in R&D for the “Taiwan 2008 

Challenge Project”, suggesting that increased importance has been placed on the 
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collection of experience and knowledge across industries for the benefit of innovation 

and knowledge creation. According to Huang, the Taiwanese government hopes to 

create approximately 30 multi-national R&D centers, and centralize a so-called R&D 

innovation service industry (Shoeps, 2003). 

The global economic recovery had taken place since the first quarter of 2004 

(Taiwan Institute of Economic Research, 2004). The 2003 outbreaks of SARS and 

mad cow disease affected the economy not only in Asia, but also globally. Taiwan, 

however, has been able to stand apart from its regional competitors and to manage and 

turn these crises into opportunities (Taiwan Institute of Economic Research, 2004). 

From a standpoint of KM practices in Taiwan, investment in the implementation of 

KM projects by the Taiwanese government could have made the difference. 

 

2.12 Summary 

 This chapter provided a thorough understanding of several management 

related concepts in today’s main stream research. Specifically, KM, MO, and 

performance were highlighted from the perspective of profit-oriented organizations. A 

review of the development of the tourism and hotel industry and the development of 

KM in Taiwan were also presented in this chapter. 

 To summarize, explicitly recognizing knowledge as a corporate asset is a new 

concept, as is the understanding of the need to manage and invest in knowledge in 

order to gain value from tangible assets (Davenport & Prusak, 1998). The need to 

make use of the most of organizational knowledge and to get as much value as 

possible from it is greater now than ever before (Davenport & Prusak, 1998). Many 

published articles have already conceptually discussed the importance of KM and its 

relation to business strategies and performance. A KM approach demands that 
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research is undertaken to empirically understand “the processes and practices for the 

generation, identification, assimilation and distribution of knowledge” (Shariq, 1997, 

p. 75), and this has not been a feature of hospitality and tourism research in the past 

(Cooper et al., 2003). Tourism researchers are encouraged to embrace the concepts of 

KM in the tourism sector in order to add value to the economy (Cooper, 2002). 
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CHAPTER 3: MODEL FORMULATION 

 

Relationship among KM, MO, and OP are reviewed in this chapter. Based on 

the reviews, this study proposed a model in examining the effects of KM and MO on 

hotel performance. Four sets of hypotheses were formulated to guide the study and to 

present for significance testing. 

 

3.1 Knowledge Management and Organizational Performance 

Many studies have indicated that KM could enhance business performance 

(Bassi, 1997; Bontis et al., 2002; Comeau-Kirschner, 2000; Gladstone, 2000; Gupta & 

Govindarajan, 2000; Hope & Hope, 1997; Malhotra, 2000; Sallis & Jones, 2002; 

Teece, 1998; Wah, 1999a; Wiig, 1999a). A growing number of cases show that better 

understanding and management of knowledge have brought demonstrable bottom line 

benefits. For example, Texas Instruments reduced the cost of a new semiconductor 

plant by sharing best practices, while BP (British Petroleum), one of the world's 

largest oil and petrochemicals companies, reduced the time needed to bring a new oil 

well on stream through shared learning across oil fields (Skyrme, 2000). 

 Wah (1999a) reported that at Buckman Laboratories International Inc., a 

Memphis, Tennessee-based manufacturer of specialty chemicals for aqueous 

industrial systems, top management built a knowledge-sharing culture through 

interactive learning using the Internet and Intranet. The global KM strategy has 

allowed Buckman to significantly increase its market share, increasing the percentage 

of sales that came from products less than five years old from 14 percent in 1987 to 35 

percent in 1997. The strategy has increased not only sales volume but also overall 

productivity. The company reported that since 1992, sales per salesperson and sales 
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per associate have increased 51 percent and 34 percent, respectively. Operating profits 

per associate increased 93 percent during the same period (Wah, 1999a). 

Another important aspect of KM is that effective implementation does not lead 

to more work. Instead, as a result of improved knowledge and knowledge use, 

operations exhibit less rework; quicker analysis, decision, and execution, particularly 

on non-routine tasks and other desirable traits. KM strategies and initiatives, as 

opposed to new and added functions, must to the largest extent possible be based on 

and be part of ongoing efforts, often without making company activities more difficult, 

time consuming, or demanding more effort (Lucier & Torsilieri, 1997). The initiation 

of KM should introduce minimum disturbances and distractions from daily work and 

other efforts, consume minimum resources, and expose the enterprise to minimum 

risks. Executives and managers should also pay attention to the four common 

problems identified by Lucier and Torsilieri (1997) before the introduction of KM: (1) 

no specific business objectives, (2) incomplete program architecture, (3) insufficient 

focus upon strategic objectives, and (4) top management sponsorship without active 

involvement. 

A Management Review survey conducted in 1998 confirmed that KM as a 

strategy will offer a competitive edge in the future (Wah, 1999b). In this study, 63 

percent of the 1,626 American executives interviewed said they did not have a formal 

KM program in place in their organization; however, the majority (79 percent) 

believed KM is vital to their companies’ future success. 

 

3.2 Market Orientation and Business Performance 

MO is frequently positioned to improve business performance. The argument 

is that organizations that are market-oriented (i.e., those that track and respond to 
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customer needs and preferences) can better satisfy customers and hence can perform 

at higher levels (Jaworski & Kohli, 1993). A study by Lusch and Laczniak (1987) 

provided support for this relationship. Narver et al. (1991) also advised that being 

market orientated could never bring a negative effect. 

The importance of the service sector contributes to the increased interest in 

services marketing (Caruana, Ramaseshan, & Ewing, 1999). The continuing shift 

from manufacturing to service extends to research of the relationship between MO 

and business performance. For example, Raju et al. (1995) established that MO is 

significantly related to selected performance dimensions in hospitals. Webb et al. 

(2000) found a positive correlation between MO and both customer satisfaction and 

service quality. Other works illustrated that MO is related to on-time delivery, product 

durability, sales growth, market share, profitability and job satisfaction (Liu, 1995; 

Tansuhaj et al., 1991; Wright et al., 1997). Cano, Carrillat, and Jaramillo (2004) 

further examined MO and organizational performance (OP) by comparing 

manufacturing and service companies, and results indicated that the relationship 

between MO and OP is stronger in a service setting than in a manufacturing setting. 

 

3.2.1 Market Orientation and Hotel Performance 

In search of literature on the relationship between MO and business 

performance in the hotel sector, several studies were found (Au & Tse, 1995; Agarwal 

et al., 2003; Chien et al., 2005b; Sargeant & Mohamad, 1999; Sandvik & Sandvik, 

2003; Sin et al., 2005; Tse et al., 2005) and only two studies showed a positive 

relationship between MO and hotel performance. First, Agarwal et al. (2003) 

examined the relationship between MO and performance with data from 201 

international hotels in the U.S., and found that MO was positively associated with 
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both judgmental measures of performance (i.e., service quality, customer satisfaction 

and employee satisfaction) and objective measures of performance (i.e., occupancy 

rate, gross operating profit, and market share). Second, Sin et al. (2005) not only 

validated Narver and Slater’s (1990) MO scale in the hotel industry but also 

confirmed that MO is positively and significantly associated with the marketing 

performance and financial performance of a hotel. 

However, other than Agarwal et al. (2003) and Sin et al. (2005), the rest of 

hotel studies found in the literature indicated a weak and/or insignificant relationship 

between MO and hotel performance. First, results of Au and Tse’s (1995) comparative 

study with 189 hotels in Hong Kong and New Zealand were in contrast to prior 

studies in other industries, which showed a positive relationship between MO and OP 

(Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Lusch & Laczniak, 1987; Narver 

& Slater, 1990; Narver et al., 1991). Au and Tse (1995) argued that the commonly 

accepted theory, which suggests that market-oriented companies tend to be more 

successful than less market-oriented companies, is questionable. The absence of a 

direct relationship between MO and hotel performance has a strong indication on the 

role of other influencing factors. Therefore, Au and Tse (1995) suggested that 

moderating factors such as size of the hotel, price, and the general economy, in 

addition to market turbulence, technological turbulence and degree of competition, as 

suggested by Jaworski and Kohli (1996), all interact in a complex manner which 

could have an enormous impact on the relationship between MO and hotel 

performance. Tse et al.’s (2005) study further supported the assertion that the link 

between MO and performance may be moderated by conditions of the economic 

environment, that is, MO may not be as crucial to a hotel in booms as in recessions. 
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Second, Sargeant and Mohamad (1999) studied the 200 largest hotels in the 

United Kingdom (U.K.), and found that (1) 35% of hotels remained sales oriented, 

which indicated that U.K. hotels exhibited a moderate level of MO; and (2) there was 

no link between the degree of MO attained and the performance of the business as 

measured by profitability and turnover. Sargeant and Mohamad (1999) commented 

that it may be too early for U.K. hotels to quantify the benefits of a relatively recent 

development of MO. 

Third, Sandvik and Sandvik (2003) found an indirect relationship between MO 

and hotel performance. Sandvik and Sandvik (2003) examined 298 hotels in Norway. 

Findings suggested that MO does not have a direct effect on performance measures 

such as price premium, sales growth, and profitability. They further tested the use of 

product innovativeness as a mediating variable between MO and business 

performance. Their findings revealed that MO affects profitability indirectly only 

through the use of new-to-the-market products in product innovation, not through the 

use of new-to-the-firm products. MO is an effective means to produce superior value 

for customers when products are not available from competitors. Such evidence 

supported the mediating role of technical and administrative innovations in the 

relationship between MO and OP, as reported by Han, Kim, and Srivastava (1998). 

 Fourth, Chien et al. (2005b) found hoteliers in Taiwan have successfully 

adopted marketing philosophy and techniques within their businesses. However, 

results of their 6-year analyses suggested a weak and/or insignificant relationship 

between MO and hotel performance. They also found a difference in performance 

between longstanding and newly-opened hotels. When eliminating newly opened 

hotels from the analysis, results showed a significant effect of MO on hotel 

performance. Their results suggested a time gap between the implementation of MO 
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and tangible benefits because new hotels placed more emphasis on MO, yet did not 

perform as well as longstanding hotels. An indication of this performance time gap 

implied that MO requires long-term commitment before truly successful performance 

could be achieved (Chien et al., 2005b). 

 

3.3 The Relationship between Knowledge Management and Market Orientation 

Based on a review of literature, the implementations of both KM and MO are 

assumed to be powerful predictors of OP. However, little research has examined the 

relationship between KM and MO, either conceptually or empirically (Chien et al., 

2005a). While research to date has significantly enriched the understanding of 

organizational barriers to the development of MO (Harris, 1999), a review of the 

existing literature indicates that there may be other important internal influences on 

MO which need to be considered in delineating the complex interplay between MO 

and OP (Au & Tse, 1995; Jaworski & Kohli, 1993). In particular, literature in business 

and management points to the significance of an internal KM process in influencing 

organizational performance. 

A study by Wiig (1999b) also concluded that by targeting the most promising 

market opportunities and making available the most capable organizational resources, 

an effective KM ensures best possible strategies and yields from the efforts. A recent 

qualitative study by Chien et al. (2005a) suggested a conceptual causal model of 

MO-to-KM-to-OP effect, that is, market-oriented firms should be able to perform KM 

in a way that enhances business performance. In their study, hotel practitioners were 

asked about the possibilities of a KM-to-MO effect. However, all the participants 

(50% of them represented international five-star chain hotels) could not provide 

practical or operational explanations for a KM-to-MO effect in hotel operations and 
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Figure 3.1: The Proposed Model in Three Different Hotel Performance Measures 
Note: Hotel performance examined in three perspectives: a) the overall hotel 
performance; b) room performance; and c) food and beverage performance. 
  

 In this study, organizational performance was examined at the property level 

rather than the corporate level. Although a general manager’s and his or her hotel 

performance are usually evaluated on the basis of sales revenue, profitability, 

customer satisfaction and employee satisfaction (Jones, 1999), this study examined 

hotel performance from the management perspective rather than from the creditors’, 

investors’, customers’ or employees’ point of view. 

 Two concepts employed in this study to tap hotel performance were subjective 

performance and objective performance. Performance measurement allows not only 

monitoring of the business performance according to business objectives but also 

assessing the performance in comparison with similar company performances via 

benchmarking (Neely, Richards, Mills, Platts, & Bourne, 1997). Therefore, 

self-reported measures of OP were used to evaluate the overall hotel performance 

from a non-financial and subjective perspective. In addition to subjective performance 

evaluation by hotel managers, hotel performance in terms of a) room and b) food and 
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beverage were assessed objectively. Because the two largest departments in a hotel are 

the room department and the food and beverage department, both the room and food 

and beverage performance measures were examined from an operational and 

objective perspective. 

 The reason for assessing food and beverage performance was that food and 

beverage also contributes to a large percentage of the hotel revenue and this is 

especially true for hotel businesses in Taiwan. According to the 2003 annual report of 

“Operational Analyses on International Tourist Hotels in Taiwan” (Tourism Bureau 

of Taiwan, 2004a, p.60), a large percentage of hotel revenue was from food and 

beverage sales. Only hotels located in resort areas such as Hualien, Beitou, Nantou, 

Chiayi, Pingtung, and Taitung could attribute a larger percentage of revenue to rooms, 

yet food and beverage revenue was still the second largest source of revenue for such 

resort hotels. Table 3.1 shows the importance and contribution of both room and food 

and beverage revenues to hotel businesses. 
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Table 3.1: 2003 International Tourist Hotels’ Operating Revenues by Geographic 

Zones 

Zone1 Total 
Revenue2  
(NT$ in 
million) 

Room 
Revenue 
%  

Food and 
Beverage 
Revenue 
% 

Laundry 
Revenue 
% 

Retail 
Shop 
Rental 
Revenue%

Minor 
Operating 
Revenue 
% 

Service 
Charge 
Revenue  
% 

Night 
Club 
Revenue 
% 

Other 
Revenue 
% 

Taipei city 
zone 

17,078 34.84% 49.64% 0.62% 2.72% 1.45% 6.11% 0.48% 4.14%

Kaohsiung 
city zone 3,377 33.76% 51.98% 0.55% 5.26% 1.52% 4.44% 0.05% 2.44%

Taichung 
city zone 1,908 32.82% 44.96% 0.39% 0.98% 1.64% 7.60% 0.07% 11.54%

Huilien3 1,567 58.28% 34.30% 0.03% 0.07& 0.02% 3.39% 0% 3.91%

Resorts4 2,198 55.19% 29.65% 0.02% 0.91% 4.06% 3.80% 0% 6.36%

Taochumao5 1,241 38.27% 48.71% 0.57% 0.56% 1.87% 4.65% 0% 5.38%

Others 1,090 35.63% 54.39% 0.34% 0.90% 1.29% 2.75% 0.84% 3.86%

Total 28,462 37.62% 47.36% 0.51% 2.46% 1.61% 5.49% 0.33% 4.64%

Source: Tourism Bureau of Taiwan, 2004a, p. 60 

1 Seven different zones were assigned by the Tourism Bureau of Taiwan when reporting hotel 
performance 
2 The exchange rate is approximately at US$1 = NT$30 
3Hualien is one of the two major resort areas in the East of Taiwan main island 
4Resorts cover hotels located in Beitou, Nantou, Chiayi, Pingtung, and Taitung 
5Taochumao zone includes hotels located in Taoyuan, Hsinchu, and Maoli 
 

 

3.5 Research Hypotheses 

Various sets of hypothesis were proposed to examine the relationship among 

KM, MO and hotel performance. 

Davenport (1999) suggested in those companies where KM has already carved 

out its own identity, closer linkages need to be forged between the fundamental 

attributes of the business environment and their business performance, business 

strategies and resulting business objectives, and core competencies and employee 

capabilities. The practice of KM within an organization reflects its ability to handle 

new challenges and opportunities in the marketplace by leveraging an organization’s 

resources. Many studies indicated that KM could enhance business performance 
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(Bassi, 1997; Bontis et al., 2002; Comeau-Kirschner, 2000; Gladstone, 2000; Gupta & 

Govindarajan, 2000; Hope & Hope, 1997; Malhotra, 2000; Sallis & Jones, 2002; Teece, 

1998; Wah, 1999a; Wiig, 1999a). Therefore, it could be expected that KM has a 

positive and direct influence on hotel performance. The first set of hypotheses to be 

tested was: 

 

H01a: Implementation of KM strategies has a positive effect on the overall 

hotel performance. 

H01b: Implementation of KM strategies has a positive effect on the room 

performance of hotels. 

H01c: Implementation of KM strategies has a positive effect on the food and 

beverage performance of hotels. 

 

Significant progress has been made in the research of MO in the past decades. 

Scholarly attention has not only focused on the definition, measurement and impact of 

MO, but also contributed to the organizational drivers of MO and their enhancement 

(Jaworski & Kohli, 1996). MO is frequently posited to improve business performance 

(Agarwal et al., 2003), and empirical research supports that MO enhances OP 

(Deshpande et al., 1993; Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Kumar et 

al., 1998; Narver & Slater, 1990; Ruekert, 1992). Being market oriented has not been 

shown to bring any negative effect (Narver et al., 1991). Therefore, it was 

hypothesized as H02 that MO is positively associated with hotel performance. 

 

H02a: MO capabilities have a positive effect on the overall hotel performance. 

H02b: MO capabilities have a positive effect on the room performance of 

hotels. 
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H02c: MO capabilities have a positive effect on the food and beverage 

performance of hotels. 

 

Few studies were found in relation to both KM and marketing principles. 

Deering (2002) discussed the relationship between KM and market intelligence but 

this theory was not empirically tested. Research by Chien et al. (2005a) was also 

conducted in a qualitative nature and findings suggested that the more market-oriented 

a company is, the more it is likely to perform KM because of the needs to manage 

organizational knowledge. Although from a conceptual point of view, the 

implementation of KM could be posited as a critical element of the business strategy 

that allows an organization to improve its MO capabilities, Chien et al. (2005a) did 

not support the KM-to-MO effect. Therefore, in examining the relationship between 

MO capabilities and KM strategy implementation in the hotel industry, the third 

hypothesis was stated as: 

 

H03: MO capabilities has a positive effect on the implementation of KM 

strategies in operating hotels. 

 

Simply realizing that KM has a positive relationship with OP and that MO has 

a positive relationship with OP is not necessarily enlightening. Because MO processes 

are not invariant (Au & Tse, 1995), the links among KM, MO, and OP are likely to be 

complex. Hence, the researcher also sought to empirically test a multiple underlying 

pathway by way of incorporating KM within the MO-OP model. 

In a recent study of the identification of MO-KM-OP relationship, Chien et al. 

(2005a) indicated that market-oriented firms should be able to perform KM in a way 
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that enhances business performance. By leveraging the most important organizational 

resources – knowledge – for competitiveness and sustainability in the service industry, 

MO is propositioned to help the hotels accelerate the rate at which hoteliers handle 

new challenges and opportunities in the marketplace and perform well. Therefore, 

KM was proposed to have an impact on the relationships between MO and OP. In 

other words, market-oriented organizations that manage organizational knowledge 

effectively are hypothesized to have a greater potential to increase their organizational 

performance. Therefore, the fourth set of formal hypotheses to be tested was: 

 

H04a: KM plays a mediating role in the effect of MO on overall hotel 

performance. 

H04b: KM plays a mediating role in the effect of MO on the room 

performance of hotels. 

H04c: KM plays a mediating role in the effect of MO on the food and beverage 

performance of hotels. 

 

3.6 Summary 

In this chapter, a model was formulated to guide the organization of the 

research centered around three constructs: KM, MO, and hotel performance. 

Specifically, four sets of hypotheses were defined in an attempt to provide a solid 

theoretical foundation for describing the relationships among KM, MO, and hotel 

performance. Based on the review of literature, effects of 1) KM on hotel performance, 

2) MO on hotel performance, and 3) MO on KM, and lastly 4) the mediating role of 

KM on the effect of MO on hotel performance were hypothesized and the proposing 

model was to be verified. 
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CHAPTER 4: METHODOLOGY 

  

 This study aimed to contribute to KM’s emerging theories by 1) developing a 

scale in measuring the implementation of KM strategies, and 2) proposing a model 

and evaluating it empirically by the various observable indicators of KM strategies 

and MO capabilities and their effects on hotel performance. Based on the concepts 

and model presented in Chapter 3, this chapter explains the research methods of the 

study. The first section provides the rationale for the research design. The second 

section discusses the statistical techniques used in this study and the third section 

explains the procedure of an 8-stage process. 

 

4.1 Research Design 

 This study employed a mixture of qualitative and quantitative methods. Two 

stages of a qualitative research, focus group discussions and expert reviews, to 

generate KM measurement items were involved. The primary objective of the 

qualitative research was to provide a foundation for the survey instrument measuring 

KM. A qualitative method was chosen because it gave the participants the freedom to 

express their own views, with an emphasis on uncovering the meanings and 

interpretations that lay behind KM. Since the studies of KM are still at an exploratory 

stage, a qualitative method is particularly useful if one wants to fully understand the 

implications of KM. 

Following the qualitative techniques, a survey design of a quantitative research 

was used. Both primary data and secondary data were used in this study. Hotel 

performance was examined from three different perspectives: a) overall hotel 

performance; b) room performance; and c) food and beverage performance. The 
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overall hotel performance measures were subjective evaluations while a) room and b) 

food and beverage performance evaluations were objective measures from secondary 

data. A cross-sectional survey design with a self-administered questionnaire 

measuring KM, MO and the subjective performance was adopted to collect the 

primary data for this study. Cross-sectional research using a standardized instrument 

made the survey more reliable than other methods of collecting data and the data 

easier to analyze and interpret, and successfully reduced the chance of response bias 

(Henderson & Bialeschki, 2002). Given the nature of this study and the advantages of 

the survey design, a cross-sectional survey design was adopted in addition to 

secondary data collection on hotel objective performance measures. The research flow 

was outlined in Figure 1.1 of Chapter 1. 

 

4.2 Overview of Statistical Techniques 

Guided by the proposed model, statistical techniques of descriptive statistics, 

exploratory factor analysis (EFA), confirmatory factor analysis (CFA) and structural 

equation modeling (SEM) analysis were undertaken to assess hotel organizational 

behaviors in regards to the implementation of KM strategies and MO capabilities and 

their effects on hotel performance. Descriptive statistics, providing a demographic 

profile of respondents and the strategic characteristics of operating hotels, were first 

calculated and reported in the study. EFA was conducted to a) identify and fine-tune 

underlying dimensions, and b) reduce the number of items derived from focus groups 

and expert reviews. The software used for descriptive statistics and EFA was the 

Statistical Package for the Social Sciences (SPSS) Version 11.5. 

The SEM analysis which incorporates unobservable or latent variables (such 

as KM, MO, and OP constructs measured in the present study) and measurement 
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errors has undoubtedly increasing application in theory testing and empirical model 

building in the field of marketing (Fornell & Larcker, 1981a, 1981b) and social 

sciences (Byrne, 1998). Before testing the structural relationships between the latent 

variables, CFA was necessary to assess the relationships between the latent variables 

and their indicators (Gerbing & Anderson, 1988; Herting & Costner, 2000). SEM is 

dedicated to test and estimate the causal relationships between the latent constructs 

(Byrne, 1998). Hence, this study utilized the Linear Structural Relations (LISREL) 

software package Version 8.54 for the analyses of CFA and SEM (Jöreskog & Sörbom, 

1993; Jöreskog, 2000) to validate the latent constructs and identify the relationships 

between them. Missing values were replaced by imputations. The method of 

estimation was maximum likelihood (ML), which is “the most common estimation 

procedure” (Hair, Anderson, Tatham, & Black., 2002, p.605) that has demonstrated 

robustness against the moderate violation of normality (Jöreskog, 1993). Covariance 

and asymptotic matrices were used throughout the analysis. 

 LISREL is the most popular program that is widely available for estimating 

structural equation models (Hayduk, 1987). “LISREL allows one to test the goodness 

of fit of models, to diagnose problems with models, to fix or constrain model 

coefficients, to do multiple-group analyses, to estimate means and intercepts as well 

as slopes, and most importantly, to distinguish consistently between latent concepts 

and observed indicators” (Hayduk, 1987, p. xii). These features have made LISREL a 

major force of “a new generation of statistical techniques for implementing structural 

equation methods in the social sciences” (Jaccard, 1996). 

 

4.2.1 Overview of Structural Equation Modeling 

 SEM is “a statistical methodology that takes a confirmatory (i.e., 
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hypothesis-testing) approach to the multivariate analysis of a structural theory bearing 

on some phenomenon” (Byrne, 1998, p.3). Typically, this “theory” represents “causal” 

processes that generate observations on multiple variables (Bentler, 1990). SEM is the 

estimation of multiple interrelated dependent relationships while employing multiple 

indicators for any single independent or dependent variable (Ullman, 1996). To 

summarize, SEM encompasses such diverse statistical techniques as path analysis, 

CFA, causal modeling with latent variables, and even analysis of variance and 

multiple linear regressions (Ullman, 1996). 

 SEM analysis permits the simultaneous estimation of multiple interrelated 

dependent relationships to determine the extent to which the proposed model is 

consistent with the collected data (Byrne, 1998). “Goodness-of-fit measures the 

correspondence of the actual or observed input (variance vs. covariance) matrix with 

the predicted values from the proposed model” (Hair et al., 2002, p. 610-611). The 

chi-square test is for inferential statistical evaluation and has been widely used to 

examine the model fit (Aish, 2004). “A statistically significant chi-square causes 

rejection of the null hypothesis, implying imperfect model fit and possible rejection of 

the model” (Jaccard & Wan, 1996, p. 18). However, Jöreskog and Sörbom (1989) 

argued that the chi-square statistic is only valid for an experimental model or any 

model that is approximate to reality. The other problem is its insufficiency by itself to 

adequately assess model fit, generally because of sample size and power estimation 

problems or assumptions (Hu & Bentler, 1995). Large sample sizes and departures 

from normality usually tend to increase the chi-square value. The chi-square often 

indicates an unacceptable fit when the fit actually is acceptable (Bagozzi & Yi, 1988). 

Hence, “evaluation of model fit should derive from a variety of sources and be based 

on several criteria that can assess model fit from a diversity of perspectives” (Byrne, 
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1998, p. 119). 

 In light of this, inferential statistical evaluation with chi-square statistic and an 

associated significance test should not be taken a priori as the only measure of overall 

fit. Descriptive evaluations in terms of a) alternative measures of overall fit and b) 

measures based on model comparisons should also be emphasized (Aish, 2004). 

According to Aish (2004), alternative measures of overall fit include chi-square 

divided by degree of freedom, RMR (root mean square residual index) and SRMR 

(standardized root mean square residual index). RMR is an overall badness-of-fit 

measure and is defined as the square root of the mean of the fitted residuals. Where 

RMR is not scale invariant, SRMR is used instead (Aish, 2004). When the fit of the 

hypothesized model (target model) is compared with a restrictive baseline model such 

as an independent or null model, descriptive measures of overall fit based on model 

comparisons are assessed (Aish, 2004). Descriptive measures of overall fit based on 

model comparisons include GFI (goodness of fit index), AGFI (adjusted goodness of 

fit index), NFI (normed fit index), NNFI (non-normed fit index), and CFI 

(comparative fit index) (Aish, 2004). In addition, RMSEA (root mean square error of 

approximation) is one of the most informative criteria in covariance structure 

modelling (Byrne, 1998). RMSEA evaluates approximate fit (Aish, 2004) and takes 

into account the error of approximation in the population (Byrne, 1998). 

 In fact, there is wide disagreement on which fit indices to report (Hu & Bentler, 

1999). Kline (2005) recommends at least four tests, a) chi-square statistic, b) GFI, NFI 

or CFI, c) NNFI, and d) SRMR. Others suggest a) chi-square statistic, b) AGFI, c) 

Tucker-Lewis index (TLI), and d) RMSEA (root mean square error of approximation) 

(Hu & Bentler, 1999). Since NFI is affected by sample size, NNFI is suggested as a 

better fit index (Aish, 2004). On the other hand, TLI is interchangeable with NNFI 
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(Hair et al., 2002). The NNFI, like the AGFI, takes the complexity of the model into 

account in the comparison of the hypothesized with the baseline model. However, 

because the NNFI is not normed, its value can extend beyond the range of zero to 1.00 

(Aish, 2004; Byrne, 1998). Therefore, Byrne (1998, p. 117) commented that NNFI “is 

difficult to interpret”, and Bentler (1990) suggested that the CFI should be the index 

of choice. 

 As a result, goodness-of-fit criteria for descriptive evaluation include: a) 

chi-square statistic; b) chi-square divided by degree of freedom for alternative 

measures of overall fit; c) GFI, AGFI, and CFI of descriptive measures of overall fit 

based on model comparisons; and d) RMSEA for approximate fit evaluation. Six fit 

indices were chosen and evaluated in the present study. For inferential statistical 

evaluation, the chi-square statistic with associated significance test was used. These 

measures indicate how well the observed data fit the model. 

 

4.3 Research Procedure 

According to Jöreskog (1993), the general structural equation model consists 

of two parts: (a) the measurement part, linking observed variables to latent variables 

via a confirmatory factor model, and (b) the structural part, linking latent variables to 

each other via systems of simultaneous equations. A two-phase approach is preferable 

for testing structural equation models (Gerbing & Anderson, 1988; Jöreskog, 1993). 

The study mainly followed the procedures suggested by Churchill (1979), Gerbing 

and Anderson (1988), and Hair et al. (2002) in scale development and measurement 

purification. Procedures for the development of KM scale and the revalidation of MO 

scale were described from Stages 1 to 5; and Stages 6 and 7 were related to model 

testing. Therefore, two phrases were involved in this study. 
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1. Phrase 1 comprised of Stages 1 to 5 of scale development to assess KM 

strategy implementation activities and scale revalidation in MO 

capabilities for hotels. 

2. Phrase 2 comprised of Stages 6 and 7 to examine the relationships among 

KM strategy implementation activities, MO capabilities and hotel 

performance using SEM analysis. 

 

The seven-stage process to develop and verify the proposed model comprised: 

1. Specifying a domain for KM and MO constructs 

2. Generating items for KM and MO constructs 

3. Developing the survey instrument 

4. Collecting data 

5. Assessing the measurement model fit 

6. Assessing the structure model fit 

7. Modifying the model to obtain superior goodness-of-fit 

 

4.3.1 Stage 1: Specifying a Domain for KM and MO Constructs 

 To measure KM and MO, it was important to articulate the theories and 

concepts that underline them in order to provide a foundation for content validity and 

to ensure that the measurement instrument developed in this study captured the 

intended constructs. 

 

4.3.1.1 Domain of KM Construct 

 The management of knowledge means a management function that captures, 

locates or creates knowledge gained by individuals and spreads to others in the 
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organization for the long-term benefits of the organization. As stated in Chapter 1, the 

definition of knowledge management is organizational practices or processes for the 

generation, identification, creation, storage, sharing, and application of knowledge 

within the organization. Knowledge in people’s mind is more valuable than what is 

saved in databases. The skills and experience of serving hotel guests need to be 

captured continually. Skyrme (2000) mentioned that at Anglian Water, executives 

reaching retirement share their experience with colleagues and deposit some of their 

knowledge before they leave through videotaped interviews and contributions to 

knowledge bases. Other companies use learning networks and knowledge share fairs, 

as a way to diffuse personal knowledge throughout the organization. 

 Churchill (1979) recommended that it is imperative to consult the literature 

when developing the measures. Though KM is a cornerstone of the management 

discipline, an examination of previous KM literature found little reliability and 

validity support for a specific structure delineating the assessment of KM strategy 

implementation. In recent years, there has been a strong resurgence of practitioner 

interest in the KM concept and its implementation, and much of the work features U.S. 

companies, such as 3M, Hewlett-Packard, Xerox, and Buckmann Labs (Bhatt, 2000). 

Many of the case studies were either based on particular technologies or written by 

consultants working with high-level management in multinational organizations 

(Mason & Pauleen, 2003). However, four key management strategies that enable an 

organization to manage its knowledge were broadly suggested by the literature and 

were therefore considered as the domains of the KM construct in this study: 1) culture, 

2) leadership, 3) technology, and 4) measurement (American Productivity and Quality 

Center, 2001; Coukos-Semmel, 2002; Davenport, 1999; Davenport & Prusak, 1998; 

O’Dell & Grayson, 1998a, 1999). Each domain is defined by a set of behaviors or 
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tactics, promoting an integrated approach to manage an organization’s information 

and knowledge assets. 

(1) Culture 

The culture domain refers to the general knowledge-sharing climate of the 

organization as related to an integrated pattern of human behavior, including thoughts, 

speech, actions, and artifacts. In hotels, examples of the culture domain include 

knowledge-sharing practices, staff development, and training opportunities. 

(2) Leadership 

The leadership domain refers to the ability of the management to align KM 

behaviors with organizational strategy to identify strengths, weaknesses, opportunities, 

and threats; to promote the value of KM; to communicate best strategies; to facilitate 

the evolution of the learning organization; and to provide tools for assessing the 

impact of knowledge. Sample items of KM leadership domain in hotels include 

executives’ competence in strategic planning, hiring knowledgeable employees and 

evaluating employees for knowledge contributions. 

(3) Technology 

 The technology domain refers to the infrastructure of tools, systems, platforms, 

and automated solutions that centralize and enhance the development, application, and 

distribution of organizational knowledge. Intranets, Internets, electronic repositories, 

and databases are examples of practices in the technology domain of hotels. 

(4) Measurement of performance 

The measurement domain refers to the assessment methods and their 

relationships to organizational performance. In hotels, the measurements could 

include assessing market share against major competitors and linking KM to customer 

satisfaction, customer loyalty, and employees’ incentive plans. 
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4.3.1.2 Domain of MO Construct 

MO is considered to be activities involved in the implementation of the 

marketing concept (Kohli & Jaworski, 1990). With this definition, three sets of 

activities – market intelligence generation, market intelligence dissemination, and 

responsiveness to market intelligence – represent the operationalization of MO (Kohli 

et al., 1993). Treating market intelligence as a managed asset is a management 

concept. Market intelligence is one of the most vital forms of knowledge in the hotel 

industry and includes the knowledge required to attract, serve, understand, satisfy, and 

retain customers. In market information processing (MIP) behaviors, either tacit 

(personal) or explicit knowledge of market intelligence is turned into organizational 

knowledge that can be widely shared and applied throughout an organization. Based 

on the initial framework of MO by Kohli and Jaworski (1990), Kohli et al. (1993) 

further conducted personal interviews with managers and identified three basic 

domains of MO as explained in the following paragraphs. 

(a) Market intelligence generation 

Market intelligence generation refers to the collection and assessment of both 

customer needs/preferences and the forces (i.e., the macro environments) that 

influence the development and refinement of those needs. Importantly, multiple 

departments should engage in this activity because each has a unique market 

responsibility. 

(b) Market intelligence dissemination 

Market intelligence dissemination refers to the process and extent of market 

information exchange within a given organization. Because the focal point of 

dissemination is the entire strategic business unit, attention should be balanced 

between the horizontal (i.e., interdepartmental) and vertical transmissions of 
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marketplace information. The dissemination of intelligence occurs both formally and 

informally. 

(c) Responsiveness to market intelligence 

Responsiveness is action taken in response to intelligence that is generated and 

disseminated. On the planning side, the concern focuses on the degree to which the 

marketing programs are implemented in response to market needs. 

The decision to adopt a process perspective, in this study, on MO capabilities 

taken from Kohli and Jaworski (1990) was because many KM scholars and 

practitioners agreed that “the process” harnesses and leverages the management 

practices necessary to develop the knowledge needed by organizations to operate, 

grow, and remain competitive (Allee, 1996; Davenport, DeLong, & Beers, 1998). A 

process of sharing market intelligence across all departmental boundaries also leads 

employees to develop a sense of pride in belonging to an organization where all 

departments and individuals work toward the common goal of serving and satisfying 

customers (Kohli & Jaworski, 1990). 

The MARKOR scale has been used by a) Qu et al. (2005) in hotels and travel 

services in China and b) Chien et al. (2005b) in hotels in Taiwan. However, the three 

domains of MO have not been tested or verified for their validities and reliabilities. 

The current study would serve as the first one validating the MARKOR scale in a 

hotel setting. 

 

4.3.2 Stage 2: Generating Items for KM and MO Constructs 

 Stage 2 involved generating items for the KM and MO constructs. The 

specifics are described below. 
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4.3.2.1 Item-Generation for KM Construct 

Literature reviewed was a basic source of KM domains (American 

Productivity and Quality Center, 2001; Coukos-Semmel, 2002; Davenport, 1999; 

Davenport & Prusak, 1998; O’Dell & Grayson, 1998a, 1999). These domains were 

supplemented by the results of two steps of a qualitative research, focus group 

discussions and expert reviews, to generate KM measurement items. In this 

exploratory stage, the focus group discussion technique was used because it allowed a 

panel of hotel practitioners to brainstorm. The focus group is one of the scale 

development procedures used to generate a pool of scale items from knowledgeable 

subjects. The review process by KM experts was to enhance the clarity, readability, 

and content validity of the proposed measurement items. 

Two focus groups were conducted in April 2004 in Taipei, Taiwan, each 

lasting for about two hours (see Appendix 1A for Focus Group Discussion Guide). 

Ten industry practitioners from eight organizations holding management positions 

were invited. Because the study aimed to develop a measurement scale of KM 

strategy implementation for hotel use, it was important to tap a wide range of 

management experiences and perspectives. Therefore, a purposive sampling plan 

(Locke, 2001) was used to ensure that the sample included hotel managers from 

various backgrounds. Focus group participants represented hotels ranging from those 

with 85 employees and 111 guestrooms to those with 1,033 employees and 686 

rooms. 

Three of the 10 industry practitioners were from two local chain hotels, five 

were from four international five-star chain hotels, and two were from two local 

independent hotels. Focus group participants were asked to provide their demographic 

information (see Appendix 1B). Of the 10 individuals who participated in the focus 
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groups, two held executive positions, one held a business planning position, one held 

a human resources position, one held a sales position, one held a marketing services 

and e-commerce position, one held a front office position, two held food and beverage 

positions, and one was a club manager. Seven of the participants were male and three 

were female; eight held a master’s degree (four majoring in hotel management, one 

majoring in tourism management, and three majoring in business administration), and 

two held a bachelor degree (one in hospitality management and the other in general 

business). Participants’ hotel experience ranged from 3 to 15 years and 70% had over 

10 years of hotel experience. 

Due to the time constraints of potential participants, five participated in each 

of the focus group meetings on April 10 and 11, 2004, respectively. The researcher 

served as the moderator of the two meetings. After debriefing the focus group with the 

working definition of KM and its four theoretical dimensions, participants were asked 

to generate an initial item pool which included a large number of potential items 

across the a priori theoretical dimensions (Netemeyer, Bearden, & Sharma, 2003). 

The initial item pool was comprehensive in coverage and included a large number of 

potential items across the a priori theoretical dimensions (Netemeyer et al., 2003), but 

it was not limited by these four domains as suggested by American Productivity and 

Quality Center (2001), Coukos-Semmel (2002), Davenport (1999), Davenport and 

Prusak (1998), and O’Dell and Grayson (1998a, 1999). The focus groups were also 

invited to create new domains if items derived did not appear to comfortably fit within 

these domains. The focus groups were provided with an opportunity to revise and/or 

extend the specified domains of the KM construct. On the basis of their discussion, 

relevant items were refined. Items were phrased to describe both favorable and 

unfavorable practices to offset any affirmation/negation response bias. Appendix 2A 
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shows the domains and items developed by focus groups to reflect hotel 

implementation of KM strategies. 

