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Editor’s Note 
************************************************************************ 

No one could have imagined such a chaotic and difficult situation. The 
Covid-19 pandemic has had terrible impacts on our lives and has 
significantly changed our way of life and work. Our sport has also been 
severely damaged. The loss of children's freedom to play sports raises 
concerns about their lack of sports habits and adverse effects on their 
physical and mental health. It also deprived us of the opportunity to 
enjoy wactching sports. Professional sport events were canceled or held 
without spectators. And above all, the 2020 Tokyo Olympic and 
Paralympic Games have been postponed. No one yet knows whether or 
not this mega event will be held. I hope this difficult situation will settle 
down as soon as possible. 

Even in such a difficult situation, many researchers have contributed 
to our academic journal, the Asian Sport Management Review (ASMR), without stopping their 
research activities. The Volume 15 consists of four wonderful articles that are valuable products of 
such researchers. The research themes are diverse as follows: 1) recognition of moral education in 
martial arts by Japanese and Canadian instructors, 2) the positive influence of national pride on 
perceived excitement at an international sporting event, 3) a qualitative study on social network 
interaction style among Taiwanese sporting goods companies, and 4) the post-IPO (initial public 
offering) financial performance of an Indonesian football club and the impact of match outcomes on 
its stock price. I hope that you will be inspired by each paper and that you will consider submitting to 
ASMR as well. 

As always, much of the editing work was completed by Deputy Editor-in-Chief Dr. Daichi Oshimi. I 
thank him for his great contribution. I would also like to thank the many reviewers for their 
cooperation.  

 
 

 

 

Sincerely yours, 
Hirotaka Matsuoka, Ph. D.  
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The number of students learning and practicing Budo (modern Japanese martial arts) has been stagnant for 

some time in Japan. Satisfaction among Budo students is low, most of them discontinue their involvement 

with Budo for long periods, and many never attempt to learn it. We believe this is a problem of marketing, 

and that moral education at the center of Budo lacks a positive impact on customer satisfaction. In this study, 

we focus on Taekwondo, which strongly emphasizes moral education like Japanese martial arts, by 

interviewing instructors and using questionnaires and group interviews involving parents of students in Japan 

and Canada. We find that while instructors in Japan regard moral education as the most important element 

of Budo, the students consider it unimportant. However, in Canada, we find that instructors do not view moral 

education as a central focus and restrict it to concise moral teaching, which the student’s value.  
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Introduction 

In Japan, interest in sports is increasing in anticipation of hosting the Olympics in 2021. Although 

Karate was added to the 2021 Olympic games, the number of students involved in Budo (modern Japanese 

martial arts)1  has not increased compared with increased participation in other athletic events such as 

baseball, soccer, and others2. We can point to three factors to explain this: 1) satisfaction among students is 

low, and they do not continue with Budo for long and many quit immediately; 2) the recognition of Budo is 

low, and few people intend to learn it; and 3) Budo’s appeal is inferior to that of other sports. Generally, 

when the degree of satisfaction, recognition, and appeal of a product is low, product improvement, 

advertisement, and promotion to improve them are essential for companies. These are important in marketing. 

Therefore, the challenges affecting Budo, as described above, are all problems of marketing. When we 

consider student satisfaction, the first issue from a marketing viewpoint, considering that the number of 

students learning Budo is not increasing, we focus on moral education, which is a characteristic of Budo. 

According to the Japanese Ministry of Education, Culture, Sports, Science, and Technology, Budo is 

a culture peculiar to Japan that arose from the concept of Bugi (military arts) or Bujutu (martial arts). 

Students learn the traditional way of thinking as part of Budo and learn to play a game while respecting 

others, through participating in Budo. Traditional concepts in Budo are moral training and respecting one’s 

partner and others, based on courtesy. The Ministry of Education, Culture, Sports, Science and Technology 

has viewed Budo as important and has included Budo in physical education for junior high school boys since 

2012. This was the second time for such a requirement. Budo education was required in 1931, but the General 

Headquarters, the Supreme Commander for the Allied Powers objected to Budo’s mental training and 

abolished it as a requirement. In general, the Japanese people recognize that there is a mental discipline at 

 
1 The definition of Budo, according to the Nihon Budo association, is as follows. “Budo comes from a tradition 

of the Bushido and is the unique training culture of emotional strength and techniques based on the practice of 

Bugi (military arts) systematized in Japan. Students can achieve discipline, emotional strength, and physical 

abilities, improve personality and sense of morality, and cultivate a manner of respect and courtesy. Budo is the 

generic name of Judo, Kendo, Kyudo, Sumo, Karate, Aikido, Shorinji Kempo, Naginata, and Jukendo.” 
2 According to the “Annual Report on Sports 2017,” participation in sports in Japan is as follows: soccer (995,670), 

basketball (636,987), golf (551,218), soft tennis (458,275), track and field (417,435), and volleyball (426,273), 

and as well as Judo (161,211) and Karate (83,785) in the martial arts. We cannot know the number of participants 

in baseball because there is no unifying baseball organization in Japan. The Japanese Academy of Budo held a 

symposium about declining participation in Kendo, in which it was reported that the decrease in dojo students and 

decreased participation of young people is particularly serious (Research Journal of Budo, 27(Supplement), 1994).  

mailto:ketomita@mail.doshisha.ac.jp
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the center of the teachings of Budo, that physical training is education for developing moral character. 

According to Matsubara (2013), education has been important in Budo since Jigoro Kano established Judo 

in 1877. Kano did not teach Judo only for competition (sports) and for practice (games); he considered it to 

be educationally valuable. He viewed “martial arts as a way to think with a body,” and positioned Judo as a 

means of education to lead the youth, who were apt to become rough, disciplined, and talented people who 

could contribute to society. 

Nitobe (1908) wondered why the Japanese people had a moral sense even though they do not receive 

religious education and concluded that the Japanese sense of morality and justice are formed by Bushido. 

Bushido, as Nitobe noted, is affected by Confucianism, Buddhism, and Shintoism and is based on seven 

virtues: justice, bravery, mercy, respect, faithfulness, pride, and loyalty to a higher power. These seven 

virtues form the purpose of moral education in present-day Budo. 

In sports education, values such as sportsmanship (Matsuda, 2018), personal and social development 

(Takahashi, 1984), physical and personal formation (Tomozoe, 2018), and nonviolent character (Kiku, 2013) 

have been identified in Japan, and these are also important in Budo. However, Budo has a strong belief in 

training the mind, which is not seen in other sports. 

As noted above, the number of students involved in Budo is not increasing, and we point out that the 

main reason is that student satisfaction is low. As a result, students do not continue with Budo for long 

periods. We believe that this is a problem of marketing and that moral education at the center of Budo does 

not positively influence customer satisfaction. We investigated Taekwondo in analyzing Budo because 

Taekwondo is closely related to Karate, moral education is also considered important in Taekwondo, 

although it is part of Korean, not Japanese Budo. In our study, we found that Japanese Taekwondo instructors 

regarded moral education as the most important, but their students did not. Therefore, Budo’s moral 

education does not have a positive influence on customer satisfaction. Hence, there is a gap between 

Taekwondo Education, as instructors see it, and the needs of the students. 

The remainder of this paper is organized as follows. Section 2 explains Taekwondo and the moral 

education of Taekwondo and our interviews with instructors. Section 3 reviews the study of customer 

satisfaction and service marketing. In Section 4, we set our hypothesis model and describe our questionnaire 

and group interview surveys with the students’ parents. Section 5 discusses the findings of our investigation, 

and Section 6 presents our conclusions. 

 

Moral education of Taekwondo 

History and moral education of Taekwondo 

Taekwondo was founded in Korea in 1955 by Choi Hong Hi. He studied abroad in Japan in the early 

1940s and learned the Shotokan karate. He created Taekwondo based on the Shotokan karate and emphasized 

kicking to differentiate it. Taekwondo was formally recognized as the country’s national sport by the Korean 

President; however, Taekwondo later divided into two groups (Table 1), the ITF (International Taekwon-Do 

Federation), which Choi founded in 1966, and the WTF (World Taekwondo Federation), which was founded 

in Korea in 1973, based on the Taekwondo Association3. The military was in control of politics in Korea 

when Choi created Taekwondo, and Park Chung Hee, who was younger than Choi in the army, became 

President. As a result, the relationship between Choi and Park worsened, and because the President 

controlled Taekwondo, Choi left the Taekwondo Association and founded the ITF4. 

Since the Shotokan karate, which Choi learned in Japan, had thorough mental training, he pursued not 

only physical techniques but also mental education. His two main teachings in Taekwondo are that Budo’s 

moral education is more important than the technical and physical aspects and that its philosophical teachings 

contribute to world peace (Choi, 1990)5. He puts the five Taekwondo Spirits (tenants) at the center of 

Taekwondo education: courtesy, integrity, perseverance, self-control, and indomitable spirit. The 

 
3 The differences between the two Taekwondo are as follows. ITF adopted the light contact rule. Players wear 

protective gear only on the hands and feet. It prohibits low kicks; it permits attacks to the body above the waist 

(an obi). It also permits punching attacks to the face. This is similar to the Karate that Choi learned in Japan. 

Whereas, WTF adopted a limited full-contact rule. Players wear protective gear not only on hands and feet but 

also on the head and body. It prohibits low kicks and punching attacks to the face. It is considered speedier and 

safer than ITF. 
4 Hereafter, we refer to ITF Taekwondo simply as “Taekwondo” in this paper. 
5 Choi did not create Taekwondo as a competition aimed at victory. His purpose was based on the Budo spirit 

that he learned while studying abroad in Japan. 
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Taekwondo Spirits have been translated into every language and are written on the front walls of dojo studios 

all over the world. In Japan, an instructor and the students seiza (sit on the knee) together after training and 

repeat the five Taekwondo Spirits, with the instructor explaining their meanings every time. In many dojo 

studios around the world, members acknowledge Taekwondo Spirits at the beginning of training sessions 

and competitions, and seminars by standing straight, bending the right elbow to a right angle, and raising the 

right hand high. 

Table 1. History of Taekwondo 

 
 

 

Our study examines why the number of students involved in Budo is not increasing and notes that the 

main factor is the emphasis on moral education. Is this moral education useful for marketing activities that 

would increase the number of students in Budo? There are few Taekwondo students and dojo studios in 

Japan, but there are many Taekwondo students as well as dojo studios elsewhere in the world6. For example, 

a dojo studio in Osaka, Japan, has 12 primary schoolchildren and seven adults, 19 in total. In contrast, a dojo 

studio in Vancouver, Canada, has 87 primary schoolchildren and 34 adults, 121 in total (as of May 2019)7. 

Is this difference affected by the emphasis on moral education? 

 

Education that Taekwondo instructors emphasize 

In this section, we investigate what instructors in Japan and Vancouver teach the most. We conducted 

individual interviews with five instructors each, from Japan and Vancouver8. Interviews in Japan were 

conducted via Skype and telephone in May 2019. In Vancouver, interviews were conducted in person in 

June 2019 on our visit. The contents are listed in Table 2. 

The first answer that all five Japanese instructors gave was “Taekwondo Spirits,” which says that they 

carefully explain courtesy, integrity, perseverance, self-control, and indomitable spirit in their schools. The 

second answers these instructors gave were all different, as shown in Table 2, but all were related to moral 

education. They teach techniques and ways to win games only after placing great importance on such moral 

education because they are convinced that students expect moral education, which is the essence of martial 

arts. Moreover, when instructors were students, they received moral education from their instructors. Their 

 
6 According to Crudelli (2010) and Iwagami (1987), 70% of Budo students learn Taekwondo in the United States. 

The number of ITF students in the late 1980s was 15 million worldwide, with 30 million in the WTF. These total 

numbers far exceed 30 million, which is the number of Karate students. We cannot obtain accurate current totals 

because the ITF split into three groups (Table 1), and each group does not publish the number of its students. 
7 A “primary school child” in our study is 5 years old and over, 12 years old and under. Some students are under 

4 years old at some dojo studios, but the dojo studios in Osaka and Vancouver limit participation 5 years old and 

over. 
8  The individual interviews in this section and the group interviews in Section 4 are semi-structured. We 

transcribed the contents answered by the respondents and analyzed the contents. In content analysis, after the 

interview, we code and categorize the textual content (Berelson, 1952; Krippendorff, 1980). In this study, we 

emphasized the transcription of the respondents’ thoughts. 
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basic idea is that students cannot win in competitions if they lack a strong spirit. Moral education is provided 

in every session for 5-10 minutes after repeating the Taekwondo Spirits, with students seiza (sitting on the 

knee) during and after training. 

 

Table 2 Investigative interviews of Japanese and Canadian instructors 

 
 

However, the answers of the five instructors in Vancouver are mostly the same. They state that the 

first priority is teaching the techniques of Taekwondo, and it is important to teach the enjoyment of 

Taekwondo. The training is not a Japanese style in which students grit their teeth, sometimes groan, and 

endure. It is serious and hard, but students smile and sometimes share a joke during the training. Their 

responses were the same as what is viewed as important in the group behavior of other sports, such as 

leadership, friendship, cooperation, the pleasure of team building, and a sense of accomplishment, after 

techniques, and enjoyment. Unlike Japan, the instructors in Vancouver are primarily focused on techniques 

such as how to win in competitions and conquering weaknesses. No instructors mentioned moral education, 

but their students repeat the Taekwondo Spirits. The Canadian instructors nonetheless emphasized the 

importance of standing in line, bow, and honorifics. 

In the interviews with the instructors, there was a stark contrast in emphasis given to moral education 

between Japan and Vancouver. We believe that the presence and importance of the moral education aspect 

of Taekwondo affect the number of students. We built a hypothesis model for this and analyzed it 

quantitatively in Section 4. 

 

Previous studies 

The instruction of Taekwondo may be seen as providing services in a marketing framework. We can 

then use the service marketing framework, which is based on the logic that when customers are satisfied 

with the service of the provider, the company can generate profits (Anderson et al., 1997；Kamakura et al., 

2002；Fornell et al., 2006). Therefore, service quality has become the main priority (Zeithaml. 2000；
Zeithaml et al., 1996a), that is, the company must improve service quality to increase customer satisfaction. 

As a result, the perceived quality of the customer is important (Anderson & Fornell, 2000). There are various 

aspects to consider, including the argument that the customer’s perceived quality is premised on multiple 

consumption experiences (Bitner, 1990) and the question of causal relationship; for example, whether 

customer satisfaction increases when perceived quality is high, or whether perceived quality increases when 

customer satisfaction is high (Spreng et al., 2009). Nevertheless, in research on service quality, many studies 

have argued actively for SERVQUAL, a model that measures service quality (Parasuraman et al., 1988); 

however, there is much criticism about the measurement methods (Cronin & Taylor, 1992) and 

reproducibility (Babakus & Boller, 1992), therefore, an absolute theory does not exist. 
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We refer to the Japanese Customer Satisfaction Index (JCSI) model proposed by Ono (2010)9 (Figure 

1). Since the JCSI model expresses the cause and effect of customer satisfaction in service companies (Ono, 

2010), it is suitable for analyzing the structure of customer satisfaction. This model adopts three latent 

variables as precedent factors of cumulative customer satisfaction: perceived quality, perceived value, and 

customer expectations, and two latent variables as result factors, namely recommended intention and 

customer loyalty (repurchasing intention). Ono (2016) added switching costs as a result factor. Moreover, 

the JCSI model uses 10-point Likert scales to increase the dispersion of data, and because it fits many service 

industries, we set our hypothesis model using it as a reference. 

