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Abstract

This study applied the CIPP model to examine how economic, non-economic, and
developmental incentives influence employee performance in SMEs in China’s cultural
and creative industries. A survey of 470 employees was analyzed using SEM with CFA
validation. Results showed that economic and developmental incentives significantly
improved perceptions of incentive implementation, whereas non-economic incentives had
weaker effects. Perceived implementation mediated the relationship between incentives
and performance, with high-quality implementation—characterized by transparency, fairness,
and participation—enhancing engagement, innovation, and job satisfaction. The SEM model
demonstrated good fit (Y 2/df = 1.98, CFl = 0.97, RMSEA = 0.051). The study underscores
the importance of combining financial and career development incentives with transparent

processes, offering evidence-based guidance for SMEs in creative industries.
Keywords: SMEs, Incentive Mechanisms, Employee Performance, CIPP Model

Introduction

The cultural and creative industries (CCls) contributed over 3% of global GDP, with
SMEs accounting for nearly 60% of employment (Organisation for Economic Co-operation
and Development [OECD], 2020). These firms depended heavily on human capital but
often struggled to maintain employee motivation. Prior research indicated that excessive
reliance on monetary rewards and weak implementation reduced incentive effectiveness,
whereas balanced systems combining economic, non-economic, and developmental incen-

tives promoted innovation and retention (Liang et al., 2023). Implementation quality was
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equally crucial; employees’ perceptions were strongly shaped by transparency, fairness, and
participation (Gao & Zhang, 2023; Abdul Majid et al., 2023). In China—particularly in Yunnan
Province, where cultural tourism and creative sectors were regionally significant—many
SMEs emphasized short-term financial rewards rather than structured career development,
resulting in limited innovation and higher turnover (He, 2022; Su et al., 2022). Younger creative
workers increasingly valued autonomy and growth opportunities, yet inconsistent or informal
implementation weakened the impact of such incentives (Liang et al., 2023).

Despite increasing scholarly attention, few studies integrated incentive types and
implementation processes within a single analytical model, especially in the context of
Chinese creative SMEs. This study therefore adopted the CIPP framework—Context, Input,
Process, and Product—to examine how incentives were designed, implemented, and
transformed into employee performance outcomes. The model incorporated industry
dynamics, incentive mechanisms, and employee responses, testing classical motivation
theories while offering practical guidance for aligning incentives with organizational objectives

and employee expectations.

Research Objectives

Objective 1 : To analyze the impact of economic, non-economic, and developmental
incentives on employees’ perception of incentive implementation in SMEs within Yunnan’s
cultural and creative industries.

Objective 2 : To assess how employees’ perception of incentive implementation
affects their performance outcomes in the context of cultural and creative SMEs in Yunnan
Province.

Objective 3 : To develop a practical and operational evaluation model for incentive
effectiveness within the CIPP framework that can be applied to SMEs in Yunnan’s cultural

and creative industries

Scope of Study

This study examined SMEs in Yunnan Province’s cultural and creative industries.
Yunnan was chosen for its distinctive ethnic culture, strong cultural tourism development,
and concentration of creative enterprises, offering a representative context for analyzing
incentive mechanisms in human capital-intensive sectors (Zhou & Mo, 2025). The sample
consisted of employees from SMEs in cultural tourism, design studios, media production,
arts and crafts, and digital creative fields. Following Chinese and EU standards, only firms
with fewer than 250 employees were included (OECD, 2020).

The study focused on three types of incentives—economic, non-economic, and
developmental (Gao & Zhang, 2023)—and their implementation in terms of transparency,

fairness, and feedback/ participation. Employee performance served as the sole outcome
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variable; financial or long-term organizational performance was not considered. Data were
obtained through structured questionnaires, and all findings were interpreted within Yunnan’s

specific regional, cultural, and organizational context.

Research Methods

This study adopted a quantitative research design, employing Structural Equation
Modeling (SEM) to validate the causal relationships proposed in the conceptual model. The
conceptual framework, illustrated in Figure 1, was constructed based on the CIPP model and
encompassed inputs (economic, non-economic, and developmental incentives), processes
(incentive implementation, measured through transparency, fairness, and feedback/
participation), and outputs (employee performance), thereby enabling a systematic evaluation

of incentive mechanisms and their performance outcomes.

Figure 1
Framework of Study
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The research focused on employees working in small and medium-sized enterprises
(SMEs) within Yunnan Province’s cultural and creative industries, including design, media,
cultural tourism, and the arts. Restricting the study to one province ensured contextual
consistency, while SMEs—defined as firms with fewer than 250 employees according

to international and national standards—provided a relevant setting given their com-
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mon challenges in managing human resources. A stratified random sampling strategy was
employed across major creative subsectors, and questionnaires were distributed through the
assistance of human resource departments. This procedure ensured balanced representation
across different creative fields.