The next step involved judgment from experts. After a literature review and 

focus group discussions to generate measurement items, inputs were obtained from 

KM academic experts between April 22 and May 3, 2004. Seven expert judges were 

invited to participate in the review process. Seven university professors who teach 

KM or hold certain expertise in KM agreed to provide their views on the initial item 

pool and judge the content validity based on “the extent to which a measurement 

reflects the specific intended domain of content” (Carmines & Zeller, 1979, p. 20) 

(see Appendix 2B for the letter to expert reviewers). Three professors were from 

Hong Kong, three professors were from Taiwan, and one professor was from South 

Korea. Among them, three held expertise in both KM and hospitality management. 

Feedback was collected through in-person interviews or e-mail communication. Thus, 

content validity was assured to the extent that expert judges agreed that items best 

reflected the overall construct and were representative of the domains and facets of 

the construct (Netemeyer et al., 2003). 

A screening and scanning process was adopted (also see Appendix 2A). These 

seven university professors were asked to rate the degree of relevance of each item to 

its respective construct by indicating (1) low relevance, (2) moderate relevance, or (3) 

high relevance. Based on Ap and Crompton’s (1998) suggestion, in determining the 

items to retain, a frequency count of the ratings assigned to each item was made, and 

items were identified for retention in the scale based on two criteria. Firstly, an item 

was retained when four or more judges rated that item as highly representative. 

Second, an item was retained when five or more judges assessed the item as being 

either highly or moderately representative of a KM strategy implementation. In this 
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phase, KM experts were also invited to critically evaluate the items by commenting 

on the clarity and conciseness of each statement and suggest any items which the 

instrument may have failed to include. 

 

4.3.2.2 Item-Generation for MO Construct 

The 20-item MO scale developed and validated by Kohli et al. (1993) depicted 

MO as three constructs of a) generating, b) disseminating, and c) responding to 

market intelligence. This scale was revised to fit the hotel context in the form of the 

20-item MARKOR scale which has been used in past research with supported 

reliabilities and validities, such as studies by Baker and Sinkula (1999) where α = .88, 

and Pulendran, Speed, and Widing (2003) where α = .87. The MARKOR measure 

was chosen in this study because MO activities are in concert with the process of 

knowledge creation, transformation and utilization. Some wording changes were 

made based on the operational natures of hotels. 

(a) The 6 items adapted in the domain of intelligence generation were: 

1. In the hotel, we meet with clients at least once a year to find out what 

products or services they will need in the future. 

2. In the hotel, we do a lot of in-house market research. 

3. We are slow to detect changes in our customers’ product preferences. 

4. We poll end users at least once a year to assess the quality of our products 

and services. 

5. We are slow to detect fundamental shifts in our industry (e.g., competition, 

technology, regulation). 

6. We frequently review the likely effect of changes in our business 

environment (e.g., regulation) on customers. 
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(b) The 5 items adapted in the domain of intelligence dissemination were: 

1. We have interdepartmental meetings at least once a quarter to discuss 

market trends and developments. 

2. Marketing personnel in the hotel spend time discussing customers’ future 

needs with other functional departments. 

3. When something important happens to a major customer market, the whole 

business unit knows about it within a short time period. 

4. Data on customer satisfaction are disseminated at all levels in the hotel on 

a regular basis. 

5. When one department finds out something important about competitors, it 

is slow to alert other departments. 

(c) The 9 items adapted in the domain of responsiveness of market intelligence were: 

1. We are slow to decide how to respond to our competitors’ price changes. 

2. For one reason or another we tend to react slowly to changes in our 

customers’ product or service needs. 

3. We constantly review our product development efforts to ensure that they 

are in line with what customers want. 

4. Several departments get together periodically to plan a response to changes 

taking place in our business environment. 

5. If any competitors were to launch an intensive campaign targeted at our 

customers, we would implement a response immediately. 

6. The activities of different departments in this business unit are well 

coordinated. 

7. The positive resolution of all customer complaints is not a top priority in 

the hotel. 
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8. Even if we came up with a great marketing plan, we probably would not be 

able to implement it in a timely fashion. 

9. When we find that customers would like us to modify a product or service, 

the departments involved make concerted efforts to do so. 

 

4.3.3 Stage 3: Developing the Survey Instrument 

 The research instrument consisted of four sections. The first section of the 

questionnaire comprised questions derived from the literature review as well as the 

focus group discussions and expert reviews on the implementation of KM strategies. 

The second section of the questionnaire examined the capabilities of MO. The third 

section of the questionnaire measured subjective performance. Surveyed respondents 

were asked for their opinions on hotel performance in the past three years, compared 

to that of their key competitors. The last section of the questionnaire was designed to 

obtain the background information of the respondents and the hotel. 

Reliability estimates of more categories have less dispersion and result in 

better stability across samples (Lissitz & Green, 1975). To ensure stable participant 

responses, Preston and Colman (2000) recommended at least 7 response ranges. In the 

present study, the 7-point Likert-type scale was chosen as it was more suitable for 

multi-variate analysis than smaller ranges (e.g., 5-point Likert-type scale) (U.K. 

Office of the Deputy Prime Minister, n.d.). 

 

4.3.3.1 Instrument Section I: KM Scale 

Based on the literature review, focus group results and expert reviews, a scale 

was developed containing a comprehensive list of 69 KM attributes. Items were 

recorded on a 7-point Likert-type scale, with 1 indicating that a hotel does not engage 
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in the implementation of a particular KM strategy at all, and 7 indicating that it 

engages in a particular KM strategy to a great extent. The definition of KM and 

instructions for completing the KM section of the questionnaire were provided. 

 

4.3.3.2 Instrument Section II: MO Scale 

 The MARKOR scale by Kohli et al. (1993) was adopted and modified to fit a 

hotel context. A 7-point Likert-type scale was used, where 1 = strongly disagree and 7 

= strongly agree, to assess the capability of MO in respondents’ hotels. The definition 

of MO and instructions for completing the MO section were stated in Section II. 

 

4.3.3.3 Instrument Section III: Hotel Performance 

 In this research, both subjective and objective measures of hotel performance 

were used. The subjective measures were obtained through the survey, while the 

objective measures were obtained from secondary data. The assessment of overall 

hotel performance included perceptual variables from a judgmental and subjective 

perspective. Overall hotel performance was measured by combining four 

self-evaluations of profitability, size, market share and growth rate in the past three 

years compared to those of its key competitors. 

 The four measurement items used were grounded in the profit impact of 

market strategy (PIMS) studies (Buzzell & Gale, 1987; Kotabe et al., 1991) and 

validated by Deshpande et al. (1993) with an α of .90. All respondents were asked to 

compare the performance of their hotels with that of their competitors in principal 

markets served. A 7-point Likert-type scale was used, where 1 = well below industry 

average and 7 = well above industry average, to assess the overall hotel performance. 

Respondents rated performance over the past three years to offset particularly good or 
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bad years due to unusual circumstances (Miller, 1991). 

 

4.3.3.4 Instrument Section IV: Background Information 

 The information sought about survey participants included age, gender, 

education level, main area of study while in school, years of hotel experience and 

position within the organization. Background information of hotels sought in the 

questionnaire included classification (international vs. standard tourist hotel), business 

type (business vs. resort hotel), number of rooms, size of food and beverage facilities, 

year of opening, ownership, and management type. 

 

4.3.3.5 Translation 

Participants were free to answer the questionnaire in either Chinese or English. 

After compiling items for inclusion in the measurement of KM from focus group 

discussions and expert reviews, the KM instrument was translated into English due to 

the fact that some potential respondents understand English only. The 20-item 

MARKOR scale, the 4-item OP scale, and background information were originally 

designed in English and later translated into Chinese because the majority of the 

subjects approached in the study understand only Chinese. 

Translation was completed by the researcher; three Ph.D. students (one from 

Mainland China, one from Hong Kong and one from Taiwan), who are also 

experienced translators in the hospitality and tourism field, were invited to cross 

check the accuracy of translation. Amendments were made accordingly. Lastly, two 

bilingual tourism professors were also invited to proofread the translated version to 

ensure accuracy. Appendix 3A contains the 4-setion survey instrument in English. 
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Appendix 3B is the Chinese version of the survey instrument used in the present 

study. 

 

4.3.3.6 Pilot Test 

After the translation work, a pilot study was needed to assess the ease of 

comprehension and the clarity of item wording, response formats, and instructions. 

Potential hotel managers were invited on May 15, 2004 to participate in the pilot 

study (see Appendix 4A for a pilot-test invitation letter in English, and Appendix 4B 

for a pilot-test invitation letter in Chinese). For the purposes of format and wording 

revisions, they were asked to complete the questionnaire and point out any items that 

they thought to be ambiguous or otherwise difficult to answer. 

 The preliminary four-sectioned questionnaire was pilot-tested between May 17 

and 24, 2004 on a sample of 12 hotel managers who were not included in the main 

data collection. The 12 hotel managers who participated in the pilot study were from 

10 leading hotels in Taiwan (five hotels located in Taipei, three in the Tauhsiumiao 

area, one in Hulien, and one in Taitung). Comments on the clarity of the questionnaire 

were received and corrections were made accordingly. In order to correct any 

potentially misleading items in the MO instrument, seven negatively-phrased 

sentences were changed to positively-phrased sentences for the purpose of ease of  

reading and comprehension (e.g., the sentence “the hotel is slow to detect changes in 

customers’ product preferences” was changed to “the hotel is fast to detect changes in 

customers’ product preferences”). 

 

4.3.4 Stage 4: Collecting Data 

 The survey population, sample, and sample size as well as primary and 
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secondary data collection procedures are explained in the following paragraphs. 

 

4.3.4.1 Survey Population and Sample 

The target population was tourist hotels’ general managers and/or executive 

assistant managers and their functional managers in Taiwan. The sample was drawn 

from tourist hotels in Taiwan. In 2004, there were 87 tourist hotels with more than 

20,000 rooms under the supervision of Tourism Bureau of Taiwan. Among them, 60 

were classified as international tourist hotels with a total of 17,658 rooms (two hotels 

were closed temporarily) and the other 25 were classified as standard tourist hotels 

with a total of 2,891 rooms (Tourism Bureau of Taiwan, 2005c). Other lodging 

facilities such as general hotels and motels, bed and breakfasts, home stays, and 

camps were excluded in this study because the scales or sizes of such properties were 

rather small and might not have possessed all the functional areas surveyed in this 

study. 

 

4.3.4.2 Sample Size 

 Sample size, as in any statistical method, provides a basis for the estimation of 

sampling error (Hair et al., 2002). A sample size of 100 or larger is preferred for EFA 

and the minimum should have five times as many observations as there are variables 

to be analyzed (Hair et al., 2002). In terms of SEM analysis, there is no correct 

sample size (Hair et al., 2002). Although there is no single criterion that dictates the 

necessary sample size for the SEM analysis, there are at least four factors that could 

impact the sample size requirements (Raykou & Widaman, 1995): (a) model 

misspecification, (b) model size, (c) departures from normality, and (d) estimation 

procedure. 

 133 
 



(a) Model Misspecification 

Model misspecification refers to the extent to which the model suffers from 

specification error. “Specification error is the omission of relevant variables from the 

specified model. All structural equation models suffer from specification error to 

some extent in that every potential construct and indicator cannot be included” (Hair 

et al., 2002, p. 604). Sample size impacts the ability of the model to be correctly 

estimated and specification error identified if necessary. With the concern of the 

impact of specification error, sample size should be increased (Hair et al., 2002). 

Large samples almost always give an estimate that is close to the truth (Moore, 2000). 

(b) Model Size 

As the model complexity or the number of indicators increases, SEM requires 

a larger sample size. A minimum ratio of at least 5 respondents for each estimated 

parameter, with a ratio of 10 respondents per parameter is considered most 

appropriate (Hair et al., 2002). Another rule of thumb based on the number of 

indicators considered in the study was proposed by Jöreskog (1993): where there are k 

indicators, the minimal sample size should be k(k+1)/2. This is because “the absolute 

minimum sample size must be at least greater than the number of covariances or 

correlations in the input data matrix” (Hair et al., 2002, p. 604). 

(c) Departures from Normality 

 If the data violate the assumptions of multivariate normality, the ratio of 

respondents to parameters needs to increase with a generally accepted ratio of 15 

respondents for each parameter (Hair et al., 2002). 

(d) Estimation Procedure 

Sample size has an influence on the method of estimation (A.M. Aish, 

personal communication, August 23, 2005). According to Hair et al. (2002), when 
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using the most common estimation procedure of maximum likelihood (ML), 

recommendations are for a size ranging from 100 to 200. However, as the sample size 

becomes larger (exceeding 400 to 500), the ML method becomes too sensitive and 

almost any difference is detected, making all goodness-of-fit measures indicate poor 

fit (Carmines & McIver, 1981; Marsh, Balla, & McDonald, 1988; Tanaka, 1987). 

To ensure that the results of the study are reliable, all comments were 

considered. In addition, concerning the small number of population studied in this 

survey (87 hotel properties), a sample size of 400 was targeted for the present study. 

 

4.3.4.3 Primary Data Collection Process 

 A name list of general managers from 87 international and standard tourist 

hotels was obtained from the Tourism Bureau of Taiwan (2004e). A cover letter 

explaining the purpose of the research and soliciting participation was mailed to 

general managers of the 87 hotels on May 18, 2004 (see Appendix 5A for the first 

English cover letter mailed to general managers and Appendix 5B for the Chinese 

version). Two cover letters were undeliverable due to a temporary business closure 

caused by typhoon damages. In addition, one hotel’s general manager replied that his 

hotel was under renovation and was temporary shut down during the survey period. 

 A total of 1,008 copies of questionnaires were mailed to 84 operating hotels’ 

general managers in early June 2004 (see Appendix 5C for second cover letter mailed 

to non-Chinese general managers and Appendix 5D for the Chinese version). Two 

copies of the English questionnaire along with ten copies of the Chinese questionnaire 

were included in each package distributed. Each questionnaire had a cover letter 

explaining the purpose of the research (see Appendix 5E for an English-version cover 

letter to departmental heads and Appendix 5F for the Chinese version). The general 
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managers and/or executive assistant managers were asked to fill out the survey 

questionnaire and help with the distribution and collection of copies of the same 

questionnaire to important functional managers, including front office, housekeeping, 

reservation, food and beverage, sales and marketing, human resources, information 

and technology, accounting and finance, purchasing, engineering and maintenance, 

and public relations managers. General managers or executive assistant managers 

were selected in this study because support from top executives is considered essential 

for the success of any KM strategy implementation (Wah, 1999a). 

A pre-paid, self-addressed large envelope was included in each package to 

allow the survey administrators to conveniently return the completed questionnaires. 

A telephone follow-up to the secretary of the general manager of each hotel was 

conducted one week after the initial mailing to check if the questionnaires had been 

received. A second reminder via postcards (see Appendix 5G) was sent to the general 

managers two weeks later on June 14, 2004. During the first month of data collection 

only 26 hotels responded. It was found that several general managers had asked their 

human resources managers, not their secretaries, to distribute and collect the 

questionnaires. Therefore, in order to increase the response rate, names of human 

resources managers were obtained from the 58 non-responding hotels by calling the 

hotels directly in late June. Another cover letter was then sent to human resources 

managers of the 58 hotels with copies of the questionnaire on June 30, 2004. A 

postcard reminder was sent to human resources managers on July 6, 2004. A total of 

398 questionnaires from 51 hotels were eventually returned. 

 

4.3.4.4 Secondary Data Collection Process 

 As stated in the review of literature, yield statistics on hotel performance were 
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calculated in three areas: guestrooms, restaurants, and function rooms. The researcher 

originally planned to use all three measures of yield statistics in examining hotel 

objective performance. However, after consultation with 10 hotel practitioners who 

participated in the two focus group interviews for data retrieving possibilities, neither 

yield statistics on restaurant performance nor function room performance were 

examined and a revised food and beverage performance measure was used in this 

study. Firstly, this decision was made because of a wide range of a) types/themes of 

restaurants, b) types of restaurant menu, and c) pricing strategies used in different 

restaurants in a hotel and the fact that it would be difficult to retrieve a “potential 

average check” without bias. The 10 hotel practitioners confirmed the difficulties in 

obtaining the average daily restaurant turnover rate and the bias in a “potential 

average check”. Secondly, the yield calculations of function room performance were 

not conducted in this study because of the scarcity of or unattainability of data relating 

to a) the number of day parts sold, b) actual average check associated with food and 

beverage purchase in function-space rentals, and c) potential average check associated 

with food and beverage purchase in function-space rentals during the 3-year 

performance evaluation period from 2001 to 2003. 

 The 10 hotel practitioners also commented that a formula estimating food and 

beverage performance called “food and beverage revenue per square meter” is 

acceptable in measuring the overall food and beverage performance in hotels. Among 

the 10 hotel practitioners interviewed, five practitioners from four international 

five-star chain hotels also indicated that this formula has been widely used in their 

hotels worldwide. They advised the researcher to use the “food and beverage revenue 

per square meter” formula in measuring the overall food and beverage performance. 

As a result of this discussion, the “food and beverage revenue per square meter” 
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formula was adopted in the evaluation of food and beverage performance in hotels in 

this study. 

Therefore, room performance was assessed through the originally planned 

measures of an input-output analysis of yield statistics; and “the average food and 

beverage revenue per square meter” was used to explore the contributions of food and 

beverage businesses in a hotel. The following sections detail the two objective 

performance measures employed in this study. 

(a) Room Performance Evaluation 

 As with any business practice, hotels must apply a reliable measure for the 

performance of revenue management (Kimes & McGuire, 2001), and yield statistics is 

a reliable measure for hotel use. Management’s principal function is to produce the 

best possible return, or yield, from the space available. In meeting the number one 

hotel objective, yield management is the key tool for revenue maximization and profit 

contribution (Jones, 1999). The yield calculations for guestrooms were expressed as 

follows. 

 

    Actual Revenue  
Yield =      
    Potential Revenue 
 
   
 =  Occupancy Rate   ﹡  Average Rate 
  
      
    Number of Rooms Sold    Actual Average Rate 
 =        ﹡ 
    Number of Rooms    Potential Average Rate 
    Available for Sale 
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 In the evaluation of room performance, a) average occupancy rate; b) ADR; 

and c) number of available rooms in the hotel, from the calendar year 2001 to 2003, 

were obtained from the Tourism Bureau of Taiwan (2005b). The hotel rack rate for 

each surveyed hotel was obtained from the Hotel Association of The Republic of 

China (2004). Yield ratio for each surveyed hotel was calculated by the researcher 

objectively with continuous variables. 

(b) Food and Beverage Performance Evaluation 

 The concept of “food and beverage revenue per square meter” was actually 

adapted from the concept of RevPAR calculations. Total food and beverage revenues 

from 2001 to 2003 for surveyed hotels were retrieved from the Tourism Bureau of 

Taiwan (2004b). In order to accurately calculate the average food and beverage 

revenue per square meter, respondents of the survey were asked to provide details of 

the total space assigned to food and beverage facilities in their hotel. Because 

respondents in the same hotel did not always give the same answer on the size of the 

space of food and beverage facilities, further verifications were made through a) 

Tourism Bureau of Taiwan (2004a) for international tourist hotels; and b) hotels’ 

websites for standard tourist hotels. 

 

4.3.5 Stage 5: Assessing the Measurement Model Fit 

The purpose of this Stage was to verify the list of KM attributes in each 

defined dimension derived from focus groups and expert reviews and to re-verify MO 

attributes in three defined dimensions in a hotel context. A three-step procedure was 

used to assess the measurement model fit. First, internal consistency reliability and 

scale reliability were examined. Second, underlying constructs were identified using 

an EFA and were validated using a CFA. Third, the scale reliability and validity were 
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also investigated by the CFA. To accomplish the reliability tests as a preliminary 

analysis and the two factor analyses for measurement model testing in this Stage and 

SEM for structure testing in Stage 6 of the model development process, data were 

split into two parts. One part of dataset was used to perform the reliability test and 

EFA; and the other part was used to perform CFA and SEM. The following paragraphs 

describe the three-step procedure in assessing the measurement model fit. 

 

4.3.5.1 Preliminary Analysis 

Internal consistency reliability was established through corrected item-to-total 

correlation coefficients. Any item with a correlation below .50 was to be eliminated 

from the subscales (Zaichkowsky, 1985). Subscale reliability was measured using 

Cronbach’s alpha. A coefficient greater than .70 was the goal for this study (Hatcher, 

1994). 

 

4.3.5.2 Construct Identification and Validation 

In the process of the KM scale development, EFA was necessary before CFA, 

not only because there was a need to determine the number of dimensions underlying 

the KM construct, but also because there was a need to reduce the 69 observed 

variables to a smaller set of variables. CFA was used to verify the dimensionality for 

KM construct derived from the review of literature, focus group interviews and expert 

reviews, and to test the relationships among indicators in the measurement model 

(Long, 1983). In terms of the re-validation of the MO instrument, only CFA was 

conducted because the researcher sought to determine the extent to which the 

postulated structure was actually consistent with the empirical data at hand 

(Diamantopoulos, 1994). 
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The measurement model between the observed variables (survey questions) 

and latent variables (constructs) was estimated without imposing any structural 

constraints. This allowed inspection of the lack of fit, which was attributed to 

measurement alone. The measurement of overall model fit was evaluated against a 

series of fit indices. 

Once the overall model fit had been evaluated, the quality of the model was 

assessed by calculating parameter estimates. By examining the estimated loadings and 

assessing the statistical significance of each construct, the researcher was able to 

“eliminate the indicator or attempt to transform it for better fit with the construct” 

(Hair et al., 2002, p. 612). 

 

4.3.5.3 Test of Reliability and Validity 

Next, the measurement of each construct could be assessed for 

unidimensionality and reliability (Hair et al., 2002). “Unidimensionality is an 

assumption underlying the calculation of reliability and is demonstrated when the 

indicators of a construct have acceptable fit on a single-factor (one-dimensional) 

model” (Hair et al., 2002, p. 611). Unidimensionality tests were performed through 

composite reliability and variance extracted on all multiple-indicator constructs. 

Finally, convergent validity and discriminant validity were also assessed in the 

measurement model through a CFA. 

 

4.3.6 Stage 6: Assessing the Structural Model Fit 

This Stage was to assess the quality of structural model. The structural element 

involving structural relationships proposed by the theoretical framework was 

examined to assess the fitness of the model. The purpose of this Stage was to obtain 

 141 
 



the measurement of overall model fit to ensure that the empirical data were an 

adequate representation of the entire set of causal relationships (Hair et al., 2002). The 

domains found in the KM construct and the three defined domains in the MO 

construct were used in LISREL software as indicators of their corresponding latent 

factors. Latent variables were indirectly measured through one or more indicators in 

this study. In the previous chapter, Figure 3.1 depicts the causal relationship among 

exogenous and endogenous variables. An exogenous variable is an independent 

variable whose causes lie outside the model. The MO construct was the only 

exogenous variable in the SEM analysis. In contrast to exogenous variables, the 

postulated causes of endogenous variables were included in the structural model. Two 

endogenous variables were the KM construct and hotel performance. 

In addition to the parsimonious normed fit index (PNFI) and the parsimonious 

goodness-of-fit index (PGFI), the overall model fit in the structural model was 

evaluated again by the same goodness-of-fit measures from assessing the 

measurement model fit. Means, standard deviations, and the overall reliability 

measures by Cronbach’s alpha for both exogenous (MO) and endogenous (KM and 

hotel performance) variables were also calculated. 

 

4.3.7 Stage 7: Modifying the Model to Obtain Superior Goodness of Fit 

 It is rare that a proposed model fits well at first testing; therefore, the purpose 

of this Stage was to modify and improve the proposed structural model (Byrne, 1998). 

A common strategy called the “model development strategy” was chosen for this 

study, starting with an initial model and engaging in a series of model respecifications, 

each time hoping to improve the model fit while maintaining accordance with the 

underlying theory (Hair et al., 2002). LISREL allows for the use of modification 
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indices to generate the expected reduction in the overall model fit chi-square for each 

possible path that can be added to the model (Byrne, 1998). 

Hair et al. (2002) recommended that only through theoretical and empirical 

justifications for the specification of dependence relationships, modifications to the 

proposed relationship and many other aspects of estimating a model could be 

established. Results after the necessary modifications to the proposed theory should 

also be examined after the model is found acceptable. Questions addressed from the 

empirical results included: 

• Were the principal relationships in the theory supported and found to be 

statistically significant? 

• Were relationships in the hypothesized direction positive or negative? 

 

4.4 Summary 

This chapter introduced the major research methodology used in this study to 

achieve the research objectives set at the beginning of the study. It was argued that, 

given the complexity and exploratory nature of this study, a qualitative paradigm 

along with a quantitative approach was appropriate to examine the research 

hypotheses in this study. Specific procedures were also introduced to guide the two 

different phases of the research process. These procedures include: 1) specifying a 

domain for KM and MO constructs; 2) generating items for KM and MO constructs; 3) 

developing the survey instrument; 4) collecting data; 5) assessing the measurement 

model fit; 6) assessing the structure model fit; and 7) modifying the model to obtain 

superior goodness-of-fit. 

 143 
 



CHAPTER 5: ANALYSES AND RESULTS – QUALITATIVE RESEARCH 

 

In this chapter, findings of two focus groups and seven expert reviews are 

presented. The purpose of this qualitative study was to propose a framework to assess 

the implementation of KM strategies in the hotel industry. A total of six key 

management strategies including culture, leadership, technology, measurement of 

performance, communication, and relationship that would enable a firm to manage its 

organizational knowledge were identified as the domains of KM. An initial set of 65 

items from focus groups of 10 hotel practitioners was generated, with 69 items 

resulted after the expert judges’ review. 

 

5.1 Framework Development 

A literature review followed by focus group discussions and expert judges 

generated 69 items in six domains, including culture, leadership, technology, 

measurement of performance, communication, and relationship. The focus groups 

derived two new dimensions of “communication” and “relationship” when 

participants were unable to categorize items they suggested in any of the four domains 

suggested by the literature. In regards to item generation, an initial set of 65 items 

from two focus groups was developed. Content validity of the items was assessed by a 

panel of seven expert judges. Based on the expert judges’ comments, 44 items were 

retained. Of these, five items were modified and further separated into 11 items, and 

four items were combined into two items. In addition, based on the detailed comments 

from the seven expert reviewers, 21 new items were developed. Thus, the 44 retained 

items were further modified into 69 items. Figures 5.1 - 5.6 provide a summary of 

items remaining after the assessment of content validity by the expert judges. The 
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framework presented below is in no particular order of importance. 

 

5.1.1 Domain of Culture 

The refined KM attributes consisted of 17 items in the culture component (see 

Figure 5.1). The culture domain included general knowledge sharing, generating, and 

utilization as well as the learning climate of the organization, which referred to an 

integrated pattern of human behavior including thoughts, speech, actions, and artifacts. 

Among the 17 items, three were added based on one KM professor’s comments: 1) 

intra-learning among team members, 2) inter-learning from department to department, 

and 3) the re-use of knowledge (or knowledge leverage). Other examples in the 

culture domain included a supporting climate for staff development and training 

opportunities, a culture of trust and openness. A climate of trust plays an important 

role in the establishment of a knowledge-sharing culture because individuals could 

more easily capture and transfer knowledge if trust is embedded among people 

through personal contact and social networking (Lesser & Prusak, 2000). A high level 

of openness is also a necessity to reduce knowledge hoarding (Kim & Mauborgne, 

1997). 

 

5.1.2 Domain of Leadership 

The leadership component included eight items retained or modified from 

focus groups and another seven items suggested by expert reviewers (Figure 5.2). 

Leadership referred to the ability of the management to align KM strategies with 

organizational mission/objectives and to promote the value of KM. Items in this 

domain included the management’s recognition of the importance of knowledge, 

understanding of KM concepts, ability to hire knowledgeable employees, and support 
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in providing time and resources for the management of organizational knowledge. 

Items added from experts’ comments included the management’s support to all KM-

related activities, recognition of the importance of KM for competitiveness, 

operational knowledge in KM, recognition of the importance of structural and 

customer assets in addition to employee assets, ability to facilitate a sharing and 

learning culture, and the establishment of a KM community. 

 

1. Employees feel at ease talking about company issues in front of management. 

2. Employees like to help each other with tasks, even if they are in different departments. 

3. Problems or errors are openly discussed and necessary knowledge for solutions is shared among 

team members. 

4. Problems or errors are openly discussed and solutions are shared from department to department. 

5. Intra-learning practices are common among team members. 

6. Inter-learning practices are common from department to department. 

7. The organization encourages employees to attend forums, seminars, or conferences organized and 

participated by industry peers, government bodies, community, and academia for knowledge 

acquisition and creative inspiration. 

8. The organization encourages employees to visit or inspect other hotel facilities for peer learning. 

9. The organization encourages employees to find out problems and to identify necessary knowledge 

for solutions. 

10. The organization encourages the re-use of knowledge to solve problems. 

11. The organization encourages a climate of openness or speaking. 

12. The organization encourages a culture of trust. 

13. The organization encourages learning and re-learning. 

14. The organization encourages employees to take a leading role in the area of their own expertise. 

15. The organization encourages new ideas for product and service innovations. 

16. The organization supports employee training and development. 

17. The organization provides employees with opportunities for corrective action and improvement. 

 
Figure 5.1: Domain of Culture 
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1. The management recognizes the importance of knowledge, and does not just focus on operational 

performance. 

2. The management understands the concept of KM. 

3. The management possesses operational knowledge of KM. 

4. The management considers KM to be important for competitiveness. 

5. The management supports all activities related to KM. 

6. The organization has established a community of KM practices. 

7. The management recognizes employees as assets and recognizes their importance to the hotel. 

8. The management recognizes organizational structure as an asset and recognizes its importance to 

the hotel. 

9. The management recognizes customers as assets and recognizes their importance to the hotel. 

10. The management hires knowledgeable people. 

11. The management takes responsibility for cultivating knowledge sharing and re-use of knowledge. 

12. The management has distributed the necessary information to staff accurately. 

13. The management provides time, resources, and support for employees to pursue new ideas. 

14. The management provides time, resources, and support for employees to achieve learning goals. 

15. The management provides the necessary resources to promote the development of knowledge 

relating to the organization’s core competencies. 

 
Figure 5.2: Domain of Leadership 

 

5.1.3 Domain of Technology 

The technology component had 11 items (Figure 5.3) and referred to the 

infrastructure of tools, systems, platforms, and automated solutions that centralize and 

enhance the development, application, and distribution of organizational knowledge. 

Intranet, Internet, knowledge repositories, and databases are some examples of KM 

practices in the technology domain. One expert reviewer emphasized the importance 

of having one “central” information technology system within an organization rather 

than separate systems. Three expert reviewers whose research expertise lay in KM 

systems suggested that KM systems should (1) generate collective knowledge to 

define and analyze customers’ needs, preferences, and styles to meet customer 

expectations; and (2) help managers explain and recognize problems and make better 
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decisions. Hence, data mining or business intelligence systems and decision support 

or expert systems were added to the technology domain (Liao, 2003). 

 

1. The organization utilizes information technologies (IT) such as the Internet for knowledge search 

and acquisition. 

2. The organization utilizes IT such as the Intranet for e-learning and/or cross-training for knowledge 

sharing and assimilation. 

3. The organization utilizes IT such as the Intranet for relationship connections to enhance the quality 

of knowledge transfer (e.g., discussion forums among employees or among chain/franchise hotels). 

4. The organization has one central IT system rather than separated IT systems. 

5. The organization utilizes video/graphics tools (e.g., video taping for training purposes or video 

conferencing) for knowledge storage and retrieval. 

6. The organization utilizes IT in hospitality specific applications (e.g., front office systems, 

reservation systems, human resources systems, financial and accounting systems, and sales and 

marketing systems) for knowledge repository. 

7. The organization utilizes IT such as data mining systems or business intelligence systems to 

generate collective knowledge to define and analyze customers’ needs, preferences, and styles to 

meet customer expectations. 

8. The organization utilizes IT such as decision support systems or expert systems to help managers 

explain and recognize problems and to make better decisions. 

9. IT is seen as a means of enhancing collaborative efforts among managers and employees for 

problem-solving of operational issues. 

10. IT is seen as a means of enhancing collaborative efforts among managers and employees for 

problem-solving of managerial and strategic issues. 

11. IT is utilized to minimize barriers of geography and time. 

 
Figure 5.3: Domain of Technology 

 

5.1.4 Domain of Measurement of Performance 

Refined KM attributes included ten items relating to the measurement of 

performance (Figure 5.4). Two new items were added through the process of expert 

reviews and they were a) employee suggestion systems are in place in the hotel and 

adopted ideas are rewarded; and b) the organizational assesses the identification, 

acquisition, creation, storing, sharing, and re-using of knowledge in employee 
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performance appraisal. The measurement domain referred to the assessment methods 

or tools for evaluating the impact of KM and evaluations of employee knowledge 

contributions. For example, measurement included assessment of market share against 

major competitors (to promote knowledge sharing and product and service innovation) 

and linked KM to customer loss, employee training expenditures, time reduction, and 

employee performance appraisal. 

 

5.1.5 Domain of Communication 

An additional nine items were derived from the first focus group members, 

and pertained to a domain of “communication,” which was not specified earlier in the 

review of literature (Figure 5.5). This domain referred to the communication among 

managers and employees as communication is seen as being crucial for effective 

performance and key to the ability of an organization to respond to change (Dhillon, 

2001). For example, Chief Knowledge Officers (CKO) are at the core of KM 

processes and facilitate knowledge sharing, document areas of expertise, and set up 

incentive programs (DeTienne et al., 2004). 

The first focus group strongly proposed that well-established communication 

channels can help hotel companies accelerate the rate at which hoteliers handle new 

challenges and opportunities in the market and should be included in the KM 

implementation framework. However, one expert judge pointed out that the 

“communication” construct could be a factor under the culture domain of KM 

practices. Since culture is a set of commonly-held beliefs and assumptions within an 

organization (Balogun & Jenkins, 2003), this judge’s comment was reflective of 

O’Dell and Grayson’s (1998b) statement that the underlying beliefs are “always there 

to color the perception of actions and communications” (p. 71). The relationship 
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between culture and communication in the context of KM implementation would be 

further examined at a later stage of the scale development. 

 

1. Employees participate individually or on a team basis in knowledge contests held by the hotel (e.g., 

the recognition of the most valuable in-house customers; the test of regulations on personnel 

matters). 

2. The management observes customers’ verbal compliments and uses comment cards as references to 

reward employees with good performance. 

3. Employee suggestion systems are in place in the hotel and adopted ideas are rewarded. 

4. The organization assesses the identification, acquisition, creation, storing, sharing, and re-using of 

knowledge in employee performance appraisal. 

5. The management uses promotions, training, study opportunities, hotel coupons, or other forms of 

recognition to reward employees’ contributions to the development of organizational knowledge. 

6. Employee successes or self-achievements, such as winning cooking contests or speech invitation 

from commercial (e.g., newspapers, radio and/or TV programs) and public sectors (e.g., schools, 

local government, and/or tourism board), are systematically collected and recorded as evidence of 

knowledge development. 

7. The organization has formalized the process of transferring best practices or standard operating 

procedures with documentation (e.g., the publication of cookbooks and video-taping of specific 

tasks for demonstration or on-the-job training). 

8. The management uses various benchmarks (e.g., “best hotel of the year”, “best market share of the 

year”, or “best KM practice” announced by individual property, hotel association, tourism board, 

magazines, media, or consultant companies in certain districts/areas) to promote knowledge sharing 

and product and service innovation. 

9. The organization uses certain indicators to manage knowledge, such as customer loss (for customer 

knowledge), employee training expenditures (for human capital), new products/services launched 

and/or value-added products/services (for innovations), productivity and quality improvement, and 

time and/or cost reductions (for process improvement). 

10. The organization has linked indicators in statement #9 to financial performance. 

 
Figure 5.4: Domain of Measurement of Performance 
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1. Managers and employees participate in the department’s daily operation meetings. 

2. Managers and employees participate in cross-departmental meetings. 

3. Managers and employees participate in annual or bi-annual staff meetings for direct 

communication of managerial or strategic issues. 

4. The organization has developed various channels for listening and consultations (e.g., monthly 

speak-up meetings, chat rooms/forums on Intranet, and informal meetings). 

5. The organization has developed one-to-one mentorship programs to help employees learn better 

and transfer tacit knowledge. 

6. Staff newsletters are produced and circulated for knowledge sharing. 

7. The use of posters/graphics/bulletin boards/videos in backhouse corridors, staff changing rooms, 

staff cafés, or staff elevators facilitates knowledge assimilation among employees. 

8. The hotel has designated staff such as a chief knowledge officer to close knowledge gaps. 

9. The hotel has designated staff in each department or operating unit to ensure that information 

flows upwards in the organization and disseminates among employees. 

 
Figure 5.5: Domain of Communication 

 

5.1.6 Domain of Relationship 

Seven items were included in the relationship domain (Figure 5.6). This new 

domain was derived from members of the second focus group. Besides human capital, 

customer and business partner relationships, which reflect customers’ confidence and 

satisfaction of products and services of the organization, also play an important role in 

intangible wealth. A good relationship could be built through (1) proper integration of 

customers and their representatives such as travel agencies, (2) discussion with 

customers, and (3) learning from customers’ experiences (Gronau, 2002). Therefore, 

the relationship domain referred to the bonds between an organization and its 

employees, customers, and business partners; and this is a key factor in the successful 

implementation of KM systems. The utilization of employee, customer, and business 

partner networks, and the recognition of relational assets are also emphasized in the 

implementation of KM strategies. 
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1. The bonds between this organization and its employees are strong. 

2. The bonds between this organization and its customers are strong. 

3. The bonds between this organization and its business partners, such as suppliers, are strong. 

4. The organization utilizes their employees’ relationship network. 

5. The organization utilizes their customers’ relationship network. 

6. The organization utilizes their business partners’ relationship network. 

7. The management recognizes the importance of relational assets. 

 
Figure 5.6: Domain of Relationship 

 

While six expert judges agreed with the development of this new domain 

under the KM strategy implementation framework, one questioned the connection 

between the implementation of KM strategies and the factor “relationship”. This 

professor stated from his intuition that “if the relationship between KM and the 

‘relationship’ factor was examined from a cause-effect perspective, it is possible that 

the level of bonds between the organization and its stakeholders has an influence on 

the implementation of KM strategies”. In other words, the ‘relationship’ factor may 

not be an indicator of KM strategy implementation. Such concern was further 

investigated. 

The researcher first re-examined the contents and the meanings of the seven 

items in the relationship domain. The first three items asked the respondents about the 

level of bonds between their organization and employees, customers and business 

partners. The next three items asked the respondents about the utilization of 

relationship networks from employees, customers and business partners. The last item 

in this domain was the recognition of the importance of relational assets. As 

documented earlier in the review of literature, originating from Sveiby’s (1998) model 

of intellectual capital, Edvinsson and Malone (1997) and Stewart (2001) claimed that 

every company has three forms of intellectual capital, these being human (employee) 

 152



capital, structural (or organizational) capital, and customer (or relationship) capital. 

Thus, the relationship domain derived from focus group discussions and expert 

reviews referred to the “relationship capital” at two levels: interpersonal relationship 

and interorganizational relationship; and the three capitals included were employee 

capital, customer capital, and business partner capital. A basic idea of KM is that 

knowledge can be shared (Nonaka & Takeuchi, 1995); thus, sharing knowledge, 

whether among employees within a company or with customers and business partners, 

is becoming critical to success (Foley, 2001). It was not surprising that structural 

capital was not listed in the “relationship” domain as it is about the process, not the 

people.  

