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RESEARCH ARTICLE 

THE ROLE OF LEAN SIX SIGMA IN BOOSTING COMPETITIVE ADVANTAGE IN 
THE GOVERNANCE OF HEALTHCARE ORGANIZATIONS: A CONCEPTUAL 
FRAMEWORK 
Suzan Al-Najjar* and Suzari Abdul Rahim     
Graduate College of Business, Universiti Sains Malaysia, Penang, Malaysia  

ABSTRACT - This study aims to present a conceptual framework that brings together reward 
and recognition, and customer focus (organizational factors), which can help organizations 
achieve a competitive advantage (CA) through applying Lean Six Sigma (LSS) in healthcare. 
A critical review of the models of reward and recognition, and customer focus, LSS, and CA 
measures was performed to create the conceptual framework. A synthesis of the existing 
literature provides the basis for the development of the conceptual framework of the LSS 
measures. The independent variables are reward and recognition, and customer focus. The 
mediator variable in this framework is LSS, and CA is employed as the dependent variable. 
The framework offers a systematic method of evaluating the determinants of LSS in 
healthcare. Accordingly, the newly developed conceptual framework identifies and describes 
the direct associations between organizational factors and CA in the healthcare (HC) sector 
and the indirect associations through LSS. This study is important for professionals working 
in HC seeking to achieve CA in hospitals. Additionally, this study is valuable to researchers 
and academics working in the LSS field as it explores the importance of LSS implementation 
in hospitals. In addition, limited studies have been conducted to explore the status of LSS 
implementation in HC and this study is expected to provide theoretical contributions to the 
LSS approach in healthcare. 
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INTRODUCTION 
The healthcare (HC) sector is the world’s largest and fastest-growing industry, as the number of competitors is rapidly 

increasing. As a result, it has become more challenging to control service cost, quality, productivity, and patient 
satisfaction among emerging sector (Hundal et al., 2021). Likewise, the HC industry is hoping to improve medical 
services, which poses a significant barrier to enjoying medical tourism’s competitive advantage as a prominent force 
among emerging markets and developing countries (Bhat et al., 2019). Furthermore, the HC sector faces a number of 
challenges, as patients demand excellent-quality services at affordable prices. These challenges include long waiting 
times, low productivity, inefficiency, demoralized staff, and low patient satisfaction (Noronha et al., 2021), inflation and 
intense competition, patients demanding superior medical care at an affordable price, patient safety, and medication error 
costs. Any error is likely to significantly affect the patient’s quality of life (Limpanyalert, 2018). To overcome these 
challenges, HC organizations should improve the quality of patient care, patient safety and service quality while reducing 
operational and financial costs. Thus, improving the quality of medical care services has become a primary concern for 
patients and care givers (Bhat et al., 2020). To provide quality service to patients, quality-improvements tools have 
become increasingly essential in hospitals for the purpose of satisfying, motivating, and retaining patients. Consequently, 
HC providers who fail to acknowledge the importance of delivering service of a high quality and enhancing patient 
satisfaction might lose their patients, which is a critical challenge to which all HC organizations are exposed (Bhat et al., 
2020). This situation forces HC managers to work in a context of competitive pressure, to improve their operations and 
deliver high-quality HC services at the lowest costs and with the most effective usage of resources. Hence, HC 
organizations worldwide uniformly employ quality-improvement tools to enhance HC quality performance and achieve 
a competitive advantage (CA) (Gonzalez-Aleu and Van Aken, 2017; Siagian et al., 2021). However, HC professionals 
must participate efficiently and effectively when quality-improvement methods are introduced into their regular work 
activities and focus more on learning new ways to provide services at lower costs and to higher standards, to satisfy 
patients’ needs (Dobrzykowski et al., 2016; Chang et al., 2020). Today, LSS is one of the most popular and effective 
business strategies for enabling continuous improvement in a number of industries (services and manufacturing) to 
enhance performance, operational excellence, achieve the desired quality goals, and establish a sustainable CA (Antony 
et al., 2019). Firstly, to achieve the above-mentioned goals, HC organizations should reduce medication errors to zero, as 
any error would immensely affect patients’ quality of life and adopting cross-industry practices such as LSS has been 
observed to be an effective business strategy to reduce the errors and wastages in the system, and to enhance its value. In 
the HC sector, LSS has been applied to improve the care services provided to patients and enhance patients’ satisfaction 
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through quality performance and services (Bhat et al., 2020). Recently, most quality practitioners have recognized the 
importance of applying LSS in the HC industry. In particular, LSS can help ensure the success of HC organizations by 
improving a number of crucial areas, such as patient waiting time and delivery of medical test reports, in addition to 
eliminating superfluous medical costs (Antony et al., 2019). Moreover, the LSS methodology helps HC organizations 
create a culture of CI in HC, to guarantee rigorous results in a felicitous manner (Wang et al., 2019; Antony et al., 2019). 
Ultimately, HC organizations hope to create a sustainable CA by seeking opportunities to implement new quality 
approaches such as LSS because of its effective role in improving quality performance and achieving competitive 
advantage. However, while there have been some attempts to improve the understanding of such variables in previous 
studies, these studies have the limitation that LSS was not explicitly defined. Consequently, there is a need to conduct 
further studies to build upon the existing knowledge of the relationship between LSS and competitive advantage. 

