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MEASURING CUSTOMERS’ INTIMACY:
EVIDENCE FROM INDONESIAN SERVICE-BASED 

COMPANIES
Abstract

Leadership is often regarded as the fuel to jump-start changes and improvement 
in organizations. At the same time, innovation is widely discussed as an important 
element in organizational development. In numerous theoretical discussions and 
stories of companies across the globe, successful organizational innovation depends on 
leadership. As the leadership pushes for innovation, the company’s internal branding is 
expected to improve. This is particularly true for transformation leadership, perhaps.  
Such an internal branding is expected to shape much stronger employee-based brand 
equity (EBBE). Likewise, the company’s innovation should enhance the customer 
intimacy by means of word of mouth. The relationships may not have been widely 
researched though the presence of technology has allowed increasing popularity 
in electronic communication and information sharing. Electronic word of mouth 
(eWOM), like testimonies, spreads insights and experiences for others. This affects 
customers’ reactions to products and services. Service-based companies may have 
relied on eWOM to keep the traffic-inflows while maintaining intimacy with customers. 
This study attempts to analyze the relationships among transformational leadership, 
product/service innovation, internal branding, eWOM, EBBE, and customer intimacy 
in Indonesian service-based companies, such as; hotels and restaurants. A structural 
equation modeling is incorporated to note the simultaneous relationships. 
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MEРЕЊЕ ИНТИМНОСТИ СА КОРИСНИЦИМА:
ПРИМЕР УСЛУЖНИХ КОМПАНИЈА У ИНДОНЕЗИЈИ 

Апстракт

На лидерство се често гледа као на гориво за промене и напредак у 
организацијама. Истовремено, иновација се третира важним елементом у развоју 
организације. У бројним теоријским расправама и случајевима компанијама 
широм света, успешна иновација зависи од лидерства. Како руководство 
инсистира на иновацијама, тако се очекује да се унутрашње брендирање 
компаније побољша. Ово се, вероватно, посебно односи на трансформационо 
лидерство. Од таквог интерног брендирања се очекује да обликују много 
већу вредност бренда засновану за запосленима (employee-based brand equity - 
EBBE). Исто тако, иновација компаније требало би да унапреди интимност 
са корисником услуга путем уста до уста. Ови односи нису широко истражени 
иако је присуство технологије омогућило повећање популарности у електронској 
комуникацији и размени информација. Тзв. електронска уста (Electronic word of 
mouth - eWOM) шире увид и искуства других. То утиче на реакције корисника 
у вези са производима и услугама. Компаније које базирају на услугама могу 
да се ослоне на eWOM и да задрже одржавајућу интимност са корисником. 
Ово истраживање покушава да анализира односе између трансформационог 
лидерства, иновације производа/ услуге, интерног брендирање, eWOM, EBBE и 
интимност са корисницима у услужним предузећима у Индонезији, као што су 
хотели и ресторани. Једно моделирање структурне релације је искоришћено да 
би се фокусирала  пажња на истовремене односе.

Кључне речи: лидерство, иновације производа, интерно брендирање, 
електронска уста до уста, имовина у бренду заснована на запосленом, 
интимност са корисником

1. Introduction

There are numerous studies on external branding (Keller, 2013), whose focus is 
on delivering the organization’s brand promise to customers to achieve brand equity-
based customers (Keller, 2013). However, internal branding may not have been studied 
extensively (McKee, 2009). External and internal branding are equally necessary in 
delivering an organization’s brand promise (Keller, 2013). In fact, fewer marketers 
are aware of the importance of internal branding and subsequently, a smaller number 
of employees believe in a company’s brand promise and are endowed to delivery it 
(Marshall, 2013). This means that internal branding must be adopted to ensure employees 
recognize the fundamental branding concept to extend it to customers.

The stronger the internal branding, the faster it fosters the creation on employee-
based brand equity (EBBE) (King & Grace, 2010; King & Grace, 2009). King and Grace 
(2009) introduced EBBE as “the third perspective”. According to King and Grace (2009), 
a measurement for maintaining internal brand management is desirable, following 2 
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initial perspectives in building and measuring brand equity, which are customer-based 
and financial-based. 

From the technological perspective, it has become a public knowledge that the 
popularity of electronic communication is increasing along with the rapid development 
in the digital era. This creates an opportunity of eWOM (Cheung & Lee, 2008). Тhе 
eWOM has become an important source of information, which now can be easily obtained 
from any websites, and also from any social media (Chen & Lurie, 2013; Vimaladevi & 
Dhanabhakaym, 2012; Alrasheed, 2011). 