Second, relationship utilization is important. Wheatley (2000) stated that 

peoples’ relationships are built to connect with each other in the implementation of 

any KM strategy. When examining the development of KM system in tourism, 

Connolly and Olsen (2000) also mentioned that relationship-building is a powerful 

concept. A study of employee relationship and knowledge sharing by Liao, Chang, 

Cheng, and Kuo (2004) concluded that the “most important task to an organization’s 

KM should be to manage employee relationship” (p. 33). Furthermore, customer 

relationship management (CRM) and KM were once considered entirely separate 

disciplines, despite the fact that the two practices (departments) shared the same data 

warehouse and that both management models were intended to improve business 

efficiency and customer satisfaction (Compton, 2004). It has become clear, however, 

that the two disciplines were really working toward the same goal, that being to 

deliver continuous improvement to business performance. Better KM/CRM 

integration can help companies navigate complex problems more easily (Compton, 

2004). On the other hand, relationship with business partners is also essential to a 
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company’s survival and growth. Nowadays, most companies are still struggling to 

design and manage their key partner relationships for long-term value creation (Parise 

& Casher, 2003). 

Furthermore, the present study was about the assessment of KM strategy 

implementation. There was a need to further explain the meaning of “implementation” 

in order to verify the appropriateness of the “relationship” domain in the KM 

construct. Simpson and Weiner (1989) stated that the word “implementation” is the 

action of implementing and fulfillment. The word “implement” means to complete, 

perform, or carry (a decision, plan, etc.) into effect (Simpson & Weiner, 1989). The 

final seven items developed and retained in the relationship domain explained the KM 

strategy implementation not only from a fulfillment perspective (e.g., the level of 

bonds), but also from an action (activity or practice) perspective (e.g., relationship 

utilization and its recognition). 

Lastly, the researcher looked into the development process of the relationship 

framework. The original four items in the new domain of “relationship” proposed by 

members of second focus group were: (a) the organization solicits outside resources or 

perspectives (e.g., from banks and government offices); (b) the organization has a 

good relationship with suppliers; (c) the organization has a good relationship with 

business partners; and (d) managers and employees pass the relationship with either 

suppliers or business partners to their potential replacements. Only items (b) and (c) 

were retained after seven expert reviewers’ judgments; and items (b) and (c) were 

further combined into one item as “the bonds between this organization and its 

business partners, such as suppliers, are strong”. All the other six items (see Figure 5.6, 

Items 1, 2, and 4-7) were newly added by expert reviewers, with the exception of the 

expert reviewer who questioned the retaining of the “relationship” domain in the KM 
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construct). At this stage of qualitative research, in consideration of the evidence from 

literature review, support from content analysis and the endorsement of six KM 

academics, the establishment of the relationship domain in the KM construct was 

retained. 

 

5.2 Summary 

This chapter reported the results of the study based on focus group discussions 

and expert reviews. Results of the qualitative study provided a clearer idea of the KM 

construct’s domains and enabled the researcher to offer a more precise practical 

explanation of the implementation of KM strategies in a hotel context. Six dimensions 

identified in this study were culture, leadership, technology, measurement of 

performance, communication, and relationship. Although the resulting 69 items 

assessing the KM strategy implementation required ongoing scientific evaluation to 

ensure its validity and reliability, this framework facilitated further construct 

measurement development and theory building. 

While the input collected from hotel practitioners in Taiwan may not represent 

opinions of a larger population, 50% of focus group participants represented 

international five-star chain hotels. In addition, seven university professors from 

Taiwan, Hong Kong, and Korea endorsed the KM foundation for the study. Therefore, 

this qualitative study provided an assessment framework through rigorous research 

methodology. The particular merit of this study is its comprehensive effort to gather 

from and respect the views of both industry practitioners and academics. 
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CHAPTER 6: ANALYSES AND RESULTS – QUANTITATIVE RESEARCH 

 

In this chapter, findings of the main survey are presented. The qualities of two 

measurement models, one for a KM construct and the other for an MO construct, are 

assessed. Section 6.1 describes the surveyed sample characteristics. Quality indicators 

pertaining to the final KM scale are discussed in Section 6.2 and Section 6.3 describes 

the re-validation of the MARKOR scale. Section 6.4 examines the relationships 

between KM, MO, and hotel performance using two different tests: a full structure 

model test vs. an individual path analysis with latent variables. Section 6.5 summaries 

the chapter. 

 

6.1 Sample Characteristics 

6.1.1 Characteristics of Operating Hotels 

In total, 398 questionnaires from 51 of the 84 operating hotels were returned 

for a 60.7% response rate. Two responses from two hotels were eliminated due to too 

many incomplete data. Therefore, 396 usable responses from 51 hotels were used. 

Table 6.1 summarizes hotel characteristics in terms of classification, business type, 

number of rooms, year of opening, ownership, and management type of the hotel. The 

majority of the surveyed hotels (76.5%) were international tourist hotels. Both 

business hotels and resort hotels were major components of the lodging industry in 

Taiwan, with 56.9% business type, 31.4% resort type, and 11.7% both business and 

resort type. Approximately half (51.0%) of surveyed hotels were located in the three 

largest cities (Taipei, Kaoshiung, and Taichung) in Taiwan. Among these hotels, close 

to one-fifth (17.6%) were located in Taitung and Hualien counties, the two most 

popular sightseeing and resort areas in Taiwan. 
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Table 6.1: Characteristics of Surveyed Hotels (N = 51) 

Characteristics       Frequency      Percent (%) 
Classification 
 International tourist hotel    39   76.5 
 Standard tourist hotel    12   23.5 
Type 
 Business hotel     29   56.9 
 Resort hotel     16   31.4 
 Mixed (both business and resort)     6   11.7 
Location 
 Taipei      18   35.3 
 Kaohsiung       3     5.9 
 Taichung       5     9.8 
 Hualien county       7   13.7 
 Taitung county       2     3.9 
 Other cities     16   31.4 
Number of Rooms 
 Under 100       2     3.9 
 100 to 299     33   64.7 
 300 to 499     12   23.5 
 500 to 699       3     5.9 
 Over 700       1     2.0 
Year Opened 
 1969 or earlier       9   17.6 
 1970 to 1979       9   17.6 
 1980 to 1989     13   25.5  
 1990 to 1999       9   17.6 
 2000        2     3.9 
 2001        4     7.8 
 2002        2     3.9 
 2003        3     5.9 
Ownership 
 Owned by a local based company   47   92.2 
 Owned by a foreign based company    1     2.0 
 Owned by a local-foreign partnership    3     5.9 
Management Type 
 Independently managed and the only hotel  21   41.2 
 Managed by a local hotel group   18   35.3 
 Managed by an international hotel group  12   23.5 
 

In terms of the size of hotels, close to two-thirds (64.7%) had between 100 and 

299 rooms (Hotel Association of The Republic of China, 2004). The average number 

of rooms was 268. The smallest surveyed hotel had 47 and the largest 856 rooms. 

Nine hotels (17.6%) were opened in 1969 or earlier, while 11 hotels (21.5%) were 

opened in 2000 or later. Approximately one-quarter (25.5%) of the surveyed hotels 

were opened during the 1980s. In terms of ownership status, almost all (92.2%) were 

owned by a locally based company. As for the management status, 41.2% were 
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independently managed single properties, 35.3% were managed by a local hotel group, 

and 23.5% were managed by an international hotel group. 

The average rack rate during the 3-year surveyed period was US$182 

(NT$5,484), ranging from US$53 (NT$1,600) to US$303 (NT$9,100). The average 

yield ratio was calculated with a mean of .30. The average yield ratio varied from .07 

to .53, with a standard deviation of .09. In terms of the food and beverage dining 

facilities, the average space was 3,529 square meters, with a range of 347 to 12,313 

square meters. The average food and beverage revenue per square meter from 2001 to 

2003 was US$2,166, ranging from US$79 to US$5,595. 

 

6.1.2 Demographic Profile of Respondents 

 More than 70% of respondents were between 31 and 50 years old, with 15.2% 

being 51 - 60 years old and 11.1% 30 years old or younger. Less than 2% of 

respondents were over 60 years old (Table 6.2). The majority of respondents were 

male (60.7%), with the highest level of formal educational attainment being college 

diploma or bachelor’s degree (72.0%). Close to one-fifth (17.4%) of them reported 

high school as their highest level of education and 10.2% had a master’s or doctoral 

degree. About one-third of respondents (33.3%) reported hospitality and tourism 

related disciplines as their main area of study while in school, followed by business 

administration (32.0%) and science (14.3%). The average number of years of hotel 

experience was 12.8 (range = 0.5 to 40). Over half of the respondents (51.2%) had 

less than 10 years of hotel experience, followed by 10 to 20 years (26.9%) and 21 to 

30 years (19.4%). Less than 3% of respondents had hotel experience of more than 30 

years. 

The average number of respondents in each specific hotel was 7.76. Among 
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the 51 surveyed hotels, 37 (72.5%) had more than five people responded and 4 (7.8%) 

had only one or two people responded. The present study had caught the attention 

mostly on general managers, front office mangers and food and beverage managers. 

There were 45 (11.6%) general managers or executive assistant managers, 48 (12.4%) 

front office managers and 47 (12.1%) food and beverage managers responded to the 

survey. Twenty-one (5.3%) respondents were in non-management position and only 

one (0.3%) respondent reported as a public relations manager. Nearly 30% of 

surveyed department heads did not want to reveal their job titles within the 

organization probably due to the confidentiality concerns. 
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Table 6.2: Demographic Characteristics of Respondents (N = 396) 

Characteristics         Percent (%) 
Age 
 21 to 30 years old        11.1  
 31 to 40 years old        37.4 
 41 to 50 years old        34.6 
 51 to 60 years old        15.2 
 Over 60 years old          1.8 
Gender 
 Male         60.7 
 Female         39.3 
Education Level 
 High school        17.7 
 College diploma or equivalent      32.8 
 Bachelor’s degree       39.2 
 Master’s degree          9.2 
 Doctoral degree          1.0 
Main Area of Study While in School 
 Hospitality and tourism related      33.3 
 Business administration       32.0 
 Mass communication         3.9 
 Arts/humanities          3.6 
 Education          1.6 
 Science         14.3 
 Others         11.2 
Years of Hotel Experience 
 10 years and under       51.2 
 11 to 20 years        26.9 
 21 to 30 years        19.4 
 More than 30 years         2.5 
 Mean = 12.8; Range = 0.5 to 40.0 
Position 
 General manager or executive assistant manager    11.6 
 Front office manager       12.4 
 Housekeeping manager         3.6 
 Reservation manager         1.6 
 Food and beverage manager      12.1 
 Sales and marketing manager        7.5 
 Human resources manager         6.2 
 Information and technology manager       1.6 
 Accounting and finance manager        4.4 
 Engineering manager         3.4 
 Purchasing manager         0.8 
 Public relations manager         0.3 
 Unspecified department head      29.2 
 Others: not in management position        5.4 
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6.2 Development of Knowledge Management Scale 

6.2.1 Scale Development Process and Results 

In order to conduct the EFA and CFA, data were split into two parts to build 

and validate the measurement model, because using the same data for both EFA and 

CFA procedures could lead to a final model that would not be able to generalize to 

other samples or the population (Hatcher, 1994). The EFA was used to examine the 

theoretical structure of each domain, rather than the theoretical structure of the overall 

KM construct. The domain with the largest number of observable variables was 

“culture”, which contained 17 indicators; thus the minimum sample size requirement 

was 85 cases for EFA (17 ﹡5 cases). For the purpose of easy identification of 

different sample sets, eleven hotels that started their business in 2000 or later (newly 

opened hotels) with 96 participants were used for EFA because they met the minimum 

sample size requirement and were not too far from a preferable sample size of 100 

cases (Hair et al., 2002). Furthermore, two additional sets of EFA tests were 

conducted to see if the EFA results drawn from the sample of newly opened hotels 

would be different from a randomly selected subsample or a subsample from older 

hotels. Because the same factor structures were obtained in all three sets of EFA tests, 

sampling methods for newly opened hotels was considered appropriate for EFA. 

After the EFA, CFA and SEM were conducted based on the remaining 300 

respondents from 40 long-standing hotels. When conducting CFA, missing values 

were input using matching variables. 

 

6.2.1.1 Preliminary Analysis 

 To evaluate the reliability of the measurement scale, a Cronbach reliability test 
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was conducted on the newly opened hotel dataset (N=96). The coefficient alpha and 

item-total correlations for culture (17 items), leadership (15 items), technology (11 

items), measurement of performance (10 items), communication (9 items), and 

relationship (7 items) are reported in Tables 6.3 – 6.8. All 69 items had higher than .50 

corrected item-to-total correlation. The alpha score for each subscale was 

between .9416 and .9608, which were higher than the cut-off point of .70 (Hatcher, 

1994); and no item, if deleted from the scale, proved to significantly improve subscale 

reliability. These findings provided an initial indication that the KM scale proposed in 

the study was a reliable instrument. In other words, the six subscales, designed to 

measure hotel implementation of KM strategies, had a high internal consistency. 
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Table 6.3: Corrected Item-Total Correlation and Coefficient Alpha of Culture Domain 

(Overall Alpha Score = .9520) 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
C1 Employees feel at ease talking about company issues in front 

of management. 
.4984 .9534 

C2 Employees like to help each other with tasks, even if they are 
in different departments. 

.7569 .9484 

C3 Problems or errors are openly discussed and necessary 
knowledge for solutions is shared among team members. 

.7090 .9493 

C4 Problems or errors are openly discussed and solutions are 
shared from department to department. 

.6718 .9503 

C5 Intra-learning practice is common among team members. .6664 .9500 
C6 Inter-learning practice is common from department to 

department. 
.6457 .9508 

C7 The organization encourages employees to attend forums, 
seminars, or conferences organized and participated by 
industry peers, government bodies, community, and academia 
for knowledge acquisition and creative inspiration. 

.7288 .9489 

C8 The organization encourages employees to visit or inspect 
other hotel facilities for peer learning. 

.7929 .9477 

C9 The organization encourages employees to find out problems 
and to identify necessary knowledge for solutions. 

.8043 .9476 

C10 The organization encourages the re-use of knowledge to solve 
problems. 

.7996 .9479 

C11 The organization encourages a climate of openness or speak-
up. 

.7809 .9479 

C12 The organization encourages a culture of trust. .7859 .9479 
C13 The organization encourages learning and re-learning. .8108 .9479 
C14 The organization encourages employees to take a leading role 

in the area of their own expertise. 
.7812 .9481 

C15 The organization encourages new ideas for product and service 
innovations. 

.6302 .9508 

C16 The organization supports employee training and development. .6141 .9509 
C17 The organization provides employees with opportunities for 

corrective action and improvement (without losing face). 
.7890 .9480 
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Table 6.4: Corrected Item-Total Correlation and Coefficient Alpha of Leadership 

Domain (Overall Alpha Score = .9608) 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
L1 The management recognizes the importance of knowledge, 

and does not just focus on operational performance. 
.6575 .9603 

L2 The management understands the concept of KM. .8311 .9570 
L3 The management possesses operational knowledge of KM. .8597 .9563 
L4 The management considers KM to be important for 

competitiveness. 
.8548 .9566 

L5 The management supports all activities related to KM. .8182 .9572 
L6 The organization has established a community of KM 

practices. 
.6916 .9620 

L7 The management recognizes employees as assets and 
recognizes their importance to the hotel. 

.7802 .9580 

L8 The management recognizes organizational structure as an 
asset and recognizes its importance to the hotel. 

.8069 .9574 

L9 The management recognizes customers as assets and 
recognizes their importance to the hotel. 

.5853 .9614 

L10 The management hires knowledgeable people. .6767 .9601 
L11 The management takes responsibility for cultivating 

knowledge sharing and re-use of knowledge. 
.7061 .9594 

L12 The management has distributed the necessary information to 
staff accurately. 

.8300 .9569 

L13 The management provides time, resources, and support for 
employees to pursue new ideas. 

.8782 .9559 

L14 The management provides time, resources, and support for 
employees to achieve learning goals. 

.8397 .9567 

L15 The management provides the necessary resources to promote 
the development of knowledge relating to the organization’s 
core competencies. 

.8573 .9564 
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Table 6.5: Corrected Item-Total Correlation and Coefficient Alpha of Technology 

Domain (Overall Alpha Score = .9423) 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
T1 The organization utilizes information technologies (IT) such as 

the Internet for knowledge search and acquisition. 
.4384 .9467 

T2 The organization utilizes IT such as the Intranet for e-learning 
and/or cross-training for knowledge sharing and assimilation. 

.7659 .9362 

T3 The organization utilizes IT such as the Intranet for 
relationship connections to enhance the quality of knowledge 
transfer (e.g., discussion forums among employees or among 
chain/franchise hotels). 

.7500 .9370 

T4 The organization has one central IT system rather than 
separated IT systems. 

.7001 .9387 

T5 The organization utilizes video/graphics tools (e.g., video 
taping for training purposes or video conferencing) for 
knowledge storage and retrieval. 

.8010 .9349 

T6 The organization utilizes IT in hospitality specific applications 
(e.g., front office systems, reservation systems, human 
resources systems, financial and accounting systems, and sales 
and marketing systems) for knowledge repository. 

.6101 .9419 

T7 The organization utilizes IT such as data mining systems or 
business intelligence systems to generate collective knowledge 
to define and analyze customers’ needs, preferences, and styles 
to meet customer expectations. 

.8628 .9320 

T8 The organization utilizes IT such as decision support systems 
or expert systems to help managers explain and recognize 
problems and to make better decisions. 

.8673 .9318 

T9 IT is seen as a means of enhancing collaborative efforts among 
managers and employees for problem-solving of operational 
issues. 

.8495 .9330 

T10 IT is seen as a means of enhancing collaborative efforts among 
managers and employees for problem-solving of managerial 
and strategic issues. 

.8314 .9338 

T11 IT is utilized to minimize barriers of geography and time. .7361 .9374 
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Table 6.6: Corrected Item-Total Correlation and Coefficient Alpha of Measurement of 

Performance Domain (Overall Alpha Score = .9558) 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
M1 Employees participate individually or on a team basis in 

knowledge contests held by the hotel (e.g., the recognition of 
the most valuable in-house customers; the test of regulations 
on personnel matters). 

.8427 .9497 

M2 The management observes customers’ verbal compliments and 
uses comment cards as references to reward employees with 
good performance. 

.7075 .9551 

M3 Employee suggestion systems are in place in the hotel and 
adopted ideas are rewarded. 

.8167 .9508 

M4 The organization assesses the identification, acquisition, 
creation, storing, sharing, and re-using of knowledge in 
employee performance appraisal. 

.8213 .9506 

M5 The management uses promotions, training, study 
opportunities, hotel coupons, or other forms of recognition to 
reward employees’ contributions to the development of 
organizational knowledge. 

.7612 .9530 

M6 Employee successes or self-achievements, such as winning 
cooking contests or speech invitation from commercial (e.g., 
newspapers, radio and/or TV programs) and public sectors 
(e.g., schools, local government, and/or tourism board), are 
systematically collected and recorded as evidence of 
knowledge development. 

.8329 .9501 

M7 The organization has formalized the process of transferring 
best practices or standard operating procedures with 
documentation (e.g., the publication of cookbooks and video-
taping of specific tasks for demonstration or on-the-job 
training). 

.8034 .9515 

M8 The management uses various benchmarks (e.g., “best hotel of 
the year”, “best market share of the year”, or “best KM 
practice” announced by individual property, hotel association, 
tourism board, magazines, media, or consultant companies in 
certain districts/areas) to promote knowledge sharing and 
product and service innovation. 

.8343 .9502 

M9 The organization uses certain indicators to manage knowledge, 
such as customer loss (for customer knowledge), employee 
training expenditures (for human capital), new 
products/services launched and/or value-added 
products/services (for innovations), productivity and quality 
improvement, and time and/or cost reductions (for process 
improvement). 

.8664 .9487 

M10 The organization has linked indicators in statement M9 to 
financial performance. 

.7948 .9517 
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Table 6.7: Corrected Item-Total Correlation and Coefficient Alpha of Communication 

Domain (Overall Alpha Score = .9416) 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
CM1 Managers and employees participate in the department’s daily 

operation meetings. 
.6723 .9402 

CM2 Managers and employees participate in cross-departmental 
meetings. 

.7288 .9373 

CM3 Managers and employees participate in annual or bi-annual 
staff meetings for direct communication of managerial or 
strategic issues. 

.8224 .9324 

CM4 The organization has developed various channels for listening 
and consultations (e.g., monthly speak-up meetings, chat 
rooms/forums on Intranet, and informal meetings). 

.8735 .9290 

CM5 The organization has developed one-to-one mentorship 
programs to help employees learn better and transfer tacit 
knowledge. 

.6808 .9398 

CM6 Staff newsletters are produced and circulated for knowledge 
sharing. 

.8371 .9313 

CM7 The use of posters/graphics/bulletin boards/videos in 
backhouse corridors, staff changing rooms, staff cafés, or staff 
elevators facilitates knowledge assimilation among employees.

.7184 .9378 

CM8 The hotel has designated staff such as a chief knowledge 
officer to close knowledge gaps. 

.8379 .9314 

CM9 The hotel has designated staff in each department or operating 
unit to ensure that information flows upwards in the 
organization and disseminates among employees. 

.8135 .9325 

 

Table 6.8: Corrected Item-Total Correlation and Coefficient Alpha of Relationship 

Domain (Overall Alpha Score = .9534) 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
R1 The bonds between this organization and its employees are 

strong. 
.8353 .9468 

R2 The bonds between this organization and its customers are 
strong. 

.8896 .9420 

R3 The bonds between this organization and its business partners, 
such as suppliers, are strong. 

.8306 .9469 

R4 The organization utilizes their employees’ relationship 
network. 

.8169 .9480 

R5 The organization utilizes their customers’ relationship 
network. 

.9045 .9405 

R6 The organization utilizes their business partners’ relationship 
network. 

.8577 .9445 

R7 The management recognizes the importance of relational 
assets. 

.7587 .9527 
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6.2.1.2 Exploratory Factor Analysis 

 In addition to the identification of factor structure, the other purpose of EFA 

was to reduce a set of items to a smaller number of underlying variables or “factors” 

for subsequent use in the SEM analysis. Principle Component method with the 

Varimax rotation was used. The commonly used criterion of an Eigenvalue of 1.00 

was applied in the analysis. Items with loading of lower than .40 on all factors or 

of .40 or higher on more than one factor, and items loading on a factor with an internal 

reliability coefficient of lower than .70 were eliminated (Hatcher, 1994). To determine 

the appropriateness of the data for factor analysis, the Kaiser-Meyer-Olkin measure 

(KMO) of sampling adequacy and the Bartlett’s test of adequacy were used 

(Tabachnick & Fidell, 1989). 

(a) The Culture Domain 

A 2-factor solution, with 12 items retained, was derived with 70.13% of the 

variance explained. The factor analysis process was then fine-tuned by performing 

another factor analysis (Johnson, 1998) on these 12 items. As expected, two factors 

with 12 items emerged. The cumulative percentage of variance explained was 

70.133%. Factor loadings of these 12 items were higher than .50 (see Table 6.9). The 

Cronbach’s alpha of the two factors were .8772 and .9275. Culture was found to 

basically spring from two sources: (1) the learning experiences of group members as 

their organization evolves; and (2) new beliefs, values, and assumptions brought in by 

leaders including founders of organizations and new members (Schein, 2004). Hence, 

the two factors were labeled as “Learning and Sharing Culture” and “Organizational 

Culture”. “Learning and Sharing Culture” referred to shared experience among peers 

and could happen in a small group of people. “Organizational Culture” referred to 

culture reinforced by the management. The KMO of sampling adequacy showed an 
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acceptable level of .884 – a value of .60 or above is considered good for EFA 

(Tabachnick & Fidell, 1989). The Bartlett’s Test of Sphericity demonstrated 

significance at a level of .000. 

 

Table 6.9: Exploratory Factor Analysis of Culture Domain 

Item 
No. 

Factor/Item Loading Eigenvalue Variance 
Explained 

(%) 

Reliability 
Alpha 

 Learning and Sharing Culture  6.886 57.386 .8772 
C1 Employees feel at ease talking about 

company issues in front of 
management. 

.593    

C2 Employees like to help each other with 
tasks, even if they are in different 
departments. 

.797    

C3 Problems or errors are openly discussed 
and necessary knowledge for solutions 
is shared among team members. 

.798    

C4 Problems or errors are openly discussed 
and solutions are shared from 
department to department. 

.905    

C6 Inter-learning practice is common from 
department to department. 

.772    

      
 Organizational Culture  1.530 12.747 .9275 
C8 The organization encourages employees 

to visit or inspect other hotel facilities 
for peer learning. 

.770    

C10 The organization encourages the re-use 
of knowledge to solve problems. 

.749    

C13 The organization encourages learning 
and re-learning. 

.807    

C14 The organization encourages employees 
to take a leading role in the area of their 
own expertise. 

.785    

C15 The organization encourages new ideas 
for product and service innovations. 

.844    

C16 The organization supports employee 
training and development. 

.757    

C17 The organization provides employees 
with opportunities for corrective action 
and improvement (without losing face).

.768    

Total    70.133  
Note: KMO = .884; Bartlett’s Test = 857.372 with significance = .000 

 

(b) The Leadership Domain 

In the leadership domain, a two-factor solution was extracted with 8 items, 

 169



accounting for 73.84% of the variance. Items L1 and L9 explained one component 

and Items L5, L6, L11, L13, L14 and L15 explained the other component. Again, the 

factor analysis process was fine-tuned by performing another factor analysis on these 

8 items. However, a single factor with 8 items was extracted explaining 64.421% of 

the variances, with a KMO of .901. The Barlett’s Test was 565.410 (p = .000) and the 

Cronbach’s alpha of the Leadership factor was .9144. Factor loadings of these 8 items 

are presented in Table 6.10, with all values higher than .50. 

 

Table 6.10: Exploratory Factor Analysis of Leadership Domain 

Item 
No. 

Factor/Item Loading Eigenvalue Variance 
Explained 

(%) 

Reliability 
Alpha 

 Leadership     
L1 The management recognizes the 

importance of knowledge, and does not 
just focus on operational performance. 

.676 5.154 64.421 .9144 

L5 The management supports all activities 
related to KM. 

.846    

L6 The organization has established a 
community of KM practices. 

.745    

L9 The management recognizes customers 
as assets and recognizes their 
importance to the hotel. 

.589    

L11 The management takes responsibility 
for cultivating knowledge sharing and 
re-use of knowledge. 

.768    

L13 The management provides time, 
resources, and support for employees to 
pursue new ideas. 

.919    

L14 The management provides time, 
resources, and support for employees to 
achieve learning goals. 

.904    

L15 The management provides necessary 
resources to promote the development 
of knowledge relating to the 
organization’s core competencies. 

.909    

Note: KMO = .901; Bartlett’s Test = 565.410 with significance = .000 

 

(c) The Technology Domain 

Results from the EFA procedure with a Varimax rotation unveiled one 
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underlying factor explaining 63.837% of the variance. All 11 items were retained. The 

KMO measure of sampling adequacy was of .913. The Barlett’s Test was 867.435 

(p= .000) and the Cronbach’s alpha of the Technology factor was .9423. Factor 

loadings of these 11 items are presented in Table 6.11, with all values higher than .40. 

(d) The Measurement of Performance Domain 

The factor analysis process was performed with one single factor extracted. 

All 10 items were retained, with 71.809% of the variances explained and a KMO 

of .935. The Barlett’s Test was 872.363 (p= .000) and the Cronbach’s alpha of the 

Measurement of Performance factor was .9558. Table 6.12 presents factor loadings of 

these 10 items, with all values higher than .70. 

 171



Table 6.11: Exploratory Factor Analysis of Technology Domain 

Item 
No. 

Factor/Item Loading Eigenvalue Variance 
Explained 

(%) 

Reliability 
Alpha 

 Technology  7.022 63.837 .9423 
T1 The organization utilizes information 

technologies (IT) such as the Internet for 
knowledge search and acquisition. 

.492    

T2 The organization utilizes IT such as the 
Intranet for e-learning and/or cross-
training for knowledge sharing and 
assimilation. 

.809    

T3 The organization utilizes IT such as the 
Intranet for relationship connections to 
enhance the quality of knowledge 
transfer (e.g., discussion forums among 
employees or among chain/franchise 
hotels). 

.793    

T4 The organization has one central IT 
system rather than separated IT systems.

.752    

T5 The organization utilizes video/graphics 
tools (e.g., video taping for training 
purposes or video conferencing) for 
knowledge storage and retrieval. 

.841    

T6 The organization utilizes IT in 
hospitality specific applications (e.g., 
front office systems, reservation 
systems, human resources systems, 
financial and accounting systems, and 
sales and marketing systems) for 
knowledge repository. 

671    

T7 The organization utilizes IT such as data 
mining systems or business intelligence 
systems to generate collective knowledge 
to define and analyze customers’ needs, 
preferences, and styles to meet customer 
expectations. 

.894    

T8 The organization utilizes IT such as 
decision support systems or expert 
systems to help managers explain and 
recognize problems and to make better 
decisions. 

.898    

T9 IT is seen as a means of enhancing 
collaborative efforts among managers 
and employees for problem-solving of 
operational issues. 

.886    

T10 IT is seen as a means of enhancing 
collaborative efforts among managers 
and employees for problem-solving of 
managerial and strategic issues. 

.872    

T11 IT is utilized to minimize barriers of 
geography and time. 

.789    

Note: KMO = .913; Bartlett’s Test = 867.435 with significance = .000 
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Table 6.12: Exploratory Factor Analysis of Measurement of Performance Domain 
Item 
No. 

Factor/Item Loading Eigenvalue Variance 
Explained 

(%) 

Reliability 
Alpha 

 Measurement of Performance     
M1 Employees participate individually or on a 

team basis in knowledge contests held by the 
hotel (e.g., the recognition of most important 
in-house customers; the test of regulations 
on personnel matters). 

.875 .7181 71.809 .9558 

M2 The management observes customers’ verbal 
compliments and uses comment cards as 
references to reward employees with good 
performance. 

.758    

M3 Employee suggestion systems are in place in 
the hotel and adopted ideas are rewarded. 

.856    

M4 The organization assesses the identification, 
acquisition, creation, storing, sharing, and re-
using of knowledge in employee performance 
appraisal. 

.859    

M5 The management uses promotions, training, 
study opportunities, hotel coupons, or other 
forms of recognition to reward employees’ 
contributions to the development of 
organizational knowledge. 

.808    

M6 Employee successes or self-achievements, 
such as winning cooking contests or speech 
invitation from commercial (e.g., 
newspapers, radio and/or TV programs) and 
public sectors (e.g., schools, local 
government, and/or tourism board), are 
systematically collected and recorded as 
evidence of knowledge development. 

.868    

M7 The organization has formalized the process 
of transferring best practices or standard 
operating procedures with documentation 
(e.g., the publication of cookbooks and video-
taping of specific tasks for demonstration or 
on-the-job training). 

.842    

M8 The management uses various benchmarks 
(e.g., “best hotel of the year”, “best market 
share of the year”, or “best KM practice” 
announced by individual property, hotel 
association, tourism board, magazines, 
media, or consultant companies in certain 
district/area) to promote knowledge sharing 
and product and service innovation. 

.869    

M9 The organization uses certain indicators to 
manage knowledge, such as customer loss 
(for customer knowledge), employee training 
expenditures (for human capital), new 
products/services launched and/or value-
added products/services (for innovations), 
productivity and quality improvement, and 
time and/or cost reductions (for process 
improvement). 

.894    

M10 The organization has linked indicators in 
statement M9 to financial performance. 

.837    

Note: KMO = .935; Bartlett’s Test = 872.363 with significance = .000 
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(e) The Communication Domain 

In the domain of Communication, a single factor was also extracted. The 

percentage of variance explained was 68.437%, with a KMO of .910. The Barlett’s 

Test of Sphericity was 692.847 (p = .000). The Crohbach’s alpha of the subscale 

was .9416. Factors loadings of the 10 items were greater than .70 (see Table 6.13). 

 

Table 6.13: Exploratory Factor Analysis of Communication Domain 

Item 
No. 

Factor/Item Loading Eigenvalue Variance 
Explained 

(%) 

Reliability 
Alpha 

 Communication  6.159 68.437 .9416 
CM1 Managers and employees participate in 

the department’s daily operation 
meetings. 

.737    

CM2 Managers and employees participate in 
cross-departmental meetings. 

.789    

CM3 Managers and employees participate in 
annual or bi-annual staff meetings for 
direct communication of managerial or 
strategic issues. 

.866    

CM4 The organization has developed various 
channels for listening and consultations 
(e.g., monthly speak-up meetings, chat 
rooms/forums on Intranet, and informal 
meetings). 

.906    

CM5 The organization has developed one-to-
one mentorship programs to help 
employees learn better and transfer tacit 
knowledge. 

.744    

CM6 Staff newsletters are produced and 
circulated for knowledge sharing. 

.877    

CM7 The use of posters/graphics/bulletin 
boards/videos in backhouse corridors, 
staff changing rooms, staff cafés, or staff 
elevators facilitates knowledge 
assimilation among employees. 

.776    

CM8 The hotel has designated staff such as a 
chief knowledge officer to close 
knowledge gaps. 

.877    

CM9 The hotel has designated staff in each 
department or operating unit to ensure 
that information flows upwards in the 
organization and disseminates among 
employees. 

.855    

Note: KMO = .910; Bartlett’s Test = 692.847 with significance = .000 
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(f) The Relationship Domain 

Seven items were retained with a single factor extracted. The percentage of 

variance explained was 78.437%. The results of the sampling adequacy showed an 

acceptable level of .896. Barlett’s Test of Sphericity was 696.910 (p = .000). The 

Crohbach’s alpha of the relationship scale was .9534. Factor loadings of the 7 items 

are presented in Table 6.14, with all values higher than .80. 

 

Table 6.14: Exploratory Factor Analysis of Relationship Domain 

Item 
No. 

Factor/Item Loading Eigenvalue Variance 
Explained 

(%) 

Reliability 
Alpha 

 Relationship  5.491 78.437 .9534 
R1 The bonds between this organization 

and its employees are strong. 
.882    

R2 The bonds between this organization 
and its customers are strong. 

.922    

R3 The bonds between this organization 
and its business partners, such as 
suppliers, are strong. 

.877    

R4 The organization utilizes their 
employees’ relationship network. 

.866    

R5 The organization utilizes their 
customers’ relationship network. 

.931    

R6 The organization utilizes their business 
partners’ relationship network. 

.898    

R7 The management recognizes the 
importance of relational assets. 

.819    

Note: KMO = .896; Bartlett’s Test = 696.910 with significance = .000 

 

Results from the EFA procedure with a Varimax rotation unveiled 7 underlying 

constructs explaining the implementation of KM strategies in the hotel industry. 

During the factor extraction process, 57 of the 69 KM items were retained in the 

model, with each factor containing 5 to 11 items. These constructs, labeled as learning 

and sharing culture, organizational culture, leadership, technology, measurement of 

performance, communication, and relationship, exhibited satisfactory Cronbach 

reliability scores ranging from .8772 to .9558 (see Tables 6.9 – 6.14). The twelve 
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items eliminated from the EFA procedure are summarized in Table 6.15. 

 

Table 6.15: Knowledge Management Scale Development: Items Eliminated During 

Exploratory Factor Analysis 

Item 
Symbol 

Item 

C5 Intra-learning practice is common among team members. 
 

C7 The organization encourages employees to attend forums, seminars, or 
conferences organized and participated by industry peers, government 
bodies, community, and academia for knowledge acquisition and creative 
inspiration. 
 

C9 The organization encourages employees to find out problems and to 
identify necessary knowledge for solutions. 
 

C11 The organization encourages a climate of openness or speak-up. 
 

C12 The organization encourages a culture of trust. 
 

L2 The management understands the concept of KM. 
 

L3 The management possesses operational knowledge of KM. 
 

L4 The management considers KM to be important for competitiveness. 
 

L7 The management recognizes employees as assets and recognizes their 
importance to the hotel. 
 

L8 The management recognizes organizational structure as an asset and 
recognizes its importance to the hotel. 
 

L10 The management hires knowledgeable people. 
 

L12 The management has distributed the necessary information to staff 
accurately. 

  

To summarize, the derived seven-factor structure appeared to be congruent 

with the six-dimensional conceptual KM strategy implementation framework 

proposed after the two-stage qualitative study, though a domain related to culture was 

diverged into two distinct factors labeled as learning and sharing culture and 

 176



organizational culture, respectively. The divergence of the domain implied that the 

culture aspect in hotels’ KM strategy implementation was better explained by two 

different constructs. 

 

6.2.1.3 Confirmatory Factor Analysis 

 The number of latent variables was specified after conducting the EFA. From 

EFA results, a hypothetical model with seven constructs was proposed. However, 

concerning the complexity of the model and a small sample size to be tested in the 

CFA (N=300), two stages of CFA using LISREL were necessary to assess the fit 

between the model and the observed data and to obtain the best model fit, as 

suggested by Professor Anne-Marie Aish (A.M. Aish, personal communication, 

August 23, 2005) who is an expert in SEM and regularly conducts LISREL 

workshops at the University of Hong Kong. In the first stage, each of the seven 

subscales was examined independently and modified according to modification 

indices suggested by LISREL output. In the second stage, the KM scale was built and 

confirmed by the seven subscales step-by-step starting with two constructs. In other 

words, the first two underlying constructs were examined by performing a CFA. 

Model modifications were made accordingly. A satisfied model fit should have been 

achieved before the third construct was taken into the measurement model. The rest of 

underlying constructs were added one at a time until all seven constructs had been 

tested by CFA. 

After the overall measurement model fit was obtained, a) the 

unidimensionality and construct reliability of each subscale were tested, and b) the 

convergent validity and discriminant validity of each subscale were examined. Due to 

the chi-square’s sensitivity to sample size, an unacceptable chi-square value would not 
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necessarily be problematic if other fit indices were adequate. In the present study, six 

supplementary fit indices – chi-square statistic, chi-square divided by degree of 

freedom, RMSEA, GFI, AGFI, and CFI – were examined to provide a holistic view of 

the fit of the model. These indices are explained as follows: 

Chi-square Statistic: The chi-square value is an inferential statistical 

evaluation of the goodness-of-fit of the model to the sample data. Based on the 

significance level of .05, a non-significant chi-square goodness-of-fit measure is 

desired. A non-significant chi-square statistic indicates that the fit of the model to the 

sample data does not differ significantly from the population as a whole (Hair et al., 

2002). However, a significant chi-square could be accepted, if other fit indices were 

shown to be better than the acceptable value. 

Chi-square Divided by Degree of Freedom: The chi-square value can also 

be estimated based on the likelihood ratio of the chi-square to the degree of freedom. 

The acceptable ratio is approximately 3:1 (Jöreskog & Sörbom, 1989; Marsh et al., 

1988). A large value of chi-square ratio indicates a poor fit of the model to the data; 

hence, a small value indicates a good fit. 

RMSEA: The root mean square error of approximation (RMSEA) is a 

measure of approximate fit in the population and is thus concerned with the 

discrepancy due to approximation (Aish, 2004). In other words, it is a test questioning 

“how well would the model, with unknown but optimally chosen parameter values, fit 

the population covariance matrix if it were available?” (Browne & Cudeck, 1993, p. 

137-138). RMSEA values less than .05 indicate a good fit, and values as high as .08 

represent reasonable errors of approximation in the population (Byrne, 1998). 

