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Introduction

Art management is a “catalytic activity” that brings art and audience together (Lee 2009a).
The objective of art management is to expose more people to more culture and arts in
more places; in other words, the goal is to maximize enjoyment of arts (Lee 2009b). Art
management has been gaining traction in the field of culture and arts as the gravity of busi-
ness performance has now come to the fore. Many people’s basic living standards have
risen since the 2000s, resulting in a boost in self-actualization desires. Amid prevailing
desires to further improve the quality of life, various performance centers have become an
essential factor in such efforts, subsequently being established as a readily accessible
cultural space (Lee and Chung 2010). Moreover, escalating desires for culture and arts com-
pelled local government units to establish arts performance centers; as of 2012, 170 out of
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234 local government units in Korea established and are operating such art centers (The
Korean Cultural and Art Centers Association 2013).

In the culture and arts field, a public performance center is the platform via which arts
performance producers and consumers interact, and which culture and arts is promoted
and developed. Most notably, it is the location in which local culture policies actually come
to life. However, public performance centers in real life fall short of these expectations.
According to Lee (2009a)), they severely lack in professional manpower, thereby hampering
active planning and execution of new projects by the performance center itself. As a result,
these facilities are only passively utilized for rental revenue. Moreover, unnecessary or
redundant administrative processes and red tapes thwart efforts to mobilize external
financial resources. Finally, Lee (2009b)) argues, public performance centers are overly
fixated on increasing rents and only recruiting large-scale performances to secure
finances, disregarding their roles as a space provider for local residents and artists.

Hence, this study performs an empirical analysis of the effects of quality management on
business performance, in an attempt to ameliorate the business performance of public
performance centers. For the analysis, the characteristics of corporate CEOs (antecedents of
quality management) were sub-divided into entrepreneurship, social responsibility, and
social capital. The significance of quality management is generally accentuated in the field
of corporate management, and management of public performance centers is only under-
stood under the context of art management. Moreover, studies on the relationship of quality
management and business performance are scanty. The reason for such low recognition of
quality management in public performance center management is that quality management
has been perceived as an efficient management innovation program for firms for profit,
such as manufacturing or service industries. In other words, quality management has been
regarded as irrelevant to management of public performance centers that operate to realize
publicness, not for profit. Quality management is an innovation program that facilitates
change toward promoting employee-oriented operations, problem solving, and stakeholder
and organizational values (Ghobadian and Gallear 1996). This system is a step toward the
realization of economic performance and integration of humans and social systems. That is
to say, quality management is not a management system solely for the purpose of generat-
ing profit; but rather, it is a holistic management system to ultimately boost management ef-
ficiency by enhancing the qualities of products and services via consistent management
innovation and increasing employee and consumer satisfactions. Therefore, quality man-
agement can be an imperative management innovation activity in art management.
As previously discussed, the primary purpose of public performance centers is to further
culture and arts, namely for local regions, via performing the role as the central institution
that realizes local culture and arts policies. To this end, public performance centers must
meet the needs of culture and arts providers and consumers, as well as invigorating their
potential or prospective needs. Thus, quality management is a critical factor for public
performance centers as much as for general firms for profit. It is widely discussed
that the characteristics of a CEO are integral predisposing factors for the success
of quality management. This is because the CEO of an organization is a key individual
that disseminates the organization’s values and direction, expected performance,
consumer- and stakeholder-oriented management, organizational learning and
management innovation within the organization, and encourages and motivates the
members of the organization to perform such expectations (McAdam 1999).
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Against this backdrop, the objective of the present study is to determine if the
characteristics of the CEOs of public performance centers and quality management
significantly affect business performance, and to identify the structural relationship
among them. We established two research questions so as to accomplish this object-
ive: first, can preceding studies that have identified that CEO’s characteristics
significantly affect quality management be applied to public performance centers in
the culture and arts sector?; second, does quality management have a significant
effect on business performance of public performance centers as displayed in gen-
eral firms? By dividing the characteristics of a CEO into entrepreneurship, social
responsibility, and social capital, we investigated to find if these variables have a
positive effect on quality management, and also if the quality management has a
positive effect on business performance. Along with the study findings indicating that
quality management and the basic characteristics required for a public performance cen-
ter CEOs are indeed as critical as for general firms to improving business performance,
we also suggest some practical implications in enhancing business performance of public
performance centers based on these findings.

The characteristics of CEOs in the arts industry and quality management

The characteristics of CEOs in the arts industry

Arts entrepreneurs refer to entrepreneurs who translate arts visions into tangible forms
(e.g., services) to provide to the general public (Wilson and Stokes 2002). In other words,
an arts entrepreneur is interested in whether a particular arts activity can reap profits by
meeting consumer demands, as much as the activity per se (Rae 2005). In this perspective,
the CEOs in the arts industry also must possess the characteristics of CEOs of general
firms, because art management involves producing profits via satisfying consumers’
culture and arts desires and needs. Notwithstanding these requirements for arts CEOs, art
management is distinctly differentiated from general firms by the specificity of the culture
and arts industry and the primary purpose of publicness (i.e., maximizing enjoyment of
arts), in addition to the goal of generating profits. Therefore, an arts CEO must possess
certain distinctive characteristics apart from that of general firm CEOs.