In order to achieve all that, the role of human resources is extremely essential for 
organizations.  Referring to the service-based industry, the role of human resources is 
even more vital to ensure the proper service delivery toward customer intimacy. Hence, 
suitable leadership style may be crucial to manage the pool of human resources, or 
otherwise known also as “human capital” (Ngah, et al., 2013). The use of a traditional 
leadership style that is rooted in accepting and following regulations, or the use of a 
transformational leadership style, which tend to motivate and inspire employees 
(ehotelier, 2013).  Hotel industry management applies different types of leadership style 
and major researchers consider the transformational leadership style has a significant 
influence in achieving successful internal branding (Kashmiri, 2010; Kaewsurin, 2012). 

2. Literature review

2.1. Transformational leadership
“I am more afraid of an army of 100 sheep led by a lion than an army of 100 lions led by 

a sheep” – Talleyrand (Robbins & Judge, 2013)

The quote above represents how vital the role of a leader is in managing human 
resources and Burmann et al. (2009) claim that leadership is also an important aspect in the 
internal branding process. The most important resource in every hospitality and tourism 
organization is the employees themselves. The success or failure of the organization 
is directly influenced by how their tasks are managed and led (Hayes & Ninemeier, 
2009). Some employees genuinely love their work, whereas others just as extremely 
dislike them. The majority of people are somewhere in between the spectrum (Ebert & 
Griffin, 2011). It is essential to identify employee behaviours, individual differences and 
motivation effectively before determining the most suitable leadership style applied by 
the managers (Robbins & Coulter, 2009).

Previous researchers (Yukl, 2010; Ebert & Griffin, 2011) explained different 
perspective approaches to studying leadership. The first perspective is from the nature 
of the leaders (trait approach, behavioural approach, path-goal theory, and situational 
approach), and the second perspective is from the followers (charismatic leadership and 
transformational leadership). Bernard Bass imported Burn’s transforming leadership 
concepts from the political and social movement arena in the context of organizations 
(Hickman, 2010). According to Hickman (2010), Bass split Burn’s link to social change 
from the theory of transforming leadership and adopted Burn’s definition of transactional 
leadership to form what he characterized as transformational leadership. According to 
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Bass’s theory, the measurement scales of transformational leadership are (Bass, 2013):
Idealized influence to represent behaviours that stimulate strong follower emotions 

and identification with the leader, for instance establishing courage and dedication, and 
creating self-sacrifices for the followers (Yukl, 2010).  

Inspirational motivationas a way to communicate an appealing vision and using 
symbols to focus subordinates effort and express important objectives in simple ways 
(Yukl, 2010; Hamilton, 2009; Bass, 2013).  

Intellectual stimulation to represent behaviours that improve subordinates 
understanding of problem and influences them to observe problems from a new 
perspective (Yukl, 2010). 

Individualized consideration to show sets of characteristics that provide support, 
encouragement, and instruction to subordinates (Yukl, 2010). 

2.2. Product innovation1

Competition in the market has always been intense and it has become harder to 
control over the market (Barrows & Powers, 2009). The combination of an interrelated 
and an interdependent variety of activities in marketing, to cover both the tangibility 
and intangibility, are crucial. Hence, the application of an extended marketing mix, 
which consists of: Product, Price, Place, Promotion, Process, Physical Environment, 
and People (Wirtz, Chew, & Lovelock, 2012) are necessary to boost uniqueness and 
continuous innovation. 

According to Omachu & Einspruch (2010)  there are 4 types of innovation: product 
innovation, process innovation, marketing innovation, and organizational innovation. 
Successful innovation requires an integrated design process, such as; integration in the 
design of the enterprise, the design of the product, as well as the design and implementation 
of new technologies (Preez & Louw, 2008). According to Erdil, Erdil and Keskin (2004) 
there are 2 dimensions that trigger product innovation, which are: 

Technological Drive/Challenges have infiltrated the way companies grow 
and innovate have been changed in the past decades and is still in a continual phase. 
Innovation process allows technology to be applied in a marketable or otherwise 
valuable way (White & Bruton, 2007). The impact of technology has gone beyond its 
role starting from a tool to improve efficiency and effectiveness to the substitute of man 
power (Kandampully, 2007). 

Focus on Short Time to Market pushes companies to keep-up with competitors in 
the wild competitive market sometimes require sooner rather than realistic sometimes 
made innovation only focus on short term market. It might be because of lack of time, 
lack of resources or staff, lack of systematic process, fear and lack of confidence about 
innovation since it is believed to be risky (Huseyin & Ferit, 2007). By focusing on short 
term market there is an opportunity to offer valuables features which may lead to more 
established technologies and chances to dominate market (Chen & Taylor, 2009).

Therefore, considering the needs on product innovation, technological drive/
challenges, and the need to time appropriately to market, the presence of transformational 
leadership is vital. Hence, it can be hypothesized as follows:

H1: Transformational leadership influences product innovation
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2.3. Internal branding
Internal branding or otherwise referred to as “internal marketing” is part of a 

holistic marketing concept. Internal marketing undertakes hiring, training and motivating 
employees to serve customers properly and it can be as vital or even more than directly 
marketing products or services outside the company (Kotler & Keller, Marketing 
Management, 2012).