The main objective of the current paper is to create a conceptual framework for the implementation of LSS 
encompassing organizational factors and competitive advantage. In contrast to other research on the same topic, the 
current approach hopes to identify “what” dimensions of LSS practices exist in the HC sector by consulting previous 
studies of the dimensions of LSS practices in HC. In addition, the current study aims to identify the possible advantages 
of this interaction, which could justify “why” LSS should be applied in HC, to verify what results can be generated from 
the implementation of LSS in HC. For the purposes of answering the above-mentioned questions and achieve the research 
objectives, the current study is as follows.  

LITERATURE REVIEW 
The HC sector began to progressively apply the LSS approach more than 20 years ago to achieve many purposes, such 

as a reduction in medical errors, improvement in the quality of patient care, and improvement in the levels of safety for 
patients and care givers. These lead to enhanced quality performance, operational excellence, and help achieve a 
sustainable CA (Alblooshi et al., 2020; Antony et al., 2012). Furthermore, LSS helps to minimize variation, reduce waste, 
eliminate unnecessary processes, and reduce waiting times between value-added activities to enhance quality which helps, 
accordingly, hospitals to gain a sustainable CA (Ahmed, 2019). Furthermore, focusing on satisfying patients’ needs has 
been an essential motivator for the implementation of various quality initiatives, such as LSS, throughout the HC industry 
(Zakuan, 2009; Sim et al., 2022). This has led organizations to focus more on the opinions of their patients, fulfill patients’ 
needs and expectations (Citybabu & Yamini, 2022; Sodikoglu & Zehir, 2010), and predict patients’ demands (Shah & 
Ward, 2007). Besides focusing on patients, a reward system is a motivational tool to enhance employee engagement and 
recognize employee efforts related to LSS implementation, making it more efficient and effective. Anthony and Banuelas 
(2002) mentioned that linking LSS to employees is vital for LSS, in that promotion and compensation should be connected 
to LSS commitment and its successful implementation.  

Theoretical Perspective of the Study 

Contingency theory offers a theoretical lens through which to explain how an organization can customize quality 
practices and, subsequently, present performance variation (Zhang et al., 2000). Likewise, empirical literature analyzing 
internal determinants of competitive advantage tends to be oriented toward the resource-based view (RBV) approach and 
maintains that a hospital’s competitive advantage is determined by corporate administration. On the other hand, 
organizational factors (rewards system and patient focus) are justified by contingency theory, which states that companies 
should be aware of both external and internal environmental factors in order to develop and prosper (Beleska-Spasova, 
2014). Furthermore, Ferdousi et al. (2019) recently confirmed that RBV theory and contingency theory effectively explain 
the association between CA and organizational factors. Consequently, building upon previous discussions, this study will 
contribute theoretical and empirical insights into the available literature by creating an integral model that builds upon 
contingency theory and the RBV of hospitals. The theoretical framework incudes two organizational factors—reward and 
recognition, and patient focus—to determine their effect on CA directly and indirectly through LSS. This analysis focuses 
on the importance of studying these factors’ mediating effects, during attempts to prosper and compete in a competitive 
market, within the context of the literature on HC.  

LSS in HC services 

The current study defines the LSS approach through key six determinants: Six Sigma, Lean system, Continuous 
quality improvements, Value-added activities, Teamwork, and Patient safety (Zu et al., 2008; Shah & Ward, 2007; 
Kaltenbrunner et al., 2017; D’Andreamatteo et al., 2015; Malmbrandt & Åhlström, 2013; Ahmed et al., 2018). 

Six Sigma  

Desai et al. (2015) defined SS as a “methodology having a statistical base focusing on removing all causes of variations 
or defects in the product or core business processes”. Furthermore, Yadav et al. (2020) added that SS is a methodology 
which is particularly focused on the bottom line and process improvement projects. The SS methodology includes 
numerous strong statistical tools, in addition to analytical techniques, to determine the effectiveness of the quality-
improvement process in HC organizations, such as failure mode and effect analysis, the Kano model (according to its 
founder professor, Noriaki Kano), critical-to-quality metrics, process Sigma measurements, defect measures, and old 
quality measures such as process capability, statistical processes, control charts, check sheets, histograms, Pareto charts, 
and root cause–effect. Moreover, SS includes effective approaches for process improvement such as DMAIC (Design-
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Measure-Analyze-Develop-Control) and DMADV (Design-Measure-Analyse-Develop-Verify), which are applicable to 
different management instruments and techniques, in addition to the Design for Six Sigma (DFSS) approach, which 
primarily focuses on continuously improving projects in HC organizations (Zu et al., 2008).  