Therefore, first, entrepreneurship is an important factor in enhancing the performance of
public performance centers, and can be understood as a vital characteristic a CEO must
possess. It is defined as the process or behavior of starting a new business with innovative
qualities, managing and improving an existing organization, and producing desirable
outcomes (Burgelman 1984; Baron and Shane 2007). In the context of the arts industry,
entrepreneurship can be defined as the process of acquiring an intellectual property
produced by an artist and transforming it into a final product with economical innovation,
or the process of incorporating new market value into a creative output (de Bruin 1998).
Such entrepreneurship is propounded as an essential characteristic for arts CEOs due to the
criticism that an arts CEO generally displays vast personal preferences (Kamara 2006) and
relatively lack entrepreneurial capacity compared to their creative competence (Koivunen
and Kotro 1998). As these issues directly affect the competitiveness and profitability of art
management, many contend that the lack of entrepreneurship with regard to managerial
competence and perception and behaviors of business operations is the largest stumbling
block for raising competitiveness and profitability (NESTA 2007).
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Meanwhile, the purpose of publicness, which is to maximize enjoyment of arts in
a community, is as important as boosting competitiveness and profitability in art
management. Hence, it can be said that social responsibility is one of the most
fundamental psychological quality required for a public performance center CEO.
Social responsibility refers to the willingness to contribute to foster a sustainable
economical development via working with society, local community, family and
employees, to ultimately improve quality of life (World Business Council for
Sustainable Development WBCSD 1999). In other words, social responsibility is a
mindset and behavior that promotes stakeholders’ values. Most preceding studies on
performing social responsibility were conducted on general firms, and reported that
performing social responsibility has positive effects on the firm’s evaluation and
value (Brown and Dacin 1997; Sen and Bhattacharya 2001; Lee and Chung 2005), as
well as on its members’ satisfaction and engagement (Brammer, Millington, and
Rayton 2007; Boddy et al. 2010). The concept of social responsibility also is in line
with that of publicness of public performance centers. Social responsibility is under-
scored in the publicness functions of public performance centers, as public perform-
ance centers must serve as the central institution that fosters local communities of
culture and arts (Lee 2006), a performance center that is readily available for
everyone regardless of income or class (Jeon et al. 2003), and an institution that
facilitates the realization of local culture and welfare as well as invigorating cultural
education (Lee 2009a).

Moreover, interpersonal competence is suggested as one of the competences of a
corporate CEO that plays a decisive role in firm growth and development (Herron and
Robinson 1993). This denotes the significance of a CEO’s social network in corporate
management. Likewise, an art CEO’s social network is also highlighted in art manage-
ment. In fact, social networks are indispensable in terms of the creation, production
and distribution of culture and arts products. This is due to the fact that art manage-
ment activities are formed by interdependent relationships among the participants and
that they are largely governed by social networks (Faulkner and Anderson 1987; Park
and Lim 2008).

Art management and quality management activities
Quality management is also an innovative application to art management. Art CEOs
must maintain a harmonized balance among profitability, publicness, and artistry,
which is in line with the fundamental concepts of quality management: first, quality
management promotes an organization’s goals and human-oriented business pro-
cesses; second, the quality in quality management encompasses material and human
resources, and it includes quality of all tangible items as well as that of humans,
culture, and corporate objectives; third, the quality characteristics of goods and ser-
vices are defined by customers’ needs; fourth, quality management aims at establish-
ing a human-oriented management system that produces customer satisfaction; fifth,
quality management is a management technique via which organizational cultures are
improved and future-oriented business development are promoted (Ko 2012).

In essence, the concepts of quality management can be applied to the goals of art
management as follows. First, quality management is exceedingly human-oriented and
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ultimately promotes customer satisfaction. This is comparable to the goal of public-
ness in art management, as art management seeks to improve the quality of human
lives by satisfying consumers’ desires for enjoying culture and arts (Lee and Chung
2010). In fact, art management promoting happiness by improving people’s quality
of life is also identical to the concept of customers’ happiness advocated in quality
management. Second, the concept of quality as referred to in quality management is
a comprehensive concept as that of the quality of culture, in which customers are
the evaluators. This is in consonance with art management promoting artistry. That
is, because artistry is what satisfies consumers’ artistic desires, it is not solely deter-
mined by the artist’s personal capacity, but rather by an interdependent relationship
among creation, production and distribution (Goo 2008). Therefore, artistry can be
considered as a comprehensive concept as quality in quality management. Third,
quality management is an activity designed to improve business processes to achieve
high profit and low cost, as well as customer satisfaction (Goetsch and Davis 1994).
Art management also aspires to achieve the same—to promote profitability via man-
agement efficiency. Hence, as much as quality management is integral to general
firms, it is equally critical in art management as well, namely public performance
centers, to improve performance via management efficiency.

Research models and hypotheses

As noted thus far, the characteristics of a CEO are antecedents of the outcome of
quality management. Correspondingly, previous studies contend that a CEO’s strong
support of quality management is crucial to the execution and development of
quality management activities (McAdam 1999). Moreover, because quality manage-
ment promotes customer satisfaction via innovation (Goetsch and Davis 1994), it
can be predicted that it will have a significant effect on business performance. Thus,
we designed a research model as shown in Fig. 1.