According to Kotler and Keller (2012), there are 10 types of products that marketers 
market, such as; goods, services, events, experiences, people, places, properties, 
organizations, information, and ideas. One strategy to differentiate services is to establish 
a brand. In contrast with a product, a brand is an extra value to a product because a brand 
can have different dimensions from products designed to meet the same need (Keller, 
2013). Keller also explained that the differences may be rational and tangible (associated 
with product performance of the brand) or more emotional, symbolic and intangible 
(associated with what the brand represents) (Keller, 2013). Along with Keller, King and 
Grace (2009) agreed that branding plays a particularly significant role in the services 
arena. However, strong service brands are only attained when the communication of 
brand promise is consistent to the brand experience delivered. 

The importance of internal branding in the service industries is increasing 
(Kaewsurin, 2012). The concept of internal branding has been defined in several ways 
now as a result of the growing literature on internal branding (Punjaisri & Wilson, 2011; 
Kaewsurin, 2012). Punjaisri and Wilson (2011) state that internal branding is about 
“ensuring that the brand promise is transformed by employees into reality, reflecting the 
espoused brand values that set customers’ expectations”. Kaewsurin (2012) stated that 
there are 2 perspectives of internal branding; 

Internal communication represents the use of internal communication tools, such 
as; internal publications, e-mail messages, memos, group meetings, daily briefings, direct 
contract, newsletters, brand books and intranet (Punjaisri & Wilson, 2011; Kaewsurin, 
2012) to influence its brand targets, who are not only customers but employees as well 
(Kaewsurin, 2012).

Brand training is also important in delivering brand values to employees (Almgren, 
Ek, & Goransson, 2012). Brand training is a good opportunity to build understanding 
about brand values and to align employees to its principles and brand training should 
focus on creating such programs as are defined by brand values (Kaewsurin, 2012). 

Therefore, the successful internal brand building requires the role of leader. The 
better quality of the leaders the better the internal communication and brand training. 
This pushes up the quality of internal branding. Hence, it can be hypothesized as follows:

H2: Transformational leadership influences internal branding

2.4. Electronic word of mouth
WOM communication is “oral, person-to-person communication between a 

receiver and a communicator whom the receiver perceives as non-commercial, regarding 
a brand, a product, a service or a provider” (Park, Wang, Yao, & Kang, 2011). WOM 
communication plays an important role in shaping the target-customers’ attitudes and 
behaviours towards products and firms because WOM is regarded as providing more 
reliable, trustworthy advice, and personal contacts are generally able to offer social 
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support and encouragement (Roy, Butaney, & Bhutaney, 2009). The emergence of the 
internet has transformed WOM into online WOM (Lee & Kim, 2010), or commonly 
known as electronic WOM, or simply eWOM (Park, Wang, Yao, & Kang, 2011). 
According to Filieri and McLeay (2013), the parameters for eWOM are;

Quality of information of eWOM has become an important influence on product 
evaluation since it is more believable rather than any marketers or advertisers (Lee & 
Kim, 2010). 

Information usefulness of eWOM has increased due to interpersonal influence 
across individuals. Customers with highly susceptibility to interpersonal influence are 
more likely to be affected by eWOM (Park, Wang, Yao, & Kang, 2011). eWOM has 
shown a significant influence because of its advantages in regency, abundance and 
objectivity (Lee, Lee, & Tan, 2013).

Trustworthiness refers to a set of specific beliefs dealing primarily with the 
benevolence, competence, and integrity of another party. Trust is important to help 
overcome perception of uncertainty and risk and engage “trust-related behaviour”. 
eWOM credibility is defined as the extent to which one perceives the recommendation 
as believable, true, or factual. Credibility of information from social network will make 
customer more confidence to adopt eWOM (Park, Wang, Yao, & Kang, 2011). 

Therefore, to ensure the quality of information, information usefulness, and 
trustworthiness in organizations, the role of leaders is undoubtedly vital. It is expected 
that the transformational leadership can drive the initiatives on eWOM. Hence, it can be 
hypothesized as follows:

H3: Transformational leadership influences electronic words of mouth.

2.5. Employee-based brand equity

Supported by King and Grace (2009; 2010)EBBEconcept, this research focuses on 
the foundation of EBBE, whichbehaviourand knowledge, role clarity, brand citizenship 
behavior, and brand commitment. 

Brand knowledge is the key to create brand equity, because it creates the differential 
effect that drives brand equity (Keller, 2013). 

Role clarity plays a vital role in organizational behaviour due to its being 
considered a predictor of organizational outcomes such as organizational performance, 
satisfaction, commitment, and turnover (Kwon, 2013). If important information about 
brand knowledge to achieve their performance expectations is not widely distributed, the 
employees’ role ambiguity will increase (King & Grace, 2009).