RMSEA values ranging from .08 to .10 indicate mediocre fit, and those greater 

than .10, a poor fit (MacCallum, Browne, & Sugawara, 1996). 
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GFI: The goodness-of-fit index (GFI) is a measure of the relative amount of 

variance and covariance in the sample data that is jointly explained by the sample data 

(Byrne, 1998). GFI shows how closely the model comes to perfectly reproducing the 

observed covariance matrix (Byrne, 1998). In other words, GFI indicates how much 

better a model is compared to no model at all (Aish, 2004). It is generally 

recommended as the most reliable measure of absolute fit in most circumstances 

(Diamantopoulos & Siguaw, 2000). GFI values range from zero to 1.00; higher values 

indicate a better fit (Aish, 2004). A value of .95 is indicative of a good fit relative to 

no model at all (Aish, 2004). A value of larger than .90 is an acceptable fit (Aish, 2004; 

Diamantopoulos & Siguaw, 2000; Hair et al., 2002). 

AGFI: The adjusted goodness-of-fit index (AGFI) differs from the GFI only 

in the fact that it adjusts for the model’s number of degrees of freedom relative to the 

number of observed variables (Aish, 2004; Bryne, 1998). AGFI adjusts for a bias 

resulting from model complexity and rewards less complex models. A value of .90 of 

AGFI indicates a good fit and a value of .85 shows an acceptable fit (Aish, 2004). 

CFI: Although Bentler and Bonett’s (1980) normed fit index (NFI) has been 

the practical criterion of choice (Byrne, 1998), Bentler (1990) further revised the NFI 

to take sample size into account and proposed the comparative fit index (CFI). The 

CFI compares the fit of two different models for the same data. CFI is classified as 

incremental index of fit (Byrne, 1998) because it estimates how much better the target 

model is than the baseline model (Bentler, 1992). “Incremental indices of fit are based 

on a comparison of the hypothesized model against some standard…this standard 

represents a baseline model (typically the independence or null model)” (Byrne, 1998, 

p. 116). Values for CFI range from zero (bad fit) to 1.00 (perfect fit) (Aish, 2004; 

Byrne, 1998). CFI values of .97 or higher are indicative of a good fit; a value larger 
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than .95 is an acceptable fit (Aish, 2004). 

(a) Stage One 

Each of the seven KM components were examined independently by CFA in 

order to refine the quality of each subscale measuring KM. The initial results 

indicated that factor structures for both Learning and Sharing Culture and 

Organizational Culture were acceptable (see Table 6.16 and Table 6.17). Due to the 

poor model fit of the other five initial subscales, each subscale was modified 

according to the modification indices from the LISREL output. The modification 

index is an estimate or prediction of the decrease in chi-square that will be obtained if 

that particular path is introduced in the model (Jöreskog & Sörbom, 1993). The model 

was modified to fit the data better according to the modification indices listed in the 

LISREL reports and only when the modification made sense substantively (Aish, 

2004). Thus, on the basis of the inspection of modification indices, each fixed 

parameter was modified one by one (A.M. Aish, personal communication, August 29, 

2005). Any item that was suggested to be cross-loaded on more than one item was 

eliminated from the analysis. Such a strategy was taken to avoid too many cross-

loading items within the same construct. Table 6.16 to Table 6.22 show the results of 

the initial models and revised models of the other five KM subscales. 

 

Table 6.16: Fit Indices of the KM Subscale: Learning and Sharing Culture 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

17.50 5 3.50 .00364 .0091 .97 .92  .98 

a The initial model contained 5 indicators, including items C1, C2, C3, C4, and C6. 
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Table 6.17: Fit Indices of the KM Subscale: Organizational Culture 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

17.33 14 1.24 .23920 .028 .97 .95  1.00 

a The initial model contained 7 indicators, including items C8, C10, C13, C14, C15, C16 and C17. 

 

Table 6.18: Fit Indices of the KM Subscale: Leadership 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

94.13 20 4.71 .00000 .111 .91 .83   .97 

Revised 
Modelb

11.27   9 1.25 .25736  .029 .98 .96 1.00 

a The initial model contained 8 indicators, including items L1, L5, L6, L9, L11, L13, L14, and L15. 
b The final model contained 6 indicators, including items L1, L6, L9, L11, L13, and L15. 
 

Table 6.19: Fit Indices of the KM Subscale: Technology 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

312.72 44 7.11 .00000 .143 .76 .63   .93 

Revised 
Modelb

    3.18   5   .64 .67283  .000 .99 .98 1.00 

a The initial model contained 11 indicators, including items T1 to T11. 
b The final model contained 5 indicators, including items T1, T3, T5, T7, and T9. 
 

Table 6.20: Fit Indices of the KM Subscale: Measurement of Performance 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

198.64 35 5.68 .00000 .125 .80 .69  .96 

Revised 
Modelb

    7.47   9   .83 .58818  .000 .98 .96 1.00 

a The initial model contained 10 indicators, including items M1 to M10. 
b The final model contained 6 indicators, including items M1 M2, M3, M4, M5, and M6. 
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Table 6.21: Fit Indices of the KM Subscale: Communication 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

85.48 27 3.17 .00000 .085 .88 .81  .96 

Revised 
Modelb

  7.35   5 1.47 .19565  .040 .98 .95 .99 

a The initial model contained 9 indicators, including items CM1 to CM9. 
b The final model contained 5 indicators, including items CM2, CM4, CM5, CM6, and CM7. 
 

Table 6.22: Fit Indices of the KM Subscale: Relationship 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Initial 
Modela

 

71.58 14 5.11 .00000 .117 .88 .77  .97 

Revised 
Modelb

  1.17   2   .59 .55573  .000 1.00 .98 1.00 

a The initial model contained 7 indicators, including items R1 to R7. 
b The final model contained 4 indicators, including items R4, R5, R6, and R7. 
 

(b) Stage Two 

In the second stage of CFA, a number of CFA was conducted in sequence. Two 

underlying constructs, Learning and Sharing Culture and Organizational Culture, 

were firstly investigated by performing a CFA. When a model fit with the first two 

constructs was achieved, the third underlying construct, Leadership, was then added 

to the model and investigated together with the previous two underlying constructs. 

Necessary modifications were made accordingly. Again, the fourth construct, 

Technology, was taken into the model for a CFA when the model fit with the previous 

three constructs was achieved. The same procedure was applied to the remaining 

underlying constructs in order to obtain a better model fit. 

Thirty-eight items were retained after the first stage of CFA reported earlier. 

Two criteria, a) missing path, and b) cross-loading, were used in the second stage of 

CFA to determine item deletion. First, the modification indices suggested items 

 182



associated with paths that were missing in the path diagram. Because all indicators 

should only load on one construct, indicators loaded on more than one construct were 

deleted (Chen & Hsu, 2001). Second, the modification indices also suggested that an 

error covariance between indicators should be added to achieve a decrease in chi-

square values (Jöreskog & Sörbom, 1993). Cross-loading items could imply that they 

share an additional common factor (A.M. Aish, personal communication, August 23, 

2005). In order not to create extra confusion, any item cross-loaded with items from 

the same construct was deleted. As a result, fourteen items, including C1, C6, C8, C10, 

C17, L6, L9, L13, T1, T9, M1, CM6, CM7, and R7, were deleted during the second 

stage of CFA. 

Goodness-of-fit indices for the re-specified measurement model are presented 

in Table 6.23. Twenty-four items were retained after the second stage of CFA. The 

finalized model produced good fitting indices. In addition to the finding that t-values 

for the coefficients of the standard factor loadings were not significant (p > .05), all 

other model fit indices provided evidence of good model fit.  The chi-square ratio was 

1.11, RMSEA was .019, GFI reached .91, AGFI exceeded .85, and CFI had a good fit 

of .99. The results indicated that the revised measurement model had a reasonable fit 

to the data. Therefore, the 7-factor measurement model with 24 items was tentatively 

accepted as the study’s final measurement model. 

 

Table 6.23: Fit Indices of the Finalized KM Measurement Model 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
         
Finalized 
Model a

255.81   231   1.11 .12586  .019 .91 .88 .99 

a The finalized model contained 24 indicators in 7 constructs, including items C2, C3, C4, C13, C14, 
C15, C16, L1, L11, L15, T3, T5, T7, M2, M3, M4, M5, M6, CM2, CM4, CM5, R4, R5, and R6. 
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Although the evidence has shown that the data fit the model, those indices did 

not communicate the quality of the model (Jöreskog & Sörbom, 1993). Therefore, 

individual parameters from the final measurement model were examined to assess the 

quality of the model. Parameter measurement estimates of the model are provided in 

Table 6.24. All indicators had factor loadings higher than .70. The t values associated 

with each of the loadings exceeded the critical value of 3.29 for the .001 significance 

level. Therefore, all indicators were significantly related to their specified constructs, 

verifying the stated relationships among indicators and constructs. 

 

Table 6.24: Quality of the Finalized CFA Model of KM Strategy Implementation 

Item 
No. 

Construct and Indicator Standardized 
Loading 

t valuea

 Learning and Sharing Culture (LC)   
C2 Employees like to help each other with tasks, even if they are 

in different departments. 
.83 16.29 

C3 Problems or errors are openly discussed and necessary 
knowledge for solutions is shared among team members. 

.81 15.60 

C4 Problems or errors are openly discussed and solutions are 
shared from department to department. 

.82 16.55 

    
 Organizational Culture (OC)   
C13 The organization encourages learning and re-learning. .90 17.71 
C14 The organization encourages employees to take a leading role 

in the area of their own expertise. 
.77 13.88 

C15 The organization encourages new ideas for product and service 
innovations. 

.88 15.82 

C16 The organization supports employee training and 
development. 

.88 16.91 

    
 Leadership  (L)   
L1 The management recognizes the importance of knowledge, 

and does not just focus on operational performance. 
.73 12.85 

L11 The management takes responsibility for cultivating 
knowledge sharing and re-use of knowledge. 

.79 13.60 

L15 The management provides necessary resources to promote the 
development of knowledge relating to the organization’s core 
competencies. 

.89 18.70 

    
 Technology (T)   
T3 The organization utilizes IT such as the Intranet for 

relationship connections to enhance the quality of knowledge 
transfer (e.g., discussion forums among employees or among 
chain/franchise hotels). 

.78 17.75 

T5 The organization utilizes video/graphics tools (e.g., video 
taping for training purposes or video conferencing) for 
knowledge storage and retrieval. 

.88 21.50 
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T7 The organization utilizes IT such as data mining systems or 
business intelligence systems to generate collective knowledge 
to define and analyze customers’ needs, preferences, and styles 
to meet customer expectations. 

.86 20.30 

    
 Measurement of Performance (M)   
M2 The management observes customers’ verbal compliments and 

uses comment cards as references to reward employees with 
good performance. 

.80 14.19 

M3 Employee suggestion systems are in place in the hotel and 
adopted ideas are rewarded. 

.88 19.86 

M4 The organization assesses the identification, acquisition, 
creation, storing, sharing, and re-using of knowledge in 
employee performance appraisal. 

.90 20.33 

M5 The management uses promotions, training, study opportunities, 
hotel coupons, or other forms of recognition to reward 
employees’ contributions to the development of organizational 
knowledge. 

.88 19.61 

M6 Employee successes or self-achievements, such as winning 
cooking contests or speech invitation from commercial (e.g., 
newspapers, radio and/or TV programs) and public sectors 
(e.g., schools, local government, and/or tourism board), are 
systematically collected and recorded as evidence of 
knowledge development. 

.89 20.65 

    
 Communication (CM)   
CM2 Managers and employees participate in cross-departmental 

meetings. 
.77 16.13 

CM4 The organization has developed various channels for listening 
and consultations (e.g., monthly speak-up meetings, chat 
rooms/forums on Intranet, and informal meetings). 

.88 20.39 

CM5 The organization has developed one-to-one mentorship 
programs to help employees learn better and transfer tacit 
knowledge. 

.76 15.00 

    
 Relationship (R)   
R4 The organization utilizes employees’ relationship network. .90 19.26 
R5 The organization utilizes customers’ relationship network. .89 19.43 
R6 The organization utilizes business partners’ relationship 

network. 
.85 17.70 

a  All t tests were significant at p < .001 

  

As a result, a seven-factor measurement model on the implementation of KM 

strategies in hotels was established (see Appendix 6A). Each construct was measured 

by multiple indicators. Titles of seven constructs reflected the contents and meanings 

of the indicators retained. The seven constructs were learning and sharing culture 

(LC), organizational culture (OC), leadership (L), technology (T), measurement of 

performance (M), communication (CM), and relationship (R). However, due to the 

model modification procedures during the two stages of CFA in which 33 observed 
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variables were eliminated, the final measurement model had fewer indicator variables 

than those of the hypothetical model derived from the EFA. Table 6.25 summarizes 

the development of the KM instrument. 

 

Table 6.25: Development of KM Instrument 

Research Procedure Purpose # of Domains # of Items
Literature Review 
 

Domain Specification 4 -- 
 

Focus Group 
Discussion 
 

Item Generation 6 64 

Expert Review 
 

Content Validity Check 6 69 

Pilot Test 
 

Content Validity Check 6 69 

Exploratory Factor 
Analysis 
 

Underlying Dimension 
Identification 

7 57 

Confirmatory Factor 
Analysis (First Stage) 

Relationship Assessment 
between the individual 
latent variable and its 
indicators 
 

7 38 

Confirmatory Factor 
Analysis (Second 
Stage) 

Overall Model Fit 
Assessment 

7 24 

 

6.2.1.4 Unidimensionality and Reliability 

 The reliability of the KM scale was assessed through various tests. Three types 

of reliability measures – indicator reliability, composite reliability, and the estimated 

percentage of variance extracted by each construct – were reviewed. 

Unidimensionality tests were performed by composite reliability and variance 

extracted on all multiple-indicator constructs before assessing their overall reliability. 

The reliability of an indicator variable is the square of the correlation between a latent 

factor and that indicator. The R-square values are indicator reliabilities which indicate 

the percentage of variance in the indicator that is explained by the common factor that 
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is supposed to be measured (Hatcher, 1994). A composite reliability index for each 

latent factor was calculated to measure the internal consistency of the indicators 

measuring a given factor (Hatcher, 1994). This procedure is similar to the use of 

Cronbach’s alpha for measuring the scale reliability of multiple items in a scale. Since 

LISREL does not provide the statistics of composite reliability and estimated 

percentage of variance extracted; these were calculated using equations suggested by 

Hair et al. (2002). A value of higher than .70 is acceptable for a composite reliability 

(Hatcher, 1994). The variance-extracted estimate measures the amount of the variance 

that is captured by a factor. The desirable level of variance captured is 50% or higher 

(Fornell & Larcker, 1981a). 

Reliabilities of the KM strategy implementation are listed in Table 6.26. All 

indicators had reliabilities from .53 to .81. The seven constructs explained at least 

63% of the variance for all indicator variables. Results of composite reliability 

(from .847 to .940) and variance extracted estimate test ascertained that these two 

reliability measures exceeded acceptable levels. Therefore, the overall reliability of 

the KM measurement scale was satisfactory. 
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Table 6.26: Reliabilities of KM Strategy Implementation Scale 

Item 
No. 

Construct and Indicator Composite 
and Indicator 

Reliability 

Variance 
Extracted 
Estimate

 Learning and Sharing Culture (LC) .860 a .672 
C2 Employees like to help each other with tasks, even if they are 

in different departments. 
.68  

C3 
 

Problems or errors are openly discussed and necessary 
knowledge for solutions is shared among team members. 

.65  

C4 Problems or errors are openly discussed and solutions are 
shared from department to department. 

.67  

    
 Organizational Culture (OC) .918 a .738 
C13 The organization encourages learning and re-learning. .81  
C14 The organization encourages employees to take a leading role 

in the area of their own expertise. 
.59  

C15 The organization encourages new ideas for product and 
service innovations. 

.77  

C16 The organization supports employee training and 
development. 

.77  

    
 Leadership (L) .847 a .650 
L1 The management recognizes the importance of knowledge, 

and does not just focus on operational performance. 
.53  

L11 The management takes responsibility to cultivate knowledge 
sharing and re-use of knowledge. 

.62  

L15 The management provides necessary resources to promote the 
development of knowledge relating to the organization’s core 
competencies. 

.79  

    
 Technology (T) .879 a .707 
T3 The organization utilizes IT such as the Intranet for 

relationship connections to enhance the quality of knowledge 
transfer (e.g., discussion forums among employees or among 
chain/franchise hotels). 

.60  

T5 The organization utilizes video/graphics tools (e.g., video 
taping for training purposes or video conferencing) for 
knowledge storage and retrieval. 

.78  

T7 The organization utilizes IT such as data mining systems or 
business intelligence systems to generate collective knowledge 
to define and analyze customers’ needs, preferences, and styles 
to meet customer expectations. 

.74  

    
 Measurement of Performance (M) .940 a .758 
M2 The management observes customers’ verbal compliments and 

uses comment cards as references to reward employees with 
good performance. 

.63  

M3 Employee suggestion systems are in place in the hotel and 
adopted ideas are rewarded. 

.77  

M4 The organization assesses the identification, acquisition, 
creation, storing, sharing, and re-using of knowledge in 
employee performance appraisal. 

.80  

M5 The management uses promotions, training, study 
opportunities, hotel coupons, or other forms of recognition to 
reward employees’ contributions to the development of 
organizational knowledge. 

.77  

M6 Employee successes or self-achievements, such as winning 
cooking contests or speech invitation from commercial (e.g., 
newspapers, radio and/or TV programs) and public sectors 

.79  
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(e.g., schools, local government, and/or tourism board), are 
systematically collected and recorded as evidence of 
knowledge development. 

    
 Communication (CM) .840 a .637 
CM2 Managers and employees participate in cross-departmental 

meetings. 
.59  

CM4 The organization has developed various channels for listening 
and consultations (e.g., monthly speak-up meetings, chat 
rooms/forums on Intranet, and informal meetings). 

.73  

CM5 The organization has developed one-to-one mentorship 
programs to help employees learn better and transfer tacit 
knowledge. 

.58  

    
 Relationship (R) .912 a .775 
R4 The organization utilizes employees’ relationship network .81  
R5 The organization utilizes customers’ relationship network. .79  
R6 The organization utilizes business partners’ relationship 

network. 
.73  

a  Composite reliability 

 

6.2.1.5 Convergent Validity and Discriminant Validity 

 The test of construct validity is important to stabilize the scale dimensionality 

while conducting scale development (DeVellis, 1991). The construct validity was 

disclosed through the tests of convergent validity and discriminant validity. Evidence 

of the convergent validity of the measure is provided by the extent to which it 

correlates highly with other measures designed to measure the same construct 

(Churchill, 1979). Convergent validity is examined by reviewing the t tests for the 

factor loadings (Gerbing & Anderson, 1988).  “If all factor loadings for the indicators 

measuring the same construct are statistically significant (greater than twice their 

standard errors) this is viewed as evidence supporting the convergent validity of those 

indicators” (Hatcher, 1994, p. 79). In the present model testing, all t tests were 

significant (p < .001) providing evidence to support the convergent validity of the 

indicators (also see Table 6.24). 

 Discriminant validity is “the extent to which the measure is indeed novel and 

not simply a reflection of some other variable” (Churchill, 1979, p. 70). As Campbell 
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and Fiske (1959) persuasively argued, “tests can be invalidated by too high 

correlations with other tests from which they were intended to differ” (p. 81). That is, 

scales that correlate too highly may be measuring the same rather than a different 

construct (Churchill, 1979). Discriminant validity is indicated by “predictably low 

correlations between the measure of interest and other measures that are supposedly 

not measuring the same variable or concept” (Heeler & Ray, 1972, p. 362). 

Discriminant validity for the latent factors is assessed by performing confidence 

interval tests. The confidence interval is calculated by adding or subtracting two 

standard errors around the correlation between two factors. If this confidence interval 

includes the value of 1.00, then it is very likely that, for the actual population, the two 

factors are perfectly correlated (Hatcher, 1994). In the present model testing, none of 

the confidence intervals approached 1.00, demonstrating the discriminant validity of 

the seven constructs used in the KM scale (see Table 6.27). 

 

Table 6.27: Confidence Interval Tests for Discriminant Validity – The KM Scalea

Factor LC OC L T M CM R

LC        

OC (.67, .83)***       

L (.72, .88)*** (.81, .93)***      

T (.58, .74)*** (.57, .73)*** (.66, .82)***     

M (.67, .83)*** (.72, .84)*** (.82, .90)*** (.70, .82)***    

CM (.61, .81)*** (.59, .75)*** (.70, .86)*** (.71, .87)*** (.81, .93)***   

R (.53, .73)*** (.58, .78)*** (.61, .81)*** (.55, .71)*** (.69, .85)*** (.70, .86)***  
***Indicated t test was significant at p <.001 
aSeven constructs were learning and sharing culture (LC), organizational culture (OC), 
leadership (L), technology (T), measurement of performance (M), communication 
(CM), and relationship (R). 
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Based on the statistical analyses, a final scale of 24 items assessing the 

implementation of KM strategies was presented to better explain and understand the 

complex issue of KM strategy implementation in the hotel industry. Seven dimensions 

identified in the KM construct were 1) learning and sharing culture, 2) organizational 

culture, 3) leadership, 4) technology, 5) measurement of performance, 6) 

communication, and 7) relationship. Results of this quantitative study provided a 

clearer idea of the construct’s domains and enabled the researcher to offer a precise 

and practical explanation of the KM strategy implementation in the hotel industry 

with validity and reliability support. 

 

6.3 Re-validation of the MARKOR Scale 

Since the MARKOR scale had not been tested in a hotel setting, the purpose of 

scale re-validation was to examine the applicability of MARKOR scale within a hotel 

context. 

 

6.3.1 Preliminary Analysis 

 The Cronbach reliability tests were conducted to evaluate the reliability of the 

modified MARKOR scale. The coefficient alpha and item-total correlations for 

market intelligence generation (6 items), market intelligence dissemination (5 items), 

and responsiveness to market intelligence (9 items) are shown in Tables 6.28. All 20 

items had higher than .70 corrected item-to-total correlation. The alpha score for each 

subscale was between .9271 and .9580; and no item, if deleted from the scale, could 

significantly improve the subscale reliability. These findings provided an initial 

indication that the MARKOR scale developed by Kohli et al. (1993) and modified to 

fit into the hotel context was a reliable instrument. In other words, the three subscales, 
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designed to measure hotels’ capabilities of MO, had a high internal consistency. 

 

Table 6.28: Corrected Item-Total Correlation and Coefficient Alpha of the Modified 
MARKOR Scale 
 

Item 
No. 

Items Corrected 
Item-Total 
Correlation 

Alpha if 
Item 

Deleted
 Intelligence Generation (α = 0.9408)   
MG1 In the hotel, the management meets with customers at least 

once a year (e.g., inviting major clients for a year-end cocktail 
party) to find out what products or services they will need in 
the future. 

.7195 .9433 

MG2 The hotel does a lot of in-house market research. .8345 .9282 
MG3 The hotel is fast to detect changes in customers’ product 

preferences. 
.8603 .9255 

MG4 The hotel polls end users at least once a year to access the 
quality of products and services. 

.8352 .9281 

MG5 The hotel is fast to detect fundamental shifts in the industry 
(e.g., competition, technology, regulations). 

.8586 .9256 

MG6 The hotel frequently reviews the likely effect of changes in the 
business environment (e.g., new regulations) on customers. 

.8382 .9279 

    
 Intelligence Dissemination (α = 0.9271)   
MD1 The hotel has interdepartmental meetings at least once a 

quarter to discuss market trends and developments. 
.7445 .9226 

MD2 Information on customer satisfaction is disseminated at all 
levels in the hotel on a regular basis. 

.7937 .9141 

MD3 When one department finds out something important about its 
competitors, it is fast to alert other departments. 

.8298 .9063 

MD4 When something important happens to a major customer 
market, the hotel knows about it within a short time period. 

.8289 .9065 

MD5 Marketing personnel in the hotel spend time discussing 
customers’ future needs with other departments. 

.8547 .9026 

    
 Responsiveness to Market Intelligence (α = 0.9580)   
MR1 The hotel is fast in deciding how to respond to competitors’ 

price changes. 
.7985 .9544 

MR2 The hotel reacts quickly to changes in customers’ product or 
service needs. 

.8836 .9502 

MR3 The hotel constantly reviews product development efforts to 
ensure that they are in line with what customers want. 

.8634 .9512 

MR4 Several departments get together periodically to plan a 
response to changes taking place in the business environment. 

.8507 .9518 

MR5 If any competitor were to launch an intensive campaign 
targeted at your customers, the hotel would implement a 
response immediately. 

..8270 .9530 

MR6 
 

The activities of different departments in the hotel are well 
coordinated. 

.8079 .9539 

MR7 The positive resolution of customer complaints is a top priority 
in the hotel. 

.7431 .9569 

MR8 If the management came up with a great marketing plan, they 
probably would be able to implement it in a timely fashion. 

.8276 .9530 

MR9 When employees find that customers would like the hotel to 
modify a product or service, the departments involved make 
concerted efforts to do so. 

.8387 .9524 
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6.3.2 Confirmatory Factor Analysis 

 Regarding CFA, the strategy taken for the re-validation of an existing MO 

scale in the hotel context was different from the development of the KM scale. The 

20-item MARKOR scale developed by Kohli et al. (1993) was not a complex model. 

Since some of the respondents’ corresponding hotels contained missing performance 

indicators in 2002 and/or 2003, they were not qualified to be tested in the structural 

models at a later stage. Thus, the original sample of 396 respondents was not used to 

perform CFA. The same 300 cases were used as in the KM scale development earlier. 

Also, the sample set for the re-validation of the modified MARKOR scale was drawn 

from the sample set to be used in the SEM tests later. With enough sample size 

(N=300) to be tested on the 20 indicators, the factor structures of three defined 

domains of MO construct were examined by CFA. In the first CFA procedure, the 

hypothetical model labeled as Model A (the initial model) showed to be unacceptable 

(χ2 = 318.44, df=167, p=.00000, GFI=.84, AGFI=.79) although chi-square ratio (<3), 

RMSEA (<.1), and CFI (>.95) were acceptable (see Table 6.29). 

All 20 items in the initial model had factor loadings higher than .70 

(Steenkamp & van Trijp, 1991). All coefficients were significant, indicating the 

indicators were good measures of the underlying latent factors. However, the 

modification indices suggested that several indicators could improve the model fit if 

they could also be related to the indicators from the same domain and/or other 

domains. Of the 20 items, seven from three domains were related to MG2, the 

variable “The hotel does a lot of in-house market research”, as a measure of market 

intelligence generation. Given that MG2 was stated from a general and broad base, it 

was not surprising that the modification indices suggested that an error covariance 

between MG2 and the other seven indicators be added. Thus, MG2 was the first 
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indicator to be eliminated from the measurement model. 

Table 6.29: Fit Indices of the MO Measurement Model 

Model χ2 d.f. χ2 /d.f. P value RMSEA GFI AGFI CFI 
Model Aa

 
318.44 167 1.91 .00000 .055 .84 

 
.79  .98 

Model Bb

 
256.75 149 1.72 .00000 .049 .86 .82  .99 

Model Cc

 
210.30 132 1.59 .00002 .045 .87 .84  .99 

Model Dd

 
158.89 116 1.37 .00507 .035 .89 .86  .99 

Model Ee 118.61 101 1.17 .11131  .024 .92 .89 0.99 
         
Model Ff 100.76 87 1.16 .14856  .023 .92 .89 0.99 

a Model A was the initial model, which had 20 indicators in three constructs. 
b Model B contained 19 indicators in three constructs, in which MG2 was deleted. 
c Model C contained 18 indicators in three constructs, in which MG2 and MD1 were eliminated. 
d Model D contained 17 indicators in three constructs, in which MG2, MD1, and MR1 were removed. 
e Model E contained 16 indicators in three constructs. MG2, MD1, MR1, and MR9 were excluded. 
f Model F contained the finalized 15 indicators in three constructs. MG6 was further eliminated from 

Model E to form Model F. 
 

Model B represented the re-specified measurement model after deleting MG2. 

Although chi-square and GFI values in Model B had improved, it was still not an 

acceptable model (also see Table 6.29). The modification indices were reviewed again 

and a number of CFA was conducted based on the cross-loading criteria. For instance, 

other than the deletion of MG2, four variables were also gradually eliminated from 

the measurement model, including a) MD1: “The hotel has interdepartmental 

meetings at least once a quarter to discuss market trends and developments”, 

measuring market intelligence dissemination; b) MR1: “The hotel is fast in deciding 

how to respond to competitors’ price changes”, measuring responsiveness of market 

intelligence; c) MR9: “When employees find that customers would like the hotel to 

modify a product or service, the departments involved make concerted efforts to do 

so”; and d) MG6: “The hotel frequently reviews the likely effect of changes in the 

business environment”. A good model fit was finally achieved after these 
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modifications.  Goodness-of-fit indices for the five revised measurement models 

(Models B, C, D, E, and F) are also reported in Table 6.29. The final measurement 

model is presented in Appendix 6B. 

The final model, Model F, produced good fitting indices. Besides the fact that 

the t values for the coefficients of the standard factor loadings were insignificant (p 

>.05), all other model fit indices also provided evidence of good model fit. Chi-square 

values improved to 100.76 (from 318.44 in the initial model), RMSEA improved 

to .023, GFI exceeded .90, AGFI reached .89, and CFI had a good fit of 0.99. The 

results indicated that the revised MO measurement model had a good fit to the data. 

 Quality of the final MO measurement model was then assessed (see Table 

6.30). The t value associated with each of the loadings exceeded the critical value of 

3.29 for the .001 significance level. Therefore, all indicators were significantly related 

to their specified constructs, verifying the stated relationships among indicators and 

constructs.
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Table 6.30: Quality of the Final CFA Model of Market Orientation Capabilities 

Item 
No. 

Construct and Indicator Standardized 
Loading 

T valuea

 Intelligence Generation (α = .9059)   
MG1 In the hotel, the management meets with customers at least 

once a year (e.g., inviting major clients for a year-end cocktail 
party) to find out what products or services they will need in 
the future. 

.72 12.82 

MG3 The hotel is fast to detect changes in customers’ product 
preferences. 

.90 19.56 

MG4 The hotel polls end users at least once a year to asses the 
quality of products and services. 

.86 19.07 

MG5 The hotel is fast to detect fundamental shifts in the industry 
(e.g., competition, technology, regulation). 

.90 19.26 

    
 Intelligence Dissemination (α = .9226)   
MD2 Information on customer satisfaction is disseminated at all 

levels in the hotel on a regular basis. 
.81 18.73 

MD3 When one department finds out something important about its 
competitors, it is fast to alert other departments. 

.88 20.77 

MD4 When something important happens to a major customer 
market, the hotel knows about it within a short time period. 

.88 18.64 

MD5 Marketing personnel in the hotel spend time discussing 
customers’ future needs with other departments. 

.91 20.27 

    
 Responsiveness to Market Intelligence (α = .9470)   
MR2 The hotel reacts quickly to changes in customers’ product or 

service needs. 
.91 20.32 

MR3 The hotel constantly reviews product development efforts to 
ensure that they are in line with what customers want. 

.90 20.66 

MR4 Several departments get together periodically to plan a 
response to changes taking place in the business environment.

.87 17.49 

MR5 If any competitor were to launch an intensive campaign 
targeted at your customers, the hotel would implement a 
response immediately. 

.86 16.31 

MR6 The activities of different departments in the hotel are well 
coordinated. 

.82 16.72 

MR7 The positive resolution of customer complaints is a top 
priority in the hotel. 

.74 12.53 

MR8 If the management came up with a great marketing plan, they 
probably would be able to implement it in a timely fashion. 

.82 16.67 

a  All t tests were significant at p < .001 

 

6.3.3 Unidimensionality and Reliability 

Reliabilities of the modified MARKOR scale are listed in Table 6.31. All 

indicators had reliabilities from .51 to .83. Results also showed very high composite 

reliabilities (from .911 to .947) and variance extracted estimate test ascertained that 

these two reliability measures exceeded the acceptable levels of 60.0% (Hair et al., 
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2002), from 71.8% to 75.8%. Thus, the overall reliability of the MO measurement 

scale is satisfactory. 

 

Table 6.31: Reliabilities of the MARKOR Scale 

Item 
No. 

Construct and Indicator Composite 
and Indicator 

Reliability 

Variance 
Extracted 
Estimate

 Market Intelligence Generation .911 a .720 
MG1 In the hotel, the management meets with customers at least 

once a year (e.g., inviting major clients for a year-end cocktail 
party) to find out what products or services they will need in 
the future. 

.51  

MG3 The hotel is fast to detect changes in customers’ product 
preferences. 

.81  

MG4 The hotel polls end users at least once a year to asses the 
quality of products and services. 

.74  

MG5 The hotel is fast to detect fundamental shifts in the industry 
(e.g., competition, technology, regulations). 

.82  

    
 Market Intelligence Dissemination .926 a 758 
MD2 Marketing personnel in the hotel spend time discussing 

customers’ future needs with other departments. 
.65  

MD3 When something important happens to a major customer 
market, the hotel knows about it within a short time period. 

.77  

MD4 Information on customer satisfaction is disseminated at all 
levels in the hotel on a regular basis. 

.77  

MD5 When one department finds out something important about  its 
competitors, it is fast to alert other departments. 

.83  

    
 Responsiveness to Market Intelligence .947 a .718 
MR2 The hotel reacts quickly to changes in customers’ product or 

service needs. 
.82  

MR3 The hotel constantly reviews product development efforts to 
ensure that they are in line with what customers want. 

.81  

MR4 Several departments get together periodically to plan a 
response to changes taking place in the business environment. 

.76  

MR5 If any competitor were to launch an intensive campaign 
targeted at your customers, the hotel would implement a 
response immediately. 

.73  

MR6 The activities of different departments in the hotel are well 
coordinated. 

.68  

MR7 The positive resolution of customer complaints is a top 
priority in the hotel. 

.55  

MR8 If the management came up with a great marketing plan, they 
probably would be able to implement it in a timely fashion. 

.68  

a  Composite reliability 
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6.3.4 Convergent Validity and Discriminant Validity 

 In the MO model testing, all t tests were significant (p < .001) providing 

evidence to support the convergent validity of the indicators for each construct (also 

see Table 6.30). However, the correlation coefficients between any two of the three 

constructs were high (from .92 to .94). If two constructs are highly correlated, there is 

a reason to question whether they are measuring two different concepts (Chen & Hsu, 

2001). Evidence of discriminant validity was needed. To test the discriminant validity, 

the latent factors were assessed by performing confidence interval tests. Results are 

presented in Table 6.32. None of the confidence intervals included the value of 1.00 

and such results demonstrated the discriminant validity of three constructs used in the 

MO scale. As a result, the finalized 15-item MARKOR scale measuring MO 

capabilities in the hotels was re-validated. 

 

Table 6.32: Confidence Interval Tests for Discriminant Validity – The Modified 

MARKOR Scale 

 Market Intelligence 
Generation 

Market Intelligence 
Dissemination 

Responsiveness of 
Market Intelligence

Market Intelligence 
Generation 

   

    
Market Intelligence 
Dissemination 

(.8808, .9592)***   

    
Responsiveness of 
Market Intelligence

(.9008, .9792)*** (.9004, .9396)***  

***Indicated t test was significant at p <.001 
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6.4 Knowledge Management, Market Orientation, and Hotel Performance 

6.4.1 Descriptive Statistics of Measurement Constructs 

 In order to understand how KM strategies were implemented in hotels, as well 

as to understand their MO capabilities and business performance, analyses of 

individual statements were carried out. The results showed that respondents were 

quite positive about their KM strategy implementation and MO capabilities. The 

subjective evaluation of four performance components was generally positive; 

however, two objective performance evaluations revealed a wide range of hotel 

performance. 

 

6.4.1.1 Reliabilities, Means, and Standard Deviations of the Final KM Scale 

 Table 6.33 illustrates descriptive results of the KM strategy implementation in 

hotels. Seven constructs including (a) learning and sharing culture, (b) organizational 

culture, (c) leadership, (d) technology, (e) measurement of performance, (f) 

communication, and (g) relationship were assessed on a 7-point Likert scale, ranging 

from Strongly disagree (1) to Strongly agree (7). Results of ANOVA indicated that no 

significant differences in composite subjective assessment of hotel performance were 

found based on their position (F=.822, p=.637). 
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Table 6.33: Reliabilities, Means, and Standard Deviations of the Final KM Scale 

(N=300) 

Item 
No. 

Construct and Indicator (overall α = .9755) Mean Standard 
Deviation

 Learning and Sharing Culture (α = .8579) 5.18 1.13 
C2 Employees like to help each other with tasks, even if they are 

in different departments. 
5.24 1.28 

C3 Problems or errors are openly discussed and necessary 
knowledge for solutions is shared among team members. 

5.39 1.26 

C4 Problems or errors are openly discussed and solutions are 
shared from department to department. 

4.92 1.31 

    
 Organizational Culture (α = .9163) 5.60 1.21 
C13 The organization encourages learning and re-learning. 5.70 1.37 
C14 The organization encourages employees to take a leading role 

in the area of their own expertise. 
5.45 1.30 

C15 The organization encourages new ideas for product and 
service innovations. 

5.61 1.30 

C16 The organization supports employee training and 
development. 

5.63 1.43 

    
 Leadership (α = .8414) 5.24 1.14 
L1 The management recognizes the importance of knowledge, 

and does not just focus on operational performance. 
5.15 1.37 

L11 The management takes responsibility for cultivating 
knowledge sharing and re-use of knowledge. 

5.39 1.23 

L15 The management provides necessary resources to promote the 
development of knowledge relating to the organization’s core 
competencies. 

5.16 1.34 

    
 Technology  (α = .8761) 4.61 1.51 
T3 The organization utilizes IT such as the Intranet for 

relationship connections to enhance the quality of knowledge 
transfer (e.g., discussion forums among employees or among 
chain/franchise hotels). 

4.55 1.68 

T5 The organization utilizes video/graphics tools (e.g., video 
taping for training purposes or video conferencing) for 
knowledge storage and retrieval. 

4.68 1.72 

T7 The organization utilizes IT such as data mining systems or 
business intelligence systems to generate collective knowledge 
to define and analyze customers’ needs, preferences, and styles 
to meet customer expectations. 

4.59 1.65 

    
 Measurement of Performance (α = .9385) 5.23 1.35 
M2 The management observes customers’ verbal compliments and 

uses comment cards as references to reward employees with 
good performance. 

5.52 1.47 

M3 Employee suggestion systems are in place in the hotel and 
adopted ideas are rewarded. 

5.21 1.57 

M4 The organization assesses the identification, acquisition, 
creation, storing, sharing, and re-using of knowledge in 
employee performance appraisal. 

5.12 1.48 

M5 The management uses promotions, training, study 
opportunities, hotel coupons, or other forms of recognition to 
reward employees’ contributions to the development of 
organizational knowledge. 

5.20 1.49 

M6 Employee successes or self-achievements, such as winning 5.11 1.50 
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cooking contests or speech invitation from commercial (e.g., 
newspapers, radio and/or TV programs) and public sectors 
(e.g., schools, local government, and/or tourism board), are 
systematically collected and recorded as evidence of 
knowledge development. 

    
 Communication (α = .8386) 4.72 1.37 
CM2 Managers and employees participate in cross-departmental 

meetings. 
4.72 1.55 

CM4 The organization has developed various channels for listening 
and consultations (e.g., monthly speak-up meetings, chat 
rooms/forums on Intranet, and informal meetings). 

4.64 1.67 

CM5 The organization has developed one-to-one mentorship 
programs to help employees learn better and transfer tacit 
knowledge. 

4.80 1.53 

    
 Relationship (α = .9107) 5.14 1.23 
R4 The organization utilizes employees’ relationship network 5.08 1.36 
R5 The organization utilizes customers’ relationship network. 5.17 1.33 
R6 The organization utilizes business partners’ relationship 

network. 
5.16 1.32 

Note: The scale ranges from 1 (strongly disagree) to 7 (strongly agree) 

 

(a) Learning and Sharing Culture 

 To evaluate learning and sharing culture, three areas were considered: (1) 

employees like to help each other on tasks, even if they are in different departments 

(M = 5.24); (2) problems or errors are openly discussed and necessary knowledge for 

solutions is shared among team members (M = 5.39); and (3) problems or errors are 

openly discussed and solutions are shared from department to department (M=4.92). 