Lean System 

The lean system has its roots in the Toyota Production System, which was later characterized as “lean” as it requires 
fewer resources to produce numerous products with the least waste possible. The lean approach focuses on identifying 
value from the consumer’s perspective by excluding, from processes, activities that do not serve consumers’ demands 
(Womack & Jones, 2003). Thereafter, deploying lean tools became favored by HC leaders due to their potential to 
combine cost reductions with patients’ HC requirements and meet these requirements through reducing costs and prices, 
increasing the effectiveness and efficiency of the delivery of medical services, and identifying waste areas to eliminate 
any step that does not provide value to patients (Ahmed et al., 2018). Furthermore, lean initiatives improve HC in various 
ways by applying different tools and initiatives such as the 5S practices: sort, set, shine, standardize, and sustain (Yusaf 
et al., 2013). These practices are essential to organizing spaces so work can be performed efficiently, effectively, and 
safely. In the same vein, the Kaizen method is a lean initiative which refers to all types of activities that continuously 
improve all functions and processes and involve all kinds of employees, from top management to non-managerial levels, 
to work together proactively to achieve regular and incremental improvements in processes. Poka-Yoke is another lean 
initiative which is focused on mistake-proofing, by designing a method or mechanism in a process to perform error 
detection, to achieve zero defects through avoiding (Yoke) mistakes (Poka) (Ahmed et al., 2018). Similarly, Just In Time 
(JIT) is a prominent and effective tool in the HC industry due to its effectiveness at eliminating waste and reducing the 
waiting time in processes, in addition to improving employee motivation, which impacts the service quality in HC 
organizations (Cerfolio & Ferrari, 2019). In addition to previous discussions, value stream mapping (VSM) is a simple 
activity which maps all the product- and service-related steps involved in a company’s processes. The process might 
include Finance and Accounting, Human Resources, Customer Service and Production. The core idea is to map the flow 
of material starting from acquiring raw material from suppliers to providing finished goods to customers. Finally, process 
mapping can also help caregivers eliminate irrelevant elements in processes by adapting numerous tools, such as flow 
charts and process maps, in order to further examine quality-improvement processes in healthcare (Williams et al., 2017). 

Patient Safety 

Simsekler et al. (2018) described patient safety as a climacteric matter in HC, which forces HC systems to prioritize 
building systems to provide high-quality services. Indeed, patient safety is critical in HC as it severely impacts patients’ 
lives. However, according to Kurutkan et al. (2015), system-related medical errors cost HC organizations significantly in 
terms of human and financial costs. Furthermore, Simsekler et al. (2019) added that HC organizations should also focus 
on preventing the occurrence of medical mistakes, learning from previous errors, and consequently building a strong 
culture of safety which serves HC providers and patients. Hence, enhancing patient safety requires the adoption of proper 
quality-improvement tools. However, HC processes should be adequately designed and defined and contribute to lower 
waiting times without patient delays (Gurses & Carayon, 2007). Thus, it is crucial, in HC, to employ proper quality-
improvement tools which help HC providers and managers prevent adverse events by reducing errors. According to El-
Jardali et al. (2014), it is essential that HC organizations incorporate patient safety into their corporate culture, thus 
proactively enhancing awareness of patient safety through focusing on the need to reduce medication errors. Indeed, the 
LSS approach has been applied in HC to reduce medical mistakes, improve the quality of services provided to patients, 
and improve patient safety (Ahmed et al., 2018). 

Continuous Quality Improvement (CQI) 

CQI is an ongoing effort, a systematic and formal approach, to enhancing all elements of an organization—whether 
related to processes, tools, products, or services—and to evaluate and improve performance. However, the most important 
point is that these improvements should be frequent, consistent, and continuous, whether they are big or small. CQI is the 
process of collecting data about a particular practice or service to benchmark performance, track and validate indicators 
that affect outcomes, and recognize problems in processes and management. Therefore, as mentioned by Sollecito and 
Johnson (2011), CQI is a process improvement approach which adopts an overall-systems perspective, which considers 
an organization’s strategic objectives and contributes to a culture of quality. The most widely used tool for such 
improvement is Plan–Do–Check–Act (PDCA) (also known as the Deming cycle), which establishes four steps to solve 
problems related to business process improvements. PDCA is a cycle used by firms engaged in continuous improvement 
to train their employees in problem-solving.  