The relationship between entrepreneurship and quality management activities

The exact definition of entrepreneurship is still in dispute, as the subjects and levels
of analyses are different for each scholar. Some scholars define entrepreneurship as a
process of promoting opportunities without being governed by controllable resources

Entrepreneurship

Business
performance

Market
performance

Social responsibility mag:;ggent
(perception) activities

Financial
performance

Social capital

Fig. 1 Research model
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(Stevenson and Jarillo 1990); some define it as the creation of new organizations
(Gartner 1985), while some define it as a corporate activity to explore and execute
to create something new (Baron and Shane 2007); On the other hand, still others
define entrepreneurship as the creation of new business, that is, activities to harness
opportunities in markets by expanding organizational capacity and integrating
newly produced internal resources (Burgelman 1984). In essence, entrepreneurship
can be defined as a starting-up of a new business with innovativeness, management
and improvement of existing organizations, and activities to facilitate outcome.

The sub-dimensions of entrepreneurship are innovativeness, risk taking, and
proactiveness (Covin and Slevin 1986; Matsuno et al. 2002). Innovativeness is a
process through which entrepreneurs transform market-oriented ideas into an
opportunity. It signifies newness and uniqueness, which allow firms to be efficient
and distinguished from competitors. Risk taking refers to a propensity towards pro-
moting risks; it describes the level of willingness to aggressively pursue something
despite prevailing uncertainty, or the degree of insensitivity towards or enjoyment
of risks. Proactiveness defines a future-oriented viewpoint, or a tendency for aspir-
ing to obtain leadership by anticipating and promoting new opportunities and
exploiting emerging markets.

Entrepreneurship, as one of the characteristics of a CEO, thus plays an important
role in quality management activities. The constructs of entrepreneurship (i.e., inno-
vativeness, risk taking, and proactiveness) can also be considered as preceding
variables of willingness to perform quality management activities, which means that
these factors can also have a vast effect on quality business performance. The imple-
mentation of quality management per se, is a display of risk taking behavior and
promoting innovativeness, and it is correlated with the characteristics of the CEO. In
other words, quality innovation management is dictated by the characteristics of the
CEO of an organization, which has been suggested as important situational factors of
quality management (Lawler et al. 1992).

Shin et al. (1998) asserted that innovativeness is a tendency for executing and
willing to experience creational ideas and that it positively affects innovative quality
management activities, such as product development or product innovation.
Schriesheim and Cogliser (2009) suggested that because quality innovation is not
achieved via a phased process of sequential steps, but via a committed performance
of quality innovation factors, firms with CEOs that are highly proactive are more
likely to execute quality management activities. Furthermore, risk taking, which is a
tendency for audaciously trying out unfamiliar methods of quality innovation, has a
great effect on quality management activities because it allows firms to beat their
competitors to developing and launching new products that are meaningful to
customers, which in turn attenuates the uncertainty about the future of the
company (Schriesheim and Cogliser 2009). Therefore, based on these discussions,
we established the following hypothesis regarding entrepreneurship and quality
management activities:

Hypothesis 1
Entrepreneurship of public performance center CEOs will have a positive effect on
quality management activities.
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The relationship between the perception of social responsibility and quality management
activities

Bowen (1953) was the first to suggest an academic definition of corporate social responsibil-
ity (CSR). Since then, there have been many studies on CSR and suggestions of its
definition, without much success in establishing a single, agreed definition. Even the terms
related to the concept of social responsibility are used in a variety of ways, such as corporate
responsibility or responsible business, corporate citizenship, corporate sustainability, corpor-
ate ethics, and sustainable entrepreneurship (Kim and Kim 2010). The World Business
Council for Sustainable Development (World Business Council for Sustainable Develop-
ment WBCSD 1999) defined corporate social responsibility as the “continuing commitment
by business to contribute economic development while improving the quality of life of the
workforce and their families as well as the community and society at large”. The most
commonly used definition of corporate social responsibility is that from The European
Commission in 2001, that social responsibility is an integrating concept that requires firms
to “have in place a process to integrate social, environmental, ethical human rights and
consumer concerns into their business operations and core strategy in close collaboration
with their stakeholders” (Preuss, Haunschild, and Matten 2009). This definition presents
CSR in the viewpoint of stakeholders (i.e., members of society). That is, corporate social
responsibility can be seen as a corporate activity that aims at elevating the firm’s value
(Donaldson and Preston 1995).

Carroll (1991) and Maignan (2001) propounded four sub-dimensions of corporate
social responsibility: economical responsibility, which is based on creating profit; legal
responsibility, which demands law-abiding practices; ethical responsibility, which com-
pels to do what is right and fair, and charitable responsibility, which demands donating
resources to local communities to improve the quality of life.

Corporate social responsibility pertains to quality management. Quality management
is a comprehensive management tactic to achieve performance via customer satisfac-
tion. Previous studies suggest that CSR can have a positive effect on achieving such
quality management goals. It has been found that CSR enhances a firm’s reputation
and image (Brown and Dacin 1997; Sen and Bhattacharya 2001), and also positively
affects employee satisfaction and organizational commitment (Brammer et al. 2007).
Moreover, it has been proffered that CSR has positive effects in enhancing the qualities
of products or services (Kim et al. 2011). Most notably, CSR affects customers’ percep-
tion of quality, and is an important factor in customer satisfaction (Kim and Yoon
2011). Integrating these studies together, CSR not only increases a firm’s reputation but
also increases quality by prompting employee satisfaction, which ultimately leads to
customer satisfaction. In the cases of public performance centers, in particular, CSR is
more highlighted than in the cases of general firms because the core objective of public
performance centers is to improve the quality of lives of local residents via expanding
their enjoyment of arts (Lee 2006). As has been noted, the effect of CSR on customer
satisfaction is translated into the public performance center industries, with public
performance center CEOs’ perception of CSR directly affecting customer satisfaction.
Given these points, it can be predicted that public performance center CEOs’ percep-
tion of CSR holds an intimate relationship with quality management. Therefore, we
established the following hypothesis regarding the perception of CSR and quality

management activities:
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Hypothesis 2
Public performance center CEOs’ perception of corporate social responsibility will have
a positive effect on quality management activities.