The overall mean rating for learning and sharing culture among peers or groups was 

5.18, with a standard deviation of 1.13, which implied that interactions among peers 

were good. 

(b) Organizational Culture 

 An evaluation of organizational culture was assessed across four components: 

(1) the organization encourages learning and re-learning; (2) the organization 

encourages employees to take a leading role in the area of their own expertise; (3) the 

organization encourages new ideas for product and service innovations; and (4) the 

organization supports employee training and development. These four areas 
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contributed to the culture at an overall organizational level, rather than in a 

departmental or an individual level. Compared to the means obtained in learning and 

sharing culture, the mean rating for each of the four statements in organizational 

culture was higher. Among the four areas assessed, an organizational culture of 

learning and re-learning received the highest rating (M = 5.70), followed by an 

organizational culture to support employee training and development (M = 5.63) and 

an organizational culture to encourage product and service innovations (M = 5.61). 

The overall mean rating of the four statements was 5.60, with a standard deviation of 

1.21. Thus, respondents rated their organizational culture higher than learning and 

sharing culture. 

(c) Leadership 

 Leadership was assessed by three measures: the management’s (1) recognition 

of the importance of knowledge; (2) responsibility taking for knowledge sharing and 

re-use; and (3) support for promoting the development of knowledge relating to the 

organization’s core competencies. The results were fairly consistent, with mean 

ratings ranging from 5.15 to 5.39. The overall mean rating for leadership was 5.24, 

with a standard deviation of 1.14. It appeared that respondents’ companies did a good 

job in taking responsibility and providing necessary resources for the generation, 

identification, creation, storage, sharing and application of knowledge within the 

organization. 

(d) Technology 

 Technology was measured by three statements. As shown in Table 6.33, the 

statements were: (1) the organization utilizes IT such as the Intranet for relationship 

connections to enhance the quality of knowledge transfer; (2) the organization utilizes 

video/graphics tools for knowledge storage and retrieval; and (3) the organization 
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utilizes IT such as data mining systems or business intelligence systems to generate 

collective knowledge to define and analyze customers’ needs, preferences, and styles 

to meet customer expectations. The Intranet and video/graphics tools are well-known 

and popular technologies in all segments of businesses. In terms of the application of 

data mining systems in hotels, Dr. Norman Au of The Hong Kong Polytechnic 

University explained that “managers in the back office may use MS Office such as 

ACCESS or Excel to do some analyses on the data especially in the marketing area (N. 

Au, 2005, personal communication, September 1, 2005). 

 There was a low mean rating for each of the three retained items (M < 5.00). 

The overall mean rating of technology was 4.61, with a standard deviation of 1.51. 

The results revealed that knowledge-based IT utilization had not been widely adopted 

in the hotel industry; and results were not surprising. Because of the “labor 

intensiveness”, “people business”, and “service oriented” nature, hoteliers may have 

been slow to adopt advanced technology. 

(e) Measurement of Performance 

 Measurement of performance was assessed by five statements. These 

statements were: (1) the management observes customers’ verbal compliments and 

uses comment cards as references to reward employees with good performance 

(M=5.52); (2) there are employee suggestion systems in the hotel and adopted ideas 

are rewarded (M=5.21); (3) the organization assesses the identification, acquisition, 

creation, storing, sharing, and re-using of knowledge in employee performance 

appraisal (M=5.12); (4) the management uses promotions, training, study 

opportunities, hotel coupons, or other forms of recognition to reward employees’ 

contributions to the development of organizational knowledge (M=5.20); and (5) 

employee successes or self-achievements, such as winning cooking contests or speech 
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invitation from commercial and public sectors, are systematically collected and 

recorded as evidence of knowledge development (M=5.11). The overall mean rating 

of the measurement of performance was 5.23, with a standard deviation of 1.35. The 

results indicated that hoteliers did implement a measurement of KM performance. 

(f) Communication 

 Communication was measured using three statements: (1) managers and 

employees participate in cross-departmental meetings (M=4.72); (2) the organization 

has developed various channels for listening and consultations (M=4.64); and (3) the 

organization has developed one-to-one mentorship programs to help employees learn 

better and transfer tacit knowledge (M=4.80). Although it appeared that 

communication through cross-departmental meetings, various listening and 

consultations channels, and mentorship programs are the most common and 

acceptable practices for communication in hotels, results showed that the respondents 

were not using communications very well (M< 5.0). The overall mean rating was 4.72, 

with a standard deviation of 1.37. 

(g) Relationship 

 “Relationship” was assessed on three items (see Table 6.33). They were: (1) 

the organization utilizes employees’ relationship network (M=5.08); (2) the 

organization utilizes customers’ relationship network (M=5.17); and (3) the 

organization utilizes business partners’ relationship network (M=5.16). The overall 

mean rating of “relationship” was 5.14, with a standard deviation of 1.23. Such results 

revealed that hotels utilized relationship networks between the companies and their 

employees, customers, and business partners relatively well. 

 To sum up, except in terms of technology and communication, surveyed hotels 

reported a moderately high level of implementation on learning and sharing culture, 
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organizational culture, leadership, measurement of performance, and relationship. The 

means of technology and communication for surveyed hotels were comparatively low 

(< 5.00). The relatively large standard deviations for technology (SD = 1.51) and 

communication (SD = 1.37) implied that the adoptions of knowledge-based IT and the 

quality of communication varied among hotels. Some hotels appreciated the 

availability of knowledge-based IT systems and adopted them to a great extent; while 

others adopted IT systems on a limited basis. The same applied to the communication 

practices in the surveyed hotels. Some hotels placed great emphasis on 

communication, while others did not. 

 

6.4.1.2 Reliabilities, Means, and Standard Deviations of the Modified MARKOR Scale 

Categories and statements of the finalized MARKOR scale were derived after 

completion of the CFA process (Table 6.34). Analysis of the finalized MARKOR scale 

produced a strong overall Cronbach’s alpha (.98). Alphas for the three subscales were 

also greater than .90, providing an excellent support for internal consistency 

reliabilities (Bagozzi, Yi, & Phillips, 1991). The overall mean rating of market 

intelligence generation was 5.27, with a standard deviation of 1.29. The overall mean 

rating of market intelligence dissemination was 5.30, with a standard deviation of 1.30. 

The overall mean rating of responsiveness of market intelligence was 5.48, with a 

standard deviation of 1.17. Such statistics supported the view that respondents were 

quite positive about the capability of MO in their hotels. 

All MO statements had means higher than 5.00. Of the four statements in the 

domain of market intelligence generation, the statement, “in the hotel, the 

management meets with customers at least once a year (e.g., inviting major clients for 

a year-end cocktail party) to find out what products or services they will need in the 
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future”, had the highest rating (M = 5.40), followed by the statement, “the hotel is fast 

to detect fundamental shifts in the industry (e.g., competition, technology, 

regulations)” (M=5.30). Of the four statements in the domain of market intelligence 

dissemination, respondents agreed that when one department finds out something 

important about competitors, it is fast to alert other departments (M = 5.39), followed 

by the statement, “information on customer satisfaction is disseminated at all levels in 

the hotel on a regular basis” (M=5.37). Respondents agreed most strongly with one of 

the seven statements relating to responsiveness to market intelligence, “the positive 

resolution of customer complaints is a top priority in their hotels” (M = 5.92). Results 

of responsiveness of market intelligence also revealed that respondents agreed that: 1) 

several departments get together periodically to plan a response to changes taking 

place in the business environment” (M=5.48); 2) if the management came up with a 

great marketing plan, they probably would be able to implement it in a timely fashion 

(M=5.47); and 3) if any competitor were to launch an intensive campaign targeted at 

your customers, the hotel would implement a response immediately (M = 5.42). 
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Table 6.34: Reliabilities, Means, and Standard Deviations of the Modified MARKOR 

Scale (N=300) 

Item 
No. 

Construct and Indicator (overall α = .9776) Mean Standard 
Deviation 

 Market Intelligence Generation (α = .9059) 5.27 1.29 
MG1 In the hotel, the management meets with customers at least once 

a year (e.g., inviting major clients for a year-end cocktail party) 
to find out what products or services they will need in the 
future. 

5.40 1.57 

MG3 The hotel is fast to detect changes in customers’ product 
preferences. 

5.23 1.38 

MG4 The hotel polls end users at least once a year to asses the quality 
of products and services. 

5.16 1.50 

MG5 The hotel is fast to detect fundamental shifts in the industry 
(e.g., competition, technology, regulations). 

5.30 1.39 

    
 Market Intelligence Dissemination (α = .9226) 5.30 1.30 
MD2 Marketing personnel in the hotel spend time discussing 

customers’ future needs with other departments. 
5.11 1.54 

MD3 When something important happens to a major customer 
market, the hotel knows about it within a short time period. 

5.31 1.44 

MD4 Information on customer satisfaction is disseminated at all 
levels in the hotel on a regular basis. 

5.37 1.44 

MD5 When one department finds out something important about its 
competitors, it is fast to alert other departments. 

5.39 1.34 

    
 Responsiveness to Market Intelligence (α = .9470)     5.48 1.17 
MR2 The hotel reacts quickly to changes in customers’ product or 

service needs. 
5.37 1.35 

MR3 The hotel constantly reviews product development efforts to 
ensure that they are in line with what customers want. 

5.38 1.38 

MR4 Several departments get together periodically to plan a response 
to changes taking place in the business environment. 

5.48 1.39 

MR5 If any competitor were to launch an intensive campaign targeted 
at your customers, the hotel would implement a response 
immediately. 

5.42 1.31 

MR6 The activities of different departments in the hotel are well 
coordinated. 

5.30 1.29 

MR7 The positive resolution of customer complaints is a top priority 
in the hotel. 

5.92 1.27 

MR8 If the management came up with a great marketing plan, they 
probably would be able to implement it in a timely fashion. 

5.47 1.37 

Note: The scale ranges from 1 (strongly disagree) to 7 (strongly agree) 
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6.4.1.3 Reliabilities, Means, and Standard Deviations of Overall Hotel Performance 

Scale 

 Overall hotel performance was measured by four items (see Table 6.35). The 

items included hotel managers’ self-evaluations of their company’s profitability, size, 

market share, and growth speed in the previous three years when compared to their 

key competitors. The mean values were in the order of market share (4.85), 

profitability (4.84), speed of growth (4.75), and hotel size (4.38). The overall mean 

value of respondents’ self-evaluated performance was 4.70, with a standard deviation 

of 1.19. Such a result indicated that many respondents tended to evaluate their hotel 

performance positively when compared with other hotels. 

 

Table 6.35: Means, Standard Deviations, and Reliabilities of Overall Hotel 

Performance Scale 

Item 
Symbol 

Construct and Indicator (overall α = .8740) Mean Standard 
Deviation

 Overall Hotel Performance   
P1 Compared to your key competitors in the last three years, 

your hotel is more profitable. 
4.84 1.27 

P2 Compared to your key competitors in the last three years, 
your hotel is larger

4.38 1.63 

P3 Compared to your key competitors in the last three years, 
your hotel has a greater market share. 

4.85 1.38 

P4 Compared to your key competitors in the last three years, 
your hotel is growing faster. 

4.75 1.28 

Note: The scale ranges from 1 (strongly disagree) to 7 (strongly agree) 
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6.4.1.4 Reliabilities, Means, and Standard Deviations of Room Performance Scale 

Since five hotels (9.8%) had started their businesses in 2002 or 2003, those 

hotels with insufficient performance figures for any of the 3-year survey period (2001-

2003) were eliminated from objective hotel performance analyses. Average room 

occupancy rate for the 46 qualified surveyed hotels during the years of 2001 to 2003 

was 57.67%; average ADR was US$91.17 (NT$ 2735.22); and average RevPAR was 

US$53.76 (NT$1612.78). Average yield statistics were calculated with a mean of .30, 

and with a standard deviation of .09 (see Table 6.36). An inspection of the range of 

yield statistics (from .07 to .53) indicated that the room performance varied greatly 

among the surveyed hotels. 

 

Table 6.36: Minimum, Maximum, Mean, and Standard Deviation of Room 

Performance from 2001 – 2003 

Item 
Symbol 

Indicator Minimum Maximum Mean Standard 
Deviation 

RM Average Yield Statisticsa .07 .53 .30 .09 
Note: Hotel’s room performance was assessed by one indicator, the yield statistics. 
aAverage Yield Statistics = Average Occupancy Rate X Actual Average Rate ÷ Average Rack Rate 
 

6.4.1.5 Reliabilities, Means, and Standard Deviations of Food and Beverage 

Performance Scale 

 Average food and beverage revenue from 2001 to 2003 for the 46 qualified 

surveyed hotels was US$7.9 million (NT$213 million), with the smallest food and 

beverage revenue standing at US$115,525 (NT$3.5 million) and the largest food and 

beverage revenue standing at US$35 million (NT$1,050 million). The average food 

and beverage revenue per square meter per year from 2001 to 2003 was US$2,166 

(NT$64,980), with a range from US$79 (NT$2,379) to US$5,595 (NT$167,836). A 

relatively high standard deviation was found for the average food and beverage 
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revenue per square meter (SD = 1,483), indicating a wide range of performance in this 

area (see Table 6.37). The relatively large standard deviation also implied that the 

food and beverage performance varied with a relatively large dispersion of food and 

beverage revenues and dining space utilization (or turnover rate). 

 

Table 6.37: Minimum, Maximum, Mean, and Standard Deviation of Food and 

Beverage Performance from 2001 – 2003 

Item 
Symbol 

Indicator Minimum Maximum Mean Standard 
Deviation 

FB Average Food and 
Beverage Revenue per 
Square Meter (US$) 

79.29 5,594.54 2,165.99 1,482.94 

Note: Hotel’s food and beverage performance was assessed by one indicator, the average food and 
beverage revenue per square meter. 
 

6.4.2 Structural Model 

 The purpose of assessing a structural model’s overall fit is to determine the 

degree to which the model as a whole is consistent with the empirical data at hand. 

The structural relationships among the latent variables as proposed in Chapter 3 (see 

Figure 3.1) were assessed simultaneously via variance-covariance analysis. Three 

hotel performance models were investigated in the present study: overall hotel 

performance, hotel’s room performance, and hotel’s food and beverage performance. 

Symbols of LC, OC, L, T, M, CM, and R represented the seven subscales that 

measured the KM construct. Each of these variables was calculated from the grand 

mean score of respondents’ ratings of each item in the individual subscale. For 

example, the first subscale, “Learning and Sharing Culture” (LC), had three items: C2, 

C3, and C4 (also see Table 6.16). LC was the average score of respondents’ ratings on 

these three items: “Employees like to help each other on tasks, even if they are in 

different departments” (C2); “Problems or errors are openly discussed and necessary 

 210



knowledge for solutions is shared among team members” (C3); and “Problems or 

errors are openly discussed and solutions are shared from department to department” 

(C4). The same principle applied to “Organizational Culture” (OC) with 4 items, 

“Leadership” (L) with 3 items, “Technology” (T) with 3 items, “Measurement of 

Performance” (M) with 5 items, “Communication” (CM) with 3 items, and 

“Relationship” (R) with 3 items. 

Symbols of MG, MD, and MR represented the three subscales that measured 

the MO construct. MG measured market intelligence generation based on four items 

(MG1, MG3, MG4, and MG5). Another four items (MD2 to MD5) measured MD, the 

market intelligence dissemination. MR2 through MR8 were respondents’ ratings to 

MR, responsiveness to market intelligence. Similar to the KM construct, the values of 

these subscales was calculated from the grand mean of respondents’ rating of each 

item in the individual subscale. 

Hotel performance was also measured by their corresponding indicator(s). As 

mentioned earlier, when calculating hotel performance from actual figures, the hotel 

performance varied to a large extent. Such data quality might be a problem when 

performing SEM. Therefore, when testing structural models, special attention must be 

paid to the relatively large ranges found in two objective performance indicators: the 

yield statistics and food and beverage revenue per square meter. Each represented the 

only indicator of an individual performance scale. In order to successfully carry out 

SEM, the indicator values were standardized across all three model testing. 

The same dataset from CFA was used again for SEM analyses. All model 

testing was based on the covariance matrix and used maximum likelihood (ML) 

estimation as implemented in LISREL 8.54 to estimate the parameters. The ML 

estimation method has been discussed as being well suited to the testing and 
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development of theories for a small sample size. Moreover, in addition to the 

examination of chi-square values, five common model-fit measures were used to 

assess the model’s overall goodness of fit: chi-square ratio to the degree of freedom, 

RMSEA, GFI, AGFI, and CFI. If the model was found not to have an acceptable fit to 

the data, model modifications were made. On the basis of item loading evaluation for 

each construct, any indicator with a loading less than .70 would be eliminated 

(Steenkamp & van Trijp, 1991). Also, the path coefficients were reviewed to see if 

any of the paths in the initial model should be deleted. That is, if an attribute loaded 

with an absolute t value of lower than 1.96 (p >. 05), it would be eliminated from the 

model (Hatcher, 1994). Furthermore, if the fit of the initial model was still inadequate, 

modification indices for each fixed parameter would be used as indicators for model 

modification, by adding parameters to improve the fit (Hatcher, 1994). 

 

6.4.2.1 Structural Model of Overall Hotel Performance 

The first structural model evaluated hotels’ overall performance based on 

managers’ perceptions. The variance-covariance matrix of overall hotel performance 

is presented in Table 6.38. SEM using LISREL 8.54 was performed on the original 

model (Figure 6.1) which examined the hypothesized relationships of the proposed 

model in this study. The central hypothesis of the model is that KM mediates the 

relationships between MO, as the predictor, and hotel performance (HP), as the 

outcome. Results of the model fit indices indicated that the fit of the original model 

was inadequate (χ2=188.55, df=74, p=.00000, chi-square ratio=2.55, RMSEA= .072, 

GFI= .89, AGFI= .85, CFI= .98), while RMSEA (<.1), chi-square ratio (< 3), AGFI 

(>.85), and CFI (>.95) were acceptable. The unacceptable value of GFI (< .90) 

indicated that the data did not fit the original model well (see Appendix 6C-1). 

 212



Table 6.38: Variance-covariance Matrix of Overall Hotel Performance 

 LC OC L T M CM R P1 P2 P3 P4 MG MD MR 
LC 1.00              
OC 0.67 1.00             
L 0.68 0.77 1.00            
T 0.57 0.57 0.63 1.00           
M 0.67 0.73 0.76 0.69 1.00          
CM 0.60 0.59 0.66 0.68 0.77 1.00         
R 0.56 0.61 0.62 0.57 0.71 0.68 1.00        
P1 0.39 0.41 0.46 0.33 0.47 0.41 0.50 1.00       
P2 0.35 0.34 0.39 0.44 0.42 0.44 0.42 0.53 1.00      
P3 0.39 0.37 0.43 0.38 0.44 0.44 0.50 0.69 0.60 1.00     
P4 0.35 0.38 0.41 0.34 0.43 0.42 0.48 0.78 0.52 0.81 1.00    
MG 0.62 0.66 0.67 0.67 0.76 0.68 0.72 0.49 0.41 0.50 0.47 1.00   
MD 0.63 0.67 0.68 0.64 0.76 0.70 0.75 0.48 0.45 0.50 0.47 0.84 1.00  
MR 0.64 0.72 0.74 0.60 0.76 0.67 0.75 0.53 0.44 0.51 0.49 0.87 0.86 1.00 

Remark: Variances are on the diagonal; covariances are off the diagonal. LC: learning 
and sharing culture. OC: organizational culture. L: leadership. T: technology. M: 
measurement of performance. CM: communication. R: relationship. P1: profitability. 
P2: company size. P3: market share. P4: speed of growth. MG: market intelligence 
generation. MD: market intelligence dissemination. MR: responsiveness to market 
intelligence. 
 

As shown in Figure 6.1, the seven one-way arrows on the right-hand side of 

the KM construct represent the measurement errors in LC, OC, L, T, M, CM, and R. 

Another four one-way arrows on the right-hand side of the hotel performance 

construct represent the measurement errors in P1 through P4. The three one-way 

arrows on the left-hand side of the MO construct represent the measurement errors in 

MG, MD, and MR. All measurement errors were below .50 except the “hotel size” (P2) 

indicator of the hotel performance (HP) latent variable. The “hotel size” indicator had 

a loading of .63 with an error variance as high as .60. The signs of the paths were all 

positive, but not all the paths in the model were significant. To sum up, KM did not 

significantly predict HP (β=.17, t=1.05). 

 

 

 213



 

Figure 6.1: Original Model of Overall Hotel Performance 
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 A GFI value of less than .90 revealed that the proposed model in this study 

od 

 

d 

e 

tel 

the revised model. Significant improvements in GFI were 

made i

ces 

 

uation, 

was unable to explain the relationships among MO, KM and HP in the context of 

subjective performance evaluation. In other words, the proposed model was not go

enough to support the empirical data when overall hotel performance was evaluated 

from the four specified indicators. As a result, the original model was modified on the

basis of factor loadings to produce better model fit indices. With a loading less than 

the threshold of .70, the indicator of hotel size was removed from the measurement 

model of overall hotel performance. The goodness-of-fit indices were satisfactory 

after the deletion of the indicator of hotel size (see Figure 6.2). Such results reflecte

that the indicator of hotel size was not in congruence with the operationalization or 

did not have the face validity with the three other subjective indicators measuring th

financial aspect of HP. Thus, the three retained indicators, profitability, market share, 

and speed of growth, were better measures of the financial ability. In addition, it 

seemed reasonable to have the indicator of hotel size removed from the overall ho

performance model as the present study was investigated from a property level, not 

from a corporate aspect. 

Figure 6.2 shows 

n the revised model (χ2=153.80, df=62, p= .00000, chi-square ratio=2.48, 

RMSEA= .070, GFI= .91, AGFI= .86, CFI= .99). All the examined model fit indi

except for the significant chi-square value strongly supported that the revised model 

was a better fit with the data (see Appendix 6C-2). In addition, the equation, KM= .92

﹡MO, had a squared multiple correlation (R2) of .84, explaining that the MO 

construct predicted 84 percent of the variance in the KM construct. Another eq

HP= .46 ﹡MO+ .14 ﹡KM, had a squared multiple correlation (R2) of .35, indicating 

that both the MO construct and KM construct predicted only 35 percent of the 
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variance in overall hotel performance. However, in this equation, the factor load

KM had a t-value lower than 1.96 (t= .89). The result indicated that the empirical data 

was unable to explain the mediating role of KM in the model. In other words, the 

effect of MO on overall hotel performance was not exerted through KM. Such a re

did not support one of the hypothesized relationships that the effect of MO on HP was 

likely to be mediated by KM. The potential impact of MO on HP might be exerted via 

other variables which were not examined in the present study. 

ing of 

sult 
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Figure 6.2: Revised Model of Overall Hotel Performance 
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parsimonious model (see Appendix 6C-3). The parsimonious normed fit index (PNFI) 

and the parsimonious goodness-of-fit index (PGFI) are best used to compare two 

competing theoretical models (Kelloway, 1998). A model would be chosen as the final 

model with the highest level of parsimonious fit (Kelloway, 1998). Given that the 

revised model and the revised nonmediated model provided equivalent fit to the data, 

the revised nonmediated model was accepted as the final model based on its higher 

values of PNFI (.79) and PGFI (.63), compared to lower values of PNFI (.78) and 

PGFI (.62) in the revised model. 

Standardized parameter estimates for the final nonmediated structural model 

are presented in Figure 6.3. As shown, both KM (γ=.92, p<.05) and HP (γ=.60, p<.05) 

were predicted by MO. MO explained 84 percent of the variances in KM and 36 

percent of the variances in HP. Also, the HP construct was validated with three 

subjective judgments, profitability, market share, and speed of growth. 
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Figure 6.3: Final Model of Overall Hotel Performance 
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The total effects of MO on endogenous variables (i.e., KM and HP) are shown 

on Table 6.39. The effect size of the variables was interpreted by the respective 

estimated standardized path coefficients. The path coefficients of a model can be 

regarded as a different type of regression coefficient. The path coefficient of each path 

shows the unit of increase in the endogenous variable for a unit of increase in the 

exogenous variable, or the increase in the exogenous variable for a unit of increase in 

the endogenous variable (Kaplan, 2000). In this final model, the size of the effects 

was estimated from a) the total effects of MO on KM, and b) the total effects of MO 

on HP. The results from the LISREL output indicated that MO was found to have a 

significant influence on KM and the total effect of MO on KM was .92. In other 

words, the correlation between MO and KM was as high as .92. Such a result was in 

line with one of the findings in Chien et al. (2005b) that the more a company is 

market-oriented, the more it is likely to perform KM. The MO-to-KM effect was 

statistically evidenced in the present study. 

On the other hand, the total effect of MO on HP was .60. The direct effect of 

MO on HP was statistically significant at .60 (t=8.55); and MO was found not to have 

indirect effects on HP, which means that the effect of MO on HP did not pass through 

the mediating variable of KM. Meanwhile, MO was the only direct determinant of HP. 

KM was found not to have significant direct effect on HP. The results of the final 

nonmediated model implied that MO exerted a higher influence than KM on the 

overall hotel performance. 
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Table 6.39. Effects between Endogenous and Exogenous Variables for the Model of 

Overall Hotel Performance 

Type of Effect Variables MO (γ) KM (β) 

Indirect Effect MO 

KM 

HP 

- 

- 

- 

- 

- 

- 

Direct Effect MO 

KM 

HP 

- 

0.92* 

0.60* 

- 

- 

- 

Total Effect MO 

KM 

HP 

- 

0.92* 

0.60* 

- 

- 

- 

Remarks: 
MO = Market Orientation 
KM = Knowledge Management 
HP = Hotel Performance 
-  = Not Available 
* = t Value Significant at the 0.05 Level 
  

6.4.2.2 Structural Model of Room Performance 

 The second structural model investigated hotels’ room performance. In the 

hotels’ room performance model, only one indicator, the yield statistics, was used as a 

construct to represent the latent variable “HP”. However, in SEM analysis, the 

measurement error cannot be estimated with only one corresponding observed 

indicator of the latent variable (Jöreskog & Sörbom, 1993). In other words, the 

measurement error variance in the “hotels’ room performance” latent variable was not 

an identified parameter. Such measurement error variance can be estimated from the 

review of literature or with an assumption (Jöreskog & Sörbom, 1993). Because no 

previous studies were found to specify yield statistics as hotels’ room performance, no 

reliable measurement error variances of the yield statistics could be identified. As a 

result, three components of the yield statistics: average occupancy rate, ADR, and 
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average rack rate, were considered as meaningful estimation bases to carry out the 

calculation of the measurement error variance. According to the formula suggested by 

Jöreskog and Sörbom (1993), the measurement error variance was fixed at a value 

equal to (1 – reliability) ﹡variance. Specifically, the scale reliability for average 

occupancy rate, ADR, and average rack rate during 2001 and 2003 was calculated 

at .6347. It was, therefore, assumed to be the reliability of the yield statistics. A 

reliability of .6347 for yield statistics was equivalent to an error variance of (1- .6347) 

times the variance of yield statistics. Since all indicators were standardized in the 

structural model, the variance for yield statistics was set at 1.00. Thus, the error 

variance of yield statistics was (1- .6347) ﹡1 = .37. 

The variance-covariance matrix is summarized in Table 6.40. The original 

model that examined the hypothesized relationships between variables is shown in 

Figure 6.4. Fit indices for the original model of hotels’ room performance provided an 

acceptable fit to the data (χ2=131.35, df=42, p=.00000, chi-square ratio=3.12, 

RMSEA= .084, GFI= .90, AGFI= .85, CFI= .98, PNFI= .74, PGFI= .57). Furthermore, 

the ratio of the chi-square to the degree of freedom was approximately at the threshold 

of 3:1 as suggested by Marsh et al. (1988). Among the three paths proposed in the 

original model, one was not statistically significant with a negative path coefficient 

(β= -.25, t= -1.14) – the path between KM and hotels’ room performance. 

The adequate fit of the original model demonstrated that the proposed model 

was a modest model for measuring hotels’ room performance in the context of 

objective performance evaluation (see Appendix 6D-1). 
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Table 6.40: Variance-covariance Matrix of Room Performance 

 LC OC L T M CM R YS MG MD MR 
LC 1.00           
OC 0.67 1.00          
L 0.68 0.77 1.00         
T 0.57 0.57 0.63 1.00        
M 0.67 0.73 0.76 0.69 1.00       
CM 0.60 0.59 0.66 0.68 0.77 1.00      
R 0.56 0.61 0.62 0.57 0.71 0.68 1.00     
YS 0.11 0.11 0.16 0.11 0.11   0.05 0.14 1.00    
MG 0.62 0.66 0.67 0.67 0.76 0.68 0.72 0.19 1.00   
MD 0.63 0.67 0.68 0.64 0.76 0.70 0.75 0.11 0.84 1.00  
MR 0.64 0.72 0.74 0.60 0.76 0.67 0.75 0.20 0.87 0.86 1.00 

Remark: Variances are on the diagonal; covariances are off the diagonal. LC: learning 
and sharing culture. OC: organizational culture. L: leadership. T: technology. M: 
measurement of performance. CM: communication. R: relationship. YS: Yield 
Statistics. MG: market intelligence generation. MD: market intelligence dissemination. 
MR: responsiveness to market intelligence. 
 

Deleting the nonsignificant path from the model resulted in the final model. 

Figure 6.5 illustrates the standardized parameter estimates for the final model of room 

performance. Fit indices for the final model of room performance are presented in 

Appendix 6D-2. All model fit indices showed acceptable values (χ2=133.22, df=43, 

p=.00000, chi-square ratio=3.09, RMSEA= .084, GFI= .90, AGFI= .85, CFI= .98, 

PNFI= .76, PGFI= .59). Similar to the results obtained in the overall hotel 

performance model, deleting the nonsignificant path from the model did not result in a 

significant change to the model fit. However, with the deletion of the path from KM to 

HP, improvements in PNFI and PGFI values were obtained. The final model 

suggested no relationship between KM and room performance. The results seemed to 

contradict expectations, as it was anticipated that KM practices would be an important 

determinant of organizational performance and would mediate the relationships 

between MO and HP. 
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Figure 6.4: Original Model of Room Performance 
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Figure 6.5: Final Model of Room Performance 
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The findings from the final nonmediated model of room performance 

indicated that MO was able to predict the measurement of room performance. They 

also indicated that a hotel’s MO capability would definitely help the implementation 

of KM strategy (R2 = .84). However, the room performance model could only explain 

5.1 percent of the room performance based on MO (R2 = .051). Such a result was far 

below that of the previous model of managers’ self-evaluated overall hotel 

performance where MO was found to be able to have a higher predictive power of HP 

(R2= .36). 

As shown in Figure 6.5, only direct relationships between the MO construct 

and hotels’ room performance and between the MO construct and the KM construct 

were found. Hence, only direct relationships between exogenous and endogenous 

variables (γ) and their effects are reported in Table 6.41. The results revealed that MO 

(γ= .23, p< .05) was an important factor influencing hotels’ room performance. 

Meanwhile, MO was found to be very important to the formation of KM (γ= .92, 

p< .05). Such a result was consistent with the final nonmediated model of overall 

hotel performance except that direct effect of MO on HP was higher in the overall 

hotel performance model (γ= .60, p< .05). 
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Table 6.41. Effects between Endogenous and Exogenous Variables for the Model of 

Room Performance 

Type of Effect Variables MO (γ) KM (β) 

Indirect Effect MO 

KM 

HP 

- 

- 

- 

- 

- 

- 

Direct Effect MO 

KM 

HP 

- 

0.92* 

0.23* 

- 

- 

- 

Total Effect MO 

KM 

HP 

- 

0.92* 

0.23* 

- 

- 

- 

Remarks: 
MO = Market Orientation 
KM = Knowledge Management 
HP = Hotel Performance 
-  = Not Available 
* = t Value Significant at the 0.05 Level 
  

6.4.2.3 Structural Model of Food and Beverage Performance 

 The third structural model examined hotels’ food and beverage performance. 

Similar to the single indicator latent variable strategy used in the room performance 

model, the average food and beverage revenue per square meter was used as the only 

indicator of the “hotels’ food and beverage performance” latent variable. One might 

argue that the single observed indicator is a fallible measure and therefore that there 

was a need to assume its error variance in the testing model. In order to specify the 

error variance of the average food and beverage revenue per square meter, the 

reliability and variance were computed. The scale reliability for surveyed hotels’ 

average food and beverage was calculated using revenue from 2001 to 2003 and the 

size of food and beverage dining facilities. A high reliability alpha of .8770 was 

obtained and assumed to be the reliability for average food and beverage revenue per 
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square meter. Moreover, all indicator scores were standardized in the full model. The 

variance of average food and beverage revenue per square meter was obtained at 1.00. 

Thus, a reliability of .8770 for average food and beverage performance was equivalent 

to an error variance of (1- .8770) times the variance of the average food and beverage 

performance indicator. As a result, the error variance of average food and beverage 

revenue per square meter was calculated at (1- .8770) ﹡1 = .12. 

 The original model of food and beverage performance is presented in Figure 

6.6. The variance-covariance matrix of food and beverage performance is shown in 

Table 6.42. The various fit indices revealed that the data did fit adequately to the 

original model (χ2=136.83, df=42, p=.00000, chi-square ratio=3.25, RMSEA= .087, 

GFI= .90, AGFI= .84, CFI= .98, PNFI= .74, PGFI= .57). The values of RMSEA, GFI, 

and CFI were acceptable, and both the values of chi-square to the degree of freedom 

and AGFI were not too far from their cutoff points. Such results illustrated that the 

original model was acceptable. The fit indices for the model are presented in 

Appendix 6E-1. In terms of path analysis, it was found that among the three 

hypothesized paths, one had an insignificant and negative path coefficient. In this full 

model, KM was found not to have a significant influence on HP. Statistically 

significant and positive relationships were found between MO and KM, and between 

MO and food and beverage performance. 
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Table 6.42: Variance-covariance Matrix of Food and Beverage Performance 

 LC OC L T M CM R FB MG MD MR 
LC 1.00           
OC 0.67 1.00          
L 0.68 0.77 1.00         
T 0.57 0.57 0.63 1.00        
M 0.67 0.73 0.76 0.69 1.00       
CM 0.60 0.59 0.66 0.68 0.77 1.00      
R 0.56 0.61 0.62 0.57 0.71 0.68 1.00     
FB 0.16 0.16 0.12 0.07 0.20 0.07 0.16 1.00    
MG 0.62 0.66 0.67 0.67 0.76 0.68 0.72 0.24 1.00   
MD 0.63 0.67 0.68 0.64 0.76 0.70 0.75 0.15 0.84 1.00  
MR 0.64 0.72 0.74 0.60 0.76 0.67 0.75 0.21 0.87 0.86 1.00 

Remark: Variances are on the diagonal; covariances are off the diagonal. LC: learning 
and sharing culture. OC: organizational culture. L: leadership. T: technology. M: 
measurement of performance. CM: communication. R: relationship. FB: Average 
Food and Beverage Revenue per Square Meter. MG: market intelligence generation. 
MD: market intelligence dissemination. MR: responsiveness to market intelligence. 
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Figure 6.6: Original Model of Food and Beverage Performance 

MO

KM

HP 

MG 

MD 

MR 

LC 

OC 

L 

T 

M 

CM 

R 

FB 

.43 

.34 

.76 .81

.29 
R2=.84

.84

.44 
.75

.18 

.33 

.37 

.12 

.16 

.16 

.92 .90

.82
.92 

.80
.92 

.94 

- .16
.11 

.38

χ2=136.83, df=42, p=.00000 
chi-square ratio=3.25 .94

RMSEA= .087 
GFI= .90 
AGFI= .84 R2=.057
CFI= .98 

Indicates significant standardized path coefficients 
at the 0.05 level 

Indicates insignificant path coefficients 

Legend:  
MO: Market Orientation LC, OC, L, T, M, CM, & R: Indicators of KM 
KM: Knowledge Management MG, MD, & MR: Indicators of MO 
HP: Hotel Performance FB: Indicator of HP in Food and Beverage 

 230



Based on the path analysis, the original model was modified accordingly and 

is presented in Figure 6.7. The path from KM to HP was removed because of its 

insignificance. The revised model provided a better fit to the data than the original 

model hypothesizing the mediating role of KM and was denoted as the final 

nonmediated model of food and beverage performance (χ2=138.72, df=43, p=.00000, 

chi-square ratio=3.22, RMSEA= .086, GFI= .90, AGFI= .85, CFI= .98, PNFI= .76, 

PGFI= .59). All model fit indices were acceptable in the final model (see Appendix 

6E-2). Improvements in the values of chi-square ratio to the degree of freedom, 

RMSEA and AGFI were made. Moreover, an inspection of the indices of 

parsimonious fit (i.e., the PNFI and PGFI) suggested that the final nonmediated model 

provided the most parsimonious fit to the data. 

Two significant path coefficients in the final model were positive. The findings 

indicated that there were significant and positive relationships between MO and KM, 

and between MO and food and beverage performance. The results also showed that 

MO had a very strong predictive power of KM (R2 = .84). Such results provided 

empirical support that market-oriented companies tend to perform KM to a great 

extent. However, the R2 value for the MO and food and beverage performance was 

only 5.1%. This indicated that only a small amount of the variance in food and 

beverage performance could be explained by MO. Such results were consistent with 

the previous model examining room performance, where MO was also found to have 

a small predictive power on room performance. Moreover, contrary to the assumption 

in the original model, KM was not associated with hotels’ food and beverage 

performance in the final nonmediated model. As found in the previous two models’ 

tests, KM did not exert direct influences on hotels’ food and beverage performance; 

and KM did not mediate the relationship between MO and food and beverage 
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performance. 

 

 

Figure 6.7: Final Model of Food and Beverage Performance 
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 Table 6.43 summarizes the total effects between the exogenous variable (MO) 

and endogenous variables (KM and HP) in the final model. It was found that both KM 

(γ=.92, p < .05) and HP (γ=.22, p < .05) were predicted by MO. Surveyed hotels’ MO 

capabilities had a direct effect on KM strategy implementation (γ=.92). However, only 

MO (γ=.22, p < .05), not KM, was found to have a significant influence on food and 

beverage performance. 

 

Table 6.43. Effects between Endogenous and Exogenous Variables for the Model of 

Food and Beverage Performance 

Type of Effect Variables MO (γ) KM (β) 

Indirect Effect MO 

KM 

HP 

- 

- 

- 

- 

- 

- 

Direct Effect MO 

KM 

HP 

- 

0.92* 

0.22* 

- 

- 

- 

Total Effect MO 

KM 

HP 

- 

0.92* 

0.22* 

- 

- 

- 

Remarks: 
MO = Market Orientation 
KM = Knowledge Management 
HP = Hotel Performance 
-  = Not Available 
* = t Value Significant at the 0.05 Level 
 

 233



6.4.2.4 Summary 

 Overall, results from the three final models were similar and consistent. The 

three final models demonstrated that different aspects of HP were only directly 

affected by MO. Inconsistent with expectations in the full model, KM was not 

associated with HP. The results indicated that MO had no indirect influence on HP. 

Therefore, the mediating role of KM on MO over HP was not evident in any of the 

three models tested. 