Value-added Activities (VAA) 

The core target of LSS is to evaluate decisions regarding future with the aim of creating more value for individuals 
and societies, which is what all organizational levels are striving for (Alblooshi et al., 2020). From an HC perspective, 
VAA can be defined as all actions taken to increase the benefits of a patient’s service. Moreover, Womack and Jones 
(2003) defined VAA in service organizations as how service providers deliver the exact needed and customized product 
or service in the least time, from when the customers demand the product to the delivery time. In addition, this product 
should be provided at an affordable price by reducing all types of waste. Waste can be defined as any activities that do 
not add any value to the services or goods from the customers’ or patients’ perspective. Indeed, waste might include 
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product defects, unnecessary logistics, or waiting time. Furthermore, service providers should focus on patients by clearly 
defining their needs, eliminating costs, enhancing the efficiency of the delivery of medical services, and identifying waste 
areas to eliminate anything that does not add value for patients (Hagan, 2011). Therefore, as mentioned by Joosten et al. 
(2009), the time required to deliver a service can be categorized as either VA time or non-VA time. VA time focuses on 
reducing the patient waiting time for services and how providers can manage time appropriately throughout the delivery 
process. In contrast, non-VA time is a type of waste, which negatively impacts customer satisfaction, retention, 
engagement, and loyalty. 

Teamwork  

Teamwork concerns collaboration between a group of people who share complementary skills and aim to achieve 
specific objectives in an effective and efficient way (Tjosvold & Tjosvold, 2015). From a quality perspective, developing 
teamwork in HC ensures high quality and safety. Moreover, Leong and Teh (2012) identified many features of effective 
teamwork, such as increasing value, trust, and respect among members, in order to solve organizational issues. According 
to Daft (1998), establishing proper and effective teamwork can solve problems of quality. El-Jardali et al. (2014) 
concluded that in order to develop effective teamwork in an HC organization, cooperation between the departments of 
hospitals is requiredmto deliver care services to patients. The successful implementation of LSS projects requires many 
factors, such as collaboration and cooperation between departments, specific expertise, creating new and creative 
solutions, and developing innovative ideas. Everyone benefits from the success of LSS projects and, therefore, all team 
members should be involved and collaborate. LSS requires an organizational culture that supports teamwork, flexibility, 
and risk-taking, which are the exact requirements for innovation. Ultimately, Linderman et al. (2006) concluded that if 
teams follow the Define–Measure–Analyze–Improve–Control (DMAIC) approach and are committed to performing each 
step, challenging objectives can be achieved. Hence, the performance of the project can be improved.  

Competitive Advantages (CA) 

CA has been defined by many scholars from a variety of perspectives. For example, Barney (1991) described CA as 
a reflection of an organization’s unique resources which differentiate it from its competitors. Later, Freiling et al. (2008) 
mentioned that organizations with valuable, rare, superior, and complementary resources and capabilities may use these 
to distinguish themselves from their competitors and, accordingly, achieve CA. Moreover, Sila (2007) added that the 
successful implementation of TQM enhances the quality of a product, eliminates different types of costs, contributes to 
the timely delivery of products, and eliminates time wasting, therefore, helping in the gaining of CA. Moreover, Kaur et 
al. (2019) described CA as playing a pivotal role in enhancing an organization’s reputation in competitive markets, making 
it unique and more successful at accumulating new resources by utilizing available resources. More recently, Ariga et al. 
(2022) emphasized that a CA is the difference between an organization and its competitors which adds value to customers. 
An organization’s own unique value distinguishes it from other companies in the same sector. These values include a 
lower cost structure or highly specialized expertise.  

In addition to the above definitions of CA, many scholars have evaluated the relationship between quality management 
and competitive advantage. For example, organizations seek to gain CA to achieve long-term success based on the 
differences between competitors in quality strategy, costs, flexibility, and innovation (Anning-Dorson, 2018; Knight et 
al., 2020). Furthermore, Flynn et al. (1994) highlighted that quality management is difficult to imitate as quality-
management activities continuously enhance the performance of organizations. However, previous studies concluded that 
quality management can be a source of CA within the context of the resource-based view (RBV) of organizations (Yunis 
et al., 2013). RBV theory addresses the proper usage of organizational resources to achieve sustainable CA (Lestari et al., 
2020). Of equal importance, according to Cho and Linderman (2020), within the context of RBV, innovation can help 
achieve CA through appropriate investment in human, technical, and financial resources, thus enabling organizations to 
develop creative ideas and turn them into tangible innovations. Furthermore, RBV focuses on the role of quality 
management which combines complementary management practices related to enhancing the performance of a business 
through enhancing revenue, reputation, productivity, and, consequently, CA (Deming, 1982). Likewise, service firms, in 
general, and HC organizations, in particular, are very much concerned with gaining a sustainable CA, as the HC industry 
has shifted away from its traditional business models. Indeed, increasing competition has made HC organizations more 
market-oriented and helped them to face the radical redesign of their processes and strategies to achieve favorable 
economic results. To be specific, HC organizations are facing increasing pressure to enhance patient care with the least 
usage of resources and ensure the maximum utilization of resources in an effective and efficient way (Wang et al., 2019). 
Moreover, Bharadwaj et al. (1993) created a contingency model of sustainable CA for service organizations, which leads 
to improved performance and patient satisfaction, in which the core sources of CA are illustrated along with barriers to 
the imitation of service-companies’ characteristics. In addition, Sekhon and Kennington (2001) concluded that sustainable 
CA in HC organizations must be derived from superior service quality. Thus, there are five essential factors required to 
garner the sustainable CA of HC organizations, based on Epetimehin (2011): “creativity and innovation in pricing, 
promotion, distribution, and technological innovation”.  