Brand citizenship behaviors are considered as the behavioral perspectives that 
measure a brand’s strength (Burmann, Zeplin, & Riley, 2009; Xiong & King, 2013), 
which refer to how employees “live the brand” through their voluntary behaviors and 
the focus of these behaviors is the extra-role behaviors that extended beyond formal role 
requirement (Xiong & King, 2013).

Brand commitment is considered as the attitudinal perspective that measures a brand’s 
strength (Burmann, Zeplin, & Riley, 2009; Xiong & King, 2013), which tends to show employee’s 
psychological attachment towards a certain brand/organization (Xiong & King, 2013).

Therefore, it may be apparent that the creation of EBBE inside organizations may 
be relatively impossible without the preliminary presence of product innovation, internal 
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branding, and electronic words of mouth. Hence, it can be hypothesized as follows:
H4: Product innovation influences employee-based brand equity,
H5: Internal branding influences employee-based brand equity,
H6: Electronic word of mouth influences employee-based brand equity.

2.6. Customer intimacy
Relationship marketing covers the entire spectrum of marketing starting from 

channels, business to business marketing, services marketing, marketing research, 
customer behaviour, marketing communications, marketing strategy, international 
marketing and direct marketing. Embraced by industries in the late 90’s and the early 
2000’s, the customer relationship management (CRM) was a managerial initiative that 
has become the integral part of the marketing world today (Shannahan & Shannahan, 
2010). CRM is considered an important way to enhance customer loyalty and firm 
performance. Customer intimacy, as a part of CRM2, has a higher impact to loyalty. In 
the face of competitive market conditions, businesses need to deliver consumer value by 
having intimate relationships with customers in order to increase their loyalty. According 
to Simonson (2003) customer intimacy has two indicators; 

Mass customization3 is about customer-centric marketing (Sheth, Sisodia, & Sharma, 
2000). Mass customization is characterized by the involvement of customers in the process 
before the transaction (Teerling & Huizingh, 2006). Mass customization is generally 
considered as a tool to build loyalty when mass market quality is no longer a sufficient 
differentiator (Bhattacharya & Bolton, 2000). A strong customer relationship is expected 
as the result from the combination of mass customization and the internet (Teerling & 
Huizingh, 2006). The core of customization is to provide customers with personalized 
product based on acceptable delivery time and price not only to win customers, but also to 
effectively achieve the goal of sales and production in market competition. 

Perceived one-to-one interaction denotes the interpersonal process which results from 
intimate behaviours and intimate experiences that create intimate interaction (Li, 2009). In 
the efforts to build customer intimacy with customers, companies must learn as much 
as possible about each customer’s behaviour, attitudes and expressed needs and use that 
to understand where and what pain points are in order to meet customers’ expectations 
and retain loyalty and trust which have become more important (Williams, Hernandez, 
Petrosky, & Page, 2010). With the growth of the internet, it is common these days to engage 
with customers in the social media. The goal of this trend is to have a constant interaction to 
gain greater favour for brand and enhance brand equity (Jakste & Kuvykaite, 2012). A close 
relationship can be built by creating emphatic responses that can be done by appear social, 
personalized interface and personalized recommendation (Li, 2009).

Therefore, when the EBBE is created, employees/staff become aware and 
understand better about the company’s brand. This is followed by a higher tendency in 
sharing with customers.  Hence, it can be hypothesized as follows:

H7: Employee-based brand equity influences customer intimacy.

2.7. Research model
The major difference between the current study and many previous studies 

concerning the chosen variables and indicators is simply the used of those variables 
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and indicators. If the previous studies tend to separate the variables and indicators, this 
current study attempts to combine the selected variables and indicators altogether into 
hotels and restaurants. Therefore, the following research model is used in this study.  

Figure 2: Research Model

3. Research method

This study follows the descriptive-causal research method to provide information 
on certain relationships, variables and indicators (Budiman, Anantadjaya, & Prasetyawati, 
2014), and to reveal the causal effect from one variable to another as a way to measure 
the influence among variables (Sekaran & Bourgie, 2013; Cooper & Schindler, 2010). 

The population is employees and customers of at least mid-scale hotels and cafes/
restaurants in the city of Jakarta and Bandung in Indonesia4. Since the nature of the selected 
variables used in this study is relatively leads into “internalities”, the sampling method 
to choose hotels and restaurants follows the non-probability purposive sampling. Prior 
acquaintances with the hotel or restaurant management teams are certainly advantageous. 
A stratified sampling method is incorporated to select the supervisory level and up of all 
divisions of the hotels and restaurants. Despite the non-probability purposive sampling 
method in choosing the hotels and restaurants, the sample size calculation is performed to 
ensure the potential generalizability of the results. With the use of PHStat4, the minimum 
sample size required is 97.