 

 
 

Figure 1. JCSI model (Cited from Ono (2016)) 

 

 

Survey 

Setting of the hypothesis model 

The hypothesis model used in our investigation is based on the JCSI model from Ono (2016). Since 

we expected a lower number of data samples, we tried to simplify the model. Our hypothesis model, based 

on structural equation modeling (SEM), is shown in Figure 2. This model uses moral education, technical 

coaching, and personality as variables that affect Budo participants’ satisfaction, and we assume a positive 

relationship for each. As the instructor is responsible for providing most of the services in Budo, including 

Taekwondo, we believe moral education and technical coaching form the instructional contents and 

therefore pay more attention to the personality of the instructor. 

According to Ono (2010), perceived quality is the customer’s subjective evaluation of the quality and 

performance of service. However, perceived value is the subjective evaluation of whether quality and 

performance are consistent with the amount of money the customer paid. In the JCSI model, customer 

satisfaction is seen as a quality driver when the influence of perceived quality is strong or a price driver when 

the influence of perceived value is strong. Therefore, the influence of customer satisfaction fluctuates in this 

model. In contrast, moral education, technical coaching, and personality in our model are all variables 

affecting perceived quality. 

The observed variables of perceived value in the JCSI model are price evaluation for quality, quality 

evaluation for the payment amount, and good value (Ono, 2016). The price paid by the customer is significant 

in these evaluations. In addition, the customer must have experience in consuming similar services to 

evaluate. We did not adopt a variable for a perceived value because we believe that most customers have 

had less experience learning about Budo than other services in general. Besides, it is difficult to determine 

the amount of money (monthly fee) that a Budo customer pays. We excluded customer expectations as a 

variable because it is difficult for them to have expectations when they have had less consumption experience, 

because to expect consumers need the experience. Additionally, Ono (2016) found that the path coefficient 

from customer expectations to customer satisfaction is not often statistically significant. Moreover, customer 

satisfaction is not transaction-specific but cumulative satisfaction, as in the JCSI model, because students 

involved in Budo attend dojo studio on an ongoing basis. 

Therefore, we propose the following hypotheses about perceived quality: 

 

 
9  JCSI was made based on American Customer Satisfaction Index (ACSI). Besides, there is the 

European Performance Satisfaction Index (EPSI). 
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 H1: When moral education increases, customer satisfaction increases. 

H2: When technical coaching increases, customer satisfaction increases. 

H2: When the personality of the instructor is good, customer satisfaction increases. 

 

Next, we hypothesized that recommended intention and loyalty increase when customer satisfaction 

increases, as in the JCSI model. Ono (2010) adopted the variable word-of-mouth, but Ono (2016) changed 

the variable name to recommended intention. We also use recommended intention, and its content relates to 

word-of-mouth and invitation. In addition, in the JCSI model, loyalty means that a customer repurchases the 

service if available; however, in our model, loyalty means that a student continues to attend the dojo studio. 

Switching cost occurs when a customer changes to another service in the JCSI model. Hence, in the 

context of learning Budo, students may switch to another type of activity after they stop learning Budo; 

however, rarely, a student would then switch to another Budo. For example, a student rarely learns Karate 

after stopping Taekwondo. Therefore, we excluded the switching cost as a variable. 

 

 H4：When customer satisfaction increases, the recommended intention increases. 

H5: When customer satisfaction increases, loyalty increases. 

H6: When the recommended intention increases, loyalty increases. 

 

 
Figure 2. Hypothesis model 

 

Method of investigation 

In Japan (Osaka) and Canada (Vancouver), we used a survey questionnaire for the parents of primary 

schoolchildren. When we think about a customer, we imagine a single consumer behavioral decision-making 

process, such as selecting a product, purchasing, and using. Therefore, a customer has three aspects: buyer, 

payer, and user; however, one person does not necessarily fulfill all these aspects (Sheth et al., 1999; Bon & 

Pras, 1984). In some cases, all the aspects are one person, while in others, they can be different. In a child’s 

lesson, like Taekwondo, if the student is a primary schoolchild, the user is the child, but the buyer and payer 

are the parents. Therefore, the value of parents as customers is high, and thus, it is appropriate that this survey 

targets parents as customers. Another reason is that it is difficult for primary schoolchildren of lower grades, 

in particular, to reply to a questionnaire. We found that the parents grasped the contents of the training and 

the instructions provided well and were able to respond to the questionnaire accurately because many of 

them sat next to the dojo studio and watched their children during the training10. 

Many questions in our questionnaire used a five-point Likert scale ranging from 1 (strongly disagree) 

to 5 (strongly agree) because it makes them easier to answer, although the variance is small compared with 

a 10-point scale. 

The survey in Japan was conducted during the annual competition in Osaka on April 14, 2019. 

Respondents included students from outside the Osaka area who participated in the competition. We obtained 

answers from 46 people of which, the number of valid answers was 44. If two siblings are students, the 

parent answers to the older child. The survey in Vancouver was conducted at the time of public performance 

 
10 We wanted to survey adult students but we focused on primary schoolchildren to secure the required number 

of samples, as the number of adult students is small. Since adult students are not only users but also buyers and 

payers, the survey targeting adult students is left as our future research topic. 
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on June 2, 2019, therefore, answers were obtained from a single dojo studio. We obtained answers from 61 

people of which, the number of valid answers was 5611. 

 

 

 

 

Comparison of personal information 

A comparison of information for Japanese and Canadian respondents is shown in Table 312. The 

average age is 9.18 years in Japan and 9.39 years in Canada, which is quite similar. Regarding continuation 

years (the number of years the students have been learning Taekwondo), most have under one year in Japan, 

whereas in Canada, more have 1–2 years or 2–3 years. Based on this comparison, students in Japan have 

fewer years of training on average than Canada. On comparing the ratio of boys to girls, there is not much 

difference between them. Fewer students in Canada learn Taekwondo together with siblings and have parents 

with martial arts experience compared with Japan. The martial arts experience of parents surveyed in Canada 

is zero. Whether students learn other sports is similar between both countries; however, many more Japanese 

students participate in other learning activities compared with Canadian students. 

 

Table 3. Comparison of personal information 

 
 

Results of the analysis 

The averages and standard deviations of each variable are shown in Table 4. The lowest Cronbach’s 

alpha was 0.76 for technical coaching. They exceed most standard values considered acceptable; therefore, 

we can confirm reliability. Further, the reliability and validity of the latent variables are shown in Table 5. 

The AVE (Average Variance Extracted) values of both Japan and Canada are all more than 0.5, and the CR 

(Composite Reliability) values are all more than 0.6. Thus, we can confirm the convergence validity. 

Furthermore, all AVE values are larger than the square of the coefficient of correlation between factors. 

Therefore, we can confirm the discrimination validity. 

 

Table 4. Averages and standard deviations of each variables 

 
11 When the number of samples is small in SEM, we have to consider the problem of stability. However, according 

to Bentler and Chou (1987), five times the number of parameters are required as samples, and our model has six 

parameters. Analysis with large sample size is our future research topic. 
12 Since the Japanese sample is not limited to Osaka, but nationwide, we can refer to it as “Japan.” However, the 

Canadian sample is limited to Vancouver, so we cannot refer to it as “Canada,” but for convenience, we refer to 

it as “Canada.” 

Japan(n=44) Canada(n=56)

Average age 9.18 9.39

Continuation years

  ➀:Under 1 year

 ②:1-2 years

 ③:2-3 years

  ④:More than 3 years

➀:20

②:14

③:8

④:2

➀:12

②:24

③:16

④:4

Boys/Girls Boys:31  Girls:13 Boys:39  Girls:17

Siblings only:27  together:17 only:48  together:8

Parents' experience Yes:8  No:36 Yes:0  No:56

Other sports Yes:13  No:31 Yes:12  No:44

Other learning Yes:31  No:13 Yes:10  No:46
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Table 5. Reliability and validity 

 
 

The results of the SEM analysis are shown in Figure 3. For the conformity degree index, the Japanese 

data produced the following results: χ2 = 238.21 (df = 95) (p > 0.05), GFI = 0.91, AGFI = 0.86, and RMSEA 

= 0.09. The Canadian data produced the following: χ2 = 253.17 (df = 95) (p > 0.05), GFI = 0.95, AGFI = 

0.89, and RMSEA = 0.09. Both AGFIs are less than 0.9, but the other results are acceptable. 
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Figure 3. Results of the SEM analysis 

 

 

Whether each of our six hypotheses is supported or not is shown in Table 6. Among the paths that 

affect customer satisfaction, in Japan, moral education (H1) is not supported, but technical coaching (H2) 

and personality (H3) are supported. However, in Canada, moral education (H1) and technical coaching (H2) 

are supported, but personality (H3) is not supported. Therefore, in Japan and Canada, results for technical 

coaching (H2) are the same; but, the results for moral education (H1) and personality (H3) are conflicting. 

The path from customer satisfaction to recommended intention (H4) is supported in either country. 

However, the standard partial regression coefficients are 0.44 and 0.89, respectively, and we found that the 

path has a relatively strong influence in Canada. The path from customer satisfaction to loyalty (H5) is 

supported by a high tendency in both Japan and Canada, however, the path from the recommended intention 

to loyalty (H6) is not supported by both countries.  

 

Table 6. Table of hypothesis testing 

 
 

Additional investigation 

In Section 2-2, we describe the results of individual interviews with instructors who are suppliers of 

the service. In this section, we conduct group interviews with five parents who are consumers of the service. 

We conducted the interviews on June 23, 2019, in Japan, and on June 21, 2019, in Canada. We needed 

approximately an hour for both interviews during and after the training. The question we asked was, “what 

do you think about moral education?” The main answers are summarized in Table 7. 

As can be seen, the answers in Japan are all negative, while those in Canada are all positive. This result 

is consistent with our findings regarding H1 (moral education → customer satisfaction) in the SEM. Moral 

education is always conducted at schools in Japan, but not in Canada where, schoolchildren have few 

opportunities to learn moral education such as standing in line, bowing, and honorifics at schools. Since 

having fun and being at ease is seen as important in school life, parents feel that their children have few 

opportunities to learn these habits at school. Therefore, in Canada, parents feel the need to learn moral 

education and good manners through Budo education. 

 



13 

 
 

Table 7. Answer from the parents 

 
 

 

 

Discussion 

Through our interviews with the instructors in Japan, we found that they regarded moral education as 

the most important; however, from the questionnaire investigation and the group interview with the parents, 

we found that students did not consider moral education important. Instructors provide moral education as a 

priority, though it does not match the needs of the students’ parents. Hence, the supplier places moral 

education at the core of the service, but it does not match the needs of the customer. In this situation, customer 

satisfaction does not increase. This gap is considered one of the main reasons why the number of students in 

Taekwondo dojo studios is not increasing in Japan. Therefore, the implication is that instructors should not 

assign top priority to moral education and that they should provide it briefly. 

    Apart from Taekwondo instructors, other instructors in martial arts feel moral education is important 

because Japanese leaders feel that students expect it, and it is the essence of martial arts. When instructors 

were students, they learned moral education from their instructors, and only those who approved of and 

accepted it continued training and became instructors themselves. Conversely, students who do not feel the 

importance of moral education leave Taekwondo because they do not enjoy the environment. Therefore, 

instructors share a sense of the importance of moral education and believe that all students expect and value 

it as they do. 

      However, in Canada, we found that students’ parents felt the need for moral education based on 

both the questionnaire investigation and the group interviews with parents. Learning moral education is more 

concise than in Japan, and the content matches the needs of the customers based on our interviews with the 

instructors and the parents. In contrast to Japan, there are fewer opportunities to learn moral education in 

Canadian schools. Since customers who feel the need for moral education expect martial arts to learn, it 

matches the needs of those customers. As a result, there are more Taekwondo students in Canada than in 

Japan. 

Finally, we state our theoretical contribution. It is proved that service quality affects customer 

satisfaction (Gupta & Zeithaml, 2006; Zeithaml, 2000; Zeithaml, et al., 1996b) and that customer satisfaction 

affects customer loyalty (Anderson & Mittal, 2000; Bolton, 1998; Mittal & Kamakura, 2001) in marketing 

study. In our study, we were able to investigate them in the marketing of martial arts. Hence, we can apply 
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the service marketing model to martial arts. However, the contents of service quality to become the factor of 

customer satisfaction differ between Japan and Canada. We found that moral education, as emphasized by 

service providers, does not positively influence their customers’ satisfaction in Japan. 

 

Conclusion 

Our study enquires why the number of students participating in martial arts is not increasing and 

focuses on moral education as the core of martial arts instruction. Furthermore, we focused on Taekwondo, 

which emphasizes moral education. We conducted individual interviews with instructors and obtained 

responses to an investigational questionnaire and conducted group interviews with the parents of students in 

Japan and Canada. We found that instructors in Japan regarded moral education as the most important 

element of Taekwondo, but the students’ parents did not regard it as important. However, in Canada, we 

found the instructors did not regard moral education as the most important element but included a small 

portion as part of their training, whereas, the students’ parents felt the need for that level of moral education. 

      It is interesting to note the contrasting results between Japan and Canada, however, we have to 

consider the differences in the role of moral education at schools and in the cultural differences between the 

two countries. In Japan, instructors emphasize moral education, but they have few students. Whereas, in 

Canada, instructors do not spend as much time on moral education, and they have many students. In brief, 

we conclude that viewing moral education as the most important part of martial arts training has a negative 

influence on students’ satisfaction in Japan. In Japan’s Taekwondo instruction, the importance of moral 

education by instructors does not match the needs of the students. Hence, we found a significant gap between 

Taekwondo instructors and their students in Japan. 

      Concerning the limitations of our study, we performed the analysis with small samples because of 

the relatively small number of students in Japan, even though the questionnaire was distributed in the 

competition games that the domestic students gathered. Moreover, our research focused on primary 

schoolchildren, and we anticipated that children in the lower grades could not answer the questions and had 

their parents do so. Therefore, the expansion of the sample size and investigation of adult students will be 

our future research. 

      We have two additional suggestions for future research. One is the need to investigate other martial 

arts. The martial arts originated in Japan, and they include Judo, Kendo, and Karate, while Taekwondo 

originated in Korea. This paper focused on Taekwondo because it strongly emphasizes the importance of 

moral education. However, it would be useful to investigate whether other martial arts such as Judo, Kendo, 

and Karate produce similar results, which would allow us to generalize on martial arts. Another suggestion 

is that we consider cultural differences across countries, the difference in the way children are educated, and 

differences in participation in other sports and learning activities. 
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The relationship between hosting an international sporting event and national pride has been extensively 

studied with host countries benefiting from a temporary slight increase in the level of national pride. The aim 

of this paper is to examine the relationship between national pride and international sporting events further. 