Conceptual Framework and Research Hypotheses  

Based on the literature review, the current study proposes a theoretical framework to be tested empirically. The 
proposed framework is extracted from the available literature addressing the hospital context. The current study 
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contributes to the existing literature in extending the knowledge of HC circumstances. The research framework of the 
present study is based on the RBV and contingency theory. The RBV posits that a company’s performance depends on 
the optimal acquisition and proper utilization of a company’s unique resources (Barney, 2001). Moreover, the RBV states 
that such resources enable organizations to practice specific behaviour that could lead to enhancing their performance 
quality. Runyan et al. (2007) mentioned that the medical staff who implement business strategies using their valuable 
resources constitute the foundation of CA. Figure 1 depicts a model which focuses on two independent variables (reward 
and recognition, and customer focus), one mediator variable (LSS), and includes the dependent variable competitive 
advantage. Hence, the current research developed a conceptual framework and hypotheses based on previous studies (Zu 
et al., 2008; Kaltenbrunner et al., 2017; D’Andreamatteo et al., 2015; Ferdousi et al., 2019; Ahmed et al., 2018). Figure 
1 depicts the conceptual framework of the study, which includes seven hypotheses. These hypotheses, and the 
relationships between the research variables, will be examined in the subsequent sections of this paper. 

 
Figure 1. Sample conceptual framework 

Based on the framework, the present study develops five hypotheses to measure five direct relationships. The first two 
hypotheses measure the direct relationship between reward and recognition with LSS (H1), and reward and recognition 
with CA (H2). The third hypothesis measures the direct relationship between patient focus and LSS (H3), the fourth 
hypothesis measures the direct relationship between patient focus and CA (H4), and the fifth hypothesis concerns the 
direct association between LSS and CA. Moreover, the present study also includes two indirect hypotheses to measure 
the indirect relationships between variables. The hypotheses measure the indirect relationship between reward and 
recognition (H6) withe patient focus (H7), and CA through LSS. The following subsections describe the associations 
between the variables utilized by this study. 

The Relationships Between Customer Focus and Reward and Recognition with LSS 

Customer Focus  

Building close and strong relationships with consumers is crucial to identifying customer requirements and obtaining 
feedback which can be utilized to enhance the quality of products and services. In the early 2000s, Zhang et al. (2000) 
concluded that companies should focus on customers because of their effectiveness in applying any quality-improvement 
tools such as LSS. Furthermore, Rahman and Bullock (2005) added that CF improves quality, delivery, performance, and 
productivity. Moreover, Khan (2003) found a significant relation between CF and product quality improvements through 
eliminating both internal and external failure costs. Likewise, Arumugam et al. (2008) revealed the significant relationship 
between CF and quality-improvement tools. Moreover, CF is one of the critical factors that impacts the effectiveness of 
LSS application, which is a customer-oriented approach that affects all organizational levels to achieve customer 
satisfaction (Anthony & Banuelas, 2002). Thus, previous studies suggest a significant relationship between CF and LSS. 
Indeed, Anthony and Banuelas (2002) included relating LSS with consumers as a significant factor identified from 
previous studies. Bhat and Sharma (2021) included customer focus as one of the three key areas that are critical to the 
success of LSS. Schwartz (2008) offered an example of the implementation of LSS by focusing on fulfilling consumer 
needs to improve units companywide. Moreover, Desai et al. (2015) conducted a study in Indian industries and rated 
“linking LSS to customers” as the second most crucial factor for success. Habidin and Yusof (2013) mentioned that LSS 
should be linked to patients to identify their needs and wants, and implement projects that can enhance their satisfaction. 
This study is interested in the HC industry because the quality of provided care services and the daily interactions between 
both medical and non-medical staff and patients determine whether patients live or die. Hence, HC organizations must 
satisfy patients’ needs and exceed their expectations. Finally, as mentioned by Chakrabarty and Tan (2007), CF is among 
the most effective factors for guaranteeing the success of LSS programs by helping HC companies to develop and build 
long-term relationships that meet patient needs. Therefore, the first hypothesis is: 
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H1: CF has a significant influence on LSS 