The relationship between social capital and quality management activities

Social capital is understood as a resource derived from social relationship structures, and is
accessible and available for certain behaviors or purposes (Lin et al. 2001). The definition of
social capital is varied in accordance with various academic traditions, level of analyses and
focus of research, and its effect sites also run the gamut from human resources development
and firm performance to regional or national prosperity (Huh 2011). Nevertheless, the
fundamental focal point of social capital is that relationship networks are valuable resources
that explain social behavior. Hence, social capital has been widely utilized to illustrate social
behavior or results, such as promotion (Labianca 2004), interdepartmental exchange and
integration of resources within organizations (Tsai and Ghoshal 1998), team performance
(Labianca 2004y, creation of intellectual resources (Nahapiet and Ghoshal 1998), knowledge
flow (Bell and Zaheer 2007), and knowledge sharing (Yang and Farn 2009).

The sub-dimensions of social capital are structural, relational, and cognitive dimensions
(Nahapiet and Ghoshal 1998). The structural dimension refers to the type of actors’
overall network, including network ties and network configuration (Nahapiet and Ghoshal
1998). The relational dimension is specified as the relational characteristics formed and
developed between individuals via interdependent processes (Granovetter 1992), and the
cognitive dimension is defined as facilitating an understanding of things or common
behavior patterns through shared goals, values, languages or meanings (Coleman 1988).

It is believed that social capital prompts the development of intellectual resources
within an organization by affecting the conditions required for the exchange and
integration of knowledge (Nahapiet and Ghoshal 1998). Social capital is based on the
premise that network ties allow access to useful resources. Social network is the path
through which information and knowledge flow, thereby facilitating exchanges of
knowledge (Uzzi 1996; Hansen 1999; Levin and Cross 2004).

An organization’s innovative capacity largely dictates its ability to utilize intellectual
resources. Several preceding studies on innovation have focused on the creation or use
of knowledge, and those studies on knowledge or intellectual resources set innovation
as the key outcome variable (Ahuja 2000; Subramaniam and Youndt 2005; Collins and
Smith 2006; Frenz and Ietto-Gillies 2009; Zhang et al. 2009). This implies that know-
ledge creation and innovation are closely related. Innovation is a result of the inter-
dependence and exchange of knowledge among various actors, as well as the
convergence of different knowledge (Landry et al. 2002; Zheng 2010). Products and
services are developed through such exchanges of knowledge (Hargadon and Sutton
1997). Summarizing the points discussed thus far, innovation is a process in which
organizations solve problems through an accumulation of new knowledge, and know-
ledge creation is an integral part of innovation (Smith et al. 2005; Subramaniam and
Youndt 2005).

Quality management spotlights gaining competitive advantages through achieving quality.
It puts weight on customer satisfaction, human respect, and social contribution, while
encouraging all members of the organization to utilize all available means to innovate and
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improve business to increase competitiveness, ultimately targeting to achieve organizational
objectives (Kim et al. 2007). Drawing on this purpose of quality management, it is clear that
innovation is a critical factor in quality management. All things considered, social capital is
a condition required for the exchange and integration of knowledge, which prompts the cre-
ation of new knowledge and innovation. As we have discussed, innovation is an important
factor in quality management, thereby suggesting that social capital comprises a significant
portion of quality management. Therefore, we established the following hypothesis regard-

ing social capital and quality management activities:

Hypothesis 3
The social capital of public performance center CEOs will have a positive effect on

quality management activities.

The relationship between quality management activities and business performance
Quality management has a considerable effect on firms’ profitability, productivity and
quality (Bou-Llusar et al. 2009), in addition to accomplishing performance (Gallear and
Ghobadian 2004). Furthermore, previous studies revealed that the various methods of
quality improvement via quality management improve operational and financial per-
formance as well (Saravanan and Rao 2007). Schriesheim and Cogliser (2009) argued
that quality management is not only confined to the production stages (e.g., process
control and inspection), but is extended to envelop the overall operations of a firm,
from designing products that meet customer demands to establishing corporate culture
that underscores quality. In addition, the difference in business performance between
firms using quality as a competitive weapon and those that are not has been identified
in a strategic perspective.

Adam (1994) analyzed that various regulatory approaches for quality management
improved the operating performance and financial results. Lawler et al. (1992) con-
ducted a study on 100 American companies to measure quality management activity by
using the elements of productivity, quality, customer service, competitiveness, profit-
ability, worker satisfaction, job transfer result, and quality working condition. Such
quality management activity was found to enhance the market share and profit margin,
which are the operating performances. Furthermore, Zairi (2012) conducted empirical
study that indicated that executing quality management activity have positive effect on
the market share and profit margin. In this relationship, the variables of quality man-
agement execution were shown to have an important role.

Hence, we established the following hypotheses regarding quality management and

business performance:

Hypothesis 4
The quality management activities performed by public performance center CEOs will
have a positive effect on market performance.