Because of the questionnaire distributions, this data will have to undergo the pre-
test and post-test for validity and reliability.  The validity boundaries follow the SPSS’ 
KMO & Bartlett’s Test with a minimum of 0.5 to be considered valid (Sarwono, 2012). 
The reliability follows the SPSS’ reliability statistics, which are based on Cronbach 
Alpha of Standard with a minimum of 0.7 to be considered reliable (Sarwono, 2012). 
The hypothesis tests rely on the use of structural equation modelling with the applicable 
parameters on the goodness of fit (Ghozali, 2004; Santoso, 2009; Schumacker & Lomax, 
2004; Wijaya, 2009).

Transformational 
Leadership

Product 
Innovation

Internal 
Branding

Electronic Words 
of Mouth

Employee-Based 
Brand Equity

Customer 
Intimacy

H1

H2

H3

H4

H5

H6

H7



19  ЕКОНОМИКА

1  ЕКОНОМИКА

 Година LX, I-III 2014, број 1
EKONOMIKA

МЕЂУНАРОДНИ ЧАСОПИС
ЗА ЕКОНОМСКУ ТЕОРИЈУ И ПРАКСУ И ДРУШТВЕНА ПИТАЊА

Часопис излази четири пута годишње
ИЗДАВАЧ: Друштво економиста “Економика” Ниш
СУИЗДАВАЧИ: Економски факултет у Приштини, Факултет за услужни бизнис - Сремска 
Каменица, Институт за економику пољопривреде - Београд, Факултет за пословне студије и право 
- Београд, Факултет за трговину и банкарство, Универзитет Алфа - Београд, Савез економиста 
Србије - Друштво економиста Ниш.

ГЛАВНИ И ОДГОВОРНИ УРЕДНИК:
Проф. др Драгољуб Симоновић

ПОМОЋНИЦИ ГЛАВНОГ И ОДГОВОРНОГ УРЕДНИКА
Мр Зоран Симоновић (економија)                                 Др Александар Ђурић (право)

УРЕДНИШТВО:

РЕДАКЦИЈСКИ КОЛЕГИЈУМ
Академик Зоран Лакић, Подгорица (Црна Гора)
Академик Љубиша Папић, Чачак (Србија)
Др Рајмунд Мирдала, Кошице (Словачка)
Др Марија Павлова, Велико Трново (Бугарска)
Др Јован Давидовић, Букурешт (Румунија)
Др Јуриј Књазев, Москва (Русија)
Др Андрес Карион Гарциа, Валенсија, (Шпанија)
Др Рената Краковска, Варшава (Пољска)
Др Алеxандру Неделеа, Сучева (Руманија)
Др Набиева У.Н., Махачкала (Русија)
Др Слободан Цветановић, Ниш (Србија)
Др Збигниев Пашек, Краков (Пољска)
Др Боривоје Прокоповић, Ниш (Србија)
Др Тадеуш Грабински, Краков (Пољска)
Др Јанко Радуловић, Подгорица (Црна Гора)

Акадeмик Станислав С. Јанецко, Кијев (Украјина) 
Др Андреј Арјамов, Москва (Русија)
Др Ливију Думитраску, Плоешти (Румунија)
Др Срећко Милачић, Косовска Митровица (Србија)
Др Милан Амброж, Ново Место (Словенија)
Др Јонел Субић, Београд (Србија)
Др Бојан Крстић, Ниш (Србија)
Др Дино Мартелато, Венеција  (Италија)
Др Иван Чарота, Минск (Белорусија) 
Др Милица Вујичић, Нови Пазар (Србија)
Др Драгутин Шипка, Бања Лука (Р. Српска)
Др Јасмине Старц, Ново Место (Словенија)
Др Марија Станкова, Благоевград, (Бугарска)
Др Андриела Витић-Цветковић, Котор (Црна Гора)

ИЗДАВАЧКИ САВЕТ
Др Бобан Стојановић, Ниш (Србија)
Др Душан Здравковић, Ниш (Србија)
Мр Бранислав Јованчић, Ниш (Србија)
Др Љубиша Митровић, Ниш (Србија)
Др Живорад Глигоријевић, Ниш (Србија)
Др Софија Лихова, Кијев (Украјина)
Др Бећир Калач, Нови Пазар (Србија)
Др Рајко Буквић, Београд (Србија)

Др Александар Грубор, Суботица (Србија)
Др Петар Веселиновић, Крагујевац (Србија)
Мр Наталиа Глаголева, Белгород (Русија)
Др Славиша Трајковић, Косовска Митровица (Србија)
Др Бранко Михаиловић, Београд (Србија)
Др Братисалав Прокоповић, Лесковац (Србија) 
Др Миријана Кнежевић, Крагујевац (Србија) 
Др Александар Костић, Косовска Митровица (Србија)

Проф. др Снежана Ђекић
Економски факултет - Ниш
Проф. др Славомир Милетић
Економски факултет - Приштина
Др Александар Андрејевић
Факултет за услужни бизнис - Сремска 
Каменица
Др Душица Карић
Универзитет Алфа - Београд