Reward and Recognition 

According to Zhang et al. (2000), quality-improvement initiatives should be linked with reward systems to help 
improve quality. A rewards and recognition system enable leaders to be aware of the quality-improvement efforts of 
employees and provide rewards accordingly. Thus, in line with Brown and Lam (2008), who maintain that a benefits 
system that is aligned to quality and customer satisfaction facilitates organizational quality initiatives, developing a 
rewards system may facilitate the application of quality-improvement tools. Specifically, a rewards system should be 
connected to quality performance because of its effective role in motivating and enhancing employee commitment to 
quality-improvement tools (Das et al., 2000). Additionally, there is a strong association between quality-improvement 
tools’ implementation and the provision of financial incentives such as upgrading insurance, increment increase, special 
increment increases, bonuses, promotions, and non-financial incentives such as employee appreciation (Zhang et al., 
2000). In particular, to improve the performance and morale of employees in healthcare, a rewards system is a vital 
motivational tool. Moreover, for Jeyaraman and Teo (2010), an effective rewards system is one of the major factors that 
can affect the successful implementation of an LSS program, as it motivates and encourages the involvement of employees 
in cultivating an LSS culture. This rewards system should be aligned with LSS targets and objectives (Hendricks & 
Kelbaugh, 1998). Indeed, Vaishnavi and Suresh (2020) mentioned that having a good rewards system helps employees 
to adapt to LSS and assimilate it into the working environment and determines the nature of improvements undertaken. 
Moreover, to increase the commitment to LSS implementation, companies should celebrate the successes of LSS in 
addition to having an appropriate rewarding system to incentivize employees who successfully implemented LSS 
objectives. Likewise, Vaishnavi and Suresh (2020) mentioned that training and development opportunities, succession 
planning, fair promotions, and financial and non-financial incentives are examples of reward systems in healthcare which 
can impact the success of LSS. Hence, a satisfactory reward system connected to an appropriate evaluation system is 
crucial to evaluating the progress of LSS implementation. Therefore, companies should provide employees with fair 
incentives connected to their efforts towards LSS and, thus, appropriate communication across the HC units is required 
to achieve better performance (Shah & Ward, 2007). However, only a few studies have been conducted in HC 
organizations. Therefore, the second hypothesis is: 

H2: Reward and recognition has a positive influence on LSS 

The Relationships between Customer Focus with Reward and Recognition, and Competitive advantage 

Customer Focus (CF) 

Customers are the key concern of any business; thus, companies should effectively respond to changes in customers’ 
needs and requirements to keep customers satisfied (Yusuf et al., 2007). Moreover, Al-Gasawneh et al. (2022) mentioned 
that CF is particularly important because of its effective role in enhancing brand image, loyalty, and reputation, which 
may result in increasing sales and profit margins compared with rivals, which can be a source of CA. Consequently, CF 
is a precious capability which is hard to imitate, and leads to a fast response to changing consumer demand and changes 
in quality standards. This, in turn, may lead to total productivity in addition to an increase in net income (Bhatt & Emdad, 
2010). Indeed, many marketing scholars suggest a significant relationship among CF and CA. For instance, Gunawan 
(2022) concluded that CF has a strong relationship with overall quality results. Similarly, Douglas and Judge (2001) 
argued that CF is positively related to perceived organizational performance compared with rivals. In addition, Bhatt and 
Emdad (2010) showed that there is a significant effect of CF on CA in US manufacturing and service companies. Finally, 
the main reason for the existence of any organization is produce products and provide services which can fulfil customers’ 
needs, which leads to satisfied, retained, and loyal customers, resulting in a competitive advantage. Therefore, the current 
study hypothesizes that:  

H3: CF has a positive influence on CA 

Reward and Recognition 

According to HR scholars, reward and recognition is crucial in HR strategies as it can motivate employees to develop 
their abilities, efforts, and performance. A reward system is a form of payment provided to staff for their employees’ 
performance (Madhani, 2022; Silaban & Syah, 2018). Organizations should make significant efforts to satisfy their 
employees by implementing practices such as meeting their financial and non-financial targets and creating a positive 
working environment. Furthermore, hiring and retaining qualified employees who have required skills is a key to success 
in today's competitive markets. Moreover, employees are considered, nowadays, the most important asset in organizations 
as they are responsible for achieving organizational goals if utilized appropriately. Consequently, employees are a 
precious, rare, inimitable, non-substitutable resource, thus, a source of CA. Furthermore, Aswathappa (2013) mentioned 
that reward systems may affect staff living standards and productivity, which results in satisfied employees. Moreover, 
to improve the performance of employees, organizations should relate objectives with rewards and coaching to 
performance and aspects of career growth, ultimately creating an integrated process which combines performance 
management with appraisal. However, organizations nowadays aim to hire the most qualified candidates and getting the 
best out of staff equals to the performance of employees that is interpreted to organizational performance, thus gaining 
CA. Furthermore, according to Peters (1992), a dynamic and changeable competitive environment requires companies to 