Hypothesis 5
The quality management activities performed by public performance center CEOs will
have a positive effect on financial performance.
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Data collection and construct measurement
Measuring variables
The core constructs of this study comprise five factors: public performance center
CEOs’ entrepreneurship, social responsibility and social capital, and the perform-
ance centers’ quality management and business performance. Entrepreneurship was
assessed with a measurement scale developed by Matsuno et al. (2002) that was
modified and supplemented for the use of this study. A 5-point Likert scale was
used to measure a total of nine questions: innovativeness (3 questions), risk taking
(3 questions), and proactiveness (3 questions). Social responsibility was assessed
with a measurement scale developed by Carroll (1979) that was modified and
supplemented for the use of this study. A 5-point Likert scale was used to measure
a total of eight questions: economical dimension (2 questions), legal dimension (2
questions), ethical dimension (2 questions), and charitable dimension (2 questions).
Of note, social responsibility was renamed to “perception of social responsibility”
for the purpose of this study. Social capital was assessed with a measurement scale
developed by Watson (2007) that was modified and supplemented for the use of this
study, and a total of eight questions were measured on a 5-point Likert scale.
Quality management activities of public performance centers were assessed with a
measurement scale developed by Gallear and Ghobadian (2004) that was modified
and supplemented for the use of this study. With two questions per each dimension
(performance management, process management, training management, and cus-
tomer management), a total of eight questions were measured on a 5-point Likert
scale. Business performance was assessed with a measurement scale developed by
Kwon (2010) that was modified and supplemented for the use of this study, measur-
ing four items regarding market performance on a 5-point Likert scale; financial
performance was measured in four areas (annual budget, annual corporate subsidy,
annual sales, and annual net income) using the values in the corporate disclosures.
In addition, entrepreneurship, perception of social responsibility, and quality manage-
ment were further divided into applicable sub-dimensions and the sum of each
measured item was used for the assessment. The details on the specific measured items

are presented in the Appendix.

Research subjects and data collection

This study was conducted on the CEOs of Korea’s 170 national or public performance
centers or local culture and arts centers that are listed as members of The Korean Cultural
and Arts Centers Association (KOCACA). The questionnaires were conducted on the
CEOs via phone and emails/fax or face-to-face interviews depending on the location of the
subjects’ institution over the course of three weeks from March 4, 2013 to March 23, 2013.
There were five performance centers without a CEO during the data collection period due
to the termination of contracts, and two CEOs were absent due to a long-term business trip
oversees. We also eliminated additional 35 performance centers for various reasons; some
were KOCACA members but did not have a performance facility; some CEOs refused
interviews because their institutions were strictly for city hall or students’ educational use,
while some CEOs of city or military-run institutions declined interviews because they did
not think their responses would be beneficial for the purpose of this study, as they were
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public officials who were newly appointed as representatives and have no direct knowledge
in the culture and arts field.

As a result, a total of 103 questionnaires were collected. Five questionnaires were
additionally eliminated for insincere or incomplete answers, resulting in a total of 98
effective questionnaires (95.1 %) for analysis. The general characteristics of the samples
are illustrated in Table 1.

As illustrated in Table 1, the respondents were mostly male (88, 89.8 %), above the
50s (85, 86.7 %), and with education beyond undergraduate degrees (78, 79.6 %). Only
14 subjects (14.3 %) majored in the arts or physical education, with the majority being
non-arts majors (84, 85.8 %); there were more subjects with fewer than 10 years of
experience (54, 55.1 %) than those with more than 10 years of experience (44, 44.9 %),
and incumbency was mostly under 5 years (85, 86.7 %). With regards to performance
centers, most of them were medium-sized (43, 34.9 %) and had 500—1000 seat capacity
(55, 5.1 %), 10-20 employees (33, 33.7 %), and annual audience of more than 100,000
people (41, 41.8 %).

Reliability and validity

This study tested causal relationships through structural equation modeling ana-
lysis. The structural equation presents the advantage that the relevance of a num-
ber of variables can be tested within a single model. Therefore, a researcher
would use structural equation when having assumption of the various relation-
ships between parameters. Furthermore, the structural equation is expressed in a
way that complex relationships between the variables are easily visualized. This
study used LISREL Ver. 8.72 to test hypothesis. To test reliability and validity of
the measured items, convergent validity, discriminant validity, and reliability ana-
lysis were performed.

We conducted various analyses to verify the convergent validity, discriminant validity,
and reliability of the constructs. Table 2 is an illustration of the correlation coefficients
and Cronbach’s a values for the constructs determined by the confirmatory factor
analysis using LISREL Ver. 8.72 Table 3 shows the loading values, composite reliability
and average variance extracted values of the measurement model.

The loading values (A) of all constructs were significantly high. Moreover, the
composite reliability of all constructs was greater than the minimum threshold of
0.6. The average variance extracted (AVE) was also shown to be greater than the
minimum threshold of 0.5 for all constructs except for entrepreneurship. Like-
wise, Cronbach’s a values were shown to be above the minimum threshold of 0.7
for all constructs except for entrepreneurship. These results confirmed the
convergent validity of all constructs. To verify the discriminant validity, we followed the
testing method proposed by Anderson and Gerbing (1988), and performed chi square
difference test for the constrained models (correlation coefficient of all constructs
constrained to 1.0) and unconstrained model. The y* values of the constrained and
unconstrained models were 902.27 (df =252, p =0.00) and 440.84 (df =237, p =0.00),
respectively. The difference of y* was 461.43 (Adf = 15), which was statistically significant.
The results confirmed adequate discriminant validity for all constructs included in our
research model.