Проф. др Драго Цвијановић
Институт за економику пољопривреде - 
Београд
Проф. др Драган Момировић
Факултет за пословно индустријски 
менаџмент - Младеновац
Проф. др Живота Радосављевић
Факултет за образовање дипломираних 
правника и дипломираних економиста за 
руководеће кадрове - Нови Сад

©Друштво економиста “Економика” Ниш http://www.ekonomika.org.rs

ЕКОНОМИКА

4. Data analysis

The data is appeared to be within the acceptable boundaries of being normally 
distributed.  With the total of 125 distributed questionnaires, only 104 questionnaires are 
usable due to incomplete responses, and minimal variations in responses. This represents 
83.20% response rate. The descriptive statistics show that the data are generally within the 
acceptable parameters of normality.  This indicates that the data set can be further analysed. 
The summary of the respondents’ characteristics are as follows; approximately 58% of 
respondents are female, 69% of respondents are at least 35 years old or younger, 40% of 
respondents are residing in the suburban areas of Jakarta, 52% of respondents are holding 
at least an undergraduate degrees, 57% of respondents are at least holding the supervisory 
level positions, 81% of respondents are earning less than Rp. 10 million per annum.

In terms of the validity of the data, the following table shows 0.750 on the measure 
of sampling adequacy. This means that the data in this study is considered 75% valid.  
The reliability of the data is 0.884. This means that the data in this study is considered 
88.4% reliable for all 38 statements used in the questionnaire.

With the combination of 75% validity and 88.4% reliability, further process on 
data analysis can be performed.From the AMOS results, as shown in Figure 19: AMOS 
Output,the summaries can be drawn as follows;

1.	Transformational leadership negatively influences product innovation as much 
as 16%. Among the indicators used to approximate the transformational leadership, the 
inspirational motivation shows the strongest explanatory power of about 89%. This 
result means that to create a successful transformational leadership inside organizations, 
inspirational motivation may have to be learnt, formulated, and implemented.

2.	Transformational leadership positively influences internal branding as much as 
54%.

3.	Transformational leadership negatively influences eWOM as much as 3%.
4.	Product innovation negatively influences EBBE as much as 7%. Among the 

indicators used to approximate product innovation, the focus to short-time to market has 
the strongest explanatory power of about 80%. This result means that successful product 
innovation relies on time to market. This simply means when organizations disregard the 
importance of time to market, the results of product innovation may not matter. Ironically, 
the average-quality product innovation may excel as long as organizations introduce the 
product immediately. This result means that the highest quality of product innovation 
may actually be wasted when organizations delay the introduction of products. 

5.	Internal branding positively influences EBBE as much as 33%. Among the 
indicators used to approximate internal branding, brand training has the strongest 
explanatory power of about 74%. This result means that organizations must ensure the 
proper and regularly-scheduled brand training to have the satisfactory internal branding. 
At the very least, brand training may boost employees’ awareness toward the company’s 
brand.  The awareness may eventually lead to internal brand building.
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Figure 2: AMOS Output

eWOM positively influences EBBE as much as 4%. Among the indicators used 
to approximate eWOM, informational usefulness has the strongest explanatory power 
of about 71%. This result means that to create a successful eWOM, the management 
may have to focus on the informational usefulness. Undoubtedly, the informational 
usefulness should be carefully approximated from the public perception, and not from 
the management perspective alone. This may be easier said than done. At least, this 
conforms to the studies on the effectiveness and efficiency on the corporate portal and 
search engine (Kosasih & Anantadjaya, 2008; Perera, Anantadjaya, & Nawangwulan, 
2013).

EBBE positively influences customer intimacy as much as 16%. Among the indicators 
used to approximate EBBE, brand knowledge has the strongest explanatory power of about 
61%. This result means that the management needs to focus on improving the employees’ 
brand knowledge. With the higher employees’ brand knowledge, this result shows that 
EBBE may improve accordingly. Concerning the customer intimacy, in the same fashion, 
among the indicators used, perceived one-to-one interaction has the strongest explanatory 
power of about 87%. This result means that one-to-one interaction is vital to boost the level 
of customer intimacy. Hence, though personal interactions may push the organizational 
cost upward, it appears that the management may have to ensure such existence.

From the AMOS results, it is obvious that internal branding requires the presence 
of transformational leadership, and the creation of employee-based brand equity requires 
the presence of internal branding. Though the levels of influence are expected to be much 
higher, at least this provides a clear path for the management on what to do when they 
need to create internal branding and employee-based brand equity. It should be noted 
though since the level of influence of the transformational leadership toward internal 
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branding is a mere 54%, the formation of internal branding may be influenced by both 
transformational and transactional leaderships. Also, since the level of influence of 
internal branding toward EBBE is only 33%, the management may have to investigate 
further other influential factors on the formation of EBBE.