However, it was revealed that MO exerted a large direct influence on KM; in 

other words, MO and KM were highly correlated. There was a need to further conduct 

discriminant validity for the three final models by assessing whether inter-correlations 

between the MO and KM constructs were significantly less than unity (Bagozzi & Yi, 

1991; Phillips, 1981; Sujan, Weitz, & Kumar, 1994). To prove there was a discrepancy 

in the two concepts, discriminant validity was measured by assessing differences in 

chi-square statistics for constrained and unconstrained models. The constrained model 

assumes the correlation between various construct pairs to be fixed at 1.0. If a lower 

chi-square statistic is observed between the unconstrained model and a series of 

models with a construct pair correlation constrained to 1.0, then high discriminant 

validity is proven (Diamantopoulos, 1994). Discriminant validity was established 

through a series of nested confirmatory factor model comparisons. The critical values 

of chi-square for 1 degree of freedom, with p= .05, p= .01, and p= .001, are 3.841, 

6.635, and 10.828, respectively (Hinkle, Wiersma, & Jurs, 1994). Results of chi-

square differences tests for discriminant validity are presented in Table 6.44. Chi-

square differences were statistically significant for all model comparisons (p < .001), 

indicating discriminant validity. Although the high correlation between MO and KM 

suggested caution in overgeneralizing these results, discriminant validity was 
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achieved among latent variables in all cases. The factor structures for both MO and 

KM are clearly warranted. 

 

Table 6.44: Chi-square Tests for Constrained Models between MO and KM 

 Degree of Freedom (df) Chi-square Value (χ)  
Overall Hotel 
Performance Model a

64 241.38***  

    
Hotels’ Room 
Performance Model b

44 216.08***  

    
Hotels’ Food and 
Beverage 
Performance Model c

44 226.45***  

***Indicated the t test between unconstrained and constrained model was 
significant at p <.001 
a This constrained  model was to be compared with an unconstrained model, which 
was the final nonmediated model of overall hotel performance where χ=154.37, df=63. 
b This constrained model was to be compared with an unconstrained model, which 
was the final nonmediated model of room performance where χ=133.22, df=43. 
c This constrained model was to be compared with an unconstrained model, which 
was the final nonmediated model of food and beverage performance where χ=138.72, 
df=43. 
 

 Among the three final models, MO explained a significant portion of the total 

variance in overall hotel performance (R2 = .36), while MO accounted for 5.1% of the 

variation of HP in both room and food and beverage performance models. Cohen 

(1988) provided a rule of thumb for interpreting the practical importance in behavioral 

sciences of squared multiple corrections (R2 ), describing .01, .09, and .25 as small, 

medium, and large effects, respectively. Therefore, the three final models (Figures 6.3, 

6.5, and 6.7) were able to explain small to medium (.01 <R2< .09) and large (R2 > .25) 

portions of the effects of MO on different aspects of HP. 

Lastly, although all three final models produced similar results, special 

attention must be paid to the difference in chi-square to the degree of freedom ratios 

and path coefficients between MO and HP. The chi-square to the degree of freedom 

 235



ratio in both the final nonmediated models of room performance and food and 

beverage performance were higher (3.09:1 and 3.22:1, respectively) than in the final 

nonmediated model of overall hotel performance (2.45:1). Also, small path 

coefficients between MO and HP were obtained in the two objective performance 

models (γ= .23 for the room performance model; and γ= .22 for the food and beverage 

performance model) but not the subjective performance model with multiple 

indicators (γ= .60). The quality of the raw data and the differences in the number of 

indicators for a latent variable might explain why such differences occurred. Surveyed 

hotels’ objective performance varied greatly and such an input had an impact on the 

LISREL outputs. The quality of data available to a researcher will be directly related 

to the quality of fit results obtained. Also, as a general rule of SEM, a researcher 

should strive for at least two or three indicators (observed variables) for every latent 

variable; following this guideline generally avoids under-identified models (Kelloway, 

1998). However, in social science practices, this rule is sometimes violated (Jöreskog 

& Sörbom, 1993). Compared with only one indicator in both the room performance 

and food and beverage performance constructs, the overall hotel performance 

construct with multiple indicators produced better chi-square to the degree of freedom 

ratio and larger path coefficients. 

 

6.4.3 Individual Path Analysis with Latent Variables 

 In the following section, results of the individual path analysis with latent 

variables are presented and discussed. The individual path analysis with latent 

variables is different from a full structural model test because it examines one singular  

path at a time. The purpose was to compare the two tests and to see if different results 

were produced. All model tests were acceptable (GFI ≥ .90) and the signs on the path 
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coefficients indicated that all relationships were positive. 

 

6.4.3.1 Hypothesis H01 

The first set of hypotheses posited that successful implementation of KM 

strategies has a positive effect on HP. Among the three aspects of performance 

measurements, KM was found to have a significant impact on HP in all models tested. 

Hypotheses H01a, H01b, and H01c were supported by the data. Results of H01a, H01b, 

and H01c are given in Figures 6.8, 6.9, and 6.10, respectively. 

 

 

 

Figure 6.8: Path Diagram between Knowledge Management and Overall Hotel 

Performance 
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Figure 6.9: Path Diagram between Knowledge Management and Room Performance 
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Figure 6.10: Path Diagram between Knowledge Management and Food and Beverage 

Performance 

 

6.4.3.2 Hypothesis H02 

The second set of hypotheses proposed that MO capabilities have a positive 

effect on HP. The results indicated that MO had a positive effect on HP in all three 

performance models. Hence, H02a, H02b, and H02c were supported. Results of the 

three individual path analysis models with the two latent variables examined are 

presented in Figures 6.11, 6.12, and 6.13. 
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Figure 6.11: Path Diagram between Market Orientation and Overall Hotel 

Performance 

 

 

 

 

 

Figure 6.12: Path Diagram between Market Orientation and Room Performance 
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Figure 6.13: Path Diagram between Market Orientation and Food and Beverage 

Performance 

 

6.4.3.3 Hypothesis H03 

The third hypothesis stated that a high level of MO capabilities has a positive 

relationship with the implementation of KM strategies in operating hotels. The effect 

of MO on KM was strong (γ=0.92). Therefore, H03 was supported (see Figure 6.14). 
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Figure 6.14: Path Diagram between Market Orientation and Knowledge Management 

 

6.4.3.4 Hypothesis H04 

The fourth set of hypotheses proposed that KM plays a mediating role in the 

effect of MO on HP. In addition to a significant direct effect of MO on HP found in 

H02, results of the fourth set of hypotheses indicated that MO had a significant 

indirect effect on HP. KM was found to mediate the relationship between MO and HP 

across the three different models of HP. Consistent with the proposal, H04a,  H04b, 

and H04c were supported. Results of the MO→KM→HP relationship are depicted in 

Figures 6.15, 6.16, and 6.17. 
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Figure 6.15: Path Diagram for Market Orientation, Knowledge Management, and 

Overall Hotel Performance 

 243



 

 

Figure 6.16: Path Diagram for Market Orientation, Knowledge Management, and 

Room Performance 
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Figure 6.17: Path Diagram for Market Orientation, Knowledge Management, and 

Food and Beverage Performance 

 

Table 6.45 summarizes the results of the tests of hypotheses carried out using 

individual path analysis. The standardized path coefficients and t-values of all 

relationships hypothesized based on final full models were reported. The standardized 

path coefficients represented values of the parameters, and the coefficients showed the 

change in an endogenous variable resulting from a unit change in an exogenous 

variable, with all other exogenous variables (if any) being held constant (Byrne, 1998). 

The t-value indicated whether the corresponding path coefficient was significantly 

different from zero. Coefficients with t-values of between -1.96 and +1.96 are 

considered statistically insignificant (Diamantopoulos & Siguaw, 2000). Results of 
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individual path analysis indicated that all the hypotheses tested were statistically 

significant. 

 

Table 6.45: Results of Individual Path Analysis with Latent Variables 

 Model Parameter Standardized 
Coefficient 

t-Value Result 

H01: Effect of KM on HP 
     
H01a: KM → Overall Hotel 

Performance 
γ=.56 7.98** Supported 

H01b: KM → Room 
Performance 

γ=.17 2.14* Supported 

H01c: KM → Food and 
Beverage 
Performance 

γ=.18 3.11** Supported 

     
H02: Effect of MO on HP 
     
H02a: MO → Overall Hotel 

Performance 
γ=.59 8.51** Supported 

H02b: MO → Room 
Performance 

γ=.23 2.82** Supported 

H02b: MO → Food and 
Beverage 
Performance 

γ=.23 4.13** Supported 

     
H03: Effect of MO on KM γ=.92 12.44** Supported 
    
H04: KM as a Mediator between MO and HP 
     
H04a: MO → KM → 

Overall Hotel 
Performance 
 

γ=.92; β=.58 12.51**; 8.37** Supported 

H04b: MO →  KM → 
Room Performance 
 

γ=.92; β=.19 12.46**; 2.33* Supported 

H04c: MO → KM → Food 
and Beverage 
Performance 

γ=.92; β=.20
 

 12.45**; 3.42** Supported 

Remarks: * significant t-value at the .05 level 
                ** significant t-value at the .01 level 
      MO = Market Orientation 

     KM = Knowledge Management 
     HP = Hotel Performance 
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6.5 Summary 

This chapter reported the results of quantitative analyses based on the 

descriptive analysis of EFA, CFA, and SEM. The seven-factor structure of the KM 

construct was determined during EFA. It was found that in the context of the hotel 

industry, KM is explained by learning and sharing culture, organizational culture, 

leadership, technology, measurement of performance, communication, and 

relationship. The final KM measurement model contained 24 items for hotel use. The 

20-item MARKOR scale was also re-validated from a hotel context, with a total of 15 

items being retained in the final scale. Through CFA, goodness-of-fit statistics 

indicated that the data fit measurement models of KM and MO. It was found that the 

surveyed hotels’ MO capabilities were superior and more significant than their 

implementation of KM strategies. On a 7-point Likert-type scale, respondents tended 

to rate their HP better than their competitors (M > 4.00). For objective performance 

evaluations, results indicated that both a) room and b) food and beverage performance 

varied to a great extent among surveyed hotels. The average yield statistics during 

2001 to 2003 was .30 and the average food and beverage revenue per square meter 

during the same period was US$2,166. 

SEM supported the validity and reliability of the two measurement models in 

this study. In addition, two different SEM tests, a full structure model test and a 

subsequent individual path analysis with latent variables, were used to examine the 

relationships among KM, MO, and HP. A full structure model test is different from a 

subsequent individual path analysis because it looks into the multiple interrelated 

dependent relationships at the same time and composes of more than one individual 

path analysis with latent variables. 

Significant relationships between MO and KM, and between MO and HP in 
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the full structure model for overall performance, room performance, and food and 

beverage performance were supported. However, MO was found not to have indirect 

effects on HP. Thus, the mediating role of KM was not applicable to all three 

performance models in the full structure model. 

Although the effect of KM on HP was not evident across all three performance 

models, all sets of hypotheses were supported in the individual path analyses. Results 

of the individual path analyses indicated that three significant causal relationships, 

from KM to HP, from MO to HP, and from MO to KM, were evident in all three 

performance models (overall performance, room performance, and food and beverage 

performance). The mediating role of KM on the effect of HP was also supported in 

the individual path analyses. 
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CHAPTER 7: DISCUSSIONS 

 

In this chapter, discussions based on the findings are presented. Section 7.1 

discusses the major findings. A summary of the discussion chapter is presented in 

Section 7.2. 

 

7.1 Discussion of Empirical Findings 

Discussions of the major findings pertaining to the four research objectives are 

presented in the following subsections. Both full structural model testing and 

individual path analyses with latent variables were examined and discussed. In 

addition, hotel performance and characteristics of surveyed hotels are also offered in 

this section. 

 

7.1.1 Developing and Validating an Instrument for the Assessment of KM Strategy 

Implementation in the Hotel Industry 

In this section, the focus of the discussions is on scale development regarding 

which items were deleted and which items better describe the construct. The resulting 

KM scale contained 24 items and the goodness-of-fit indices indicated the model 

fitted the data well. The overall reliability of the KM measurement scale was 

satisfactory. In addition, evidence of convergent validity and discriminant validity 

supported the scale dimensionality. 

The seven dimensions identified in the KM construct were 1) learning and 

sharing culture, 2) organizational culture, 3) leadership, 4) technology, 5) 

measurement of performance, 6) communication, and 7) relationship. Detailed 

discussions for each subscale are presented in the following paragraphs. 
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7.1.1.1 Learning and Sharing Culture 

 Learning and sharing culture was measured by three items: (1) employees like 

to help each other on tasks, even if they are in different departments; (2) problems or 

errors are openly discussed and the necessary knowledge for solutions is shared 

among team members; and (3) problems or errors are openly discussed and solutions 

are shared from department to department. Thus, learning and sharing culture refers to 

how knowledge is shared among individuals within the organization. Employees learn 

and share from each other by helping with tasks and discussing problems encountered 

or errors occurred. An emphasis of inter-departmental learning and sharing practice is 

particularly relevant in KM. 

 

7.1.1.2 Organizational Culture 

An evaluation of organizational culture was assessed by four items: (1) the 

organization encourages learning and re-learning; (2) the organization encourages 

employees to take a leading role in the area of their own expertise; (3) the 

organization encourages new ideas for product and service innovations; and (4) the 

organization supports employee training and development. The focus of 

organizational culture is learning, leading, innovating, and supporting and these four 

areas contribute to the culture at an overall organizational level, rather than at a 

departmental or an individual level of culture. 

 

7.1.1.3 Leadership 

Leadership was assessed by three measures of the management’s (1) 

recognition of the importance of knowledge; (2) responsibility taking for knowledge 

sharing and re-use; and (3) support for promoting the development of knowledge 

 250



relating to the organization’s core competencies. Thus, leadership refers to the 

management’s guidance and perspectives toward the management of knowledge. 

Hotel leaders were able to take responsibility for knowledge sharing and re-use 

(M=5.39), provide support for knowledge development (M=5.16), and recognized the 

importance of knowledge (M=5.15). 

One important item, “the organization has established a community of KM 

practices”, was deleted during the CFA process. Knowledge communities bring 

together people with common interests, problems or experiences (Earl, 2001). The 

deletion of the item demonstrated that the establishment of a KM community could 

not be used to represent the leadership component of the KM strategy. During the 

CFA process, this item was cross-loaded with two other dimensions: communication 

and relationship. Such results were in line with Earl’s (2001) finding that effective 

knowledge communities were associated with employees’ sociability and networking 

practice (Earl, 2001). Although leaders or management have the power and ability to 

initiate the establishment of knowledge communities, eventually it depends on 

employees’ sociability (communication) and networking (relationship) skills to make 

the knowledge communities complete. The establishment of knowledge communities 

should not be treated as an indicator under the leadership domain alone, but rather 

should be viewed as a special, important, and unique indicator in the implementation 

of KM strategies. 

 

7.1.1.4 Technology 

 Technology was measured by three statements. As shown in Table 6.33, the 

statements were: (1) the organization utilizes IT such as the Intranet for relationship 

connections to enhance the quality of knowledge transfer; (2) the organization utilizes 
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video/graphics tools for knowledge storage and retrieval; and (3) the organization 

utilizes IT such as data mining systems or business intelligence systems to generate 

collective knowledge to define and analyze customers’ needs, preferences, and styles 

to meet customer expectations. 

Popular IT utilizations such as “decision support systems or expert systems” 

and “the one central IT system within the organization”, as opposed to separated IT 

systems are common and acceptable practices in the general business environment. In 

the technology domain, all items, except for data mining systems, relating to the 

characteristics of knowledge-based IT system (or KM system) were eliminated during 

the 2-stage CFA process. Such results implied that expert systems and integrated IT 

systems were not significantly correlated with the technology domain in hotels’ 

implementation of KM strategies. The use of expert systems is not popular with hotels 

(M=4.48). “Most hotels still use a piecemeal approach rather than fully integrated 

systems, especially between front and back of house” (N. Au, 2005, personal 

communication, September 1, 2005). 

 

7.1.1.5 Measurement of Performance 

 Measurement of performance was assessed by five statements. These 

statements were (1) the management observes customer verbal compliments and uses 

comment cards as references to reward employees with good performance; (2) 

employee suggestion systems are in place in the hotel and adopted ideas are rewarded; 

(3) the organization assesses the identification, acquisition, creation, storing, sharing, 

and re-using of knowledge in employee performance appraisal; (4) the management 

uses promotions, training, study opportunities, hotel coupons, or other forms of 

recognition to reward employees’ contributions to the development of organizational 
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knowledge; and (5) employee successes or self-achievements, such as winning 

cooking contests or speech invitation from commercial and public sectors, are 

systematically collected and recorded as evidence of knowledge development. Overall, 

measurement of performance refers to recognizing and measuring the efforts of 

employees towards the contribution of knowledge to an organization. In hotels, 

compliments, awards, appraisal, and recognition were the identified indicators of 

measuring KM performance. 

Moreover, when measuring the outcomes of KM, Kaplan and Norton (1996a, 

1996b) suggested that performance indicators should be linked to a business vision of 

achieving an integrated and strategic management approach to the overall benefits of 

an organization. The effectiveness of KM strategies should be measured according to 

the business objectives (del-Rey-Chamorro et al., 2003). Hoteliers must pay attention 

to the linkage between company vision/objectives and the measurement of KM 

performance. The measurement scale currently does not include any items on this 

aspect, thus the measurement scale should be improved. 

 

7.1.1.6 Communication 

Communication was measured by three items: (1) managers and employees 

participate in cross-departmental meetings; (2) the organization has developed various 

channels for listening and consultations; and (3) the organization has developed one-

to-one mentorship programs to help employees learn better and transfer tacit 

knowledge. Thus, communication refers to the enhancement of communication 

quality through channels of cross-departmental meetings, listening and consultations, 

and mentorship programs. 

However, important KM practices such as chief knowledge officer(s), or 
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designated staff for information and knowledge flows (so-called knowledge manager) 

were eliminated during the CFA process. In particular, CKO is symbolic of KM 

practice. Such results indicated that CKO or designated staff for information flows 

was not significantly correlated with the communication domain in hotels’ 

implementation of KM strategies. The results implied that the practice of CKO did not 

explain the phenomenon in the communication domain, but rather that it was a unique 

and important indicator in the implementation of KM strategies. 

 

7.1.1.7 Relationship 

 “Relationship” was assessed on three items in the final scale. They were: (1) 

the organization utilizes employees’ relationship network; (2) the organization utilizes 

customers’ relationship network; and (3) the organization utilizes business partners’ 

relationship network. As a result, the underlying factor, ‘relationship’, was explained 

by the relationship utilization. Bonds between a company and its employees, 

customers, and business partners were eliminated in the first stage of CFA; managers’ 

perception of the significance of relational assets was further eliminated in the second 

stage of CFA. Such results revealed that both concepts of level of bonds between 

different parties and managers’ perceived significance of relational assets were 

statistically different from the concept of relationship utilization. 

To summarize, KM strategies are about how an organization uses KM methods, 

activities, tools, processes, and practices to achieve business objectives by leveraging 

its people, resources, and business. The literature suggested that KM strategies include 

practices and behaviors categorized into four domains: culture, leadership, technology, 

and measurement of performance (American Productivity and Quality Center, 2001; 

Coukos-Semmel, 2002; Davenport, 1999; Davenport & Prusak, 1998; O’Dell & 
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Grayson, 1998a, 1999). However, empirical results did not support the four-

dimensional conceptual KM strategy implementation. The culture domain was 

diverged into two distinct factors labeled as learning and sharing culture and 

organizational culture. In addition, two new dimensions, communication and 

relationship, were derived during qualitative research and confirmed in the final scale. 

As a result, the development of the seven-construct KM scale not only enriched 

academic literature but also offered a practical guide. The list of measurement items 

could enhance hoteliers’ understanding of the components of KM strategies and the 

scale could be used by hotel operators to access their implementation of KM strategies. 

 

7.1.2 Examining the Implementation of KM Strategies in the Hotel Industry 

Table 7.1 summarizes the means and standard deviations of the seven-domain 

KM strategy implementation in the surveyed hotels. The findings indicated that the 

implementation of KM strategies in the hotel industry in Taiwan was generally 

considered to be sub-standard, with ratings only slightly above the midpoint of the 

scale. Thus, the surveyed hotels may be at an infant stage of their KM strategy 

implementation. In other words, the role of KM as a major stream of management 

strategies was not evident in the hotel industry in Taiwan. Such results confirmed the 

findings of Yang and Wan (2004) that major obstacles inhibited the effectiveness of 

the KM implementation process in hotels in Taiwan. Barriers to the implementation of 

KM strategy are worthy of examination in future studies. 

 Organizational culture received the highest rating, following by leadership, 

measurement of performance, learning and sharing culture, relationship, 

communication, and technology. The relatively low rating in communication and 

technology underscores the need for improvement in these two areas. Although the 
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poor rating in technology confirmed the “labor intensiveness”, “people business”, and 

“service oriented” nature of the industry, attention must be given to enhance the 

quality of communication through cross-departmental meetings, listening and 

consultation channels, and one-to-one mentorship programs. 

 

Table 7.1: Means and Standard Deviations of the KM Strategy Implementation 

(N=300) 

Construct Mean Standard 
Deviation 

Organizational Culture 5.60 1.21 
Leadership 5.24 1.14 
Measurement of Performance 5.23 1.35 
Learning and Sharing Culture 5.18 1.13 
Relationship 5.14 1.23 
Communication 4.72 1.37 
Technology 4.61 1.51 

Note: The scale ranges from 1 (strongly disagree) to 7 (strongly agree) 

 

7.1.3 Re-validating an Existing MO Scale in a Hotel Context 

MO was assessed by the revised MARKOR scale in three dimensions: a) the 

generation, b) distribution, and c) use of market intelligence in response to customer 

and competitor influences (Kohli & Jaworski, 1990; Kohli et al., 1993). The initial 

model of the revised 20-item MARKOR scale had a poor fit. Based on the cross 

loading criteria, five items were eliminated during the CFA process. The final scale 

containing 15 items fitted the data very well. All three dimensions of the final MO 

construct appeared to be significantly correlated. This was anticipated as they are all 

measurements of their corresponding construct, MO. Quality of the finalized MO 

measurement model was assessed through reliability tests, and results indicated that 

the 15 retained indicators were significantly related to their specified dimensions, 

verifying the stated relationships among indicators and construct. With the convergent 

validity of the indicators for each domain and the discriminant validity of three sub-
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constructs used in the revised MARKOR scale tested, the finalized 15-item 

MARKOR scale measuring MO capabilities in hotels was re-validated. 

The level of MO capabilities among surveyed hotels was rated favorably, with 

all ratings well above 5.00 on a 7-point Likert-type scale (see Table 7.2). Among the 

three subscales assessed, responsiveness of market intelligence was rated the highest 

(M=5.48), followed by market intelligence dissemination (M=5.30) and market 

intelligence generation (M=5.27). It was encouraging to find that hoteliers in Taiwan 

have adopted marketing philosophy and techniques within their businesses to quite a 

large extent. The findings also revealed that hotels are market-oriented. 

 

Table 7.2: Means and Standard Deviation of the MO Capabilities (N=300) 

Construct Mean Standard 
Deviation 

Market Intelligence Generation         5.27 1.29 
Market Intelligence Dissemination 5.30 1.30 
Responsiveness to Market Intelligence     5.48 1.17 
Note: The scale ranges from to 1 (strongly disagree) and 7 (strongly agree) 

 

7.1.4 Hotel Performance and Characteristics 

 Hotel performance was evaluated by three measures: a) overall hotel 

performance; b) room performance; and c) food and beverage performance. Overall 

performance was measured on managers’ subjective evaluations of their hotel 

performance. Both room and food and beverage performance measures were based on 

objective performance evaluations. 

 

7.1.4.1 Overall Hotel Performance 

 The overall hotel performance construct was borrowed from the multiple 

performance measures grounded in the profit impact of market strategy (PIMS) 
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studies by Buzzell and Gale (1987) and Kotabe et al. (1991); and validated by 

Deshpande et al. (1993). The overall hotel performance combined four self-

evaluations of profitability, size, market share, and growth rate in the last three years, 

compared to those of the key competitors. However, results of the SEM did not 

provide support for this four-item measurement model. The item, size of hotel, did not 

load higher than the cut-off point (.70) on the hotel performance construct. Such a 

weakly loaded item was eliminated. The results demonstrated that hotel performance 

was not correlated with the size of the hotel and small-scale hotels could also enjoy 

good business performance. 

 All mean values of the hotels’ self-evaluated performance measures were 

found to be less than 5.00 on a 7-point Likert-type scale. Among the three validated 

hotel performance indicators, the market share was rated most highly (M=4.85), 

followed by profitability (M=4.84) and speed of growth (M=4.75). Although the 

means were not very high, they still implied that many respondents tended to evaluate 

their hotel performance favorably over their competitors. 

 

7.1.4.2 Room Performance 

The average yield statistics among the surveyed hotels during the 3-year 

survey period was unsatisfactory, at only .30. Such results revealed that surveyed 

hotels did not make good use of yield/revenue management principles. One reason for 

this might be the lack of knowledge in yield management by operators in most 

surveyed hotels. Since most research examined yield management was on a 

conceptual/theoretical basis (e.g., Kimes & McGuire, 2001; Quain et al., 1999), 

empirical research on yield management was scarce. No studies were found to 

examine hotels’ yield performance on a 3-year basis. In addition, an inspection of the 

 258



range of yield statistics (from .07 to .53) indicated that room performance varied 

greatly among surveyed hotels. Some hotels performed yield management to a 

moderate extent; while others seemed to practice yield management minimally. In 

order to fully promote the use of yield management, the Tourism Bureau of Taiwan 

and the Hotel Association of The Republic of China should take responsibility in 

providing necessary training and workshops to enhance industry practice and assist 

hoteliers in maximizing their revenue. 

 

7.1.4.3 Food and Beverage Performance 

The average food and beverage revenue per square meter during 2001 to 2003 

was US$2,166, with a range from US$79 to US$5,595. It was not surprising that a 

relatively high standard deviation was found for the average food and beverage 

revenue per square meter (SD = 1,483), indicating a wide range of performance in this 

area. For example, constrained by the capacity of food and beverage dining facilities, 

small-scale hotels may not be able to take on large volume food and beverage 

businesses. 

 

7.1.4.4 Organizational Characteristics 

The findings indicated that 17.6% of surveyed hotels were opened in 1969 or 

earlier, whereas 21.5% were opened in 2000 or later. Approximately one-quarter of 

the surveyed hotels were opened during the 1980s (25.5%). In addition to the large 

variation in years of hotel operations, size of the surveyed hotels also varied to a great 

extent. The average number of rooms was 268, with the smallest of the surveyed 

hotels having 47 rooms and the largest, 856 rooms. Therefore, based on the size of 

surveyed hotels’ profile, it was suggested that the Tourism Bureau of Taiwan should 
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make immediate efforts to re-define the term, “tourist hotels” under supervision, or to 

re-categorize hotel groups to better fit the global assessment of diamond- or star-

ratings. 

 

7.1.5 Examining the Relationships among KM, MO, and Hotel Performance in the 

Full Structural Model 

Results were consistent across all three final structure models. Three hotel 

performance models were investigated: overall hotel performance, hotels’ room 

performance, and hotels’ food and beverage performance. SEM supported the validity 

and reliability of the KM and MO measurement models developed and tested in this 

study. In addition, significant relationships between MO to KM, and between MO and 

hotel performance in the structure model for overall performance, room performance, 

and food and beverage performance were supported. However, MO was found not to 

have indirect effects on HP. In other words, KM did not have a direct effect on hotel 

performance. The mediating role of KM was not applicable to all three final structure 

models. 

Therefore, three interesting points were made based on the results found in the 

present study. First, the results not only demonstrated that MO exerted a higher 

influence than KM on hotel performance, but also implied that there might be other 

factors influencing the path and structure of the proposed model which were not 

examined in the present study. 

Second, the results also indicated that the influences of KM and MO on 

overall hotel performance are the same for room and food and beverage performance. 

That was to suggest that the resulting three-item subjective performance measures 

were consistent with objective measures. A possible rationale for such a result was 
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that survey participants reflected their hotels’ actual financial performance when 

asked to evaluate their business performance on a self-evaluated survey.  This 

explained why similar results were obtained across all three final structure models. 

Thus, it was concluded that the resulting three-item subjective indicators (profitability, 

market share, and speed of growth) were as reliable as objective judgments (room and 

food and beverage performance), providing that survey respondents present an honest 

assessment of their hotel’s performance. 

Third, as for the impact of KM and MO on hotel performance, the results 

showed that the performance of the rooms department model did not differ from the 

food and beverage department model. In terms of revenue source, rooms and food and 

beverage departments are the two largest departments in a hotel. An indication of 

interdepartmental collaboration was therefore evident among the surveyed hotels. 

Interdepartmental collaboration refers to the consistency of management practice 

among departments within an organization. As mentioned in the review of literature, 

both KM and MO are continuous management processes that require cooperation 

across all departments. For any management process to be effectively implemented, it 

must first be adapted at the departmental level. Department managers must first 

ensure that such internal management process performs its role in affecting 

performance at a departmental level. Only when this is enforced, can further impact 

on the overall OP be expected. Thus, the results implied that the implementations of 

both KM strategies and MO capabilities were equally emphasized not only in relation 

to room departments but also in relation to food and beverage departments. 
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7.1.6 Results of Individual Path Analysis with Latent Variables 

Although the effect of KM on hotel performance was not evident in any of the 

three performance models in the structural analysis, all sets of hypotheses were 

supported in the path analysis. Results of the path analysis indicated that three 

significant causal relationships, from KM to HP, from MO to HP, and from MO to 

KM, were evident across all three performance models (overall performance, room 

performance, and food and beverage performance). The mediating role of KM on the 

effect of hotel performance was also supported in the hypotheses testing. 

In the individual path analysis of KM-HP, there existed a significant and 

positive relationship between them across the three performance models (see Figures 

6.8, 6.9 and 6.10). However, when MO was added to form a full structure model, the 

relationship between them disappeared (see Figures 6.3, 6.5, and 6.7). That means the 

relationship between KM and HP was cancelled out by MO. In addition, results of the 

individual path analysis of MO-KM-HP supported that the effect of MO on HP was 

mediated by KM across the three performance models (see Figures 6.15, 6.16, and 

6.17). However, the mediating role of KM was not evident in the three finalized full 

models; different aspects of HP were only directly affected by MO (also see Figures 

6.3, 6.5, and 6.7). 

As mentioned earlier, a full SEM process is different from a subsequent 

individual path analysis because it looks into the multiple interrelated dependent 

relationships at the same time and composes of more than one individual path analysis 

with latent variables. With a high correlation between KM and MO found in this study, 

it was obvious that there was a suppression effect involving KM, MO, and HP. Such 

suppression effect explained why some constructs were related in the individual path 

analyses but not in the full SEM. 
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7.1.6.1 The Relationship between KM and Hotel Performance 

 The success of a firm comes from hard work and the right strategies. Improved 

corporate performance could have been derived from the application of KM because 

such practice helps protect organizational knowledge from imitation or appropriation 

by competitors (Grant, 1996; Kogut & Zander, 1992; Liebeskind, 1996; Teece, Pisano, 

& Shuen, 1997). Consistent with previous studies, empirical findings of the present 

study supported that KM strategies could improve the performance of hotel businesses 

through competitive advantages. Thus, hypotheses H01a, H01b, and H01c were 

supported. 

 

7.1.6.2 The Relationship between MO and Hotel Performance 

Results of the empirical study supported a positive effect of MO on OP and 

such results help to solidify the role of MO as a major marketing concept. The results 

also demonstrated one unique feature of the hotel industry: the market-oriented 

businesses. Hence, H02a, H02b, and H02c were supported. 

 

7.1.6.3 The Relationship between KM and MO 

The findings indicated that the correlation between KM and MO was very 

high with an Alpha of .92. Such a result confirmed one of the findings in Chien et al. 

(2005a) that the more a company is market-oriented, the more likely it is to perform 

KM. The MO-to-KM effect was statistically evident in the present study. Although 

evidence of discriminant validity supported that KM and MO measured in the present 

study are two different constructs, there is a need for researchers to further explore the 

possibility of partial correlations between KM and MO. 

Partial correlation is the correlation of two variables while controlling for a 
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third or more other variables (Hair et al., 2002). Based on the surveyed hotels’ profile, 

organizational characteristics in terms of years of hotel operations and size of a hotel 

varied to a great extent. Therefore, tests of partial correlation will be required in future 

studies, while controlling variables of years of hotel operations and size of hotel. 

 

7.1.6.4 The Mediating Role of KM on the Effect of MO on Hotel Performance 

Results of the study showed that the effect of MO on hotel performance did 

pass through the internal management process, KM. In other words, the impact of MO 

capabilities on hotel performance was mediated through KM. Results of the study 

demonstrated that market-oriented companies are more likely to be KM-oriented, and 

hence, result in a better business performance. Hotel operators must seriously consider 

the implementation of KM strategies to be competitive in the marketplace for the 

following two reasons. 

First, KM can help maximize the investment in the marketplace. KM helps 

hotel operators clarify customers’ needs and wants and to further innovate products 

and services to attract and satisfy customers who bring revenues to their hotels rather 

than to their competitors. KM helps turn information into actionable knowledge and 

make available in a usable form to the individuals who need it and can apply it to 

solving problems (Angus, Patel, & Harty, 1998). It is, therefore, relatively important 

for hotel operators to adopt KM in analyzing both market trends and competitors’ 

strategies and to further adjust their own marketing strategies and make necessary 

changes. 

Second, KM can help protect a firm’s intellectual capital because KM is a 

strategic and systematic approach to capitalize on what an organization knows (Knapp, 

1998). Nowadays, with advanced and speedy technology and mass media, new 
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products and services can easily be copied by competitors in the market. While 

cultivating a knowledge sharing culture within an organization, it is also necessary to 

protect critical knowledge which is essential to core competencies of an organization. 

One must know that KM is not just about knowledge sharing, it also refers to 

knowledge capture, storage, retrieval, creation, and application. KM is used to 

generate and protect organizational knowledge rather than lose it. Only through this 

continuous KM process, can market-oriented hotels maintain their competitive 

advantages and retain good levels of performance. 

 

7.1.6.5 Expert’s Concern About the “Relationship” Dimension 

Results of the qualitative study suggested the establishment of the relationship 

domain in the implementation of KM strategies. Quantitative analyses through CFA 

confirmed that the relationship domain explained the utilization of relationship 

networks between the companies and their employees, customers, and business 

partners. Although one expert reviewer pointed out that the “relationship” factor may 

not be an indicator of KM strategy implementation, results of goodness-of-fit indices 

indicated that the seven-domain KM scale (χ2 = 255.81, df=231, p=.12586, 

RMSEA=.019, GFI=.91, AGFI=.88, CFI=.99) had a better model fit than the six-

domain KM scale (χ2 = 196.85, df=174, p=.11308, RMSEA=.021, GFI=.91, 

AGFI=.88, CFI=.99). Hence, the relationship domain was retained in the 

implementation of KM strategies. 

 

7.2 Summary 

Through a seven-stage research process, the four research objectives were 

achieved. Not only was a 24-item scale assessing the implementation of KM strategies 

 265



developed but also was a finalized 15-item MO scale re-validated in a hotel context. 

This study explored and confirmed two additional dimensions: relationship and 

communication, which were not included in previous KM strategy implementation 

studies. Five MO items which were found to be cross-loaded during CFA were 

eliminated and as a result, a more concise scale which explained hotels’ market 

intelligence generation, dissemination, and responsiveness was established. In 

addition, current KM practices in the hotel industry in Taiwan were discussed in the 

chapter. Most importantly, the findings gave clear indications that would allow 

interested parties such as hotel operators, consulting firms, students, and scholars to 

understand more about the implications of KM strategy implementation and MO 

capabilities on hotel performance. 
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CHAPTER 8: CONCLUSIONS AND IMPLICATIONS 

 

This chapter summarizes the present study. Section 8.1 gives an overview of 

the entire study. Section 8.2 evaluates the achievement of the research objectives. 

Section 8.3 attempts to interpret in terms of academic contributions and managerial 

practices. In addition, limitations of this research and suggestions for future studies 

are presented in Sections 8.4 and 8.5. Summary and concluding remarks are presented 

at the end of the chapter. 

 

8.1 Overview 

In contemporary strategic management theories, knowledge takes a central 

position (Kalling & Styhre, 2003). Knowledge has become one of the most important 

sources of competitive advantages (Drucker, 1993). In this study, the definition of KM 

is the management function that captures, locates, or creates knowledge gained by 

individuals and spreads to others in the organization for the long-term benefits of the 

organization. KM strategies refer to the organizational practices and tactics that are 

associated with enabling the KM process (i.e., identifying, generating, storing, 

disseminating, sharing, using/re-using, and creating knowledge). KM has been 

identified as a key success factor in most industries today because the goal of KM is 

to improve organizational capabilities and the efficiency of the implementation of 

organizational strategies while consistently using knowledge as a resource (Gronau, 

2002). 

Despite the popularity of KM in other industries, hotel-specific concerns have 

been largely neglected in the literature and KM has just rudimentarily been 

implemented in hotels (Bouncken, 2002). In hotels, product and service quality 
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depends strongly on the ability of management executives to acquire, develop, 

accumulate, and distribute knowledge assets. This is the reason why KM seems to 

play an important role in hotel management. Besides, hoteliers are well-known for 

their high demand of customer service that may support an inductive conclusion that 

their firms are market-oriented. The need for this research derived from: a) conceptual 

and empirical developments by Kohli and Jaworski (1990), Narver and Slater (1990), 

and Kohli et al. (1993) in MO; and b) the conceptual development by Nonaka and 

Takeuchi (1995) in KM. However, advancements by these separate developments 

remain disconnected, while the obvious synergy of MO-KM formulations sought for 

integration. This intuitive linkage needed both conceptual development and empirical 

testing, especially in industries other than manufacturing consumer goods. Thus, this 

study has attempted to fill this gap. 

This study aimed to investigate the linkage among KM strategies, MO 

capabilities, and OP in the hotel sector. This was an empirical study conducted on the 

hotel industry in Taiwan. By adopting both qualitative and quantitative research 

methods, this study a) developed a new instrument designed to measure seven facets 

of assessing KM strategy implementation in the hotel sector ; b) examined the 

implementation of KM strategies in the hotel industry; c) re-validated an existing MO 

scale in a hotel context; and d) identified the relationships among KM, MO, and hotel 

performance. 

 

8.2 Achievement of Research Objectives 

Before the implementation of KM strategies in the hotel industry could be well 

understood, a KM measurement scale for hotel use was developed by obtaining 

extensive insights from hotel executives on the practice of KM strategies. The 
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development of an assessment instrument to measure KM strategy implementation 

was intended to facilitate the monitoring process that assists hoteliers in their 

understanding and application of the management of organizational knowledge. Based 

on the results of qualitative research, a framework was proposed to assess the 

implementation of KM strategies in the hotel industry. A total of six key management 

strategies (culture, leadership, technology, measurement of performance, 

communication, and relationship) that would enable a firm to manage its 

organizational knowledge were identified as the domains of KM. An initial set of 65 

items from focus groups of 10 hotel practitioners was generated, with 69 items 

resulting after the expert judges’ review. 

Following the qualitative techniques, a survey design of a quantitative research 

was used. Both primary data and secondary data were used in this study. The MO 

construct was measured by the organization-wide information generation and 

dissemination, and appropriate response related to current and future customers’ needs 

and preferences. Hotel performance was examined from three different perspectives: a) 

overall hotel performance; b) room performance; and c) food and beverage 

performance. The overall hotel performance measures were subjective evaluations 

while a) the room and b) the food and beverage performance evaluations were 

objective measures from secondary data. A cross-sectional survey design with a self-

administered questionnaire measuring KM, MO, and subjective performance was 

adopted to collect the primary data for this study. The sample was drawn from 

managers of tourist hotels in Taiwan. Secondary data were obtained from the Tourism 

Bureau of Taiwan (2005b) and the Hotel Association of The Republic of China (2004).  