Table 1 General characteristics of the samples

Item Frequency Percentage Item Frequency Percentage
(%) (%)
Gender Male 88 89.8 Age Under 40s 13 133
Female 10 10.2 Above 50s 85 86.7
Educational background Below undergraduate graduation 20 204 Undergraduate major Arts/Physical Education 14 14.3
Beyond undergraduate 78 796 Commerce 13 133
graduation
Amount career experience Less than 10 years 54 55.1
More than 10 years 44 449 Humanities/ Social 38 388
Incumbency Less than 5 years 85 86.7 sciences
More than 5 years 13 133 Others 33 37
Size of performance center Large 39 398 Seat capacity Less than 500 seats 19 194
Medium 43 439 500-1000 seats 55 56.1
Small 14 14.3 More than 1000 seats 24 245
Number of employees Less than 10 20 204 Annual audience Less than 10,000 people 7 7.1
10-20 33 337 10,000-30,000 people 13 133
20-30 12 122 30,000-50,000 people 14 143
50,000-70,000 people 10 10.2
30-50 16 163 70,000-100,000 people 13 133
More than 50 17 174 More than 100,000 people 41 418
Total number of performance centers in Korea National or public 162 942 Miscellaneous (Data National or public 94 96.0
(As of March, 2013) Private (firm) 10 58 collection) Private (firm) 4 40
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Table 2 Correlation coefficients of the constructs

Variable Entrepreneurship - Social Social Quality Market Financial
responsibility - capital management performance performance
(Perception activities
Entrepreneurship 061
Social responsibility 0.72 0.79
(Perception) (8.30)
Social capital 0.52 (5.06) 0.50 (5.42) 0.85
Quiality management 0.83 (11.78) 0.75(12.13) 062 091
activities (8.06)
Market performance 048 (4.57) 0.60 (7.56) 047 071 0.89
(5.20) (11.74)
Financial performance 045 (4.24) 045 (4.79) 0.50 0.56 0.46 0.92
(5.82) (7.07) (5.25)
Mean 3.587 4216 3.601 3.723 3.801 3479
Standard deviation 0.546 0.481 0.651 0.682 0.738 2107

(Inside the parentheses are the t-values, diagonal values are the Cronbach’s a)

Table 3 Results of the measurement model analysis

Variable Question Loading t- Squared multiple Composite AVE
value (\) value correlation reliability
Entrepreneurship INN 0.80 809 0640 0.645 0.389
FOR 049 464 0240
RIS 0.53 515 0281
Social responsibility ECO 0.76 839 0578 0.824 0.544
(Perception) LAW 074 800 0548
ATH 0.84 957 0706
CHA 0.59 598 0348
Social capital SOC1 062 639 0384 0.853 0541

SOC2 0.74 8.15 0548
SOC3 0.64 667 0410
SOC4 0.88 1044 0774
SOC5 0.76 846 0578
Quality management PER 0.89 11.07 0.792 0.882 0.653

activities PRO 080 920 0640
EDU 0.78 890  0.608
Cus 0.76 862 0578
Market performance MPF1 0.69 753 0476 0.902 0.698
MPF2 0.85 10.14 0723
MPF3 092 1168 0846
MPF4 0.87 1051 0.757
Financial performance OBU 0.87 1060 0.757 0.927 0.758
csu 0.81 947  0.656
SAL 091 1138 0828

PIN 0.90 11.35 0810

Page 13 of 21
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This study examines the relationship among the characteristics of public perform-
ance center CEOs, quality management, and business performance. We measured all
variables only from the self-report questionnaires from CEOs, thereby resulting in a
possibility of common method bias. If there is a severe common method variance, it
may undermine the validity of the results and affect the relationship among the vari-
ables within the research model, producing distorted results (Park et al. 2007). Hence,
we checked for any common method variance via two methods. Based on the upper
echelons perspective theory introduced by Hambrick and Mason (1984), the variables that
can be observed by an upper echelon, such as age, educational background, undergraduate
major, career experience, and years of work experience, and the relationship between
independent variables and dependent variables were analyzed. Furthermore, based on
methods presented by the study of Podsakoff and Organ (1986), single-factor test by
Harman (1967) was conducted.

To analyze the relationship between the observable variables and this study’s
constructs, a regression analysis was performed with the subjects’ age, educational
background, undergraduate major, career experience, and incumbency as the in-
dependent variables and entrepreneurship, perception of social responsibility, so-
cial capital, quality management activities, market performance, and financial
performance as the dependent variables. The results indicated that all relation-
ships among variables, except that between career experience and social capital,
were insignificant with a level of significance below the threshold of 0.5. Further-
more, performing an unrotated factor analysis as suggested by Podsakoff and
Organ (1986) revealed 7 factors with eigenvalues greater than 1.0; of these fac-
tors, the first factor accounted for 37.33 % of the total variance, thus the com-
mon method bias was deemed insignificant (Huh 2006; Park et al. 2007; Shim
et al. 2010).

Hypotheses testing
The correlation coefficients between the constructs shown in Table 2 are positively signifi-
cant at p =.01. Performance centers’ market performance and financial performance had
a highest correlation with quality management activities of the CEO, and also a significant
correlation with entrepreneurship, perception of social responsibility, and social capital at
p =.01. In addition, the CEOs’” quality management activities had the strongest correlation
with entrepreneurship, and perception of social responsibility and social capital also
showed a high correlation.