155 respondents from a tertiary educational institution were recruited to watch football matches from the 

2009 Asian Youth Games. They were randomly split into two groups with one group watching a match 

featuring their home country. The study found that for the group watching the match featuring their home 

country, there was a significant, strong, positive relationship between national pride and perceived excitement 

of the game (r=.52, n=61, p<.01). This suggests that national pride can affect the perceived excitement of the 

game and hence intention to be a spectator of international sporting events. 
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Intoroduction 

When countries host a major international sporting event, there can be both economic and non-

economic benefits (Kim & Petrick, 2005; Waitt, 2003). In particular, several studies have shown that citizens 

of the host country can experience a small and temporary increase in national pride (Hilvoorde, Elling, & 

Stokvis, 2010; Kersting, 2007; Kim & Petrick, 2005; Leng, Kuo, Baysa-Pee, & Tay, 2012). In part, this is 

due to exposure to nationalistic symbols present during the sporting event (Hilvoorde et al., 2010; Morgan, 

1997; Sasada, 2006). 

It has also been suggested that international sporting events tend to attract spectators with higher levels 

of national pride (Leng, Kuo, Baysa-Pee, & Tay, 2015). This is perhaps because such events allow them to 

express their nationalistic pride in their country. However, this is an area that is not examined extensively. 

The aim of this paper is to examine this phenomenon. Specifically, the study seeks to examine the 

relationship between national pride and perceived excitement of a football game. This will shed further light 

on the role of national pride in major international sporting events. 

Competitive soccer matches from the Asian Youth Games Singapore 2009 will be used in this study 

to examine the relationship between national pride and perceived excitement. The Asian Youth Games is an 

international multi-sport event that is held every four years. It was first mooted as part of Singapore’s Youth 

Olympic Games bid in 2007 and the country was awarded the hosting of the first Asian Youth Games in 

2009. The event attracted more than 1,400 athletes from 40 countries participating in nine sports (Singapore 

Asian Youth Games Organising Committee, 2009). 

 

Literature Review 

National Pride 

National pride can be defined as the positive affect that the public feels towards their country as a 

result of their national identity. It is both the pride or sense of esteem that a person has for one's nation, and 

the pride or self-esteem that a person derives from one's national identity (Smith & Jarkko, 1998). The 

General National Pride Scale has been developed to measure the extent to which a citizen is proud of his 

nation, its achievements and what it stands for. It consists of 5 items on a 5-point Likert Scale. Hence the 

possible range of scores is from 5 to 25 (Smith & Jarkko, 1998). The scale has been used extensively in 

many studies to measure national pride. In 1995, the scale was used to measure national pride across 24 

countries with scores ranging from 13.5 in Slovakia to 17.6 in Austria (Smith & Jarkko, 1998). In 2003, 

another study across 33 countries found that the national pride scores ranged from 13.4 in Latvia to 18.4 in 

Venezuela (Smith & Kim, 2006). 

Singapore was not included in the list of countries in the two studies discussed above. However, 

researchers in Singapore have conducted two large studies in the country using the General National Pride 

scale. 1,451 Singaporeans aged 15 to 64 years was found to have a national pride score of 17.2 in a study 

mailto:hokeat.leng@nie.edu.sg
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conducted in 1999 (Tan & Ooi, 2000). Ten years later, in 2009, a study with 2,016 Singaporeans between 

21 to 64 years of age reported the same score of 17.2 on the General National Pride scale (Tan & Koh, 2010). 

Both these studies suggest that Singaporeans have a high level of national pride when compared to other 

countries. 

The literature on national pride have found that there are differences in the level of national pride 

between demographic groups. This is due mainly to different life experiences across demographic groups. 

For example, as younger respondents are less likely to be exposed to extreme nationalistic sentiments during 

the two World Wars and other major politically-divisive events, they tend to have a lower level of national 

pride compared to older respondents (Smith & Jarkko, 1998; Smith & Kim, 2006). Similarly, in Singapore, 

younger Singaporeans tend to report lower levels of national pride (Tan & Koh, 2010; Tan & Ooi, 2000). 

Disparate levels of national pride between demographic groups in a country can thus be attributed 

to differing access to nationalistic sentiments, including attendance at international sports events (Sasada, 

2006). Sport is an important and conspicuous vehicle for the public expression of national pride and 

collective unity. Through sport, narratives of shared meaning, experiences and values for the nation are 

created for the citizens of a nation. In addition, international sports competitions encourage displays of 

nationalism with prominent displays of national symbols, national flags and athletes donning national 

colours. Spectators are provided ample opportunities to strengthen their national identity by proclaiming 

their national affiliation and increase their antagonism towards rival nations in sports (Hilvoorde et al., 2010; 

Maguire & Poulton, 1999; Mangan, Kim, Cruz, & Kang, 2013; Morgan, 1997; Sasada, 2006; Topič & 

Coakley, 2010). 

This is particular so at elite international sports events where winning at competitive games becomes 

more important due to an affirmation of national pride on a larger geopolitical stage. Sport, after all, is 

sometimes seen as a proxy for war. Success in such contests can reinforce the sense of national identity and 

pride (Bairner & Dong-Jhy, 2011; Dóczi, 2011; Maguire & Poulton, 1999; Mangan et al., 2013; Oshimi & 

Harada, 2012; Topič & Coakley, 2010). 

Indeed, many nations have capitalised on the hosting of major sports events to increase the sense of 

national pride amongst its citizens including South Africa’s hosting of the World Cup (Alegi, 2010), 

Australia’s hosting of the Sydney 2000 Olympic Games (Waitt, 2003), and Germany’s and South Korea’s 

hosting of the FIFA World Cup (Kersting, 2007; Kim & Petrick, 2005). However, such increase in national 

pride is usually small and temporary. 

It is thus generally concluded that national pride is a stable characteristic. When influenced by 

external events, such as sports events, it may undergo temporary and minor fluctuations (Hilvoorde et al., 

2010). Despite this, many scholars believe that sporting events can play a role in fostering a national identity. 

The sporting event can become part of the national narrative and history. In the long term, it can bond citizens 

together through their shared national narrative and history (Kersting, 2007; Kim & Petrick, 2005; Waitt, 

2003). 

The increase in national pride in hosting major sports events has been attributed in part to the grand 

displays celebrating the country’s capabilities and unique culture including the opening and closing 

ceremonies (Hogan, 2003; Lutan, 2005; Traganou, 2010). For example, the opening ceremonies of the 

Olympic Games will usually present universal ideals of humanism and peaceful internationalism, but will 

also seek to showcase the host country’s achievements to the world (Hogan, 2003; Lee & Maguire, 2009; 

Traganou, 2010). The increase in national pride in hosting major sports events has also been attributed to the 

new stadiums and facilities that are built for hosting these events. These stadiums are used to demonstrate 

the technological and economical capabilities of the nation. In addition, they are used to instil a sense of 

national pride among the citizens of the hosting nation (Lutan, 2005; Traganou, 2010). 

However, access to nationalistic sentiments at sports events goes beyond spectators in sports 

stadiums. Sports events are often broadcasted on television or the internet. Viewers can thus gain access to 

nationalistic sentiments through such broadcasts. More importantly, the media can reinforce feelings of 

national pride by reliving the glorious moments in the nation’s sporting history and portraying the success 

and hopes for the national team (Hilvoorde et al., 2010; Lee & Maguire, 2009; Maguire & Poulton, 1999). 

The above literature review suggests that there exists a relationship between national pride and 

sports events. The hosting of major sports events can temporarily raise national pride as spectators are 

provided with the opportunity to witness the achievements of their nation through the competition, 

ceremonies and new sports infrastructure. However, a recent study found that spectators and viewers of 

international sports events tend to have higher levels of national pride when compared to respondents who 

do not watch international sports events (Leng et al., 2015). This suggests that the relationship between 
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national pride and sports event may be more complex. As there is limited literature on this phenomenon, it 

is necessary to examine how national pride affect the motivation for spectators to watch a game. 

Spectator Motives and Excitement of Games 

There is extensive literature on spectators’ motives in watching a sports game (Funk, Filo, Beaton, 

& Pritchard, 2009; Mahony, Nakazawa, Funk, James, & Gladden, 2002; Wann, Grieve, Zapalac, & Pease, 

2008; Won & Kitamura, 2007). Consequently, several scales have been developed to measure the motives 

of sports fans. The Sport Fan Motivation Scale consists of 23 items and measures eight motives. These are 

escape, economic, eustress, self-esteem, group affiliation, entertainment, family and aesthetics. These 

motives suggest that sports fan may watch sports because they provide a means of escape from everyday 

tedium. Sports fans may also watch sports for economic gains that is accrued through sports wagering. Some 

sports fans enjoy watching sports for the entertainment and excitement. Hence, for these fans, the motive for 

watching sports is euphoric stress or eustress. Finally, sports fans may also watch sports because it allows 

them opportunity to socialise with others (Wann et al., 2008). Other scholars have found similar motives 

among sports fans and developed other motivation scales including the 12-factor Motivations of the Sport 

Consumer, the 9-factor Motivation Scale for Sport Consumption and the 10-factor Sport Interest Inventory 

(Won & Kitamura, 2007). 

These studies have also suggested that motivations of sports fans can vary across demographic 

groups. For example, in one study, it was found that male sport fans are more likely to be motivated by 

eustress, self-esteem, escape and aesthetics. On the other hand, female sport fans are more likely to be 

motivated by the opportunity for socialisation with the family (Wann, Schrader, & Wilson, 1999). Other 

studies have also found support for gender differences in the motives of sports fans (James & Ridinger, 

2002). 

Extending from this, researchers have also found cultural and inter-country differences in sports 

motivation among sports fans (Won & Kitamura, 2007). As such, some scholars have adapted the sports 

motivation scales to account for cultural differences. These include scales adapted for spectators in Japan 

(Mahony et al., 2002; Nishio, Larke, van Heerde, & Melnyk, 2016), Korea (Won & Kitamura, 2007) and 

Turkey (Dorak, Ozsaker, & Vurgun, 2013). For example, the scales developed for Japan did not include 

economic factors but added community pride and psychological attachment to the team or athlete (Mahony 

et al., 2002). 

In sum, the literature suggests that there are many motives for watching a sports game. To 

complicate further, these motives may differ across demographic and cultural groups. However, excitement 

of the game seems to be a consistent factor across studies. Hence, perceived excitement of the game will be 

examined as a factor for this study. More importantly, the literature has not identified national pride as a 

motive but included similar concepts like community pride and psychological attachment. Hence, this 

suggests that it may be illuminating to examine national pride and its effect on spectatorship. 

 

Methods 

In 2011, a national survey found that television is the most popular medium for watching sports 

events in Singapore, with 92% of Singaporeans watching sports events on television. Football was the most 

popular sport watched by Singaporeans across platforms including television, event venue and online, with 

68% of Singaporeans watching the sport (Sport Singapore, nd). As football is a popular sport in Singapore, 

it is appropriate to select the sport for this study. 

155 participants were recruited from the student population in a tertiary educational institute located 

in the north of Singapore. They were randomly split into 2 experimental groups. Both groups were led into 

one of two lecture halls where they watched the first half of a football match from the 2009 Asian Youth 

Games. The duration for the match was about 40 minutes. Respondents in Group 1 (n=88) watched the game 

between China and Republic of Korea while respondents in Group 2 (n=67) watched the game between Iran 

and Singapore. Subsequently, the respondents completed an online survey which took about 5 minutes to 

complete. The survey instrument included items measuring national pride, perception of the game and other 

demographic variables. 

 

National Pride 

In this study, national pride is measured using The General National Pride Scale. It consists of five 

agree-disagree items, with the second item being reverse-coded, on a 5-point Likert scale (Smith & Jarkko, 

1998). These items are as follows: 
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a. I would rather be a citizen of my country than of any other country in the world. 

b. There are some things about my country today that make me ashamed of my country. 

c. The world would be a better place if people from other countries were more like my countrymen. 

d. Generally speaking, my country is a better country than most other countries. 

e. People should support their country even if the country is in the wrong. 

Previous studies have found the General National Pride scale to have Cronbach’s alpha ranging 

from .33 to .70. The low reliability is due primarily to the reverse coded item in the scale (Smith & Jarkko, 

1998). In this study, the Cronbach alpha coefficient was found to be .51. This is deemed to be acceptable as 

it is within the range of earlier studies. 

 

Perceived Excitement 

To measure perceived excitement, the literature has suggested several facets of excitement in a game 

including the skills of the players and the competitive level. Four agree-disagree items were crafted on a 5-

point Likert scale to measure perceived excitement in this study. The Cronbach alpha coefficient for the 

scale was found to be .83, indicating that it had good internal consistency. These items are as follows: 

 

a. The teams were equally matched. 

b. The players played aggressively. 

c. The match was fast-paced. 

d. The match was exciting. 

 

Findings and Discussion 

There were 5 incomplete responses from Group 1 and 6 incomplete responses from Group 2. 

Removing the incomplete responses, the number of valid respondents used in the analysis in Group 1 and 

Group 2 were 83 respondents (94%) and 61 respondents (91%) respectively. In Group 1, 27 respondents 

(33%) were of female gender. In comparison, there were 25 respondents (41%) of female gender in Group 

2. 

In this study, respondents in Group 1 reported a mean National Pride score of 17.42 (SD=3.06) 

compared to respondents in Group 2 with a score of 17.28 (SD=2.86). An independent samples t-test showed 

that there was no statistical difference between the two groups (t=.29, p>.05). This suggests that any 

difference between the groups is not due to baseline difference in the level of national pride across the 

experimental groups. In addition, the national pride scores are comparable to the earlier large scale studies. 

This does not suggest any inherent reliability issue with the scale. 

Respondents in Group 1 reported a mean Perceived Excitement score of 11.90 (SD=3.52) compared 

to respondents in Group 2 with a score of 10.07 (SD=3.25). An independent samples t-test showed that 

respondents in Group 1 perceived the match to be more exciting than respondents in Group 2 (t=3.24, p<.01). 

The relationship between national pride and perceived excitement was investigated using the Pearson 

product-moment correlation coefficient. There was no significant correlation between national pride and 

perceived excitement (r=.17, n=83, p>.05) for respondents in Group 1. However, for respondents in Group 

2, there was a significant strong, positive relationship between national pride and perceived excitement 

(r=.52, n=61, p<.01). 

 

Table 1. Correlation between National National Pride and Perceived Excitement in Groups 1 and 2 

  1 2 

Experimental Group 1 (China and 

Republic of Korea) 

1 National Pride 1.00 .17 

2 Perceived Excitement  1.00 

Experimental 2 (Iran and Singapore) 1 National Pride 1.00 .52* 

2 Perceived Excitement  1.00 

*p < .01 

 

This suggests that as respondents in Group 1 are not watching a match featuring their country, there 

has been no corresponding correlation between national pride and perceived excitement. Conversely, for 

respondents in Group 2, higher levels of national pride can lead to the perception that the match is more 

exciting. Hence, this suggests that respondents who are high in national pride tend to perceive a match 

featuring a team from their country as more exciting. Consequently, it concurs with the earlier suggestion 
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that international sporting events are more likely to attract spectators with higher levels of national pride 

(Leng et al., 2015). 