5. Conclusions and recommendations

With the data analysis above, the following conclusions and recommendations can 
be formulated:

1.	Transformational leadership negatively influences the processes and/or 
activities toward product innovation

Recommendations:
Based on this result, and concerning the intention toward product innovation, 

companies may need to focus on other leadership styles. As a direct opposite of the 
transformational leadership, perhaps, the transactional leadership serves as a better 
style in ensuring the proper systematic steps onto the whole processes and/or activities 
pushing-forth for product innovation initiatives.

Nonetheless, other leadership styles can certainly be considered. Future studies 
can incorporate different leadership styles, such as; authoritarian leadership, visionary 
leadership, situational leadership, charismatic leadership, transactional leadership, or 
other prominent leadership styles, to note the level of influence and/or explanatory power 
toward product innovation.

2.	Transformational leadership positively influences the level of internal branding
Recommendations:
Concerning the intention to boost the level of internal branding, companies may 

want to ensure the proper practice of the transformational leadership. Based on AMOS’ 
explanatory power, the use of transformational leadership inside companies may likely 
increase the level of internal branding by as much as 54%.

Hence, it is recommended that companies may want to initiate the soft skill-based 
managerial training on leaderships.

3.	Transformational leadership negatively influences the formation of electronic 
word-of-mouth

Recommendations:
Concerning the electronic word-of-mouth, and just like the intention toward 

product innovation, as explained above, perhaps, transformational leadership may not be 
the proper style to be incorporated inside companies.

Leaders with actual skills and knowledge on electronic/technology may be 
required to lead the team in accomplishing the success of the electronic gadgetries.

Hence, other leadership styles can certainly be considered in future studies. It is 
expected that other leadership styles may have higher explanatory power toward the 
formation of the electronic word-of-mouth, and the success stories that follows.



©Друштво економиста “Економика” Ниш http://www.ekonomika.org.rs

22  ЕКОНОМИКА

1  ЕКОНОМИКА

 Година LX, I-III 2014, број 1
EKONOMIKA

МЕЂУНАРОДНИ ЧАСОПИС
ЗА ЕКОНОМСКУ ТЕОРИЈУ И ПРАКСУ И ДРУШТВЕНА ПИТАЊА

Часопис излази четири пута годишње
ИЗДАВАЧ: Друштво економиста “Економика” Ниш
СУИЗДАВАЧИ: Економски факултет у Приштини, Факултет за услужни бизнис - Сремска 
Каменица, Институт за економику пољопривреде - Београд, Факултет за пословне студије и право 
- Београд, Факултет за трговину и банкарство, Универзитет Алфа - Београд, Савез економиста 
Србије - Друштво економиста Ниш.

ГЛАВНИ И ОДГОВОРНИ УРЕДНИК:
Проф. др Драгољуб Симоновић

ПОМОЋНИЦИ ГЛАВНОГ И ОДГОВОРНОГ УРЕДНИКА
Мр Зоран Симоновић (економија)                                 Др Александар Ђурић (право)

УРЕДНИШТВО:

РЕДАКЦИЈСКИ КОЛЕГИЈУМ
Академик Зоран Лакић, Подгорица (Црна Гора)
Академик Љубиша Папић, Чачак (Србија)
Др Рајмунд Мирдала, Кошице (Словачка)
Др Марија Павлова, Велико Трново (Бугарска)
Др Јован Давидовић, Букурешт (Румунија)
Др Јуриј Књазев, Москва (Русија)
Др Андрес Карион Гарциа, Валенсија, (Шпанија)
Др Рената Краковска, Варшава (Пољска)
Др Алеxандру Неделеа, Сучева (Руманија)
Др Набиева У.Н., Махачкала (Русија)
Др Слободан Цветановић, Ниш (Србија)
Др Збигниев Пашек, Краков (Пољска)
Др Боривоје Прокоповић, Ниш (Србија)
Др Тадеуш Грабински, Краков (Пољска)
Др Јанко Радуловић, Подгорица (Црна Гора)

Акадeмик Станислав С. Јанецко, Кијев (Украјина) 
Др Андреј Арјамов, Москва (Русија)
Др Ливију Думитраску, Плоешти (Румунија)
Др Срећко Милачић, Косовска Митровица (Србија)
Др Милан Амброж, Ново Место (Словенија)
Др Јонел Субић, Београд (Србија)
Др Бојан Крстић, Ниш (Србија)
Др Дино Мартелато, Венеција  (Италија)
Др Иван Чарота, Минск (Белорусија) 
Др Милица Вујичић, Нови Пазар (Србија)
Др Драгутин Шипка, Бања Лука (Р. Српска)
Др Јасмине Старц, Ново Место (Словенија)
Др Марија Станкова, Благоевград, (Бугарска)
Др Андриела Витић-Цветковић, Котор (Црна Гора)