Al-Najjar and Rahim │ Journal of Governance and Integrity │ Vol. 7, Issue 1 (2024) 
 

journal.ump.edu.my/jgi  630 

assess and implement services, quality standards, and innovation. A number of empirical studies have been conducted to 
investigate the effect of reward systems on CA. For example, Handel (2008) agreed that a direct compensation system 
such as cash commissions, insurance, bonuses, and stock options enhance employee motivation, which leads to satisfied 
employees. Four years later, Frye (2012) added that a proper rewards system can attract and retain talented employees, 
which leads to properly achieving organizational goals and gaining a CA. Similarly, Okpara (2004) stated that employee 
satisfaction is crucial in all parts of organizations, and that they should accommodate promotion, benefit system, 
supervisors and supervisee support, and evaluation systems. Based on previous discussions, human-resources benefits 
systems in organizations may enhance the satisfaction, loyalty, engagement, and retention of employees, therefore leading 
to enhanced organizational performance. Thus, the successful alignment of HR strategies such as reward and recognition 
may result in an organization’s success. In short, satisfied employees may help organizations to gain a CA, as the better 
the performance of an organization, the more likely it is that a company will achieve a sustainable CA. Therefore, the 
current study hypothesizes the following: 

H4: Reward and recognition has a positive effective on CA. 

The Relationship between LSS and Competitive advantage  

Currently, all hospitals are competing fiercely to meet quality standards, enhance patient satisfaction and enhance 
patient retention. Therefore, there is an essential need to introduce new continuous-improvement approaches such as LSS 
in hospitals. The LSS approach enables caregivers to contribute to a CA by meeting patients’ requirements with enhanced 
effectiveness and efficiency (Sony, 2020). Applying LSS in service organizations leads to efficient and effective processes 
through both the efforts of employees and utilization of resources to enhance quality performance, leading to the 
competitive positioning of the HC organization (Laureani & Antony, 2017). Furthermore, by applying LSS in HC 
organizations, pursuant activities will be coordinated across all divisions to create value for patients and achieve a 
sustainable CA. Therefore, to achieve a sustainable CA which is hard to imitate, there is a need for an LSS framework to 
coordinate and synchronize these activities in a strategic manner (Hitt et al., 2016). Thus, imitation by rivals will be 
difficult. Additionally, effective implementation of the LSS approach links organizational strategy with organizational 
resources and capabilities, which consequently results in achieving a sustainable CA. Indeed, many scholars have 
examined the association between LSS and CA and concluded that LSS is a business strategy that reduces waste and 
minimizes the variation in operational resources and capabilities, which improves quality performance, enhances service 
quality, and improves patient satisfaction. These, in turn, help organizations acquire the best strategic resources and then 
optimally use these resources to create CA accordingly (Madhani, 2020). Hence, based on previous discussions, it is 
believed that the LSS approach has a significant effect on HC competitive advantage. Therefore, the current study 
hypothesizes the following:  

H5: LSS has a positive influence on CA.  

The Role of LSS as a Mediator in the Relationships between Reward & Recognition and Customer Focus, and 
Competitive Advantage  

Previous studies have investigated the direct relation between reward systems and patient focus, with CA. Hence, this 
study aims to contribute to the literature in this area by investigating the role of LSS in this relationship. The mediation 
relationship between LSS and CA was first established by Hamilton and Chervany (1981) and recently confirmed in a 
study conducted by Ferdousi et al. (2019), in which it was concluded that the association between organizational factors 
and CA is indirect through improvements in the administrative processes. Thus, a proper quality procedure is needed to 
improve the efficiency and effectiveness of organizational operations and quality performance, specifically LSS. LSS is 
one of the operational-excellence methodologies being applied in the healthcare sector to enhance healthcare quality 
performance, productivity, profitability, growth, patient safety, and timely service to patients, implement cost reductions, 
and achieve CA, accordingly, within budgetary constraints (Bhat et al., 2020; Antony et al., 2018; Ahmed et al., 2018; 
Gijo et al., 2014). In contrast, McDermott et al. (2022) mentioned that a lack of structured quality improvement and clear 
strategies have prevented healthcare organizations from taking advantage of opportunities and even created additional 
challenges. One of these challenges is achieving CA, as healthcare organizations nowadays are aiming to develop a 
sustainable competitive advantage (Bhat & Sharma, 2021). Thus, healthcare leaders and quality practitioners believe that 
reinforcing the healthcare system and continuously improving the existing quality practices constitute the best solution to 
addressing the current opportunities and widespread challenges, such as gaining a sustainable competitive advantage 
(Hundal et al., 2021; Tortorella et al., 2022; Ferdousi et. al, 2019).  