 

Conclusion 

The literature has established that the hosting of international sports events has a small, positive and 

temporary effect on the level of national pride of citizens in the host country. However, it has also been 

suggested that international sports events attract spectators with higher levels of national pride. The aim of 

this study is to examine this further. 

The findings suggested that international sporting events are more likely to attract spectators with 

higher levels of national pride as they find matches featuring their national team to be more exciting. 

However, future studies will need to examine this phenomenon further particularly in examining whether 

this is generalizable to other sports and examining other motives for spectatorship. 
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Taiwanese sporting goods manufacturers have outstanding manufacturing capabilities around the world. 

However, there are few researches focused on their inter-organizational behaviors. Therefore, the researcher 

of this study implements an in-depth interview by finding 15 sporting goods companies to understand how 

these entities integrate the networks of supply chain with strategic partnership and their organizational 

network structures. Also, this research tries to understand the interactive elements of cross-organizational 

behaviors within these companies. The findings indicate that the sport functional clothes and fitness machines 

manufacturers have closed collaboration behavior within their strategic partners and quite fit with the 

Taiwanese sporting goods companies inter-organizational collaboration cycle structure that found by the 

researcher of this study. While the scuba gear and diving equipment firms tend to be more closed and have 

less collaboration with other companies. It is suggested that future studies could select same-industry or 

manufactures with similar background as subjects to carry out in-depth analysis and compare their 

relationship with inter-organizational linkage. Then, the understanding of differences between/among the 

sporting goods industry across organizational linkage could be realized.  Besides, due to the serious impact 

of COVID-19 in 2020 around the world economy, many businesses may change their interactions style and 

the trading model with customers. Therefore, to analyze the changing of inter-organizational behavior among 

sporting goods manufacturers after the pandemics of COVID-19 may be meaningful. 
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Introduction 

Because of the outstanding manufacturing technologies around the world, many Taiwanese sporting 

goods manufactories have been out sourced as OEM (original equipment manufacturing) by various famous 

international sporting goods companies, such as GIANT manufactures bicycles for Schwinn; POU CHEN 

GROUP produces shoes for NIKE; Continental Chemical Industries Co., Ltd. makes balls for Wilson (Fan, 

2010). 

The products manufactured by Taiwanese sporting goods companies are diversified, mainly they are: 

rackets, golf goods and fitness equipment and their accessories, camping products; general sport ware, balls, 

sport nets; water sports equipment, scuba gear and diving equipment, skating and skiing goods and winter 

sport goods (Taiwan Sporting Goods Manufacturers Association, 2016). Moreover, in May of 2016, the 

output value of sport goods manufacturing industries reached 500 million US dollars, with the share of 5% 

among total output value in Taiwanese manufacturing sector. Evidently, for the Taiwanese business 

organizations, the sporting goods manufacturing industry is an essential sector both in domestic and overseas 

sporting goods markets. 

Even though the Taiwanese sporting goods industries have highly producing efficiency as well as 

international market competing ability. The ways of supplying chain and interacting  

 

Research purposes 

This study drew up the following research purposes by referring to aforementioned Taiwanese sporting 

goods practical development situation and research gap:  

1. Analyzing the fundamental relationship between/among sporting goods manufacturers in the inter-

organizational network structure. 

2. Identifying the attributes of sporting goods manufacturers in the dynamics of the inter-organizational 

network structure. 

3. Finding out the structure scenarios of sporting goods manufacturers in the inter-organizational resource 

exchange. 

4. Constructing the behavior mode of sporting goods manufacturers in the inter-organizational network 

structure.  
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Literatures Review 

Among all these products, the Taiwanese technology to produce fitness equipment is world leading. 

The technology that Taiwanese fitness equipment manufactures utilize is as sophisticated as that in the high-

tech industry. For manufacturers, it is vital to swiftly respond to order requests, take up the OEM role and 

become key players in the global supply chain (Huang, 2011). Organizational links between manufacturers 

are built due to governmental promotion of center-satellite system and the world-wide trend of regional 

economic integration. In addition, to respond to the global trend of digitization and personalization, the 

content of the industry covers a variety of technologies, including materials, electronics, metalworking and 

plastic processing. The development of its supply chain requires the integration of multiple manufactures 

and their co-development and cooperation. 

Therefore, in 2012, the “S-Team” alliance was forged by fourteen renown Taiwanese health equipment 

manufactures in the hope of transforming Taiwanese manufacturers into “the research and development 

center for global high-end household and commercial fitness equipment.” Among the 14 founders, 5 are 

center factories and others are key components makers. The “S-Team” alliance is the fourth expert 

manufacturer team in the traditional industry followed by the A-Team for bicycle, M-Team for mechanical 

industry, T-Team for hand tool (Industrial Development Bureau, Ministry of Economic Affairs, 2016).  

Taiwanese sporting goods manufacturers integrated internal and external supply chains in the industry 

and innovated methods to share resources when transiting from OEM to OBM (original brand 

manufacturing). They gradually formed a diverse, complicated and interactive structure of industrial 

network. With manpower and information circulating fast between organizations, the effect of knowledge 

spillovers had increased. This phenomenon had been beneficial for the upgradation of innovative capabilities 

in the industry (Baptista & Swann, 1998; Porter, 1998; Baptista, 2001; Cook, Pandit & Swann, 2001; Porter 

& Stern, 2001; Furman, et al., 2002). However, current studies on Taiwanese sport goods manufacturing 

industry focused more on technology research and development or consumer behavioral motivation, and less 

on interaction and networking among the manufacturers themselves.  

The World Magazine in Taiwan pointed out in 2015 that Taiwan had played a significant role in the 

sport and leisure fashion market. International sport goods brands, such as Under Armor, procured functional 

fabrics from Taiwan. This list also included Columbia, the North Face, Arc’teryx, and Salomon. They choose 

Taiwanese suppliers because the high quality, short delivery time, acceptance of small quantity order and the 

flexibility in manufacture responding to market changes. In addition, they need Taiwanese suppliers to 

develop second and third generation products if sales are good. In addition, the Master Link Securities in 

Taiwan carried an industry analysis in 2015 and indicated that functional sports fabrics accounted for 44% 

of global clothing market whereas outdoor sport clothing for 19%. The fore-mentioned functional clothing 

accounted for 63% of global clothing market. It showed the great demand of functional fabrics in the global 

clothing market. However, academic research on sport goods industry and the mutual integration of its supply 

chain players are absent. As the result, there has been a gap between practices in industry and academic 

research. 

Taiwan enjoys rich nature with 1,134-kilometer coastline. This feature promotes the development of 

water sport and scuba gear and diving equipment industry (Sport Administration, Ministry of Education, 

2015). There are around 100 thousand regular divers while 300 thousand divers had diving license. The 

annual growth of new divers was around 4,000 to 5,000 persons (Hsieh, 2013).  Taiwanese scuba gear and 

diving equipment manufacturers have casted off the limitation of OEM. Among them, SHEICO Group which 

was renowned for producing scuba diving suits launched a self-own brand. It was the largest manufacturer 

of diving suit and top-ten brand in the world with annual output of 4.5 million pieces. Its orders mainly came 

from buyers from Europe, America, Australia and Japan. SHEICO Group was a global pointer enterprise 

with annual revenue 11.27 billion (Pan, 2015). 

However, currently the field for inter-organizational behavior research is less for Taiwan diving 

suppliers, this study also investigated the way that the Taiwanese scuba gear and diving equipment 

manufacturers integrate with each other to produce self-owned channels to promote products has not been 

studied in the inter-organization behave. Most existing studies on scuba gear and diving equipment industries 

have focused on risk assessment of diving activities or safety planning of water zone. Few studies have 

analyzed consumer behavior. No existing studies address on the integration happening in the industrial chain. 

Therefore, it indicates this study provides great value by choosing diving equipment manufacturers as part 

of the research subjects. 

In the context of multi-national industry link, the industrial organization development of the Taiwanese 

sporting goods industry started to stride toward inter-organizational integration. Modern information 
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transmission technologies drove knowledge to flow across borders, tripped geographical boundaries, and 

expanded cross-regional cooperation mode (Huber, 2012). When industrial cooperating network was formed, 

the interaction behaviors between/among industrial organizations generate issues worthy of researching, 

because of the complex of the industrial network. In the resource-sharing industrial network, network players 

had enjoyed the decreasing of production costs, trade costs, ease of hiring skilled labors, acquiring 

knowledge and technologies and other interests (Gertler, 2003; Storper, 1997).  In addition, the development 

of regional industries has been the most important and valuable resources. Relevant studies and policies have 

been consistently presented in academic and in practice. Therefore, in the course of industrial organization 

interaction, fast changing and highly complicated operating. Business environment as well as networked 

trading or resource exchange among organizations had become the foundation of important theories and 

practices (Bizzi & Langley, 2012; Borgatti & Halgin,2011; Jones & Hesterly & Borgatti, 1997). Therefore, 

this study will analyze the gaps in the research on inter-organizational behavior of Taiwan's sports goods 

industry 

 

Research Questions 

Accordingly, this research finds its research questions as follows: 

1. What is the fundamental relationship between/among sporting goods manufacturers in the inter-

organizational network structure? 

2. What are the attributes of sporting goods manufacturers in the dynamics of the inter-organizational 

network structure? 

3. What is the structure scenarios of sporting goods manufacturers in the inter-organizational resource 

exchange? 

4. What is the inter-organizational behavior mode of sporting goods manufacturers in the inter-organizational 

network structure, according to the research result?  

 

Methodology 

Research design  
This study adopted interviewing method with a qualitative approach (Lin, 2015). In the analysis of 

interview content, nomenclature method and positioning method of social network analysis by Qu, Bi, Liu 

&Yang (2015) was used for preliminary construction of the network of interview subjects. Interview draft 

was reviewed by experts and scholars of this field and approved by research ethic scholars. Focus group 

interview was carried out and the analysis result was used to draw up interactive relationship within the 

Inter-organizational network structure.  

 

Subjects  

This study chose members of Taipei Sporting Goods Association (TSGA) Taiwan, with total number of 

15 companies as subjects, to analyze the interactive relationship within their inter-organizational network 

structure. The interviewed subjects consisted business owners in fitness equipment industry, scuba gear and 

diving equipment industry, and sport functional fabrics industry. 5 business owners from each industry were 

interviewed. Starting from March 2017, interview was done in the offices of business owners. The research 

subjects were encoded in order as follows: A for sport functional clothing; B for fitness equipment; C for 

scuba gear and diving equipment. Table 1 illustrates the operating background of business owners in different 

categories.  

 

Research instrument 

This study consulted the interview questionnaire on inter-organizational behavior in the yacht industry 

used in the doctorate dissertation of Anna Christina form Universite Paris-Sud. The following content was 

amended with Christina's authorization: Vignette 1: "fundamental nature of relationship: the inter-

organizational  behavior of sporting goods business owners"; Vignette 2: "network attributes of actors: 

dynamics of sporting goods business owners' inter-organizational  relationship"; Vignette 3: "structural 

position that actors possess: the resource exchange relationship between sporting goods business owners in 

the inter-organizational  network." Each vignette had several sub-vignettes to clarify issues raised in this 

study in an orderly manner. The contents of the interviewing questions are described in the Appendix. 

 

Data process and analysis 

The statement of interviewees was repeatedly validated and inspected to reinforce the reliability of this 
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study. Their statement was verified in accordance with their organizational background to promote the 

internal consistency of this study. The accounts of same-industry interviewees were cross validated to 

reinforce the external consistency of the research data. 

During the interviews, the subjectivity of the interviewee as well as the context and logic of their 

statements were taken into consideration. The interview content was confidential and was presented with 

code. 

The researcher of this study also collected paper documents provided by interviewed subjects to increase the 

diversity of information source. During the interview, a recording pen, a laptop and other electronic devices 

were used and supplemented by noting to keep record of interview content while observing facial expressions 

of interviewee. The triangulation method by Hu (1996) and Wang (2015) was utilized to re-verify interview 

content with the research subjects to correct inappropriate content. Interviewee's statement was repeatedly 

verified with relevant reference and statement of other interviewed subjects. 

 

Table 1 Operating background of business owners in different categories  

Category Code Operating background 

Code A: sport functional clothing  A01 Self-owned brand merchant and 

manufacturer 

 A02 Self-owned brand merchant and 

manufacturer 

 A03 Agent 

 A04 Agent and distributor 

 A05 Distributor 

Code B: fitness equipment  B01 Agent(trader) and manufacturer  

 B02 Self-owned brand merchant 

 B93 Manufacturer 

 B04 Self-owned brand merchant, manufacturer 

and distributor 

 B05 Agent and manufacturer 

Code C: scuba gear and diving 

equipment  

C01 Self-owned brand merchant and distributor 

 C02 Self-owned brand merchant and 

manufacturer 

 C03 Self-owned brand merchant and 

manufacturer 

 C04 Self-owned brand merchant and 

manufacturer 

 C05 Self-owned brand merchant and 

manufacturer 

 

 

Results 

In the course of industrial organization interaction, fast changing and highly complicated operating 

environment as well as networked trading or resource exchange between organizations had become the 

foundation of important theories and practices (Bizzi & Langley, 2012; Borgatti & Halgin,2011; Jones & 

Hesterly & Borgatti, 1997). So based on the content of the interview, the following conclusions are drawn. 
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The results describe the outcomes of the interviewing and the factors resulted in the inter-organizational 

networking behavior of sporting goods manufacturers. 

 

1. Fundamental nature of relationships: inter-organizational network structure of sport goods 

manufacturers. 

The statements by the interviewees were written, classified and interpreted by the following three 

vignettes and their sub-vignettes: 

 

1.1 Fundamental nature of relationships  

1.1.1 The globalized E-commerce has become the trend that led sport goods manufacturers to continue 

maintaining inter-organizational links. The derivative departments under this circumstance were important 

logistics supporters.  

A03:16：Internet is the most important part...the E-commerce...； 

A04-11：The development of community relies on the Internet. It's like the marketing of electronic 

products depends on E-commerce...； 

B02-23：We form an alliance with people in the same business...because our current cooperation 

products are still produced by domestic factories.  
 

1.1.2 Some Taiwanese sport goods manufacturers were short of social network concepts. Their inter-

organizational cooperation was built on trust and relational basis accumulated over the years. Contracts were 

signed to ensure both parties' rights when trades involved money in their mutual selling activities.  

B03-52：When we decide that someone is trustworthy, we commission that person to do the job. We 

contribute our original ideas ...amendment are made after discussion； 

B04-81：We are competitors who are in a cooperative relationship. Together, we strive to expand the 

market and to promote this atmosphere...； 

B05-42：Usually, the cooperation last for years without signing contracts... 