A total of 396 useful cases from 51 hotels were analyzed in the study. The 

present study adopted Gerbing and Anderson’s (1988) strategy of two-stage modeling, 
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in which one first assesses the fit of the measurement model and then moves to a 

consideration of structural model. Two stages of CFA provided strong evidence of the 

reliability and validity of the KM scale developed in this study. In terms of the re-

validation of an existing MO measurement model, goodness-of-fit statistics indicated 

that the data did not fit well in the original 20-item MARKOR scale. As a 

consequence, a final scale containing 15 items was yielded. In addition, the 

relationships among KM, MO, and hotel performance in three types of measures were 

tested. Analyses of SEM in the three structural performance models further supported 

the validity and reliability of three measurement models, KM, MO, and hotel 

performance. Goodness-of-fit statistics indicated that the data fit very well across the 

three final models. 

It is expected that the results of the focus group interviews and expert reviews, 

and more importantly, three resultant scales, KM, MO, and hotel performance, 

developed and/or re-validated through quantitative analyses will provide a strong 

theoretical foundation for future studies. In addition, results of the study will serve as 

a practical guide for measuring KM strategy implementation, MO capability, and 

hotel performance, thereby providing insights into the relationships among KM, MO, 

and hotel performance. 

 It should be noted that for the purpose of testing the hypotheses, the selection 

of analysis methods is of paramount importance. In the current study, the results of 

hypothesis testing were not the same in the two tests conducted: the full structural 

model and the individual path analysis (see Table 8.1). 
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Table 8.1: Results Comparison of the Tests of Hypotheses 

Hypotheses Testing Full Structural Model Individual Path Analysis 

H01: Effect of KM on HP Not Supported Supported 

H02: Effect of MO on HP Supported Supported 

H03: Effect of MO on KM Supported Supported 

H04: KM as a Mediator 
between MO and HP 

Not Supported Supported 

  

 Two analysis methods were used to investigate the four sets of hypotheses. 

The full structural model test composed of the four hypotheses testing and examined 

the multiple interrelated dependent relationships at the same time. On the other hand, 

the individual path analyses with latent variables investigated only one path at a time. 

As shown in Table 8.1, different methods produced different results in the tests of 

hypotheses. One would question which method is reliable. Although a suppression 

effect involving KM, MO, and HP might explain why some constructs were related in 

the individual path analyses but not in the full structure model, future researchers 

should be more careful when adopting a SEM approach. 

  

8.3 Implications 

Implications of the study are classified into two categories. They are academic 

contributions and managerial implications. 

 

8.3.1 Academic Contributions 

 In fulfilling objective one, a 24-item scale, representing the functional 

dimensions of seven KM strategy implementation components, was developed. This 

scale showed strong internal reliability and displayed both convergent and 
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discriminant validities. No previous scales were found to be statistically reliable or 

valid in measuring the implementation of KM strategies. The first contribution of this 

study would be that this new 24-item scale was developed with seven dimensions and 

helped to pinpoint salient components in KM, and to identify areas for further 

improvement. Two new dimensions, communication and relationship, were added in 

addition to the current state of knowledge in the implementation of KM strategies, 

because previous studies mainly focused on the areas of culture, leadership, 

technology, and measurement of performance (American Productivity and Quality 

Center, 2001; Coukos-Semmel, 2002; Davenport, 1999; Davenport & Prusak, 1998; 

O’Dell & Grayson, 1998a, 1999). 

 A finalized 15-item scale, measuring MO capabilities, was also re-validated 

for hotel use. The findings from CFA provided support for the three-dimensionality of 

MO: organizational-wide generation of market intelligence, dissemination of the 

intelligence across departments, and organizational-wide responsiveness to 

intelligence, which was first developed by Kohli et al. (1993) with 20 items. The 

second contribution of this study would be that the MO scale re-validated in this study 

can be used by researchers in furthering knowledge of MO in a hotel context. 

 Findings of the three finalized performance models indicated that the two 

objective performance measures were as reliable as the subjective performance 

evaluations. The methodology employed in this study provided a comprehensive and 

focused evaluation of hotel performance. Thus, this study also contributed to the 

current research by empirically examining both room and food and beverage 

performance at the industry level. 

 The fourth contribution of this study was to conceptually and empirically 

differentiate KM from MO. Results of the study clearly showed that they are two 
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distinct constructs. The importance of considering the relationship between KM and 

MO had not been addressed in previous studies. Previous marketing and management 

researchers had not explored this line of inquery. The present study opened a new and 

promising ground for those who are interested in more fully understanding the 

constructs of KM and MO. 

 The results of the present study also demonstrated that the different analysis 

methods would lead to different results. Thus, the fifth contribution of this study was a 

methodological implication. The results of the study called for caution in the use of 

SEM. Future researchers shall be aware of the differences between a full structure 

model test and individual path analysis with latent variables when they adopt a SEM 

strategy. 

 

8.3.2 Managerial Implications 

As mentioned earlier, the study provided insights for the measurements of KM 

strategy implementation and MO capabilities. The development of a measurement 

scale of KM strategies and the re-validation of an MO scale for hotel use provided 

hoteliers a simple tool that can be used to measure their implementation of KM 

strategies and so be able to better position themselves in the competitive marketplace. 

The conceptualization and operationalization of a KM scale as a seven-dimensional 

construct made it possible for hoteliers to assess the implementation of KM strategies. 

With this new scale, the hotel industry would be able to perform a holistic check on 

the implementation of KM strategies. The MO scale that was re-validated for this 

study can also be used by hotel practitioners who prefer simple measures which 

require less time to complete but are still interested in more fully understanding their 

MO capabilities. 
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Based on results of the study, several suggestions for hotel operations are 

provided. First, supporting all activities related to internal management process is the 

responsibility of every organization member, rather than being confined to certain 

specialized departments. In order to broaden appreciation of KM and MO in hotel 

operations and management, cross-organizational management and collaboration 

should be encouraged and maintained. 

Second, for KM and marketing practitioners, the findings validated the long-

held belief that both KM and MO are critical success factors for business performance. 

The KM scale developed and the MO scale adapted and re-validated in the present 

study provided a starting point for management to assess the level of KM strategy 

implementation and MO capabilities of a hotel. Because an indication of 

interdepartmental collaboration was evident in this study, it was concluded that the 

role of KM specialists is as important as that of marketing specialists. Hotels wishing 

to improve their performance need specialists constantly to monitor their internal KM 

processes and MO capabilities. 

Third, the developed KM scale and the re-validated MO scale could be used as 

a diagnostic tool to identify areas where specific improvements are needed, and to 

pinpoint good aspects of the management process that require rewards, compliments, 

or promotion. That is, the scales provide a measure to assess the strengths and 

weaknesses of a hotel’s KM and MO. In addition, the hotel performance scales 

created (both room and food and beverage performance) and verified (overall hotel 

performance) in the study can be used to gauge OP in hotels. In order to make such an 

exercise meaningful and useful, results of the study can be used as a benchmark for 

future comparison. Periodic measurements are needed to help managers track changes 

over time. 
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Fourth, in addition to aiding in the monitoring process, the seven components 

in the KM measurement scale can serve as training topics by helping human resources 

managers to develop appropriate training programs that can help improve staff’s 

understanding of the activities involved in the implementation of KM strategies. 

Furthermore, top management can use the areas represented in the scale to develop 

relevant and effective business strategies and tactics. Functional mangers can also use 

this scale to set clear policies that consider KM as a necessary and essential business 

process rather than becoming a burden to the staff. 

Fifth, the present study demonstrated that yield statistics is a useful and 

reliable calculation in measuring hotel performance. 

 Sixth, although the technology and communication domains received 

comparatively low mean ratings among the seven constructs of the KM strategy 

implementation assessed, necessary actions should be taken to improve the situation. 

To enhance technology utilization, hotel owners and operators are encouraged to 

invest in IT for two reasons. The first reason is that diffusion of technologies has 

enabled the turning of complicated information into actionable knowledge. One 

application would be data mining systems. Data mining systems are very useful for 

hoteliers as it can generate collective knowledge (such as past sales records) and 

further analyze customers’ needs, preferences, and styles to meet customer 

expectations. The other reason to urge an investment in IT is that the world and the 

way people do businesses are today subject to globalization. IT enhances 

communication and with the establishment of Intranet within an organization, for 

example, large-scale companies such as multi-national companies are able to 

communicate and share information among offices. Therefore, the Intranet has 

become one of the most significant tools for knowledge sharing and transferring. 
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The management should also pay more attention to the importance of 

communication because communication is one of the most effective ways to gain the 

support and trust from employees across all departments within an organization. 

Communication channels, such as inter-departmental meetings, listening and 

consultations, and mentorship programs, which should all be encouraged and 

promoted. When a culture of trust and adequate communication channels is built, 

communication barriers between employees and employers, or between various 

departments, can be gradually reduced. 

Finally, in order to prepare future practitioners, it is necessary for academia 

interested in the hospitality and tourism sectors to become proactively involved with 

KM and MO and to recognize the importance of incorporating KM and MO into any 

hotel management curriculum. This will involve more than choosing to include KM 

and MO as a topic or chapter of a text. Rather, the roles of the two management 

approaches in hospitality and tourism organizations and their complementary nature 

must be recognized. Traditionally, hospitality and tourism education in management 

and marketing has aimed primarily at students or practitioners of certain specialized 

organizational functions, for example front-of-house management such as front office 

management and restaurant management, and back-of-house management such as 

financial and accounting, and marketing strategies in advertising, promotion, product, 

price, and distribution management, where emphasis is placed on functional practices. 

Because the present study demonstrated strong evidence of a positive relationship 

between KM and hotel performance, and between MO and hotel performance, both 

the KM and MO management approaches will be useful to guide hotel students’ 

values and attitudes toward their future works. Thus, in order to prepare future 
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practitioners, an organization-wide focus on both management approaches should be 

addressed in the hotel management curriculum. 

 

8.4 Limitations 

Both the applications of the KM scale developed and the MO scale re-

validated in this study assisted in documenting the management and marketing 

practices in the hotel industry. In addition, three final models provided insights into 

the management of knowledge in hotel establishments and its relationship with MO 

and hotel performance. Despite the contributions that this study has made, the study is 

not without limitations. A number of limitations are identified in the following 

paragraphs. 

First, the present research is a cross-sectional study. KM activities may change 

over time. This implies that the measurement scale may need to be revised as hotels 

become more KM oriented. For example, an important element of KM, hiring a CKO 

or Knowledge Manager, was not included in the final KM scale, which maybe due to 

the immaturity of KM practices in the hotel industry at the present time. Such a result 

may be a limitation of the present study and suggest cautions on the issue for future 

studies. 

Second, this study may not include a comprehensive assessment of the 

consequences of an MO. Antecedents of MO were not tested in the current study 

because it was not an objective of the present study to assess both internal managerial 

and external environmental influences on MO. In addition to business performance, 

customer and employee responses were suggested by Kohli and Jaworski (1990) as 

consequences of an MO. Due to time and resource restrictions, it was not an objective 

of the present study to assess the effect of MO from either customers’ or frontline 
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employees’ point of views. Thus, this presents a limitation of the study. 

The third limitation is a possible KM→MO relationship, which was not tested 

in the present study. The present study adopted Chien et al.’s (2005a) qualitative 

research in the model formulation of MO→KM. Chien et al.’s (2005a) study was set 

up based on two focus groups which consisted of only 10 people. Were the four sets of 

hypotheses tested in the present study included all the possible relationships among 

KM, MO, and hotel performance? The number and quality of available resources 

could be a limitation on the precision of results. Thus, there might be a KM→MO 

effect. 

Fourth, the results of the study may not be generalized to other populations or 

across cultures, since the theoretical KM model developed in the study was tested by 

only data collected from hotels in Taiwan. It is possible that there may be different 

underlying dimensions of KM in other Asian or Western countries which were not 

included in the survey. The impact of KM and MO on hotel performance may be 

different in different cultural and social contexts. 

Despite these basic limitations, it is argued that this study is useful in leading  

further theoretical and empirical research into KM, MO, and OP. 

 

8.5 Future Research 

Given the exploratory and pioneering nature of the research, this study only 

stayed within the scope of the proposed model, leaving much room for future research 

in this direction both conceptually and empirically. Specifically, several directions can 

be provided for future research. First, generalizability is the extent to which the scale, 

and therefore scale items, can be generalized across different segments (or sub-groups) 

of the population (Netemeyer et al., 2003). Interviews with key industry analysts are 
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suggested as a good method for further scale validation or verification (Kohli et al., 

1993).  Therefore, with respect to the generalization issue of the research, the finalized 

model could be further verified by KM researchers, industry practitioners, and people 

belonging to a community of KM, to provide critical and constructive feedback to the 

study. 

Second, due to the small sample size of focus groups and cross-sectional 

design, further research is required to cross-validate or challenge the KM 

measurement scale developed in the study. This might be achieved by replicating the 

present study with different samples in order to refine existing factor structures and 

indicators. The hotel industry in other countries or regions might be the choice for 

cross-validation. 

Third, it is argued at the beginning of this study that the hotel industry is a 

unique business that possesses its own unique characteristics in the business process. 

Comparative studies can be conducted in other industries or different sectors of the 

tourism industry to further verify the differences and similarities. Moreover, as the 

globalization of world markets accelerates, cross-cultural management is becoming 

regarded as one of the most important issues for multinational companies. Another 

potential research topic would be the cross-cultural comparative analysis of KM 

strategy implementation and MO capabilities between countries or cultural groups. 

Objective performance indicators such as profits, ROA, and ROI can also be 

examined in cross-cultural comparative studies. 

Fourth, the level of KM strategy implementation found among surveyed hotels 

may be unsatisfactory for most KM practitioners or supporters. Since the mid-1990s, 

the new management approach, KM, has been introduced to improve OP. However, 

the advantages and disadvantages of such a new concept are still not clearly identified 
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for the hotel industry. In particular, research to examine the barriers faced when 

facilitating KM strategies in hotels is needed. Moderating factors such as years of 

operations and size of company should be taken into account for further investigation. 

From a long-term perspective, there will be a need for longitudinal research to 

examine the internal KM processes influencing OP. 

Fifth, although the results of individual path analyses provided quantitative 

evidence as to the mediating role of KM on the effect of MO on hotel performance, 

the proposed structure model was rejected as a result of there being no direct 

relationship between KM and hotel performance. Findings of the three finalized 

performance models in the structure analysis indicated that hotel performance was 

impacted by the two internal management processes, KM and MO, differently. Results 

of model-testing indicated that MO had a direct effect on hotel performance but not 

KM. There might be some other important factors influencing the model of MO-KM-

OP but these were not examined in the present study. Also, it is possible that KM 

might influence MO. In most SEM applications, the system is recursive with one-way 

effect, but models with non-recursive systems could have also been proposed 

(Jöreskog & Sörbom, 1993). In a non-recursive model, future researchers might be 

interested in testing the hypothesis: the effect of MO on KM is equal to the effect of 

KM on MO. 

In SEM, one important aspect of model assessment is to compare a proposed 

model with a series of competing models which act as alternative explanations to the 

proposed model (Hair et al., 2002). There may always be a better-fitting model (Hair 

et al., 2002), but no other similarly formulated model can be found in the literature to 

form competing models for the present study. In order to conceptually establish 

competing models, future research could expand the model with the inclusion of other 
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possible constructs and investigate a non-recursive model. 

 

8.6 Concluding Remarks 

In this study, a major attempt was made to investigate the link between KM 

and MO and their resulting impact on hotel performance. Chapter 1 presents the 

background, problem statements, significance, purpose, and objectives of the study, 

and definitions of terms used in the study. Chapter 2 reviews the literature that is 

relevant to the study centering on the concept and development of the three research 

constructs of concern: KM, MO, and OP. The literature review led to the model 

formulation and hypotheses among the three research constructs of KM, MO, and OP 

in Chapter 3. The research methodology for investigating the links among the three 

constructs is described in Chapter 4 as consisting of a 7-stage process in two phases: 

qualitative and quantitative research. Results of the qualitative phase of the study 

which involved two focus group interviews and seven expert reviews are presented in 

Chapter 5. The development of a KM scale, the re-validation of an existing MO scale, 

the proposed model and research hypotheses were tested in the quantitative phase of 

the study with data from both a cross-sectional mail survey and secondary data, the 

results of which are presented in Chapter 6. Discussions of the findings are presented 

in Chapter 7. The intent of Chapter 8 is to provide concluding remarks of the study, 

address the academic and managerial implications of the study, highlight the 

limitations of the study, and explore suggestions and directions for further research. 
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Appendix 1A: Focus Group Discussion Guide 

 

KNOWLEDGE MANAGEMENT STRATEGIES IN HOTELS 

 

(THE INTRODUCTION) 
I. The Pregroup Briefing (5 minutes) 

1. Greetings and self introduction by the moderator 

2. Briefing on the purpose of the research 

a. The objective (to develop items that can be best reflected the 

implementation of KM strategies in hotels) 

b. The role of focus groups in the overall research process (allow a 

panel of experts (hotel practitioners) to brainstorm  

c. The recruitment process and the characteristics of the people who 

are in the groups 

3. Methods used to gather information (the use of posters, white board, 

pens/papers; and voice recording/video recording) 

4. Ground rules 

a. There are no right or wrong answers; participants are encouraged to 

speak out what they think of the knowledge management (KM) 

practices 

b. Remind the participants that your role is facilitator for group 

discussion 

c. The moderator is not supposed to answer questions when questions 

presented by group members to you 

d. Clarify the question if group members do not fully understand it.  

The moderator can put it in another easily understood way.  The 

moderator never give example answers 

e. The moderator is to listen rather than to talk in the process of the 

discussion 

f. Strategically intervene into the unrelated topics raised by talkative 

members and redirect in the right way 

g. Encourage shy members to talk more 
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II. Debreifing (15 minutes) 

 
1. Explain the working definition of KM. 

2. Warm-up discussion: What comes to your mind when you first think of 

KM applications in hotels? 

3. Explain KM’s four theorized domains. 

4. Items to be generated shall not be limited by these four domains. 

5. The focus groups are provided with an opportunity to revise, and/or 

extend the specified domains of the KM construct. 

 

(DATA COLLECTION) 

III. Focus Group Discussion (1.5 hours) 

1. Item-generation of KM Scale for Hotel Use 

 
 

IV. The Postgroup Activity (5 minutes) 

1. Focus group participants are asked to fill in the demographic 

information sheet. 

(WRAP-UP) 

V.  The Postgroup Briefing (5 minutes) 

1. The moderator shares with the focus group some preliminary thoughts 
about what she has been learned so far. 

2. The moderator summarizes the key findings from the groups. 
3. The moderator thanks participants for their time and knowledge-

sharing and distributes the gifts. 
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Appendix 1B: Demographic Information - Focus Group Participant 
 
 
 
Please tick ( √ ) over the line before the appropriate item:  
 
1.GENDER: 

 
_____ Male 
_____ Female 

 
2. AGE: 

 
_____ 18 yr. or younger 
_____ 19-29 yr. 
_____ 30-39 yr. 
_____ 40-49 yr. 
_____ 50-59 yr. 
_____ 60 yr. or older 

 
3. MARITAL STATUS: 

 
_____ Not married 
_____ Married 
_____ Divorced 
_____ Widowed  
_____ Others 

 
4. EDUCATION: 

 
_____ 2-3 Year College (Diploma) 
_____ 4 Year University (Bachelor) 
_____ Master Degree or Above 

 
5. POSITION/TITLE: 
 

_______________________________ 
 
 
6. YEARS OF HOTEL EXPERIENCE: 
 

__________ YEARS 
 

7.  MONTHLY SALARY: 
 

_____ NT$ 40,000-59,999 
_____ NT$60,000-79,999 
_____ NT$80,000-99,999 
_____ More than NT$100,000 

 

 323



 

Appendix 2A: Screening Sheet for Expert Reviewer 
 

Implementation of Knowledge Management Strategies in Hotels 
 

The study researched the implementation of knowledge management (KM) strategies 
in hotels. The implementation of KM strategies is about how an organization uses KM 
methods, activities, tools, processes, and practices to achieve business objectives by 
leveraging its people, resources, and processes and how KM supports the 
organization’s overall mission. 
 
The following KM framework contained of 65 items which were firstly proposed by 
hotel practitioners in early April, 2005. Six key management strategies that enable an 
organization to manage its knowledge are considered as the domains of KM construct 
in this study. They are culture, leadership, technology, measurement, communication, 
and relationship. In the main survey, each KM strategy will be scored on a 7-point 
Likert-type scale, with 1 indicating that the hotel does not engage in the stated KM 
strategy at all, and 7 indicating that it engages the strategy to a great extent. 
 
INSTRUCTION: 
 
Dear KM reviewer: Please put a  
1 in the (   ) if you think the item is low in relevance to its respective construct; 
2 in the (   ) if you think the item is moderate in relevance to its respective construct; 
3 in the (   ) if you think the item is high in relevance to its respective construct. 
 
(1) In the domain of CULTURE perspective: 

1. (   ) Employees are encouraged to keep up with external marketplace changes. 
2. (   ) Employees routinely share ideas. 
3. (   ) The organization encourages a climate of openness (speak-up) and trust so 

that the organization can understand managers’ and employees’ needs and 
wants. 

4. (   ) Information hoarding is discouraged. 
5. (   ) Employees feel at ease of talking about issues, and information is allowed 

to easily flow up, down and across the organization. 
6. (   ) Employees like to help each other, even if they are in different functional 

areas. 
7. (   ) Problems or errors are openly discussed and solutions are shared. 
8. (   ) The organization encourages learning and re-learning. 
9. (   ) The organization promotes the use of mentors to help employees learn 

better. 
10. (   ) The organization supports employee training and development. 
11. (   ) Successful product and/or service innovations are celebrated 

enthusiastically. 
12. (   ) The organization provides employees with opportunities for action 

correction and improvement (without losing face). 
13. (   ) The physical environment is organized in a way that facilitates knowledge 

transfer/sharing (e.g., shared workspaces or open-space work areas). 
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Appendix 2A: Screening Sheet for Expert Reviewer (Continued) 
 

a) Please comment on the clarity and conciseness of above items in relevance 
to CULTURE construct 

 
 
 
 
 

 
b) Please suggest any items maybe modified in the CULTURE construct 
 

 
 
 
 
 
(2) In the domain of LEADERSHIP perspective: 

1. (   ) The organization values the dignity of people; employees are worthy of 
respect (e.g., GM meets with every recently-hired employee so that the 
employee feels his/her own importance and value in the company). 

2. (   ) The organization reinforces the hotel identity/market position. 
3. (   ) Management encourages those who find out problems to solve the 

problems. 
4. (   ) The importance of knowledge management orientation has been 

recognized by the authority (e.g., focusing on leadership and knowledge in 
customer service and customer loyalty, rather than on money-oriented 
assessment). 

5. (   ) The organization provides resources to promote the development of 
knowledge relating to the organization’s core competencies. 

6. (   ) Management possesses the knowledge in knowledge management. 
7. (   ) Management recognizes the importance of human assets. 
8. (   ) Management hires knowledgeable people; and individuals are evaluated 

and compensated for their contributions to the development of 
organizational knowledge. 

9. (   ) Employees are given the time, resources, and support to pursue new ideas 
and achieve learning goals. 

10. (   ) Management has distributed the necessary information to staff accurately. 
11. (   ) Management makes sure that the necessary knowledge has been learned 

by employees. 
12. (   ) Managers and employees are required to conduct presentations regularly 

in the area of their own expertise. 
13. (   ) Management invites outsiders for knowledge-sharing and on-the-job 

training. 
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Appendix 2A: Screening Sheet for Expert Reviewer (Continued) 
 

a) Please comment on the clarity and conciseness of above items in relevance 
to LEADERSHIP construct 

 
 
 

 
b) Please suggest any items maybe modified in the LEADERSHIP construct 
 

 
 
 
 
(3) In the domain of TECHNOLOGY perspective: 

1. (   ) The organization uses Internet and Intranet for databases; solutions; 
searching, gathering and distribution of knowledge/information; 
e-learning; and relationship connections (e.g., knowledge/information 
exchange among employees or sister hotels, cross-training). 

2. (   ) The organization uses e-mail communication. 
3. (   ) The organization uses mobile phones and short messages on mobile 

phones for communication. 
4. (   ) The organization uses video/graphics tools (e.g., video shooting for 

training purposes or video conferencing). 
5. (   ) The organization uses information systems in industry-specific 

applications (e.g., reservation systems, human resources systems, 
financial and accounting systems, and sales and marketing systems) for 
knowledge repository. 

6. (   ) Technology is seen as a means of enhancing collaborative efforts among 
managers and employees for problem-solving on both operational and 
managerial issues. 

7. (   ) Technology is used to minimize barriers of geography and time. 
8. (   ) Technology brings the organization closer to its customers (e.g., e-mailing 

customers). 
9. (   ) Technology is designed to help employees work more efficiently and 

make better business decisions. 
10. (   ) User-friendly computer systems are a priority, and they are designed for 

business needs. 
11. (   ) Information systems are updated in a timely fashion. 

 
a) Please comment on the clarity and conciseness of above items in relevance 

to TECHNOLOGY construct 
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Appendix 2A: Screening Sheet for Expert Reviewer (Continued) 
 
b) Please suggest any items maybe modified in the TECHNOLOGY construct 

 
 
 
 
 
(4) In the domain of MEASUREMENT OF PERFORMANCE perspective: 

1. (   ) Employees participate in cross-functional teams for problem-solving (e.g., 
low airport pick-up rate; low customer satisfaction in guestrooms, function 
rooms and restaurants; low employee satisfaction; or high return rate in 
direct mailing). 

2. (   ) The organization holds knowledge contests (e.g., the recognition of most 
important in-house customers; the test of regulations on personnel 
matters). 

3. (   ) The organization adopts yield (revenue) management in profitability 
measurement. 

4. (   ) Management uses various benchmarks (e.g., “best hotel of the year”, “best 
market share of the year”, or “best practice of knowledge management” 
announced by individual property, hotel associations, tourism boards, 
magazines, media, or consultant companies in certain district/area) to 
promote knowledge sharing and product/service innovation. 

5. (   ) The organization uses a set of indicators to manage knowledge, such as 
customer retention rates (for customer knowledge), employee training 
expenditures (for human capital), new products/services launched and/or 
value-added to products/services (for innovations), productivity and 
quality improvement, and time and/or cost reductions (for process 
improvement). 

6. (   ) The organization has linked indicators in statement #5 to financial 
performance. 

7. (   ) Management uses customer compliments and comment cards to reward 
employees with good performance. 

8. (   ) Management uses promotions, training/study opportunities, pay increases, 
bonuses, hotel coupons, or other forms of recognition to reward and 
encourage those who share their knowledge, have good practice, or 
support their colleagues. 

9. (   ) Employee successes or self-achievements, such as winning cooking 
contests or speech invitation from commercial (e.g., newspaper, radio 
and/or TV programs) and public sectors (e.g., schools, local governments, 
and/or tourism boards), are systematically collected and recorded as 
evidence of knowledge development. 

10. (   ) Management uses more forums, brainstorming techniques, and scenario 
planning than agenda-driven meetings. 

11. (   ) The hotel has its own library system (particularly in the areas of tourism 
and hospitality management). 

12. (   ) Management encourages the attendance of forums, seminars, or 
conferences organized and participated by industry peers, tourism policy 
makers, community, and academia for creative inspiration. 

13. (   ) Management encourages visits to other hotel facilities for peer learning. 
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Appendix 2A: Screening Sheet for Expert Reviewer (Continued) 
 
14. (   ) The organization has formalized the process of transferring best practices 

or standard operating procedures with documentation. 
15. (   ) Employee know-how is made explicit for easy access, understanding, and 

application (e.g., the publication of cookbooks and video-taping of specific 
tasks for demonstration or on-the-job training). 

 
a) Please comment on the clarity and conciseness of above items in relevance 

to MEASUREMENT construct 
 
 
 
 
 
b) Please suggest any items maybe modified in the MEASUREMENT construct 
 

 
 
 
 
(5) In the domain of COMMUNICATION perspective: 

1. (   ) Managers and employees participate in daily operation meetings. 
2. (   ) Managers and employees participate in cross-functional meetings. 
3. (   ) Managers and employees participate in annual or bi-annual staff meetings 

for direct communication of managerial issues (e.g., two-thirds of 
front-line employees are required to attend). 

4. (   ) The organization has developed various channels for listening and 
consultations (e.g., the monthly speak-up meetings, chat rooms/forums on 
Intranet, and informal meetings). 

5. (   ) The organization conducts staff opinion survey to identify knowledge gaps. 
6. (   ) Staff newsletters are produced and circulated for knowledge sharing. 
7. (   ) The use of posters/graphics/bulletin boards/videos in backhouse corridors, 

staff changing rooms, staff café, or staff elevators facilitates knowledge 
sharing and information distribution among employees. 

8. (   ) Knowledge-assimilating officers (KAO) in the human resources 
department are identified to close the knowledge gap (e.g., KAOs talk to 
20 employees across different functional areas every day and report back 
to management). 

9. (   ) Knowledge-sharing officers (KSO) in each department or operating unit 
are defined to ensure that knowledge flows upwards in the organization 
and disseminates among employees. 

 
a) Please comment on the clarity and conciseness of above items in relevance 

to COMMUNICATION construct 
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Appendix 2A: Screening Sheet for Expert Reviewer (Continued) 
 

b) Please suggest any items maybe modified in the COMMUNICATION 
construct 

 
 
 
 
 
(6) In the domain of RELATIONSHIP perspective: 

1. (   ) The organization solicits outside resources or perspectives (e.g., from 
banks and government offices). 

2. (   ) The organization has a good relationship with suppliers. 
3. (   ) The organization has a good relationship with business partners. 
4. (   ) Managers and employees pass the relationship with either suppliers or 

business partners to their potential replacements. 
 

a) Please comment on the clarity and conciseness of above items in relevance 
to RELATIONSHIP construct 

 
 
 
 

 
b) Please suggest any items maybe modified in the RELATIONSHIP construct 
 

 
 
 
 
Other Comments: 
You are also invited to critically evaluate the items by: 
 

a) Suggesting any items which the instrument may have failed to include or 
new items maybe developed 

 
 
 
 
 

b) Suggesting any items maybe eliminated 
 
 
 
 
 
 
 

Thank you very much! 
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Appendix 3A: QUESTIONNAIRE (English) 
 
Integrating Knowledge Management (KM) into  
Market Orientation: Impact on Hotel Performance 
 
Section 1: Implementation of KM (KM) Strategies 
KM strategies are about how an organization uses KM methods, activities, tools, processes, and practices to achieve business 
objectives by leveraging its people, resources, and processes.  KM strategies are to support the organization’s overall mission by 
identifying, generating, creating, storing, disseminating, and transferring knowledge.  Six key management strategies that enable 
a firm to manage its organizational knowledge are considered as the domains of KM in this study.  They are culture, leadership, 
technology, measurement, communication, and relationship. 
 
The following statements refer to current KM practices in your organization.  To what extent do you agree with the following 
statements?  Please circle the most appropriate number for each statement, with 7 = strongly agree and 1 = strongly disagree. 
 
(1) In the domain of CULTURE: 

Strongly Agree   Strongly Disagree 
1. Employees feel at ease talking about company issues in front of 

management. 
7 6 5 4 3 2 1 

2. Employees like to help each other with tasks, even if they are in 
different departments. 

7 6 5 4 3 2 1 

3. Problems or errors are openly discussed and necessary knowledge for 
solutions is shared among team members. 

7 6 5 4 3 2 1 

4. Problems or errors are openly discussed and solutions are shared from 
department to department. 

7 6 5 4 3 2 1 

5. Intra-learning practice is common among team members. 7 6 5 4 3 2 1 
6. Inter-learning practice is common from department to department. 7 6 5 4 3 2 1 
7. The organization encourages employees to attend forums, seminars, or 

conferences organized and participated by industry peers, government 
bodies, community, and academia for knowledge acquisition and 
creative inspiration. 

7 6 5 4 3 2 1 

8. The organization encourages employees to visit or inspect other hotel 
facilities for peer learning. 

7 6 5 4 3 2 1 

9. The organization encourages employees to find out problems and to 
identify necessary knowledge for solutions. 

7 6 5 4 3 2 1 

10. The organization encourages the re-use of knowledge to solve problems. 7 6 5 4 3 2 1 
11. The organization encourages a climate of openness or speak-up. 7 6 5 4 3 2 1 
12. The organization encourages a culture of trust. 7 6 5 4 3 2 1 
13. The organization encourages learning and re-learning. 7 6 5 4 3 2 1 
14. The organization encourages employees to take a leading role in the 

area of their own expertise. 
7 6 5 4 3 2 1 

15. The organization encourages new ideas for product and service 
innovations. 

7 6 5 4 3 2 1 

16. The organization supports employee training and development. 7 6 5 4 3 2 1 
17. The organization provides employees with opportunities for corrective 

action and improvement (without losing face). 
7 6 5 4 3 2 1 

 
(2) In the domain of LEADERSHIP: 

Strongly Agree   Strongly Disagree 
1. The management recognizes the importance of knowledge, not does not 

just focus on operational performance. 
7 6 5 4 3 2 1 

2. The management understands the concept of KM. 7 6 5 4 3 2 1 
3. The management possesses operational knowledge of KM. 7 6 5 4 3 2 1 
4. The management considers KM to be important for competitiveness. 7 6 5 4 3 2 1 
5. The management supports all activities related to KM. 7 6 5 4 3 2 1 
6. The organization has established a community of KM practices. 7 6 5 4 3 2 1 
7. The management recognizes employees as assets and recognizes their 

importance to the hotel. 
7 6 5 4 3 2 1 
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8. The management recognizes organizational structure as an asset and 
recognizes its importance to the hotel. 

7 6 5 4 3 2 1 

9. The management recognizes customers as assets and recognizes their 
importance to the hotel. 

7 6 5 4 3 2 1 

10. The management hires knowledgeable people. 7 6 5 4 3 2 1 
11. The management takes responsibility for cultivating knowledge sharing 

and re-use of knowledge. 
7 6 5 4 3 2 1 

12. The management has distributed the necessary information to staff 
accurately. 

7 6 5 4 3 2 1 

13. The management provides time, resources, and support for employees to 
pursue new ideas. 

7 6 5 4 3 2 1 

14. The management provides time, resources, and support for employees to 
achieve learning goals. 

7 6 5 4 3 2 1 

15. The management provides necessary resources to promote the 
development of knowledge relating to the organization’s core 
competencies. 

7 6 5 4 3 2 1 

 
(3) In the domain of TECHNOLOGY: 

Strongly Agree   Strongly Disagree 
1. The organization utilizes information technologies (IT) such as the 

Internet for knowledge search and acquisition. 
7 6 5 4 3 2 1 

2. The organization utilizes IT such as the Intranet for e-learning and/or 
cross-training for knowledge sharing and assimilation. 

7 6 5 4 3 2 1 

3. The organization utilizes IT such as the Intranet for relationship 
connections to enhance the quality of knowledge transfer (e.g. 
discussion forums among employees or among chain/franchise hotels). 

7 6 5 4 3 2 1 

4. The organization has one central IT system rather than separated IT 
systems. 

7 6 5 4 3 2 1 

5. The organization utilizes video/graphics tools (e.g. video taping for 
training purposes or video conferencing) for knowledge storage and 
retrieval. 

7 6 5 4 3 2 1 

6. The organization utilizes IT in hospitality specific applications (e.g. 
front office systems, reservation systems, human resources systems, 
financial and accounting systems, and sales and marketing systems) for 
knowledge repository. 

7 6 5 4 3 2 1 

7. The organization utilizes IT such as data mining systems or business 
intelligence systems to generate collective knowledge to define and 
analyze customers’ needs, preferences, and styles to meet customer 
expectations. 

7 6 5 4 3 2 1 

8. The organization utilizes IT such as decision support systems or expert 
systems to help managers explain and recognize problems and to make 
better decisions. 

7 6 5 4 3 2 1 

9. IT is seen as a means of enhancing collaborative efforts among 
managers and employees for problem-solving of operational issues. 

7 6 5 4 3 2 1 

10. IT is seen as a means of enhancing collaborative efforts among 
managers and employees for problem-solving of managerial and 
strategic issues. 

7 6 5 4 3 2 1 

11. IT is utilized to minimize barriers of geography and time. 7 6 5 4 3 2 1 
 
(4) In the domain of MEASUREMENT OF PERFORMANCE: 

Strongly Agree   Strongly Disagree 
1. Employees participate individually or on a team basis in knowledge 

contests held by the hotel (e.g. the recognition of the most valuable in-
house customers; the test of regulations on personnel matters). 

7 6 5 4 3 2 1 

2. The management observes customers’ verbal compliments and uses 
comment cards as references to reward employees with good 
performance. 

7 6 5 4 3 2 1 

3. Employee suggestion systems are in place in the hotel and adopted ideas 
are rewarded. 

7 6 5 4 3 2 1 
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4. The organization assesses the identification, acquisition, creation, 
storing, sharing, and re-using of knowledge in employee performance 
appraisal. 

7 6 5 4 3 2 1 

5. The management uses promotions, training, study opportunities, hotel 
coupons, or other forms of recognition to reward employees’ 
contributions to the development of organizational knowledge. 

7 6 5 4 3 2 1 

6. Employee successes or self-achievements, such as winning cooking 
contests or speech invitation from commercial (e.g. newspapers, radio 
and/or TV programs) and public sectors (e.g. schools, local government, 
and/or tourism board), are systematically collected and recorded as 
evidence of knowledge development. 

7 6 5 4 3 2 1 

7. The organization has formalized the process of transferring best 
practices or standard operating procedures with documentation (e.g. the 
publication of cookbooks and video-taping of specific tasks for 
demonstration or on-the-job training). 

7 6 5 4 3 2 1 

8. The management uses various benchmarks (e.g. “best hotel of the year”, 
“best market share of the year”, or “best KM practice” announced by 
individual property, hotel association, tourism board, magazines, media, 
or consultant companies in certain districts/areas) to promote knowledge 
sharing and product and service innovation. 

7 6 5 4 3 2 1 

9. The organization uses certain indicators to manage knowledge, such as 
customer loss (for customer knowledge), employee training expenditures 
(for human capital), new products/services launched and/or value-added 
products/services (for innovations), productivity and quality 
improvement, and time and/or cost reductions (for process improvement).

7 6 5 4 3 2 1 

10. The organization has linked indicators in statement #9 to financial 
performance. 

7 6 5 4 3 2 1 

 
(5) In the domain of COMMUNICATION: 

Strongly Agree   Strongly Disagree 
1. Managers and employees participate in the department’s daily operation 

meetings. 
7 6 5 4 3 2 1 

2. Managers and employees participate in cross-departmental meetings. 7 6 5 4 3 2 1 
3. Managers and employees participate in annual or bi-annual staff 

meetings for direct communication of managerial or strategic issues. 
7 6 5 4 3 2 1 

4. The organization has developed various channels for listening and 
consultations (e.g. monthly speak-up meetings, chat rooms/forums on 
Intranet, and informal meetings). 

7 6 5 4 3 2 1 

5. The organization has developed one-to-one mentorship programs to help 
employees learn better and transfer tacit knowledge. 

7 6 5 4 3 2 1 

6. Staff newsletters are produced and circulated for knowledge sharing. 7 6 5 4 3 2 1 
7. The use of posters/graphics/bulletin boards/videos in backhouse 

corridors, staff changing rooms, staff cafés, or staff elevators facilitates 
knowledge assimilation among employees. 