Table 4 illustrates the main estimates for constructs and the test results for our
hypotheses.

As illustrated in Table 4, the structural model that estimated the path coefficients
was well-fitted overall (Chi-Square =44.15 (p =0.00, df =238, GFI=0.87, NFI=0.91,
CFI=0.95, IFI =0.95, RMR = 0.076, RMSEA =0.077). The results of the significance
tests are as follows. First, hypotheses 1, 2 and 3 were accepted, as the characteristics
of public performance center CEOs, namely entrepreneurship (p=0.53, t=3.14,
p <.01), perception of social responsibility (f =0.26, £ =1.72, p<.1), and social capital
(p=0.21, £=2.06, p < .05), were shown to have a significantly positive effect on quality

management activities.
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Table 4 Results of the structural model analysis

Relationship Estimate Hypothesis

ML estimate t-value acceptance
Entrepreneurship — Quality management 0.53 3.14 H1 Accepted
Social responsibility (perception) — Quality management 0.26 1.72 H2 Accepted
Social capital — Quality management 0.21 2.06 H3 Accepted
Quiality management — Market performance 0.89 301 H4 Accepted
Quality management — Financial performance 047 1.88 H5 Accepted
Goodness of fit of the model Chi-Square =441.15 (p = 0.00, df = 238), GFI=0.87,

NFI'=0.91, CFI=0.95, IFI =0.95, RMR = 0.076,

RMSEA =0.077

Moreover, hypotheses 4 and 5 were also accepted, as quality management activities were
shown to have a significantly positive effect on business performance, namely market per-
formance (f =0.89, t = 3.01, p <.01) and financial performance (3 =047, £ =1.88, p<.1).

In summary, the study’s findings exhibit that the characteristics of public perform-
ance center CEOs (i.e., entrepreneurship, perception of social responsibility, and social
capital) have a positive effect on quality management activities, and quality manage-
ment activities in turn wield a positive effect on business performance (i.e., market and

financial performance).

Conclusions and discussions

The objective of this study is to provide logical grounds and empirical findings to
determine if the characteristics of public performance center CEOs (i.e., entrepre-
neurship, social responsibility-perception, and social capital) and quality manage-
ment can enhance business performance; more specifically, we sought to probe
whether these factors equally affect business performance of public performance
centers and general firms. To this end, we established several hypotheses and tested
these hypotheses by collecting and analyzing questionnaires from a sample of 98
Korean public performance center CEOs.

As we have hypothesized, the characteristics of public performance center CEOs
have been confirmed to have a positive effect on quality management activities.
More specifically, entrepreneurship had a positive effect on quality management
activities, which supports a claim from a previous study that entrepreneurship
should be considered as a context variable or an antecedent that promotes quality
management activities (Lawler et al. 1992). Moreover, perception of social
responsibility had a positive effect on quality management as well, which supports
previous study results that the perception of social responsibility is in line with the
purpose of publicness (Lee 2009a), as it is a corporate activity that raises stake-
holders’ value (Donaldson and Preston 1995). Finally, the last sub-dimension of
CEOs’ characteristics, social capital, was also found to have a positive effect on
quality management, confirming previous study findings that social capital creates
knowledge exchange and integration to boost an organization’s intellectual capital
(Nahapiet and Ghoshal 1998), ultimately expanding the organization’s innovative
capacity (Levin and Cross 2004).
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In the hypothesis of this study, the following previous studies are supported:
studies by Shin et al. (1998), Schriesheim and Cogliser (2009) which are related
to entrepreneurship and quality management activity; studies by Brown and Dacin
(1997), Sen and Bhattacharya (2001), which are related to social responsibility
and quality management activity; and studies by Smith et al. (2005), Subrama-
niam and Youndt (2005) which are related to social capital and quality manage-
ment activity.

Additionally, quality management activities were found to have a positive effect on
business performance (i.e., market and financial performance). This finding confirms
previous studies that suggested quality management as a key player in performance
enhancement (Saravanan and Rao 2007; Schriesheim and Cogliser 2009), as well as
accentuating the significance of quality management in art management as much as in
general corporate management.

This study has the several practical implications. First, quality management can
improve business performance. This underscores the fact that art management
should be approached in the same manner as corporate management. However,
art management has been strictly differentiated from corporate management due
to the specificity of “arts”. This has been a limiting factor that impedes further
advancement of the culture and arts industry. Furthermore, because public per-
formance centers have been placing priority on achieving publicness, that is, im-
proving the quality of lives of local residents by satisfying their culture and arts
needs (Lee 2009b), several problems have arisen due to sluggish profitability (Lee
and Chung 2010). Public performance centers have suffered staggering blows to
its operations and functions because their local autonomy-run operating systems
lack adequate expertise in performance center operations and culture and arts,
and also lack complete fiscal independence (Lee and Chung 2010). As a result,
the very existence of public performance centers as the center of local culture
and arts is at risk. These circumstances all the more call for a perception that art
management and corporate management have a certain degree of similitude, as
well as the implementation of quality management in the arts field to increase
operational efficiency.