ИЗДАВАЧКИ САВЕТ
Др Бобан Стојановић, Ниш (Србија)
Др Душан Здравковић, Ниш (Србија)
Мр Бранислав Јованчић, Ниш (Србија)
Др Љубиша Митровић, Ниш (Србија)
Др Живорад Глигоријевић, Ниш (Србија)
Др Софија Лихова, Кијев (Украјина)
Др Бећир Калач, Нови Пазар (Србија)
Др Рајко Буквић, Београд (Србија)

Др Александар Грубор, Суботица (Србија)
Др Петар Веселиновић, Крагујевац (Србија)
Мр Наталиа Глаголева, Белгород (Русија)
Др Славиша Трајковић, Косовска Митровица (Србија)
Др Бранко Михаиловић, Београд (Србија)
Др Братисалав Прокоповић, Лесковац (Србија) 
Др Миријана Кнежевић, Крагујевац (Србија) 
Др Александар Костић, Косовска Митровица (Србија)

Проф. др Снежана Ђекић
Економски факултет - Ниш
Проф. др Славомир Милетић
Економски факултет - Приштина
Др Александар Андрејевић
Факултет за услужни бизнис - Сремска 
Каменица
Др Душица Карић
Универзитет Алфа - Београд

Проф. др Драго Цвијановић
Институт за економику пољопривреде - 
Београд
Проф. др Драган Момировић
Факултет за пословно индустријски 
менаџмент - Младеновац
Проф. др Живота Радосављевић
Факултет за образовање дипломираних 
правника и дипломираних економиста за 
руководеће кадрове - Нови Сад

4.	The processes and activities of the company’s product innovation negatively 
influence the formation of employee-based brand equity

Recommendations:
Concerning the relatively minimal value of only 7%, though the result indicates 

that product innovation may only be indirectly influence the formation of employee-
based brand equity, however, the minimal value suggests that companies may still have 
to focus on any intentions and initiatives on product innovation.

Hence, it is suggested that companies may pledge product innovation and 
encourage employees to keep working on it. The managerial pledge and encouragement 
may likely influence the employee-based brand equity, otherwise, in due time. With a 
focus on particular tangible products, the managerial commitment and encouragements 
could be considered as the variables on future studies.

5.	The level of internal branding positively influences the formation of employee-
based brand equity

Recommendations:
Companies must understand the importance of internal branding toward the 

formation of employee-based brand equity. To do so, companies may want to focus on 
continuous brand training to all employees while strengthening the quality of internal 
communication among staff members.

Hence, for future studies, details on brand training, including other indicators of 
approximate internal branding may be considered.

6.	The formation of electronic word-of-mouth positively influences the formation 
of employee-based brand equity

Recommendations:
Concerning the electronic word-of-mouth, companies may choose to disregard 

if the companies are striving for more solid employee-based brand equity. Aside from 
a mere 4% explanatory power toward the formation of employee-based brand equity, 
it appears that word-of-mouth, particularly the electronic-based, may influence public/
consumers a lot more than employees of certain organizations.

Hence, on one hand, future studies may exclude the presence of electronic word-
of-mouth in the model to see the variation of influential level. On the other hand, future 
studies may include consumer behaviour, particularly the level of intention to buy 
companies’ products/services.

7.	The formation of employee-based brand equity positively influences the level of 
customer intimacy toward the company’s products/services

Recommendations:
With this result, it is apparent that companies need to ensure the presence of employee-

based brand equity as leverage toward increasing customer intimacy. Focusing on the perceived 
one-to-one interaction is deemed more crucial than stressing on mass customization. It is a 
clear indication that personalized approaches are more advantageous.

Hence, future studies may want to focus on personalized efforts to note the impact 
toward the level of customer intimacy.
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Endnotes:

1.	 Innovation concerns with change (Enzing, Pascucci, Janszen, & Omta, 2011). 
There are different types of innovations such as newness of products or process, 
newness of usage or a combination of both and the level of difficulty in managing 
each type of innovation will vary (White & Bruton, 2007).

2.	 CRM is a whole process where customer relations are built and maintained 
by delivering superior customer value and satisfaction (Wirtz, Chew, & 
Lovelock, 2012)

3.	 Mass customization as an attempt to reach customer intimacy cannot be 
ended in one point because if it is ended is also means that the intimacy level 
which has been trying to build will be gone too.Knowledge loop of mass 
customization shown that how important it is to the contribution of total value 
which can be divided into 5 main categories (Freund & Piotrowski, 2005): 
financial, innovation, processes, client/customers, and human/employees.

4.	 The city of Jakarta is selected due to its status as the capital city of the Republic 
of Indonesia.  The city of Bandung is selected as the “get-away” city for the 
residents of Jakarta.

5.	 Only 50% is considered as the true potential proportion to be taken as samples.  
Of those 50% true proportion, the allowable sampling error is limited to be at 
10% maximum, while maintaining the 95% confidence level.