7 6 5 4 3 2 1 

8. The hotel has designated staff such as a chief knowledge officer to close 
knowledge gaps. 

7 6 5 4 3 2 1 

9. The hotel has designated staff in each department or operating unit to 
ensure that information flows upwards in the organization and 
disseminates among employees. 

7 6 5 4 3 2 1 

 
 
(6) In the domain of RELATIONSHIP: 

Strongly Agree   Strongly Disagree 
1. The bonds between this organization and its employees are strong. 7 6 5 4 3 2 1 
2. The bonds between this organization and its customers are strong. 7 6 5 4 3 2 1 
3. The bonds between this organization and its business partners, such as 

suppliers, are strong. 
7 6 5 4 3 2 1 

4. The organization utilizes their employees’ relationship network. 7 6 5 4 3 2 1 
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5. The organization utilizes their customers’ relationship network. 7 6 5 4 3 2 1 
6. The organization utilizes their business partners’ relationship network. 7 6 5 4 3 2 1 
7. The management recognizes the importance of relational assets. 7 6 5 4 3 2 1 
 
Section 2: Market Orientation 
The following questions refer to the capabilities of market orientation in your hotel.  To what extent do you agree with the 
following statements?  Please circle the most appropriate number for each statement, with 7 = strongly agree and 1 = strongly 
disagree. 
 
(1) In the domain of INTELLIGENCE GENERATION: 

Strongly Agree   Strongly Disagree 
1. In the hotel, the management meets with clients at least once a year (e.g. 

inviting major clients for a year-end cocktail party) to find out what 
products or services they will need in the future. 

7 6 5 4 3 2 1 

2. The hotel does a lot of in-house market research. 7 6 5 4 3 2 1 
3. The hotel is fast to detect changes in customers’ product preferences. 7 6 5 4 3 2 1 
4. The hotel polls end users at least once a year to assess the quality of 

products and services. 
7 6 5 4 3 2 1 

5. The hotel is fast to detect fundamental shifts in the industry (e.g. 
competition, technology, regulation). 

7 6 5 4 3 2 1 

6. The hotel frequently reviews the likely effect of changes in the business 
environment (e.g. new regulations) on customers. 

7 6 5 4 3 2 1 

 
(2) In the domain of INTELLIGENCE DISSEMINATION: 

Strongly Agree   Strongly Disagree 
1. The hotel has interdepartmental meetings at least once a quarter to 

discuss market trends and developments. 
7 6 5 4 3 2 1 

2. Marketing personnel in the hotel spend time discussing customers’ future 
needs with other departments. 

7 6 5 4 3 2 1 

3. When something important happens to a major customer market, the 
hotel knows about it within a short time period. 

7 6 5 4 3 2 1 

4. Information on customer satisfaction is disseminated at all levels in the 
hotel on a regular basis. 

7 6 5 4 3 2 1 

5. When one department finds out something important about its 
competitors, it is fast to alert other departments. 

7 6 5 4 3 2 1 

 
(3) In the domain of RESPONSIVENESS OF MARKET INTELLIGENCE: 

Strongly Agree   Strongly Disagree 
1. The hotel is fast in deciding how to respond to competitors’ price 

changes. 
7 6 5 4 3 2 1 

2. The hotel reacts quickly to changes in customers’ product or service 
needs. 

7 6 5 4 3 2 1 

3. The hotel constantly reviews product development efforts to ensure that 
they are in line with what customers want. 

7 6 5 4 3 2 1 

4. Several departments get together periodically to plan a response to 
changes taking place in the business environment. 

7 6 5 4 3 2 1 

5. If any competitor were to launch an intensive campaign targeted at your 
customers, the hotel would implement a response immediately. 

7 6 5 4 3 2 1 

6. The activities of different departments in the hotel are well coordinated. 7 6 5 4 3 2 1 
7. The positive resolution of customer complaints is a top priority in the 

hotel. 
7 6 5 4 3 2 1 

8. If the management came up with a great marketing plan, they probably 
would be able to implement it in a timely fashion. 

7 6 5 4 3 2 1 

9. When employees find that customers would like the hotel to modify a 
product or service, the departments involved make concerted efforts to 
do so. 

7 6 5 4 3 2 1 
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Section 3: Organizational Performance 
This section is about the performance of your organization.  To what extent do you agree with the following statements?  Please 
circle the most appropriate number for each statement, with 7 = strongly agree and 1 = strongly disagree. 
 
Compared to your key competitors in the last three years (2001-2003), your hotel: 

Strongly Agree   Strongly Disagree 
1. …is more profitable. 7 6 5 4 3 2 1 
2. …is larger. 7 6 5 4 3 2 1 
3. …has a greater market share. 7 6 5 4 3 2 1 
4. …is growing faster. 7 6 5 4 3 2 1 
 
Section 4: Background Information 
(1) Personal Information: We would like to ask about yourself. Please check the most appropriate answer. 
 
1. Your age?    2.  Your gender? 

21 to 30 ______        Male…______ 
31 to 40 ______        Female ______ 
41 to 50 ______   
51 to 60 ______   
Over 60 ______   

 
3. Which of the following best describes your highest level of formal education? 

High school…………………….______ 
College diploma or equivalent.….______ 
Bachelor’s degree or equivalent ______ 
Master’s degree………………..______ 
Doctoral degree………………..______ 

 
4. Which of the following disciplines was your main area of study while in school? 

Hospitality and tourism ______ 
General Business…...…______ 
Mass Communication…______ 
Arts/Humanities…….…______ 
Education…………...…______ 
Science……………...…______ 
Others (Please specify: __________________________________) 

 
5. What is your current position within your organization? 

General Manager/Executive Assistant Manager ______ 
Department Head ______ (Please specify: ___________________________________) 
Others (Please specify: __________________________________________________) 

 
6. Please indicate your years of hotel experience: ______________Years. 
 
Note:  If you are the general manager or executive assistant manager of the hotel, please continue 
on to the next page. Thank you! BUT, if you are a department manager, please kindly return the 
completed questionnaire to the Office of General Manager.  Thank you for your cooperation. 
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(2) Company Information: 

We would like to ask you a few questions about your hotel.  Please check the most appropriate answer. 
 
1. When was your hotel open? 

1970 or before ______ 
1971 ~ 1980….______ 
1981 ~ 1990….______ 
1991 ~ 2000….______ 
1991 ~ 2000….______ 
2001 or later…______ 

 
2. Which one of the followings best describes your hotel type? 

Business hotel ______ 
Resort hotel….______ 
Others (Please specify: __________________________________) 

 
3. In terms of ownership status, your hotel is: 

Owned by a local based company…...______ 
Owned by a foreign based company.. ______ 
Owned by a local-foreign partnership ______ 
Others (Please specify: __________________________________) 

 
4. In terms of management status, your hotel is: 

Independently managed…______ (please go to question #6) 
Managed by a hotel group ______ 
Others (Please specify: __________________________________) 

 
5. If your hotel is managed by a hotel group, what is: 

The number of hotel(s) your hotel group manages locally: ________; 
The number of hotel(s) your hotel group manages internationally: ________. 

 
6. How big are your food and beverage facilities in this hotel? 
 

Total in __________________________Ping or __________________________Square meters. 
(1 square meter=0.3025 ping; 1 ping =3.3038 square meters) 

 
7. Other than the hotel business, is the owner of your hotel also involved in other business(es)? 

Yes ______   (If yes, you can select more than one answer from the following.) 
Building and construction ______ 
Travel agency……………______ 
Restaurant and bar………______ 
Airline…………………...______ 
Recreation…………….…______ 
Retail……………...……..______ 
Information technology…______ 
Others (Please specify: _____________________________) 

No ______ 
 

 
Please return this questionnaire along with all other completed questionnaires in the enclosed pre-

paid and self-addressed envelope.  Thank you very much! 
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Appendix 3B: Questionnaire (Chinese) 

問卷 
知識管理與市場導向對於飯店組織績效的影響 
 
 
第一部份: 知識管理策略的實踐 
 
知識管理策略代表一家公司如何透過人力､資源､與管理過程, 並利用知識管理的方法､活動､工具､過程, 與
實踐, 來達到其商業目標。 知識管理策略藉由知識的辨認､收集､創新､儲存､散播､與轉移來達成公司總體的

任務目標。 在這項研究裡, 我們利用管理組織知識的六個主要管理策略, 做為探討知識管理概念的範圍。以下就

組織的文化範疇､領導範疇､科技範疇､績效評估範疇､溝通範疇､及關係範疇等六方面來探討知識管理。 

 
這個部份是關於貴飯店目前知識管理策略的實踐。請圈選合適數字表達您對下列描述的看法。數字為 1~7, 數字

越高代表越同意, 數字越低代表越不同意。 

 
(1) 文化範疇: 
        非常同意   非常不同意

1. 員工在管理階層主管面前可以感覺很輕鬆地談論公司的事。 7 6 5 4 3 2 1 
2. 在工作上, 即使員工屬於不同部門, 他們也樂意互相幫忙,。 7 6 5 4 3 2 1 
3. 員工會公開討論發生的問題或錯誤, 並且同一部門同仁之間

會彼此分享解決問題所需的知識。 
7 6 5 4 3 2 1 

4. 員工會公開討論發生的問題或錯誤, 並且不同部門之間會互

相分享解決問題所需的知識。 
7 6 5 4 3 2 1 

5. 在飯店, 同一部門同仁之間的互相學習是一件很平常的事。 7 6 5 4 3 2 1 
6. 在飯店, 不同部門之間的互相學習是一件很平常的事。 7 6 5 4 3 2 1 
7. 飯店鼓勵員工參與由業界､政府各級､社區､或學術單位所

舉辦的公開討論會､研討會､或專業會議, 以攝取知識並激

發創意。 

7 6 5 4 3 2 1 

8. 為了同儕學習, 飯店鼓勵員工參觀或視察其他飯店設施。 7 6 5 4 3 2 1 
9. 飯店鼓勵員工發現問題, 並進一步確認､獲取解決問題所需

的知識。 
7 6 5 4 3 2 1 

10. 飯店鼓勵知識的再利用以解決問題。 7 6 5 4 3 2 1 
11. 飯店鼓勵一種開放的､有話就說的氣氛。 7 6 5 4 3 2 1 
12. 飯店鼓勵一種信任的氣氛。 7 6 5 4 3 2 1 
13. 飯店鼓勵學習再學習。 7 6 5 4 3 2 1 
14. 飯店鼓勵員工在他們的專業領域上扮演主導的角色。 7 6 5 4 3 2 1 
15. 飯店鼓勵產品及服務創新的新觀點。 7 6 5 4 3 2 1 
16. 飯店支持員工訓練與發展。 7 6 5 4 3 2 1 
17. 飯店提供員工修正改進的機會 (在沒有使員工丟臉的情況

下)。 
7 6 5 4 3 2 1 

 
(2) 領導範疇: 
       非常同意    非常不同意

1. 管理階層意識到知識的重要性, 而不是只看重營運績效。 7 6 5 4 3 2 1 
2. 管理階層瞭解知識管理的中心思想或概念。 7 6 5 4 3 2 1 
3. 管理階層具備實施知識管理方面的知識。 7 6 5 4 3 2 1 
4. 管理階層認為知識管理對於保有競爭力是重要的。 7 6 5 4 3 2 1 
5. 管理階層支持所有與知識管理相關的活動。 7 6 5 4 3 2 1 
6. 飯店有成立知識管理實踐的社群。 7 6 5 4 3 2 1 
7. 管理階層意識到人是公司的資產並體認其重要性。 7 6 5 4 3 2 1 
8. 管理階層意識到組織架構是公司的資產並體認其重要性。 7 6 5 4 3 2 1 
9. 管理階層意識到顧客是公司的資產並體認其重要性。 7 6 5 4 3 2 1 
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10. 管理階層雇用有知識的員工。 7 6 5 4 3 2 1 
11. 管理階層把激發員工知識的分享與知識的再利用當做是一種

責任。 
7 6 5 4 3 2 1 

12. 管理階層準確地傳遞員工所需要的資訊。 7 6 5 4 3 2 1 
13. 管理階層提供員工時間､資源, 並支持員工追求新觀念。 7 6 5 4 3 2 1 
14. 管理階層提供員工時間､資源, 並支持員工達到學習目標。 7 6 5 4 3 2 1 
15. 管理階層提供必要的資源, 提升與組織核心能力相關的知識

的發展。 
7 6 5 4 3 2 1 

 
(3) 科技範疇: 
       非常同意    非常不同意

1. 飯店利用像網際網路 (Internet)的資訊科技, 以搜尋與獲取知

識。 
7 6 5 4 3 2 1 

2. 飯店利用像企業內部網路 (Intranet)的資訊科技做網路學習 
(e-learning) 或跨部門的培訓, 以分享與吸收知識。 

7 6 5 4 3 2 1 

3. 飯店利用像企業內部網路(Intranet)的資訊科技做人際關係的

連結 (例如: 企業內部網路讓員工彼此之間或與連鎖飯店的

員工在網路討論區公開討論) , 以確保知識轉移的品質。 

7 6 5 4 3 2 1 

4. 飯店有一套統合而不是個別運作的資訊系統。 7 6 5 4 3 2 1 
5. 飯店利用視訊影像等工具來協助知識的儲存與提取 (例如: 

為培訓目的拍攝錄影帶或利用視訊會議做為記錄) 。 
7 6 5 4 3 2 1 

6. 飯店利用像餐旅產業應用系統等資訊科技(例如: 客房管理系

統､訂房系統､人資系統､財務會計系統､ 業務行銷系統

等) 做為知識的儲存平台。 

7 6 5 4 3 2 1 

7. 飯店利用資訊科技像資料採掘系統 (data mining systems) 或
商業智慧系統 (business intelligence systems), 產生集中的管

理知識, 明確分析顧客需要､顧客喜好及顧客類型, 以便達到

顧客的期望。 

7 6 5 4 3 2 1 

8. 飯店利用像決策輔助系統 (decision support systems) 或專家

系統 (expert systems)等資訊科技, 幫助經理人進行問題解

釋、認知, 並做更好的商務決策。 

7 6 5 4 3 2 1 

9. 資訊科技針被看作是管理人員與基層員工在解決操作面問題

上加強合作的一項措施。 
7 6 5 4 3 2 1 

10. 資訊科技針被看作是管理人員與基層員工在解決管理與決策

面問題上加強合作的一項措施。 
7 6 5 4 3 2 1 

11. 飯店利用資訊科技減少空間與時間的障礙。 7 6 5 4 3 2 1 
 
(4) 績效評估範疇: 
        非常同意   非常不同意

1. 員工個別或團體參與飯店舉辦的員工知識競賽 (例如:重要房

客的識別、 人事法規的考試)。 
7 6 5 4 3 2 1 

2. 管理階層利用顧客口頭讚美或顧客意見卡做為獎勵表現優良

員工的依據。 
7 6 5 4 3 2 1 

3. 飯店設有員工建議制度並且獎勵意見被採納的員工。 7 6 5 4 3 2 1 
4. 飯店利用員工表現評鑑制度, 評估員工對於知識辨認、知識

獲取、知識創新、知識儲存、知識分享、以及知識的重覆使

用。 

7 6 5 4 3 2 1 

5. 飯店利用升遷、培訓、深造機會、旅館優惠劵、或其他形式

的鼓勵, 來獎勵對組織知識的發展有貢獻的員工。 
7 6 5 4 3 2 1 

6. 飯店有系統地收集並記錄員工的成就或自我的實現, 例如員

工嬴得烹飪比賽或接獲商界、學界、政府機構、觀光協會等

的演講邀請¸ 做為組織知識發展的依據。 

7 6 5 4 3 2 1 

7. 飯店將最佳表現、工作示範、或標準工作程序, 做正式的檔 7 6 5 4 3 2 1 
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案。 例如利用烹飪書籍的出版和拍攝製作錄影帶做為對某

項工作的操作示範或在職訓練。 
8. 管理階層利用不同的競爭指標來提升知識分享以及產品服務

的創新。例如利用由個別旅館、旅館協會、觀光局、雜誌、

媒體、或顧問公司, 在某些地區舉辦的年度最佳飯店、年度

最佳市場佔有率或最佳知識管理的實踐等指標。 

7 6 5 4 3 2 1 

9. 飯店利用某些指標來管理知識, 例如像顧客流失指標 (屬顧客

知識), 員工訓練費用指標 (屬人力資產), 新產品/服務的開

發、或新增產品/服務的附加價值 (屬創新), 產能和品質改

善、 以及時間或成本的降低 (屬過程改善)。 

7 6 5 4 3 2 1 

10. 飯店在做財務上的績效評估時, 會將第 9 題所列之指標納入

分析考量。 
7 6 5 4 3 2 1 

 
(5) 溝通範疇: 
        非常同意   非常不同意

1. 管理人員與基層員工共同參與部門日常工作會議。 7 6 5 4 3 2 1 
2. 管理人員與基層員工共同參與跨部門工作會議。 7 6 5 4 3 2 1 
3. 管理人員與基層員工共同參與年度或一年兩次的員工大會, 

針對管理或策略議題做最直接的溝通。 
7 6 5 4 3 2 1 

4. 飯店發展不同的傾聽與協商諮詢的管道 (例如: 每月有話就

說會議, 企業內部網路的聊天室/公開討論區, 以及非正式會

議)。 

7 6 5 4 3 2 1 

5. 為了幫忙員工做更好的學習,飯店發展一對一的師徒制度, 將
不易用書面文字傳承的隱性知識轉移。 

7 6 5 4 3 2 1 

6. 為了知識分享, 飯店發行並傳閱員工時事通訊報 (staff 
newsletters)。 

7 6 5 4 3 2 1 

7. 飯店在走廊、員工更衣室、員工餐廳、或員工電梯, 利用海

報、圖表、佈告欄、或視訊器材, 加速員工對知識的吸收。

7 6 5 4 3 2 1 

8. 飯店有專責人員 (例如: 知識長), 負責縮短知識斷層的差距。 7 6 5 4 3 2 1 
9. 飯店每一部門有專責人員, 負責確保資訊可傳遞至高層並且

在員工之間散播。 
7 6 5 4 3 2 1 

 
(6) 關係範疇: 
        非常同意   非常不同意

1. 飯店與員工之間的關係有很強的聯結。 7 6 5 4 3 2 1 
2. 飯店與顧客之間的關係有很強的聯結。 7 6 5 4 3 2 1 
3. 飯店與商業夥伴 (例如: 供應商) 之間的關係有很強的聯結。 7 6 5 4 3 2 1 
4. 飯店善用員工的人脈。 7 6 5 4 3 2 1 
5. 飯店善用顧客的人脈。 7 6 5 4 3 2 1 
6. 飯店善用商業夥伴的人脈。 7 6 5 4 3 2 1 
7. 管理階層意識到人際關係是公司的資產並體認其重要性。 7 6 5 4 3 2 1 

 



 
 
 
 
 

 

  

340

 
POLYTECHNIC UNIVERSITY 
THE HONG KONG 

第二部份: 市場導向 
 
這個部份是關於貴公司市場導向能力的表現。請圈選合適數字表達您對下列描述的看法。數字為 1~7, 數字越高

代表越同意, 數字越低代表越不同意。 

 

(1) 市場情報的收集 
        非常同意   非常不同意

1. 飯店管理階層至少每年與顧客會面一次 (例如: 邀請主要客

戶參加年終雞尾酒會), 以試圖找出顧客將來對於任何產品或

服務的需求。 

7 6 5 4 3 2 1 

2. 飯店做很多內部的市場調查。 7 6 5 4 3 2 1 
3. 飯店對於顧客對產品或服務喜好的改變, 反應得很快。 7 6 5 4 3 2 1 
4. 飯店每年至少透過一次直接的顧客調查, 來評估飯店的產品

與服務品質好壞。 
7 6 5 4 3 2 1 

5. 飯店對於一些基本的旅館產業變革情形, 反應得很快 (例如, 
市場競爭, 科技創新, 餐旅法規等)。 

7 6 5 4 3 2 1 

6. 在整個商務環境中, 飯店經常檢視對於極有可能對顧客產生

改變的任何效應 (例如: 新法規)。 
7 6 5 4 3 2 1 

 
(2) 市場情報的散播 

非常同意   非常不同意

1. 針對市場趨勢與發展, 飯店至少每季有一次跨部門的討論會

議。 
7 6 5 4 3 2 1 

2. 飯店的行銷人員有花時間跟其他部門同仁討論顧客未來的需

求。 
7 6 5 4 3 2 1 

3. 當一個主要消費市場發生了某些重要事情, 我們整個飯店各

個單位都在極短的時間內知道這個事情。 
7 6 5 4 3 2 1 

4. 飯店內部的顧客滿意資訊, 在平時就有規律地在各個單位各

個層級間傳遞。 
7 6 5 4 3 2 1 

5. 當飯店某一個部門對於競爭對手有重大發現時, 他們會很快

地去警告其他部門。 
7 6 5 4 3 2 1 

 
(3) 市場情報的應對 

非常同意   非常不同意

1. 飯店對於競爭對手在價格上的變動,  可以很快地決定如何做

應對。 
7 6 5 4 3 2 1 

2. 飯店對於顧客在產品或服務上的需求改變, 反應得很快。 7 6 5 4 3 2 1 
3. 飯店經常反覆回顧飯店投入產品或服務發展努力的成果, 以

確保那就是顧客所需要的。 
7 6 5 4 3 2 1 

4. 飯店一些部門經常定期集會, 討論對於整個商務環境改變的

應變對策。 
7 6 5 4 3 2 1 

5. 假如任何一個競爭對手針對您的顧客做一連串密集的促銷活

動, 飯店會立即應對。 
7 6 5 4 3 2 1 

6. 飯店內部不同部門所舉辦的活動, 相互之間都協調合作得很

好。 
7 6 5 4 3 2 1 

7. 正向解決顧客抱怨是飯店首要工作。 7 6 5 4 3 2 1 
8. 假如管理階層想出了一個偉大的行銷計畫, 飯店儘可能在最

快最短的時間內實施。 
7 6 5 4 3 2 1 

9. 當員工發現顧客想要飯店修改某項產品或服務時, 相關部門

一致努力協調達成。 
7 6 5 4 3 2 1 
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第三部份: 組織績效 
 
這個部份是關於貴飯店組織績效的表現。請圈選合適數字表達您對下列描述的看法。數字為 1~7, 數字越高代表

越同意, 數字越低代表越不同意。 
 
在過去三年內, 跟您的主要競爭對手比較, 您的飯店: 

        非常同意   非常不同意

1. …獲利率較好。 7 6 5 4 3 2 1 
2. …規模較大。 7 6 5 4 3 2 1 
3. …有較大的市場佔有率。 7 6 5 4 3 2 1 
4. …成長較快。 7 6 5 4 3 2 1 

 
第四部份: 背景資料 
 
(1) 個人背景: 我們想請問幾個關於您個人的背景問題。請勾選最適合的答案。 
 
1. 您的年齡? 

21 to 30 歲 ______ 
31 to 40 歲 ______ 
41 to 50 歲 ______ 
51 to 60 歲 ______ 
超過 60 歲 ______ 

 
2. 您的性別? 

男 ______ 
女 ______ 

 
3. 您的最高教育程度? 

高中…………… ______ 
專科或同等學歷 ______ 
大學或同等學歷 ______ 
碩士…………….______ 
博士…………….______ 

 
4. 您的主修是? 

餐旅類     ______ 
一般商業 ______ 
大眾傳播 ______ 
人文藝術 ______ 
教育…….______ 
理工…….______ 
其他 (請說明: _________________________________________)

 
5. 您在飯店的職位是? 

總經理/副總經理 ______ 
部門主管………..______ (職位是: ________________________)
其他 (請說明: _________________________________________)

 
6. 請問您有幾年的旅館工作經驗? ______________年。 

如果您是總經理或副總經理, 請繼續協助回答以下公司背景相關問題。謝謝。 

如果您是部門經理, 感謝您的填寫。請將本問卷交還給總經理辦公室, 多謝您的合作! 
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(2) 公司背景: 我們想請問幾個關於貴飯店的背景問題。請勾選最適合的答案。 
 
1. 貴飯店成立時間為? 

1970 年或更早以前 ______ 
1971 至 1980 年….. ______ 
1981 至 1990 年….. ______ 
1991 至 2000 年….. ______ 
2001 年或以後…… ______ 

 
2. 您飯店屬於: 

商務飯店………… ______ 
休閒渡假飯店…… ______ 
其他 (請說明: _________________________________________)

 
3. 以產業所有權來看, 您的飯店是: 

由本地公司所擁有……… ______ 
由海外公司所擁有……… ______ 
本地與海外公司聯合擁有 ______ 
其他 (請說明: _________________________________________)

 
4. 以管理形式來言, 您的飯店是: 

獨立管理 ______(請直接回答第 6 題) 
集團管理 ______ 
其他 (請說明: _________________________________________)

 
5. 假如貴飯店是由集團管理, 那麼 

貴飯店的管理集團在本地一共管理 ________間飯店; 
貴飯店的管理集團在全球一共管理 ________間飯店。 

 
6. 餐飲部門各樓層地板總面積? 共________________________坪, 或______________________平方公尺。 

(一平方公尺=0.3025 坪; 一坪= 3.3038 平方公尺) 
 
7. 除了旅館事業外, 您的飯店業主是否還從事其他產業? 
 

是 ______, 另外還從事有 (可複選): 
建築業…... ______ 
旅行社…… ______ 
餐飲業…… ______ 
航空業…… ______ 
休閒娛樂.... ______ 
零售業…… ______ 
電腦資訊業 ______ 
其他 (請註明: ________________________________) 

否 ______ 

 
 

填寫完畢後, 請您協助將這份的問卷連同其他部門經理的問卷, 以回郵信封寄回。 
 

多謝您的合作! 
 





















 
Appendix 6A: Knowledge Management Measurement Model 
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Appendix 6B: Market Orientation Measurement Model 
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Appendix 6C-1: Goodness of Fit Statistics of Overall Hotel Performance Model: 

The Original Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 74 

Minimum Fit Function Chi-Square = 229.59 (P = 0.0) 
Normal Theory Weighted Least Squares Chi-Square = 247.33 (P = 0.0) 

Satorra-Bentler Scaled Chi-Square = 188.55 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 170.90 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 114.55 
90 Percent Confidence Interval for NCP = (77.83 ; 158.94) 

 
Minimum Fit Function Value = 0.77 

Population Discrepancy Function Value (F0) = 0.38 
90 Percent Confidence Interval for F0 = (0.26 ; 0.53) 

Root Mean Square Error of Approximation (RMSEA) = 0.072 
90 Percent Confidence Interval for RMSEA = (0.059 ; 0.085) 

P-Value for Test of Close Fit (RMSEA < 0.05) = 0.0027 
 

Expected Cross-Validation Index (ECVI) = 0.84 
90 Percent Confidence Interval for ECVI = (0.72 ; 0.99) 

ECVI for Saturated Model = 0.70 
ECVI for Independence Model = 31.76 

 
Chi-Square for Independence Model with 91 Degrees of Freedom = 9467.65 

Independence AIC = 9495.65 
Model AIC = 250.55 

Saturated AIC = 210.00 
Independence CAIC = 9561.50 

Model CAIC = 396.36 
Saturated CAIC = 703.90 

 
Normed Fit Index (NFI) = 0.98 

Non-Normed Fit Index (NNFI) = 0.98 
Parsimony Normed Fit Index (PNFI) = 0.79 

Comparative Fit Index (CFI) = 0.98 
Incremental Fit Index (IFI) = 0.98 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 138.01 
 

Root Mean Square Residual (RMR) = 0.045 
Standardized RMR = 0.045 

Goodness of Fit Index (GFI) = 0.89 
Adjusted Goodness of Fit Index (AGFI) = 0.85 
Parsimony Goodness of Fit Index (PGFI) = 0.63 
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Appendix 6C-2: Goodness of Fit Statistics of Overall Hotel Performance Model: 

The Revised Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 62 

Minimum Fit Function Chi-Square = 186.13 (P = 0.00) 
Normal Theory Weighted Least Squares Chi-Square = 202.55 (P = 0.00) 

Satorra-Bentler Scaled Chi-Square = 153.80 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 142.96 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 91.80 
90 Percent Confidence Interval for NCP = (59.12 ; 132.16) 

 
Minimum Fit Function Value = 0.62 

Population Discrepancy Function Value (F0) = 0.31 
90 Percent Confidence Interval for F0 = (0.20 ; 0.44) 

Root Mean Square Error of Approximation (RMSEA) = 0.070 
90 Percent Confidence Interval for RMSEA = (0.056 ; 0.084) 

P-Value for Test of Close Fit (RMSEA < 0.05) = 0.0091 
 

Expected Cross-Validation Index (ECVI) = 0.71 
90 Percent Confidence Interval for ECVI = (0.60 ; 0.84) 

ECVI for Saturated Model = 0.61 
ECVI for Independence Model = 29.15 

 
Chi-Square for Independence Model with 78 Degrees of Freedom = 8689.83 

Independence AIC = 8715.83 
Model AIC = 211.80 

Saturated AIC = 182.00 
Independence CAIC = 8776.98 

Model CAIC = 348.21 
Saturated CAIC = 610.04 

 
Normed Fit Index (NFI) = 0.98 

Non-Normed Fit Index (NNFI) = 0.98 
Parsimony Normed Fit Index (PNFI) = 0.78 

Comparative Fit Index (CFI) = 0.99 
Incremental Fit Index (IFI) = 0.99 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 146.87 
 

Root Mean Square Residual (RMR) = 0.037 
Standardized RMR = 0.037 

Goodness of Fit Index (GFI) = 0.91 
Adjusted Goodness of Fit Index (AGFI) = 0.86 
Parsimony Goodness of Fit Index (PGFI) = 0.62 
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Appendix 6C-3: Goodness of Fit Statistics of Overall Hotel Performance Model: 

The Final Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 63 

Minimum Fit Function Chi-Square = 186.89 (P = 0.00) 
Normal Theory Weighted Least Squares Chi-Square = 201.99 (P = 0.00) 

Satorra-Bentler Scaled Chi-Square = 154.37 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 144.34 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 91.37 
90 Percent Confidence Interval for NCP = (58.69 ; 131.75) 

 
Minimum Fit Function Value = 0.63 

Population Discrepancy Function Value (F0) = 0.31 
90 Percent Confidence Interval for F0 = (0.20 ; 0.44) 

Root Mean Square Error of Approximation (RMSEA) = 0.070 
90 Percent Confidence Interval for RMSEA = (0.056 ; 0.084) 

P-Value for Test of Close Fit (RMSEA < 0.05) = 0.011 
 

Expected Cross-Validation Index (ECVI) = 0.70 
90 Percent Confidence Interval for ECVI = (0.59 ; 0.84) 

ECVI for Saturated Model = 0.61 
ECVI for Independence Model = 29.15 

Chi-Square for Independence Model with 78 Degrees of Freedom = 8689.83 
Independence AIC = 8715.83 

Model AIC = 210.37 
Saturated AIC = 182.00 

Independence CAIC = 8776.98 
Model CAIC = 342.08 

Saturated CAIC = 610.04 
 

Normed Fit Index (NFI) = 0.98 
Non-Normed Fit Index (NNFI) = 0.98 

Parsimony Normed Fit Index (PNFI) = 0.79 
Comparative Fit Index (CFI) = 0.99 
Incremental Fit Index (IFI) = 0.99 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 148.20 
 

Root Mean Square Residual (RMR) = 0.039 
Standardized RMR = 0.039 

Goodness of Fit Index (GFI) = 0.91 
Adjusted Goodness of Fit Index (AGFI) = 0.86 
Parsimony Goodness of Fit Index (PGFI) = 0.63 
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Appendix 6D-1: Goodness of Fit Statistics of Room Performance Model: The 

Initial Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 42 

Minimum Fit Function Chi-Square = 164.03 (P = 0.00) 
Normal Theory Weighted Least Squares Chi-Square = 179.89 (P = 0.0) 

Satorra-Bentler Scaled Chi-Square = 131.35 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 108.97 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 89.35 
90 Percent Confidence Interval for NCP = (58.53 ; 127.79) 

 
Minimum Fit Function Value = 0.55 

Population Discrepancy Function Value (F0) = 0.30 
90 Percent Confidence Interval for F0 = (0.20 ; 0.43) 

Root Mean Square Error of Approximation (RMSEA) = 0.084 
90 Percent Confidence Interval for RMSEA = (0.068 ; 0.10) 
P-Value for Test of Close Fit (RMSEA < 0.05) = 0.00036 

 
Expected Cross-Validation Index (ECVI) = 0.60 

90 Percent Confidence Interval for ECVI = (0.50 ; 0.73) 
ECVI for Saturated Model = 0.44 

ECVI for Independence Model = 21.71 
 

Chi-Square for Independence Model with 55 Degrees of Freedom = 6469.78 
Independence AIC = 6491.78 

Model AIC = 179.35 
Saturated AIC = 132.00 

Independence CAIC = 6543.53 
Model CAIC = 292.24 

Saturated CAIC = 442.45 
 

Normed Fit Index (NFI) = 0.97 
Non-Normed Fit Index (NNFI) = 0.98 

Parsimony Normed Fit Index (PNFI) = 0.74 
Comparative Fit Index (CFI) = 0.98 
Incremental Fit Index (IFI) = 0.98 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 121.68 
 

Root Mean Square Residual (RMR) = 0.033 
Standardized RMR = 0.033 

Goodness of Fit Index (GFI) = 0.90 
Adjusted Goodness of Fit Index (AGFI) = 0.85 
Parsimony Goodness of Fit Index (PGFI) = 0.57 
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Appendix 6D-2: Goodness of Fit Statistics of Room Performance Model: The 

Final Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 43 

Minimum Fit Function Chi-Square = 165.18 (P = 0.00) 
Normal Theory Weighted Least Squares Chi-Square = 181.66 (P = 0.0) 

Satorra-Bentler Scaled Chi-Square = 133.22 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 108.74 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 90.22 
90 Percent Confidence Interval for NCP = (59.19 ; 128.87) 

 
Minimum Fit Function Value = 0.55 

Population Discrepancy Function Value (F0) = 0.30 
90 Percent Confidence Interval for F0 = (0.20 ; 0.43) 

Root Mean Square Error of Approximation (RMSEA) = 0.084 
90 Percent Confidence Interval for RMSEA = (0.068 ; 0.10) 
P-Value for Test of Close Fit (RMSEA < 0.05) = 0.00039 

Expected Cross-Validation Index (ECVI) = 0.60 
90 Percent Confidence Interval for ECVI = (0.50 ; 0.73) 

ECVI for Saturated Model = 0.44 
ECVI for Independence Model = 21.71 

 
Chi-Square for Independence Model with 55 Degrees of Freedom = 6469.78 

Independence AIC = 6491.78 
Model AIC = 179.22 

Saturated AIC = 132.00 
Independence CAIC = 6543.53 

Model CAIC = 287.40 
Saturated CAIC = 442.45 

 
Normed Fit Index (NFI) = 0.97 

Non-Normed Fit Index (NNFI) = 0.98 
Parsimony Normed Fit Index (PNFI) = 0.76 

Comparative Fit Index (CFI) = 0.98 
Incremental Fit Index (IFI) = 0.98 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 123.11 
 

Root Mean Square Residual (RMR) = 0.033 
Standardized RMR = 0.033 

Goodness of Fit Index (GFI) = 0.90 
Adjusted Goodness of Fit Index (AGFI) = 0.85 
Parsimony Goodness of Fit Index (PGFI) = 0.59 
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Appendix 6E-1: Goodness of Fit Statistics of Food and Beverage Performance 

Model: The Initial Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 42 

Minimum Fit Function Chi-Square = 167.55 (P = 0.00) 
Normal Theory Weighted Least Squares Chi-Square = 182.23 (P = 0.0) 

Satorra-Bentler Scaled Chi-Square = 136.83 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 109.13 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 94.83 
90 Percent Confidence Interval for NCP = (63.16 ; 134.11) 

 
Minimum Fit Function Value = 0.56 

Population Discrepancy Function Value (F0) = 0.32 
90 Percent Confidence Interval for F0 = (0.21 ; 0.45) 

Root Mean Square Error of Approximation (RMSEA) = 0.087 
90 Percent Confidence Interval for RMSEA = (0.071 ; 0.10) 
P-Value for Test of Close Fit (RMSEA < 0.05) = 0.00013 

 
Expected Cross-Validation Index (ECVI) = 0.62 

90 Percent Confidence Interval for ECVI = (0.51 ; 0.75) 
ECVI for Saturated Model = 0.44 

ECVI for Independence Model = 21.79 
 

Chi-Square for Independence Model with 55 Degrees of Freedom = 6492.58 
Independence AIC = 6514.58 

Model AIC = 184.83 
Saturated AIC = 132.00 

Independence CAIC = 6566.32 
Model CAIC = 297.72 

Saturated CAIC = 442.45 
 

Normed Fit Index (NFI) = 0.97 
Non-Normed Fit Index (NNFI) = 0.97 

Parsimony Normed Fit Index (PNFI) = 0.74 
Comparative Fit Index (CFI) = 0.98 
Incremental Fit Index (IFI) = 0.98 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 119.15 
 

Root Mean Square Residual (RMR) = 0.033 
Standardized RMR = 0.033 

Goodness of Fit Index (GFI) = 0.90 
Adjusted Goodness of Fit Index (AGFI) = 0.84 
Parsimony Goodness of Fit Index (PGFI) = 0.57 
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Appendix 6E-2: Goodness of Fit Statistics of Food and Beverage Performance 

Model: The Final Model 

 
Goodness of Fit Statistics 

 
Degrees of Freedom = 43 

Minimum Fit Function Chi-Square = 168.25 (P = 0.00) 
Normal Theory Weighted Least Squares Chi-Square = 183.20 (P = 0.0) 

Satorra-Bentler Scaled Chi-Square = 138.72 (P = 0.00) 
Chi-Square Corrected for Non-Normality = 109.22 (P = 0.00) 

Estimated Non-centrality Parameter (NCP) = 95.72 
90 Percent Confidence Interval for NCP = (63.84 ; 135.21) 

 
Minimum Fit Function Value = 0.56 

Population Discrepancy Function Value (F0) = 0.32 
90 Percent Confidence Interval for F0 = (0.21 ; 0.45) 

Root Mean Square Error of Approximation (RMSEA) = 0.086 
90 Percent Confidence Interval for RMSEA = (0.070 ; 0.10) 
P-Value for Test of Close Fit (RMSEA < 0.05) = 0.00015 

 
Expected Cross-Validation Index (ECVI) = 0.62 

90 Percent Confidence Interval for ECVI = (0.51 ; 0.75) 
ECVI for Saturated Model = 0.44 

ECVI for Independence Model = 21.79 
 

Chi-Square for Independence Model with 55 Degrees of Freedom = 6492.58 
Independence AIC = 6514.58 

Model AIC = 184.72 
Saturated AIC = 132.00 

Independence CAIC = 6566.32 
Model CAIC = 292.91 

Saturated CAIC = 442.45 
 

Normed Fit Index (NFI) = 0.97 
Non-Normed Fit Index (NNFI) = 0.98 

Parsimony Normed Fit Index (PNFI) = 0.76 
Comparative Fit Index (CFI) = 0.98 
Incremental Fit Index (IFI) = 0.98 

Relative Fit Index (RFI) = 0.97 
 

Critical N (CN) = 120.89 
 

Root Mean Square Residual (RMR) = 0.034 
Standardized RMR = 0.034 

Goodness of Fit Index (GFI) = 0.90 
Adjusted Goodness of Fit Index (AGFI) = 0.85 
Parsimony Goodness of Fit Index (PGFI) = 0.59 

 360


	theses_copyright_undertaking
	b19736320