 

1.1.3 The traditional method to build inter-organizational relationship was to join relevant associations, 

which most organizations adapted.  

A05-20：This is very important in terms of business operation. Association is the community that we 

must join in.  

 

1.1.4 When industries conducted inter-organizational cooperation, their concerns were to cut the cost by 

professional division of labor and to lower production-related costs. They conducted inter-organizational 

cooperation in the supply chain, complemented one another and satisfied each other’s needs.  

A01-32：We mainly rely on domestic counterparts. However, we out-source complicated machining 

processes to suppliers in Southeast Asia； 

B03-10：Our partner manufacturers are from China...in Shanghai； 

C04-08：We develop molds with some factories and manufacturers together. You can say it's kind of 

supply chain...  
 

1.1.5. Manufacturers of scuba gear and diving equipment had less cooperation with counterparts in the same 

industry. It is a more conservative industry.  

C02-54：We complete all the manufacturing process all the way when raw materials come in.  

 

1.1.6. Organizations maintained their relationship and foundation for mutual trust by constantly trade with 

each other.   

A05-40：You can obtain all the information form the annual conference. Thus, you don't need to spend 

time building relationship. If you are the member of the association, you are familiar with the 

whole organization...； 

B04-97：I think the comradeship is hard to be superseded because we have long-term relationship in 

cooperation... 

 
1.2  Analysis on the network properties of the inter-organizational network relationship dynamics 
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that sport goods manufacturers possessed 

1.2.1 The inter-organizational linkage of Taiwanese sport goods manufacturers was direct linkage. Only 

some of them built linkage with third-party channels in product sales. 

A02-41：We search for suitable factories for production according to clients' needs ... 

B03-45：We are the middleman or traders. This means that we need to link with many factories. 

 

1.2.2. When sport goods manufacturers conducted organizational cooperation, the needs of their clients were 

the major driving force for building networking. 

A05-70：It's to reflect the needs of the market. We pass these needs to suppliers to produce and develop 

the products you want.  

 

1.2.3. Fitness equipment manufacturers conducted specialization division of labor on the parts necessary to 

the production process. They outsourced to cooperation factories and played a key role in the mid-up stream 

in the supply chain. 

B03-45：We are the middleman or traders. This means that we need to link with many factories  

 

1.2.4. Scuba gear and diving equipment manufacturers only built networking within their supply chain and 

owned their patented technologies. They designed and produced products in the self-owned supply chain. 

Technologies were the foundation for them to lead the trend in the market. 

C03-95：We have patented technologies...； 

C02-150：We control our technologies for research and development...； 

C03-23：Most of the work are done by ourselves...： 

C05-20：The Scuba gear and diving equipment industry is a self-contained community. Your company 

runs the business in your own way. There is no such thing as inter-organizational ...  
 

1.2.5. The predominance of fitness equipment manufacturers' inter-organizational cooperation was built on 

the one-stop service before and after customer purchase. They also worked with distributors on a regular 

basis to develop unclogged sales channels. 

B04-08：We are distributors, too. We have self-own sales channels throughout the island, including 

the north, middle and south part of Taiwan. We have self-own logistic vehicle teams...We 
have technicians and maintenance technicians… 

 
1.2.6. Fitness equipment manufacturers and scuba gear and diving equipment manufactures tended to build 

relationship based on overlapped network to gain cooperation opportunities. This was because they both 

possessed high quality products.  

B05-68：The products that I represent as the agent need to satisfy two criteria. First, the quality of the 

products is world-class and top quality. Second, the price is at least 30% lower than products 

of same quality. I have stores, too. Third, I emphasize on after service because I respond to 

clients' needs promptly…； 

C01-51：It's the mutual support method. It depends on what kind of demands that need our support, 

such as sponsoring products…； 

B02-54：I think the best mode is that three parties all share the profits. He uses his networking and we 

utilize our sequencing resources； 

C01-59：However, I hope that such a cooperation method is not time-consuming and can be linked by 

existing networking.  

 

1.2.7. Sport functional clothing manufacturers cooperated with up-stream factories more often. For 

distributors, they absorb relevant big brand clients in the integration process when refereed by international 

brand suppliers and media.  

A04-07：In the OME mode, we are still in the up-stream. To produce peripheral parts, we still need to 

purchase materials from them.  

A03-72：If we have self-own brand, we can integrate products of different industries. Our plan in next 

step is to integrate manufacturers of different sport goods to start a new brand... 
 



29 

 
1.2.8. Industries were linked up mainly by social events and E-commerce platforms to attain business 

reciprocity.  

A03-27：Our major social event is playing golf together…； 

A05-46：Usually by platforms, such as PCHOME. For E-commerce, we use online platforms to do 

business. It is kind of E-commerce and electronic marketing...； 

B05-44：In the past, you needed to visit people in person and to learn...  

 

1.2.9. Taiwanese sport goods manufacturers were technically exclusive. Their marketing behaviors were 

both cooperative and competitive. They also utilized contracts to ensure technical exclusivity of their 

organizations. 

A04-33：It is impossible for us to provide information that involves our core technologies. It is fine to 

provide abundant information in business management...  

B04-77：Currently, it should be both cooperative and competitive. We cooperate and compete, too. We 

put efforts to promote this market together.  

C02-04：We obtain many patents in technology research and development as well as technological 

innovation. 

 B04-108：Things involved with money require contracts. 

 

1.2.10. The most powerful driving force for organizational cooperation was to mutually benefit and 

decrease cost burden from self-own satellite factories.  

A01-36：If we receive some intractable orders, we need up-stream factories to work with us...  

B04-35：When up-stream and down-stream factories are integrated, resources can be shared.  

 

1.2.11. The production and sales of products, government policies and customer feedbacks possessed 

driving power in the circulation of network relationship.  

A05-53: Resources provided by the government...we can follow all the strategies mapped out by the 

government.  

B04-156: We focus on our clients because we have direct contact with our end customers. Whether 
they are household users or commercial users, such as gymnasium, we receive many   

feedbacks and opinions directly from our clients. Therefore, we would gather these feedbacks 
and opinions and discuss with our manufacturing factories.  

 

1.3 Analysis on the relationship scenarios of sport goods manufacturers' inter-organizational 

resources flow 

1.3.1. The cooperative relationship of Taiwanese sport good manufacturers lasted for almost over 10 

years to 30 years. 

A01-52: We have been working with our cooperation factories for 20 to 30 years... 

B04-96: We have comradeship which lasts for at least more than ten years or 30 to 40 years.  
 

1.3.2. In the network of sport functional clothing manufacturers and fitness equipment manufacturers, the 

inter-organizational link was two-way interaction. For scuba gear and diving equipment manufacturers, the 

inter-organizational linkage relationship was one-way. 

A05-81: This is a two-way interaction. It’s not possible to one-way.  
B04-77: Currently, the relationship should be both cooperative and competitive. We compete with each 

other but also cooperate. We put efforts to promote this market together.  

C02-10: Our factories are self-owned...we have the whole building and manufacture by ourselves.  
C03-23: We do not have many suppliers. We finish our tasks most by ourselves.  

 

1.3.3. One of the methods of inter-organizational cooperation between sport functional clothing 

manufacturers is fulfilling production orders. The method of inter-organizational cooperation between agents 

and distributor is sponsorship. 

A02-48: We can be viewed as a key functional player. Only when we receiver orders, the followed-by 

clothing production process can be initiated.  

1.3.4. Manufacturers of scuba gear and diving equipment only cooperated with physical stores. Throughout 

their supply chain, they completed product development and manufacturer in self-owned factories. 
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C04-05: We have self-won factories to produce our products...  
CO5-21: We have two approaches. One is more inclined to traditional industry and sales channels. The 

exporters and importers... 

1.3.5. Among sport functional clothing manufacturers and manufacturers of scuba gear and diving 

equipment, cross-industry cooperation was the trend. Brand marketing was the adapted mode to develop 

new consumer market.  

A03-72: When we have self-own brand, we can integrate products of various industries. This is our plan 
in the next stage. We plan to integrate with manufacturers of sport products to create a brand 

to reach this goal...  
C01-49: Cross-strait alliance mode of operation needs a travel agent and equipment manufacturers. 

The management of travel industry is also required to form such an alliance...  

 
1.3.6. Fitness equipment manufacturers cooperated with satellite factories technically. They used E-

commerce platforms to conduct inter-organizational linkage and to sell their products to markets of different 

target age groups. 

B02-86: Take one company as an example. They have their E-Commerce Department for fitness 

equipment products to incorporate with relevant domestic business owners...  
B03-45: We are the intermediate trader and trader. It means we need to cooperate with many factories. 

 

2. Analysis on the factors resulted in the inter-organizational networking behavior of sporting goods 

manufacturers. 

According to the interactive relationship in the content stated by the interviewee, and according to the 

network interaction situation of the interviewee's company, by referring to their fundamental nature of 

relationships, including the trend that led sport goods manufacturers to continue maintaining inter-

organizational links, their social network concepts, the method to build inter-organizational relationship, 

conducted inter-organizational cooperation concerns, the ways of maintaining their relationship and 

foundation for mutual trust; the network properties of the inter-organizational network relationship 

dynamics that sport goods manufacturers possessed, including the style of their inter-organizational 

linkage, the force of  conducting organizational cooperation, the supplying chains differences among 

various manufactories, the ways to link up different industries, the ways to maintain the status of both 

competing and  cooperating, and the driving power in the circulation of network relationship; and the 

relationship scenarios of sport goods manufacturers' inter-organizational resources flow, this study 

consolidated data to clarify the structure of Taiwanese sporting good manufacturers' relationship and 

resources flow in their inter-organizational dynamics as Figure 1:  

The types of inter-organizational dynamics between Taiwanese sport goods manufacturers are 

diversified. Different industries and business operation modes bring different linking and interacting 

dynamics. Based on the research results of this study, it can be inducted that inter-organizational interaction 

in the industry is a cycling and mutual interaction that solves issues of sporting goods production, 

fabrication, research and development and revision in the center-satellite system built by governmental 

agencies.  The top layer of figure 1 represents Taiwanese sport goods manufacturers. They join association 

and/or guilds or build self-won E-commerce platforms to reach target markets and consumer groups. Their 

relationship can be divided as newly developed organizational relationship or long-term organizational 

relationship. In addition, the formal linkage between organizations or informal linkage based on long-term 

comradeship serves as the decision-making background to decide if orders should be placed. Order-placing 

decisions are the form of conducting inter-organizational interaction. This is the first inter-organizational 

interactive cycling in the industry, which is illustrated by line No.1 in the figure. Based on the business 

models, the order-accepting organizations are divided as own brand merchants, manufacturers and agents. 

Order-accepting firms outsourced the production process to players in the center-satellite system supply 

chain to manufacture products. The whole production process is divided into layers of labor division. The 

products are sent to quality control departments for inspection. Products that met standards are sent to 

center factory. The fore-mentioned procedures are the first stage of completing orders. In the figure, the 

dotted line box indicates the completion of such a supply chain cycle. Later, the center factory sends 

products to downstream manufacturers. Order-accepting organizations place orders. When the sporting 

products are produced as final products, they return to the company and are ready for sale. In the figure, 

line No.2 demonstrates this cycle. When the final products are ready for sale, order-placing firms sell them 

to consumers via various sale channels. Consumers fulfill their needs of purchasing merchandises via 
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distributors. In the product-selling process, distributors promote products to the market via cross-industry 

alliance. The above-mentioned is one cycle in the sales-end inter-organizational linkage and interaction. In 

the figure, No. 3 lines are illustrated. 
  After using products, consumers provide feedbacks to distributors or own brand merchants. 

Research and development units in the organizations execute product adjustment and amendment based on 

these feedbacks. They also draw out collaboration programs with associations or guilds for product 

marketing or technology advancement. In addition, they increase order volume by taking advantage of E-

commerce platforms or by utilizing foreign markets developed with governmental assistance. This is the 

inter-organizational linkage and interaction cycle for product adjustment as well as research and 

development. In the figure, this cycle is illustrated with Line No.4. If consumers enjoy the products, the flow 

process in the figure enters the organizational linkage cycle of order increasing, which is illustrated by Line 

No.5. Every flow process or segment produces different types of inter-organizational linkage and interaction 

cycle. In the whole inter-organizational interaction in the sport goods industry, different and yet individual 

cycling patterns emerge in the interaction process. In this study, fitness equipment manufacturers and sport 

functional clothing manufacturers tally with this figure of inter-organizational interaction. This figure can 

be applied to scuba gear and diving equipment manufacturers who are different from others and more self-

contained. The internal structures of the supply chain they integrate are all labor-division factories affiliated 

to the same cooperating organization. In the sales end, they conduct inter-organizational cooperation with 

distributors of various countries. 

 

Discussion 

It is noted that the volume of Taiwanese E-commerce reaches 20 billion US dollars and is ranked top 

ten globally. It keeps growing promptly up to 15% to 20% per year and accounts for 17% of total retail sales 

volume. The development process is world leading. The successful operation experience in E-commerce in 

Taiwan had brought great competitive niche for Taiwanese businesspersons on the international stage (Tang, 

2017).  In the sport goods industry, sport functional clothing firms started out the popularization of E-

commerce and developed B2B, B2C, and C2C platforms to sell products to consumers. The E-commerce 

platforms provided assistance in logistics, E-payment and other business transaction behaviors. They even 

combined O2O from online to offline sales mode that allowed consumers place orders online and receive 

products at convenient stores. This mode influenced the industry's linkage relationship with external players. 

The platform economy or platform mode referred to business operators who acted as sales channels by 

utilizing great volume of data, showcasing products online and gaining profits from collecting service charge 

or advertisement fee (Choudary & Van Alstyne et al., 2016; Kenney & Zysman, 2016).  In this study, the 

inter-organizational linkage methods of Taiwanese sporting good firms included traditional approaches 

which were regular meetings, membership of relevant association and guilds and telephone communications. 

The new approach of E-commerce platform became the linkage method they strived to develop. With the 

O2O mode, they expanded the global sales market via E-commerce. The platforms provided functions of 

order-placement, organizational contacts and even the collection of consumer feedbacks. However, the 

organizational networking of Taiwanese sporting good firms heavily relied on informal relationship 

maintenance. The study of Lin (2010) also indicated that, when enterprises possessed excellent reputation 

and public praise, it was beneficial for them to earn more cooperative opportunities with well-known 

corporations. What was highly valued was to gain the effect of publicity and endorsement.  In the nearly 30-

year development process, Taiwanese sport goods firms had built a culture of mutual trust. Business 

reputation was an important factor in the inter-organizational business transaction and linkage. The feature 

of mutual-trust culture played a vital role especially in the acceptance part in the whole interaction diagram. 

This feature also tallied with the basis of social exchange which allowed business behavior to be built on the 

foundation of trust. Dominated by the rational behavior of self-interest, business players provided mutually 

beneficial rewards to be conducive to the development of Social communication relations (Xu, Zhang, Xi & 

Wei, 2016). 