Moreover, Bhat et al. (2022) mentioned that there are two fundamental strategies required for the effective deployment 
of LSS in healthcare organizations, namely reward systems and patient focus. The success of healthcare organizations 
depends upon satisfying employees and customers to achieve a sustainable CA. Companies should focus on employee 
performance, dedication, perception, and commitment to achieving the organizational goals. Recently, most quality 
practitioners have recognized the importance of applying LSS in the HC industry for its role in ensuring the success of 
HC organizations and achieving a competitive advantage. Thus, organizations should make substantial efforts to motivate 
employees to apply LSS tools through various strategies such as meeting employees’ financial and non-financial 
requirements, creating a positive working environment to increase awareness of LSS, creating a fair compensation system, 
and encouraging employees to be involved in the LSS culture, thereby achieving a sustainable CA. On the other hand, 
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CF is a unique capacity, which is hard to imitate, which leads fast responses to changing consumer demand and quality 
standards (Bhatt & Emdad, 2010). CF is one of the most critical factors to enhancing the effectiveness of LSS 
implementation as it is a customer-oriented approach which affects all organizational levels from top to bottom to achieve 
customer satisfaction (Laureani & Anthony, 2012; Rahman & Bullock, 2005). Indeed, to achieve customer satisfaction, 
LSS should be linked directly and continuously with patients to identify their needs and wants and then implement projects 
that meet and exceed their expectations. This will enhance consumer satisfaction, loyalty, and brand image, and improve 
corporate reputation, which may result in increasing sales and an improved profit margin compared with rivals. Proper 
alignment between CF and the LSS approach enables caregivers to develop CA by meeting patients’ requirements with 
enhanced effectiveness and efficiency (Sony, 2020). Thus, applying LSS in service organizations leads to efficient and 
effective processes through combining the efforts of employees and resources with CF, which enhances quality 
performance, leading to the competitive positioning of the HC organization (Laureani & Antony, 2017).  

Eventually, an effective implementation of the LSS approach will link organizational strategy and organizational 
resources and capabilities, which will ultimately result in achieving a sustainable competitive advantage. Finally, LSS is 
a business strategy and methodology which improves quality performance, enhances service quality, and improves patient 
satisfaction by reducing waste and minimizing the variation in operational resources and capabilities, which help 
organizations in two ways, by acquiring the best strategic resources then optimally exploiting these resources to create 
competitive advantage. Given the hypothesized influence of organizational factors on LSS and LSS on CA, the purpose 
of this study is to investigate whether there is an indirect relationship between organizational factors and CA through 
LSS. Thus, the current study considers whether those specific organizational factors can facilitate organizations’ LSS 
implementation. Hence, applying LSS properly will, subsequently, lead to enhanced CA. Therefore, the study aims to 
extend the quality-management literature by examining the mediating role of LSS in the relationship between two 
organizational factors (reward systems and customer focus) and CA. Likewise, these arguments are in-line with the 
theoretical perspective of contingency theory and RBV, which argue that competitive advantage requires alignment 
between LSS application and organizational factors. Thus, this study examines the following hypothesis, which maintains 
that LSS will mediate the relation between reward systems and CF, with CA:  

H6: LSS mediates the association between reward and recognition, with CA 

H7: LSS mediates the association between CF and CA 

The current research adopted a qualitative research approach to highlight the effectiveness of the quality dimensions, 
in general, from the literature focusing on LSS, CA, and organizational factors. This paper further extends the 
implementation of LSS into the HC setting, with an understanding that a proper reward system and strong patient focus 
can affect the implementation of LSS in HC and, accordingly, achieving CA. The published literature on LSS was used 
as a source for devising a conceptual framework for LSS implementation in HC. Then, a detailed description of CA in 
HC is provided to establish its main contributing factors. Finally, a conceptual model was developed to explain the 
relationships between the collected information. The current study develops a model which focuses on two independent 
variables (reward system and customer focus), with LSS as a mediator, and CA, which is included as an independent 
variable in the HC sector to address the research objectives. 

CONCLUSION 
The results will provide a gateway to the study of the relationship between specific organizational factors, LSS and 

CA in the HC industry. However, in order to proceed with the practical research, additional knowledge should be compiled 
by exploring a wider range of literature. Ultimately, this conceptual paper aimed to contribute to the available literature 
as a reference for researchers, as well as to significantly impact caregivers in hospitals upon full completion of the 
research. As there is no unified structure in the literature on applying LSS in the HC sector, this paper aims to add novelty 
for both academicians and healthcare practitioners. In addition, it is suggested that during the application of LSS, those 
in the healthcare sector should focus on the healthcare-service processes or systems and administrative processes of 
hospitals. Empowering and involving patients in LSS implementation is a highlight of the proposed framework. Finally, 
this paper suggested that the integration of HC strategies and the LSS strategy can be an important and effective success 
factor in achieving sustainable CA. 
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