Second, certain characteristics, such as entrepreneurship and social capital, are
demanded of public performance center CEOs to promote quality management. These
characteristics determine the success of quality management, as the CEO’s utmost
support is critical to achieving the goals of quality management (Lawler et al. 1992).
Notably, an arts CEO has two crucial roles: influencing creative activities and generat-
ing profit from the creative production (Goo and Lee 2012). In other words, the CEO
must not only perform artistic activities but also promote profit by meeting customers’
needs (Rae 2005). Therefore, an arts CEO should be equipped with the entrepreneurial
capacity, such as entrepreneurship and social capital. Entrepreneurship, namely innova-
tiveness, risk-taking tendency and proactiveness, allows an arts CEO to acquire a new
market by anticipating consumers’ needs in culture and arts, during which social capital
helps to harness intellectual resources that mitigate uncertainty and increase competi-
tiveness (Goo and Lee 2012).

Finally, an arts CEO should acknowledge the importance of achieving the goal

of publicness. Publicness in art management manifests as the maximization of
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enjoyment of arts. For the purpose of realizing publicness, the role of social re-
sponsibility (or the perception of) is quite significant. The social responsibility of
public performance centers facilitates cultural and artistic productions in the local
community and provides more access for the local residents to enjoy culture and
arts, ultimately enhancing their quality of life. Although only the non-profit as-
pects of such social responsibility activities are usually magnified, there may be
long-term profitable implications to social responsibility (Carroll 1991). Hence,
public performance center CEOs should take a long-term standpoint in terms of
ameliorating profitability of their performance centers and continue with efforts
to fulfill social responsibility.

Despite the several theoretical and practical implications, this study is limited due to
the following.

First, although we surveyed CEOs nationwide, the absolute number of samples is
small. The generalization of our findings is further hampered by the specificity of
public performance centers; that is, general (private) performance centers may have
different contributory factors to business performance. Therefore, future studies
should investigate a wider pool of samples.

Second, the characteristics of public performance CEOs were confined to
entrepreneurship, social responsibility (perception), and social capital. However,
previous studies have suggested other characteristics of a CEO that affect
quality management, such as leadership (Eskildson 1994) and knowledge and
learning (Kathuria 2000). Hence, future studies should examine more diverse
characteristics.

Third, the effect of quality management activity on management performance was
analyzed, but it has limitation in measuring dual financial performances. The finan-
cial performances are measured as annual budget estimation, subsidy budget for
enterprises, sales amount, and net income amount. However, these are not officially
declared quantified measurement, and they are estimations based on the respon-
dents’ standards. Therefore, these have limitations to be considered as measurement
for representative management performance. In the future, the management
performance should be measured by using quantified financial performances, to find
the effect of quality management activity on management performances through
empirical analysis.

Fourth, a longitudinal study was needed in order to find the market performance and
financial results with time, for the public art performance centers. However, this was a
cross-sectional study due to many limitations regarding study environment, time con-
straints, etc. Therefore, a longitudinal study should be conducted in the future.

Finally, although we set innovativeness, risk-taking, and proactiveness as sub-
dimensions of entrepreneurship, some studies established these characteristics as
separate constructs and analyzed their relationships with other constructs (Hughes
and Morgan 2007). Moreover, many management researches established the sub-di-
mensions of social responsibility and social capital as separate constructs as well.
Thus, future researchers should attempt to more accurately define the conceptual
definitions of entrepreneurship, social responsibility, and social capital by probing
each of the suggested sub-dimensions to find if they display any independent rela-
tionships with other variables.
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Appendix

Evaluation items in the questionnaire

Variable

Evaluation items

Entrepreneurship

Social responsibility
(Perception)

Social capital

Quality
management
activities

Business
performance

Innovativeness

Proactiveness

Risk taking

Economical

Legal

Ethical

Charitable

Performance
management

Process
management

Education/
Training

Customer
management

Market
performance

Financial
performance

| believe creative and new methods are more important in problem solving.

| desire to execute creative marketing strategies.

| believe even previously successful products and services should be
changed according to market conditions.

| believe changes in the market create positive opportunities.
| think more about opportunities than risks.

| want to recommend my marketing strategies to competitors (other
performance centers).

| believe orderly manners and risk averting is important. (Reversed items)
| want to operate the performance center safely. (Reversed items)
I will invest in high-risk, high-return investments.

| try to provide good service.

| aggressively invest to plan and stage a good performance/production.

| always try to abide by the laws and principles.

| try to protect customers' rights and safety.

| pay attention to ethical business practices.

| pay attention to the social responsibility of performance centers.
| actively return our profits to society.

| personally participate in various volunteering activities.

| maintain an amicable relationship with government ministries.

| maintain an amicable relationship with companies related to the
performance center operation.

| actively participate in various committees related to the performance
center operation.

| maintain an amicable relationship with non-government individuals (tax
accountants, accountants, management consultants, etc.).

| maintain an amicable relationship with various financial institutions
related to the performance center operation.

| develop and manage performance measurement indicators related to
the performance center operation.

| perform appropriate management via business performance analysis.
| actively improve business tasks for performance improvement.

| actively improve business processes to enhance business efficiency.

| run various programs that help employee career development.

| am vastly interested in employees’ career training.

| reflect customers’ opinions when establishing performance programs.
I regularly measure customer satisfaction to reflect them in business.

I am meeting the management goals of our performance center.

| am meeting the cost-reduction goals of our performance center.
Our management innovation program is being carried out smoothly.
The competitiveness of our performance center is increasing.

What is our annual budget?

What is our annual corporate subsidy?

What is our annual sales?

What is our annual net income?

Page 18 of 21
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