In the manufacturing end, Liao & Wang (2004) thought the center-satellite production system had made 

significant contribution for Taiwanese economy between 1970s and 1980s and created high efficiency in 

production. In this study, the external inter-organizational relationship of fitness equipment firms was built 

on the foundation of their excellent business reputation and hence to promote their popularity among same 

industry counterparts and to encourage customer purchase behavior. The other foundation of their external 

inter-organizational relationship was to build strategic alliance with domestic same-industry firms in the 

manufacturing end for the domestic and foreign sales market. In the current trend of global economic 
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regional consolidation and internationalization of the industrial chain, Taiwanese economy possessed limited 

resources and shall develop towards software-based and artificial intelligence industries. In particular, 

Taiwanese economy was an island economy heavily relied on international trade and should focus more on 

innovation. Developing brands was the advantageous strategy in the technology and marketing aspects 

(Zhang, 2017). In the process of developing self-owned brand, R&D and design talents were especially 

important. The three manufacturer categories in this study all possessed cooperating units and internal staff 

for R&D and design. Therefore, they were able to focus on providing prompt respond to customers' needs 

and to overcome product deficiency based on their feedbacks so as to create product niche and advantage.  

Many firms had started out engaging in or developing self-owned brands. When they strived to construct 

brand status, the Mathew effect (Rigney, 2010; Byker, 2014) emerged, and the status symbol was formed. If 

industrial organizations accumulated reputation in the business developing process, they would make the 

organization to come near to the core status of social network. Their power of exerting influence becomes  

stronger, too. 
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In the Taiwanese fitness equipment industry, the foundation of labor division in the center-satellite 

system was constructed in the manufacturing chain. This allowed many firms save a great amount of time 

and efforts in conducting inter-organizational network. The concept of specialization between center 

factories and satellite factories promoted the competitiveness of the whole industry (Wang, 2009). The 

development of external relationship of scuba gear and diving equipment manufacturers was more self-

contained because of their nature. Most firms had self-owned brands and were also manufacturers 

themselves. Therefore, their focus was still on product manufacturing in the production line or supply chain.  

Sport functional clothing firms planed their self-owned brand production, cooperating agents and distributors 

according to consumers' needs. Same-industry firms constantly conducted strategic and sales cooperation 

and created linkage of same-industry alliance and cross-industry cooperation. This encouraged partnership 

in the same/cross-industry strategic alliance and casted off the concept of same-industry competition. 

Therefore, the central strategy was to develop market jointly and to create target sales market with more 

advantages. In contract, Cheng, Lin, Chen, Lin, Lin (2012) indicated that, under OEM circumstances, the 

ability to answer clients' needs was the driving force of developing products with more elasticity and saving 

a lot of unnecessary costs on development and manpower. In view of this opinion, it can be inferred that 

clients' needs are the strongest driving force for business players in the sport functional clothing industry to 

build inter-organizational linkage.  

In the inter-organizational management behavior, manufacturers with self-owned brands coordinated 

production, channels and distribution to create excellent inter-organizational relationship. They integrated 

the supply chain and completed business transaction by using information technology and the Internet. They 

brought upstream and downstream manufacturers together to establish connection, to form a closely 

interactive network and to build highly efficient organizational network in the supply chain. The driving 

force of inter-organizational linkage was to develop the source of procurement orders. 

Traditionally, the integration of supply chain is the single-form integration achieved within organization 

or the supply chain. It faces the challenges of competition between organizations and cost reduction. Sport 

functional clothing firms and fitness equipment firms conducted technically innovative cooperation via other 

organizations, such as suppliers, competitors or purchasers. In the cooperating process, they matched and 

allocated resources released from both parties to activate their networks to achieve the goal of supply chain 

integration. This tallied with the opinions of Philip and Felicia (2013). Organizations reduced potentially 

consumed costs because of the complementary benefits from cost and resources. In addition, the internal 

integration of organizations evolved to be inter-organizational integration and linkage. The advantages of 

business development can be induced from the above statement.  Apparently, the global resource integration 

ability of firms plays a key role in their long-term competitive advantages. In today's business world, 

currently, most enterprises are not capable of completing all business process solely. Channels and logistics 

are the invisible hand that connects relevant firms in the upstream and downstream industries. Therefore, 

supply chain management integrates work in various business processes conducted by suppliers. Mutual 

linkage increased values added, and resources shared. (Lambert et al., 2011). Important findings can be 

discovered by comparing interview content of sport functional clothing manufacturers and fitness equipment 

manufacturers. However, the interview content of scuba gear and diving equipment manufacturers show no 

significant differences. The reason may lie in the feature of being self-contained in this industry. Therefore, 

they do not have the need to carry out excessive inter-organizational linkage or supply chain integration.  

When using the theory of “structural holes” (Ahuja, 2000; Tan, Zhang, & Wang, 2015) to analyze the 

network and interaction of Taiwanese Sporting goods firms, the findings may include that business owners 

build inter-organizational relationship in the hope of creating empty spaces between groups of actors or 

finding brokers to bridge nodes. They hope to gain relevant technologies, to circulate information or to obtain 

first-hand information and acquire information or benefits from it by using bridging brokers described in the 

theory of “structural holes”.  This study found that the inter-organizational interaction between sport 

functional clothing firms and fitness equipment firms were mutual and cycling. The inter-organizational 

linkage of scuba gear and diving equipment firms were one-way relationships. Seggie, Griffith, Jap (2013) 

thought industries should take the initiative to reverse the status of information asymmetry or one-way 

information. The opinion failed to meet with the emotional bonding orientated mode in Taiwanese sport 

goods industries. Sport functional clothing firms kept seeking opportunities to create alliance with raw 

material suppliers and different-industry counterparts to develop and produce new products. When their 

products possessed the status of technical monopoly, patients could be obtained to create more profits. 

Similar to the recombinant search theory, it reorganized the previously known knowledge, questions or 

answers completely, or reconnected or constructed the existing knowledge elements to create new knowledge 



34 

 
and promoted the generation of better patents or new products (Henderson & Clark, 1990). In the self-owned 

supply chain of manufacturers and own-brand merchants, every manufacturing procedure from obtaining 

raw material to production was completed by manufacturers and own-branded firms. In line with the 

principles of retaining key technologies, outside the organization research and development unit to jointly 

develop research was a very common linkage type. Overall, scuba gear and diving equipment manufacturing 

industry was a highly closed industry. In its supply chain, manufacturing and research and development were 

done by self-own factories. Inter-organizational cooperation linkage only existed to its distributors or agents.  

Based on the above discussion and results, it is suggested that Taiwanese sport goods industry shall 

establish dedicated units within organization to improve the supply chain integration and inter-organizational  

linkage, to perfect the consumer and cooperation manufacturers' feedback pipeline, to use of E-commerce 

platforms, to collect consumers’ usage habits, to collect and form big data and provide it to the R&D 

department in order to adjust or amend their products. In the manufacturing process, they should improve 

the supply chain management efficiency in the satellite factories, to enhance the inter-organizational 

cooperation and save costs, to establish brand image, to unclog self-own channel system, to use of E-

commerce platforms and deploy global network. The government needs to respond to the global economy 

in the regional economic integration trend, to lower the burden of tariffs for industrial organizations and to 

take the initiative to set up product brand value of supply chain in Taiwan. 

This study summarized the results of the survey and drew a basic relationship map of the inter-

organizational interaction model of Taiwan sportswear industry. It is suggested that in the future, based on 

this diagram, researchers can deeply analyze the microcosmic relationship between organizational links and 

resource flows through individual organizations or manufacturers with different business types and business 

modes, so as to develop the corresponding detailed positions of actors in the network structure (egocentric 

network, paired network, triangular network). After understanding the corresponding positions of different 

actors, we can find out the weak connection of their structural holes and provide them to the operators, so 

that they can more easily enter the key positions in the industrial environment, effectively and quickly 

integrate into the industry, and improve the competitiveness of the organization. In addition, the interview 

subjects of this study were members of Taipei Sporting Goods Association (TSGA) Taiwan. Their business 

operation background and modes were different. It is suggested that future studies could select same-industry 

or similar-background manufacturers as subjects to carry out in-depth analysis and compare their relationship 

of inter-organizational linkage. Then, the understanding of differences of the sporting goods industry across 

organizational linkage could be realized.  Besides, due to the serious impact of COVID-19 in 2020 around 

the world economy, many business may change their interactions style and the trading model with customers 

(United Nations, 2020; European Union, 2020). Therefore, to analyze the changing of inter-organizational 

behavior among sporting goods manufacturers may meaningful. Furthermore, one limitation of this study is 

that interviewees may reserve more detailed trade secrets and business knowhows, which may have the 

possibility to affect the findings of this study.  
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Appendix 

Semi-structured interview questions 

1.To what extent are you linked with other O/F located here?   

2.Why and how have these linkages developed?   

With which O/F does your organization have especially important relationships and why?  

3.How would you describe the interactions and behaviors between your and other organizations within the 

industry?  

4.How would you describe your attitude and behavior towards your partner O/Fs?  

5.What kind of inter-organizational behaviors are evident in your industry?  

6.How do you compete with O/F in your industry cluster? Can you give examples?  

7.How do you cooperate with O/F in your industry cluster? Can you give examples?  

8.How do you collaborate with O/ F in your industry cluster? Can you give examples?  

9.How do you react if one of your partner O/F needs help in solving problems or acquiring need r skills/ 

knowledge? (Altruism) Do you think your partner would do the same?  

10.How do you react to delays/ impositions/ inconveniences associated with one of your partner O/F? 

(Tolerance) Do you think your partner would do the same?  

11.To what extent are you allegiate/ loyal towards partner O/F and the industry as a whole? To what extent 

would you sacrifice the interest of your own O/F for the greater good (of the industry)? (Loyalty) Do you 

think your partner would do the same?  

12.To what extent are you willing to or actually performing cross-organisational tasks with higher than 

normal level of forethought and effort? (Conscientiousness) Do you think your partner would do the 

same?  

13.To what extent do you comply with rules/ policies/ processes/ standards of your partner O/F? To what 

extent do you comply with behavioral norms in the industry if there are any? Do you think your partner 

would do the same? (Compliance) Do you think your partner would do the same?  

14.How do you engage in the management and governance of the relationships between you and your partner 

O/F and in the industry as a whole? (Constructiveness) Do you think your partner would do the same?  

15.What steps are you taking to improve the relationships, knowledge bases and integrated processes that 

link the O/F in the industry? (Advancement) Do you think your partner would do the same?  

Innovation in sport industry clusters – the role of inter-organizational relationships and behaviors   

1.What are the outcomes of these inter -organizational relations and behaviors on innovation?  

2.What are the outcomes (benefits/problems) of being part of the industry cluster?  

3.What role do the O/F and their inter-organizational linkages and behaviors in the industry play for these 

outcomes?  

4.What role has innovation in your organization and in the industry cluster?  

5.How would you define innovation?  

6.Do you consider yourself as innovative organization? How do you innovate in your O/E?  

7.Do you consider the industry cluster as innovative as a whole? Why?  

8.What sort of innovation (product, process, organizational innovation) is most important and prevalent to 

you and the industry? Why   

9.What are the sources and drivers for (product) innovation (e.g. suppliers, consumers, athletes, employees, 

R&D team) in your O/E and in the industry cluster overall?  

10.What linkages existent between inter-organizational relationships/ behavior and innovation as outcome?  

11.Do you think (product) innovation in your industry cluster is the result of individual effort or the effort of 

the industry or parts of the industry?  

12.To what extent do inter-organizational linkages and behaviors influence innovation in your O/F and in 

the industry? Is innovation in your O/E the outcome and consequence of inter-organizational linkages and 

behaviors?  

13.Do you work with other O/F of the industry cluster to innovate? Who are you working with in terms of 

(product) innovation? Can you give examples of recent innovations in the past that resulted from a 

collective effort?  

14.To what extent do you use your existing or do you create new linkages with partner O/F in order to 

innovate?  

15.Do you purposely cooperate or collaborate with other O/F in the pursuit of innovation?  

16.To what extent are citizenship behaviors driver of innovation in the industry cluster?  

17.Can this industry reach its potential (in terms of innovation) if organizations only meet the bare minimum 
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of contractual requirements/ if everybody fulfils only the minimum requirements of the contract? Could 

you do be as innovative if you and your business partners would only do what is required?  

18.Does competition amongst O/F in the cluster play a role for innovation? How? 
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Post-IPO Financial Performance and Informational Efficiency of Stock Returns 

of Bali United Football Club: The Preliminary Evidence 
 

Sintia Farach Dhibaa, Nobuya Takezawaa 
 

 Rikkyo Universitya 

 

 
Bali United Football Club successfully listed on the Indonesia Stock Exchange in 2019, making it the second 
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impact on Bali United`s stock prices. These empirical findings suggest that going public could help improve 
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Introduction 

Bali United Football Club (Bali United) listed on the Indonesia Stock Exchange (IDX) in June 2019. 

It was the first football club to undertake an initial public offering (IPO) in Indonesia and only the second in 

the Asia Pacific following Guangzhou Evergrande Taobao FC`s listing in China four years earlier. While 

some may find it unexpected to see this pathbreaking IPO emerging out of Indonesia, close observers would 

point out that the country has a long history in football. The beginnings of club football in Indonesia dates 

as far back as the early 1900s where teams already began to exhibit a business oriented mindset, generating 

income through entrance fees and paying players on a per match basis (Colombijn, 2000). Today, football 

has become deeply ingrained in Indonesian culture and society (Fuller, 2015) with 77% of Indonesian 

residents indicating an interest in football and some 74% claiming it as one of their “favorite sports to watch 

on TV” (Repucom, 2014). 

The Bali United IPO is novel in that it is one of the only professional football clubs to list on an 

emerging market organized stock exchange, and thus provides a unique opportunity to investigate the post-

IPO performance of football clubs beyond that of the European experience. However, the fundamental 

question of such IPOs remains: Do the merits of listing on an exchange outweigh the perceived costs? 

Greenberg (2013) and Garrett and Green (2010) posit the advantages of an IPO for professional sports teams 

is in the use of the proceeds for investing in stadiums and facilities and improving on-field performance 

through the recruitment of staff and players. The trade-off for these benefits,  from a corporate perspective, 

is the required disclosure of financial information and accountability to the new shareholders which can have 

immense consequences given that “professional sports teams are typically accustomed to maintaining the 

privacy and confidentiality of information” (Garrett & Green, 2010, p. 84). However, in the context of Bali 

United and Indonesian professional football, it is precisely this transparency and accountability that is 

perceived as a potential benefit for the league as well as all the stakeholders of the sport of football in 

Indonesia.  

This paper is a technical case study providing preliminary empirical evidence on the post-IPO 

financial performance of Bali United and the impact of match outcomes on its stock prices. Under the 

condition of profit maximization, Bali United would presumably strive to improve financial performance to 

the benefit of their shareholders, therefore we examine the extent to which such performance improves post-

IPO. An IPO increases the base number of shareholders who would require a fair return on their investment 

and may analyze the team`s on-field performance to the extent it impacts future profitability. After 

examining post-IPO financial performance, we turn our attention to the informational efficiency of Bali 

United stock prices in the context of on-field performance. Here we gauge the degree to which the stock 

market reflects information or news of a win or loss. A statistically significant impact on the stock price 

suggests that investors expect match outcomes to have an impact on the future profitability of the team. 

Taken together, the findings on post-IPO financial performance and informational efficiency of the stock 
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prices should shed light on whether going public has a role to play in improving transparency in Indonesian 

football.  To the knowledge of the authors, this is the first paper to investigate a professional Indonesian 

football club from a financial perspective. Given the dearth of research on football in Indonesia as noted in 

Fuller (2015), this paper although exploratory in nature also aims to partially fill the void in the academic 

literature on football in Indonesia.  

 

The Bali United IPO 

Background on Bali United 

Bali United operates under the corporate entity PT Bali Bintang Sejahtera, TbK a firm established 

in 2014 by owner Pieter Tanuri.  PT Bali Bintang Sejahtera encompasses other sports related subsidiaries 

which support their main business activity of operating a sports club.  This includes PT Bali Boga Sejahtera 

(café and restaurant), PT Kreasi Karya Bangsa (sport agency), PT Radio Swara Bukit Bali Indah (local radio 

broadcasting), and PT IOG Indonesia Sejahtera (e-sports).    

Indonesia`s current three tier professional football league, PT Liga Indonesia Baru, was in effect the 

result of a 2017 merger between the Indonesia Super League and Indonesia Premier League.  Liga 1, the 

highest tier, consists of the top 18 clubs  competing in a 34 match season (17 home and 17 away games) with 

the three bottom ranked teams facing relegation to Liga 2 at the close of each season. Bali United currently 

competes in Liga 1 ranking 2nd in 2017 and 11th in 2018. In 2019, they invited Stefano Cugurra (Teco), coach 

of the 2018 champion team Persija Jakarta, to take the helm  (Yosia, 2019) and in a stunning 2019 season, 

Bali United took the League Championship.   

The newly renovated 25,000 capacity Kapten I Wayan Dipta stadium serves as the home of Bali 

United since its inception and is on a 20 year lease from the Gianyar Regency government.  Supported by a 

dedicated fan base, Bali United ranked in the top 5 in Liga 1 attendance in the past three years.  Currently 

12 out of the 18 Liga 1 club teams are based in Java, however, there was a long absence of a top club in Bali.  

Therefore, when Pieter Tanuri moved his team from East Borneo to Bali, this generated excitement among 

local football fans possibly leading to strong attendance figures (Harahap, 2020).    

 

Bali United Post-IPO Stock Returns and Underpricing 

Bali United raised capital from the public by offering 2 billion shares or 33.3 % of its shares 

outstanding. The fraction of shares offered to the public is on par with English football clubs such as 

Birmingham City (24%), Newcastle United (28%), Sunderland (26%), and the very first to list in 1983, 

Tottenham Hotspur (41%) (Renneboog & Vanbrabant, 2000; Leach & Szymanski, 2015). Bali United shares 

carried an initial price guidance of IDR 120 to IDR 180 and through the book building process eventually 

settled towards the higher end of the range at IDR 175. The offering, raised IDR 350 billion (USD 24.7 

million) and was underwritten with the assistance of PT Buana Capital Sekuritas (an affiliated company) and 

PT Kresna Sekuritas. 

 

Figure 1 

Stock Listing Activity on the Indonesia Stock Exchange: 2005 – 2019 

 

Source: Compiled by the authors from data on the IDX website 
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Bali United went public at a time of heightened interest in IPOs in Indonesia. Figure 1 shows the 

recent growth in the number of  IPOs in Indonesia peaking at 55 IPOs in both 2018 and 2019. The Indonesia 

Stock Exchange classifies listed companies to three different Boards - Main, Development, and Acceleration 

Boards - based on the value of net tangible assets and operational lifetime. 80% of the IPOs in 2019, 

including Bali United, are listed on the Development Board where a company must be in operation for at 

least 12 months and meet requirements such as a minimum of IDR 5 billion (USD 340,000) in net tangible 

assets. 

The first day of trading generated an initial return of 69% for Bali United shareholders. This is 

consistent with the extensively documented phenomena of IPO underpricing where the offering price is 

lower than the first day closing price (Ibbotson & Ritter, 1995). The Bali United IPO offering price was IDR 

175 and closed its first day of secondary market trading at IDR 296.  To benchmark the Bali United initial 

return, we collected data and computed an average initial return of 51.7% for the Development Board IPOs 

in 2019 where half of these IPOs had an initial return above 68%.  While exploring the reason for the Bali 

United underpricing is beyond the scope of this paper, we observe the degree of the underpricing was not 

unusual relative to peer IPOs on the Indonesia Stock Exchange.  

On a slightly longer time horizon, Bali United posted a 25% return in its first month of trading.  In 

order to gauge relative performance, we collected data for the 44  Development Board IPOs in 2019 and 

obtained a median 20 day holding period return of 16.3%. Bali United slightly outperformed the median 

return of its peer group, but far outstripped the performance of the Indonesian stock index, which returned 

2.95% over the same holding period. In contrast, Morrow (1999) indicates that in most instances the stock 

returns for listed English team returns were negative and underperformed the index in the late 1990s. 

Employing more recent data, Renneboog and Vanbrabant  (2000) find eleven out of 20 clubs listed on the 

London Stock Exchange (8 out of 12) and Alternative Investment Market of the LSE (3 and 8) 

underperformed post-IPO with negative, one month returns relative to the offer price. The empirical evidence, 

to date, suggests that post-IPO stock return performance is mixed for football. Given the limitations of our 

data, at this stage we can only provide preliminary insight into the initial returns and post-IPO holding period 

returns of Bali United. 

 

Post-IPO Financial and On-field Performance of Bali United 

“Club football remains heavily dependent on government funding. Majority of clubs rely on local 

government funds, some as much as up to 95%, to run their programmes, and many are owned by local 

governments while those who operate as private companies are staffed by civil servants” (Dorsey & 

Sebastian, 2013, p. 617).  Dorsey and Sebastian (2013) further claim that a large fraction of the revenue 

never reaches the club and is likely lost to financing political parties and election campaigns.  To curb such 

behavior, the Ministry of Home Affairs Indonesia launched Permendagri Nomor 32 Tahun 2011 Chapter V 

(23) in 2011 (Kementerian Dalam Negeri, 2011). This regulation declared that local governments are not to 

budget for the funding of professional sport clubs, effectively cutting off professional football clubs from 

financial support. The regulation  affirms an earlier regulation Permendagri Nomor 13 Tahun 2006 about 

“Pedoman Pengelolaan Keuangan Daerah” (Guide to Local Government Finance Articles 37 and 45) which 

prohibited local governments from allocating their grant funds or social aid funds to the same institution in 

consecutive years (Kementerian Dalam Negeri, 2006). These restrictions placed on the local government 

budgets were implemented to instill and reinforce a sense of professionalism in Indonesian football clubs. 

The Football Association of Indonesia (PSSI) took further measures to create accountability by requiring all 

football clubs to take on a legal entity either as a corporation or foundation (Kusumaputra, 2011). Some 

football clubs were adversely affected by the implementation of such regulations and coupled with a lack of 

sponsorship and inadequate gate receipts found themselves facing significant financial difficulty. One such 

club was Persisam Putra Samarinda, an Indonesian Super League football club based in East Borneo, which 

experienced a loss of IDR 10 to 15 billion per year since the ending of government assistance (Nugroho, 

2014). Persisam Putra Samarinda, eventually went bankrupt and was acquired by Pieter Tanuri and renamed 

Bali United.  

One possible reason for listing on an exchange could be to raise funds to tide over the initial period 

of diminished financial assistance from the local government, however, simply raising cash through an IPO 

itself does not necessarily resolve the financial difficulties faced by the club teams.  In an empirical study of 

some 140 IPOs in Indonesia, Andriansyah and Messinis (2016) find that firms with “financial motives aimed 

to raise capital for growth may lead to better performance than strategic non-capital motives” (p. 14). In the 

context of sports teams, this translates to allocating capital to investments in fixed assets such as sports 
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facilities or towards working capital to recruit players and staff.  As stated in the Bali United IPO prospectus 

(IDX, 2019), 19.1% of the funds raised through the IPO will be used for capital expenditures, including 

improving the stadium, training and academy facilities, expanding Bali United outlet stores, and developing 

customer relationship management (CRM) for fans. While 20.4% of the funds will be used to strengthen the 

equity structure of the subsidiaries, the bulk of the funds (60.5% ) will be allocated to working capital and 

acquiring on-field talent.  The empirical evidence in Andriansyah and Messinis (2016) provides indications 

that post-IPO operating performance is generally linked to the motive for raising capital. If the conclusions 

from Andriansyah and Messinis (2016) holds true, Bali United`s intended use of proceeds for fixed 

investments and working capital as documented in the prospectus should lead to better post-IPO performance 

(profitability) on average.  

 

Table 1  

Bali United Pre and Post IPO Performance 

 Post IPO 2019 Pre IPO 2018 Pre IPO 2017 

Revenue 215,208,687,512 115,202,647,743 52,502,875,229 

Profit Before Tax 8,761,531,078 8,040,342,940 (1,579,523,958) 

Net Income 

Return on Assets 

7,375,967,093 

3.8% 

4,968,015,526 

0.5% 

479,930,380 

-21.4% 

League Ranking 1st (19-7-8) 11th (12-9-13) 2nd (21-5-6) 

Attendance 290, 072 (third) 258,201 (fourth) 243,918 (third) 

Note: Revenue and profits in Indonesian Rupiah (IDR). Win-draw-loss in parenthesis for League ranking. 

Attendance is for the season with league attendance ranking in parenthesis.                                                         

Source: Compiled by the authors from data from the Bali United IPO prospectus and Financial Report and 

worldfootball.net.  

 

Leach and Szymanski (2015) posit that if football clubs are profit maximizing, we should observe 

an increase in profitability post-IPO since the shareholders require a fair return on their investment. As 

summarized in Table 1, we find both profits and revenues improve post-IPO unlike many of the English 

football clubs they documented.  However, on-field performance will not always be enhanced with an IPO 

if the primary objective of the team is to maximize profits and not wins as often posited in the sports 

economics literature (Fort, 2006). Interestingly, Baur and McKeating (2011) conclude on-field performance 

in both domestic leagues and international matches for football clubs listed under the STOXX football club 

stock index did not improve post-IPO.  

Bali United is a unique case in that not only did financial performance improve but Bali United took 

the League Championship in the 2019 season immediately following their IPO. We note the post-IPO Bali 

United on-field performance is consistent with the improved league rankings for the 12 out of the 16 English 

teams investigated in Leach and Szymanski (2015). While Baur and McKeating (2011) do not find that on-

field performance improves post-IPO in general, they do provide empirical evidence that IPOs have a 

positive impact on team performance in second tier leagues. Given the short history and economic scale of 

Liga 1, one could argue Bali United and Liga 1 are more in line with the second tier clubs covered in Baur 

and McKeating (2011) and thus their empirical results are also consistent with Bali United on-field 

performance. It is important to keep in perspective the economic scale and size of the clubs in question. Note, 

Bali United IPO proceeds stood at IDR 350 billion whereas the market value in the transfer market for Bali 

United`s foreign player Brwa Nouri is said to be at IDR 9.2 Billion (USD 625,000) and IDR 6.7 Billion 

(USD 455,000) for Stefano Lillypaly, the highest valued Indonesian national on the squad (Saleh, 2000).  

The profits and revenues generated after going public clearly benefit the shareholders in the long 

run. But more importantly the disclosure of information on financial and business strategy  should introduce 

greater transparency of club operations not only to the shareholders but to the public at large. Overall, the 

preliminary evidence suggests that Bali United did not underperform post-IPO in the short run whether it be 

profits or short term holding period stock returns. The Bali United experience is but one observation yet the 

preliminary empirical findings stand in sharp contrast to the average impact of IPOs on financial performance 

documented for top league teams in Europe.  

 

Does On-field Performance Affect Stock Prices 

Bali United`s ranking soared in the post-IPO 2019 season culminating in the League Championship 

title. The extent to which the funds raised through the IPO were responsible for strengthening the squad and 
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their improved on-field performance remains to be confirmed in future seasons.  However, we can address 

the question of whether on-field performance is perceived as having an impact on the bottom line of the team 

as a business. One way to measure the impact of on-field performance on potential business performance is 

to observe how stock returns react on average to information or news of  wins and losses of individual 

matches. The stock returns for a winning team could increase because of the potential for greater cash flows 

in the future due to an increase in attendance, merchandise sales, or sponsorship.  In other words, a win 

would be perceived as positive news by investors and thus securities prices should reflect this news 

accordingly in an informationally efficient market (Morrow, 1999).  

 

Literature Review of On-field Performance and Stock Returns 

To date, empirical research on the informational efficiency of wins and losses has focused on the 

English Premier League (Dobson & Goddard, 2001; Renneboog & Vanbrabant, 2000; Zuber, Yiu, Lamb, & 

Gandar, 2005; Allouche & Soulez, 2008; Palomino, Reneboog & Zhang, 2009; Bell, Brooks, Matthews, & 

Sutcliffe, 2013) and listed club teams in Continental Europe (Stadtmann, 2006; Scholtens & Peenstra, 2009; 

Jorgensen, Moritzen, & Stadtmann, 2012; Floros, 2014). Methodology is varied ranging from traditional 

event study analysis pooling abnormal returns across teams to time series regressions with win and loss 

related explanatory variables.  As the current paper examines a single club team, Bali United, as the unit of 

analysis, our work is in the spirit Dobson and Goddard (2001), Stadtmann (2006), Rulke and Stadtmann 

(2008), Nicolau (2011), Jorgensen et al. (2012), Bell et al. (2012), and Floros (2014) where the returns of 

the club team are regressed on a win or loss dummy variable or the unexpected component of winning or 

losing based the odds from betting.   

Empirical research examining the impact of on-field performance on stock returns at the individual 

club team level has produced mixed results.  Zuber et al. (2005) find on-field performance does not have an 

impact on stock returns and attributes this to the possibility that the investors are fans who are so “passionate 

about their team that  mere ownership provides all of the value in the investment” (p. 313).  Morrow (2000) 

argues this is the case with football clubs such as Celtic and finds that trading volume for Celtic shares is 

low due to the overlap between the shareholders and the fan base stakeholders. 

In contrast, several studies including Morrow (1999), Dobson and Goddard (2001), Bell et al. (2012), 

Floros (2014) provide some evidence of an impact on individual club team returns. Dobson and Goddard 

(2001) investigate the time series returns of 13 English clubs and after controlling for expectations they find 

that wins and losses have an impact on the returns in the period 1997 to 1999. Bell et al. (2012) undertake a 

comprehensive investigation of 19 English football teams between 2001 and 2008, and find the surprise 

variable for points is positive and statistically significant for 12 Premier league teams: Birmingham, Bolton, 

Leeds, Leicester, Milwall, Newcastle, Nottingham Forest, Preston, Sheffield United, Southampton, 

Sunderland, West Brom. Albion (p. 3446).  Table 2 summarizes research focusing on individual club teams 

based in Europe. In short, at least 12 English football teams as examined by Bell et al. (2012) and the 6 teams 

summarized in Table 2, exhibit statistically significant results. Collectively, the empirical findings to date 

indicate that in many instances match outcomes have an impact on stock returns.   

 

Table 2  

Summary of Empirical Research on On-field Performance for Select European Teams. 

Team Time Frame On-field Performance Reference 

Borussia Dortmund 2000~2002 Unexpected Win-Loss      

Statistically Significant 

Stadtmann (2006); Rulke & 

Stadtmann (2008) 

Real Madrid 2000~2006 Goal Difference                       

Statistically Significant 

Nicolau (2011) 

Brondby IF 2009~2011 Unexpected Win-Loss             

Statistically Significant 

Jorgensen et al. (2012) 

Ajax 2006~2011 Win, Loss, Draw Dummy       

Statistically Significant (draw) 

Floros (2014) 

Porto 2006~2011 Win, Loss, Draw Dummy       

Not Statistically Significant 

Floros (2014) 

Benifica 2006~2011 Win, Loss, Draw Dummy       

Statistically Significant (draw) 

Floros (2014) 

Juventus 2008~2011 Win, Loss, Draw Dummy       

Statistically Significant (draw) 

Floros (2014) 
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Model and Data 

In order to investigate the impact of wins and losses on Bali United stock returns, we employ an 

extension of the market model with a specification of the form  

𝑅𝐵𝑈,𝑡 = 𝛼0 + ∑ 𝛼𝑀𝜏𝑅𝑀𝜏
𝑡+1
𝜏=𝑡−1 + 𝛼𝐵𝑈𝑅𝐵𝑈,𝑡−1 + 𝛼𝐿1𝐺𝐷𝐿1 + 𝛼𝐴𝐹𝐶𝐺𝐷𝐴𝐹𝐶 + 𝛼𝐻𝑜𝑚𝑒𝐷𝐻𝑜𝑚𝑒 +

𝛼𝐴𝑤𝑎𝑦𝐷𝐴𝑤𝑎𝑦 + 𝜖𝑡                                                                 (1) 

where RBU is the return on Bali United stock, RM is the return on the Indonesian stock index, GD is the goal 

difference for each match in the Liga 1 2019 season or post season Asian Football Confederation (AFC) 

matches held in early 2020, D is a dummy variable for home and away games, and 𝜖𝑡 is the error term at 

time t.  The lagged return for Bali United stock is included to control for autocorrelation often documented 

in the empirical literature on daily times series for stock returns (Hawawini & Keim, 1995). To control for 

non-synchronous trading we include a one-day lead and lag for the Indonesian  stock market index return in 

the spirit of Dimson (1979) to estimate the beta for Bali United stock (Renneboog & Vanbrabant, 2000; 

Palomino et al., 2009).  

As we do not have data on betting odds we were not able to construct surprise win and loss variables.  

Instead, we use the difference in goals for each match since this information is readily available to the 

investor in order to assess on-field performance (Zuber et al., 2005; Palomino et al., 2009; Nicolau, 2011; 

Bell et al., 2012). The goal difference variable is defined as Bali United goals less the opposing team goals 

for each match. This not only gauges the impact of a win or loss but the extent to which Bali United wins or 

loses. In a second model, we separate the goal differences by win and loss in order to distinguish the impact 

of a win from that of a loss.  

𝑅𝐵𝑈,𝑡 = 𝛽0 + ∑ 𝛽𝑀𝜏𝑅𝑀𝜏
𝑡+1
𝜏=𝑡−1 + 𝛽𝐵𝑈𝑅𝐵𝑈,𝑡−1 + 𝛽𝑊_𝐿1𝐺𝐷𝑊𝐿1 + 𝛽𝐿_𝐿1𝐺𝐷𝐿𝐿1 +

𝛽𝑊_𝐴𝐹𝐶𝐺𝐷𝑊𝐴𝐹𝐶 + 𝛽𝐿_𝐴𝐹𝐶𝐺𝐷𝐿𝐴𝐹𝐶 + 𝛽𝐻𝑜𝑚𝑒𝐷𝐻𝑜𝑚𝑒 + 𝛽𝐴𝑤𝑎𝑦𝐷𝐴𝑤𝑎𝑦 + 𝜀𝑡                        (2)                                                                            

where,  GDW and GDL are the goal differences for each match depending on whether Bali United won (W) 

or lost (L) a match.  As in model (1) above, the goal difference variables are separated into Liga 1 matches 

and AFC related matches. Note, GD is positive if Bali United wins the match and negative if the team loses 

whereas GDW >0 and GDL <0 by definition.   

We collect daily stock return data for Bali United and the Indonesian stock index from June 2019 

to March 2020 covering the 2019 Liga 1 season and Asian Football Confederation (AFC) post-season 

matches. The first three Liga 1 matches are not included as they took place pre-IPO thus leaving 31 matches 

in our sample.  AFC post-season included two AFC Championship preliminary stage  and three AFC Cup 

Group G  stage matches. Descriptive statistics for the returns are summarized in Table 3. 

 

Table 3 

Descriptive Statistics: Daily Returns (percent) June 21, 2019~March 31, 2020 

 Mean Std Dev Max Min  Observations 

Bali United  June 2019~Mar 2020 

June 2019~Dec 2019 

Jan 2020~Mar 2020 

-0.49 

-0.09 

-1.36 

3.45 

1.61 

5.55 

18.74 

8.26 

18.74 

-11.88 

-5.56 

-11.88 

197 

135 

62 

Stock Index June 2019~Mar 2020 

June 2019~Dec 2019 

Jan 2020~Mar 2020 

-0.17 

-0.004 

-0.52 

1.48 

0.67 

2.40 

9.70 

1.94 

9.70 

-6.80 

-2.63 

-6.80 

197 

135 

62 

 
Empirical Results and Discussion 

The coefficients on the goal difference variables for both models (1) and (2) are positive as expected 

and thus indicative of an impact of wins and losses on returns. Yet only the goal difference variable for the 

five AFC post-season matches (AFC Championship preliminary stage and AFC Cup Group G) is statistically 

significant indicating the AFC match outcomes have a strong positive impact on stock returns (Table 4).  

This suggests investors are concerned with the international performance of Bali United and place greater 

importance of Bali United`s standings in the international community. In order to discern the impact of wins 

from losses for the AFC matches, we separated the goal difference by win and loss (model 2). As observed 
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in Table 4, the impact on stock returns is primarily the result of losing a match suggesting an aversion to 

loss. While the coefficient on GDW for AFC matches is not statistically significant, we do observe the 

estimated coefficient on GDL (goal difference for losses) at 1.90 is greater than the coefficient of 0.66 on 

GDW (goal difference for wins). As noted by Nicolau (2011), such empirical findings are consistent with 

Kahneman and Tversky`s (1979) notion of loss aversion where economic agents tend to be more sensitive 

to a loss than to a gain. From casual observation, a loss in the first couple of matches in an elimination or 

qualifying round of international competition could have a devastating effect on a team. We note 

qualitatively similar findings are found when model (2) is estimated over a shorter time horizon ranging 

from January to March 2020 (Table 5) indicating that our findings on the importance of international matches 

is robust to the time frame of the sample used in the time series regression.  

 

Table 4 

Models 1 and 2: June 2019~March 2020 

 Model 1 Model 2 

Constant -0.44  (1.66, 0.09) -0.45 (1.67, 0.09) 

𝑅𝑀𝑡+1 0.56 (3.31, 0.00) 0.57 (3.32, 0.00) 

𝑅𝑀𝑡 0.07  (0.41, 0.68) 0.05 (0.31, 0.75) 

𝑅𝑀𝑡−1 -0.08 (0.49, 0.62) -0.08 (0.47, 0.64) 

𝑅𝐵𝑈,𝑡−1 -0.16 (2.26, 0.02) -0.17 (2.36, 0.01) 

GD_L1 0.46 (1.31, 0.19)  

GDW_L1  0.56 (0.86, 0.39) 

GDL_L1  0.34 (0.63, 0.52) 

GD_AFC 1.65 (3.42, 0.00)  

GDW_AFC  0.66 (0.59, 0.55) 

GDL_AFC  1.90 (3.36, 0.00) 

Home -0.58 (0.63, 0.52) -0.49 (0.44, 0.66) 

Away 0.56 (0.70, 0.48) 0.60 (0.61, 0.54) 

Adjusted R2 

DW 

0.12 

2.01 

0.13 

2.01 

Observations 197 197 

Note: RM is the return on Indonesian stock index, RBU is the return on Bali United stock, GD is the goal difference 

for each match, W and L refer to win and loss, L1 and AFC refer to Liga 1 matches and AFC matches. Home and 

Away are dummy variables for home and away matches. DW is the Durbin-Watson statistic. Figures in parenthesis 

(t-statistic, p-value).  

 
International matches have played an important role in Indonesia beginning with  their debut in the 

1938 World Cup.  In particular, the National team plays an important political role in establishing an identity 

as a nation (Colombijn, 2000; Dorsey & Sebastian 2013). However, as the performance of the National team 

waned, attention turned to developing a national league in line with the leagues of Europe to raise the level 

play (Colombijn, 2000).  It seems plausible that investor decisions could be influenced by this football 

culture which emphasizes on performance in regional international matches.  Moreover, on the date of the 

IPO, local financial analysts mentioned that if Bali United can successfully compete in a regional 

competition such as the AFC it will enhance revenues through more sponsorship (Prayudha, 2019). Hence, 

the internationally oriented football culture in Indonesia could partially explain the importance placed on 

international matches by domestic investors. 
While international match outcomes have an impact on stock prices, we find this is not necessarily 

the case for Liga 1 matches. Information on wins and losses did not have an impact on Bali United stock 

returns when estimating the model over the full sample ranging from June 2019 to March 2020 (Table 4). 

When estimating models (1) and (2) using a shorter time frame from June to December 2019 (Table 5) we 

find the magnitude and signs of the coefficients on the Liga 1 goal difference variables to be consistent with 
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Table 5 

Models 1 and 2: Sub-sample Estimates 

 Model 1        

June 2019~    

Dec 2019 

Model 2        

June 2019~   

Dec 2019 

Model 1         

Jan 2020~     

Mar 2020 

Model 2         

Jan 2020~      

Mar 2020 

Constant -0.18 (0.22) -0.18 (0.22) -1.08 (0.17) -1.09 (0.17) 

𝑅𝑀𝑡+1 0.07 (0.71) 0.06 (0.76) 0.59 (0.07) 0.59 (0.07) 

𝑅𝑀𝑡 -0.15 (0.43) -0.16 (0.41) 0.07 (0.83) 0.08 (0.80) 

𝑅𝑀,𝑡−1 0.21 (0.28) 0.18 (0.37) -0.21 (0.48) -0.21 (0.50) 

𝑅𝐵𝑈,𝑡−1 -0.30 (0.00) -0.30 (0.00) -0.14 (0.33) -0.15 (0.29) 

GDL1 0.39 (0.01)         

GDW_L1  0.64 (0.03)   

GDL_L1  0.20 (0.41)   

GD_AFC   2.11 (0.05)  

GDW_AFC    0.45 (0.86) 

GDL_AFC    2.76 (0.05) 

Home  -0.33 (0.47) -0.64 (0.25) -2.72 (0.53) -0.19 (0.97) 

Away 0.21 (0.59) -0.07 (0.88) 2.90 (0.44) 4.91 (0.30) 

Adjusted R2 

DW 

0.19 

2.01 

0.19 

2.10 

0.12 

2.03 

0.13 

2.02 

Observations 135 135 62 62 

Note: RM is the return on Indonesian stock index, RBU is the return on Bali United stock, GD is the goal difference  

for each match, W and L refer to win and loss, L1 and AFC refer to Liga 1 matches and AFC matches. Home and 

Away are dummy variables for home and away matches. DW is the Durbin-Watson statistic. Figure in parenthesis 

(p-value).  June 2019 to December 2019 there are only Liga 1 matches.  January 2020 to March 2020 there are 

only international matches. 

 

the estimates for the full sample summarized in Table 4. Moreover, the magnitude of the GDW Liga 1 

coefficient is larger than the coefficient on GDL for both the full sample and subsample suggesting wins are 

more important than losses. As the objective in league competition is to gain points over an entire season, a 

win could be perceived as having a greater impact on stock returns than a loss. Note, however, GDW for the 

full sample and the goal difference for the losses are not statistically significant. Therefore, drawing 

conclusions based on the results of on-field performance for Liga 1 matches should be made with care. The 

statistical significance of the subsample coefficient estimate on GD and GDW could be due to the lower 

volatility of returns for both Bali United and the Indonesian stock index over the June to December 2019 

time frame (Table 3). A relatively smaller reaction in stock price to an event announcement would be 

sufficient to indicate an impact in a low return volatility environment.  

In sum, we provide empirical evidence that information of match outcomes has a direct impact on 

Bali United stock prices. This is particularly evident for the AFC post-season matches suggesting the 

investors are especially keen on the international profile of Bali United. As a consequence, the capital market 

thus provides one potential mechanism for which to monitor performance of football clubs in Indonesia.   

 

Concluding Remarks 

Modern Indonesian football is plagued with a history of corruption with parties vying for political 

control to the point that in 2015 the International Federation of Association Football (FIFA) suspended the 

participation of Indonesia in international matches due to government intervention in the professional league. 

Given this history, the Bali United IPO is perceived by many observers as an experiment to introduce greater 

transparency and accountability to the newly formed professional football league, Liga 1. According to 

Silviana and Potkin (2019), Bali United`s top shareholders and executives “said they see the share listing as 

a way of tapping potential for growth in country of more than 260 million people, as well as increasing 

transparency and opening a path for other clubs to list.”  It is hoped that football clubs could be monitored 

by the investors and the Financial Services Authority of Indonesia (OJK) and  this would help in the battle 
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against corruption (Silviana & Potkin, 2019). Since 2017, the Indonesia Stock Exchange has invited football 

clubs such as Persib Bandung, a leading football club team in Indonesia, to go public with the support of the 

Institute of Indonesia Chartered Accountant (IAI) to prepare appropriate accounting documents (Kaltim Post, 

2017). After Bali United listed, the Indonesia Football Association (PSSI) also urged other football clubs to 

go public in order to promote greater transparency (Aldin, 2019).   

This technical case study should shed light on our understanding of whether football club IPOs lead 

to improved financial performance. The preliminary findings for Bali United suggest financial indicators 

such as profitability could increase post-IPO. This is consistent with the argument that the club has 

shareholder interests and accountability in mind. Moreover, we find on-field performance as evaluated by 

investors is reflected in stock prices indicating informational efficiency for football stocks. In other words, 

investor concerns over the ongoing performance of the club is reflected in the market. Such market efficiency 

will help promote greater transparency in the business affairs of the football club in the long run.  Whether 

the Bali United IPO will help spur greater transparency in Liga 1 football remains to be seen in the coming 

seasons. 
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