The study focused on employees of cultural and creative SMEs in Yunnan Province.
Following SEM sampling recommendations (at least 10 participants per observed variable),
502 questionnaires were distributed online. After data screening, 470 valid responses were
retained (94%), ensuring adequate statistical power. A stratified random sampling approach
was adopted based on industry sub-sectors (cultural tourism, design, media, crafts, digital
creativity) and job roles (managers, creative staff, administrative staff) to ensure
representativeness. The questionnaire consisted of 42 items: 15 on incentive types
(economic, non-economic, developmental), 15 on incentive implementation (transparency,
faimess, feedback/participation), 8 on employee performance, and 4 demographic questions,
all rated on a five-point Likert scale.

Content validity was confirmed by five experts using I0C values (=0.80). Reliability
was strong (Cronbach’s QL = 0.82-0.91). KMO = 0.927 and Bartlett’s test was significant
(p < 0.001), supporting factor analysis. CFA results indicated good construct validity, with CR
values of 0.88-0.93 and AVE values of 0.55-0.72. Finally, the study adhered strictly to ethical
guidelines. Participation was voluntary and anonymous, informed consent was obtained
from all respondents, and confidentiality of both individual and organizational information
was ensured. The research protocol was reviewed and approved by an institutional ethics

committee.

Results and Discussion

A total of 502 questionnaires were distributed to SMEs in the cultural and creative
industries, yielding 470 valid responses and an effective response rate of 93.63%. The sample
largely comprised a young and well-educated workforce: 60.4% were aged 18-25, 19.1%
were 36-45, and 96% held at least a bachelor’s degree, including 23.2% with postgraduate
qualifications. In terms of roles, 63.8% were frontline staff, 17.9% were founders or owners,
and the remainder held supervisory or managerial positions. Firm size was predominantly
small, with 43.6% of respondents working in companies with fewer than 50 employees.
These characteristics ensured both data quality and representativeness across different

organizational levels and firm sizes.
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Table 1

Demographic Profile of Respondents

Characteristic Category n %
Age 18-25 284 60.4
26-35 32 6.8
36-45 90 19.1
46-55 56 11.9
55 and above 8 1.7
Total 470 100.0
Education High school or below 11 2.3
Vocational college 8 1.7
Bachelor’s degree 342 72.8
Master’s degree 78 16.6
Master’s degree 31 6.6
Total 470 100.0
Position Frontline employee 300 63.8
Supervisor 24 51
Middle manager 23 4.9
Senior manager 39 8.3
Founder/owner 84 17.9
Total 470 100.0
Company size < 50 employees 205 43.6
51-100 employees 100 21.3
101-150 employees 55 11.7
151-200 employees 35 7.4
201-300 employees 75 16.0
Total 470 100.0

Descriptive statistics confirmed data suitability. All observed variables had means
above 3.0 on a five-point Likert scale, with standard deviations between 0.6 and 1.0,
indicating balanced distributions. Economic Incentives scored 3.2-4.2, with lower satisfaction
in salary but highest in bonuses. Non-Economic Incentives ranged from 3.8 to 4.2,
reflecting favorable views of supervisory feedback and team culture. Developmental Incentives

Waveraged 3.2-4.0, showing approval of training and promotion, though mentoring support
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was weaker. For Incentive Implementation, transparency and fairness both averaged 3.76,

while feedback and participation reached 3.92. Employee Performance scored 3.7-4.2, with

work engagement and innovation rated highest.

Table 2

Descriptive Statistics

Construct Mean Range SD Range
Economic Incentives (El) 32-4.2 0.7-1.0
Non-Economic Incentives (NEI) 3.8-4.2 ~0.7
Development Incentives (DI) 3.2-4.0 0.7-0.8
Incentive Implementation-Transparency 3.76 0.84
Incentive Implementation-Fairness 3.76 0.84
Incentive Implementation-Feedback & Participation 3.92 0.76
Employee Performance (EP) 3.7-4.2 0.7-0.9

To ensure reliability and validity, confirmatory factor analyses (CFA) were conducted

for all latent constructs. Standardized loadings ranged from 0.66 to 0.82, exceeding the 0.60
threshold. Individual models showed good fit (CFI > 0.95, RMSEA < 0.06), confirming
convergent validity. Within the integrated model, Composite Reliability (CR) ranged from
0.882 to 0.927 and Average Variance Extracted (AVE) from 0.553 to 0.719, both above
accepted benchmarks (CR > 0.70, AVE > 0.50). Discriminant validity was also supported using

the Fornell-Larcker criterion; for example, the correlation between Incentive Implementation

(I) and Employee Performance (EP) was 0.55, while their VAVE values were 0.85 and 0.77,

both higher than the correlation.

Table 3

Reliability and Convergent Validity of Constructs

Construct Standardized Loading (Range)| CR AVE | VAVE
Economic Incentives (El) 0.72-0.81 0.882 | 0.599 | 0.76
Non-Economic Incentives (NEI) 0.66-0.75 0.886 | 0.603 | 0.71
Development Incentives (DI) 0.75-0.82 0.889 | 0.607 | 0.80
Incentive Implementation (II) 0.70-0.75 0.927 | 0.719 | 0.85
Employee Performance (EP) 0.70-0.81 0.891 | 0.553 | 0.77
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After confirming the reliability and validity of the measurement model through CFA,
the structural equation model was estimated using the Maximum Likelihood method to
examine the relationships among incentive types, incentive implementation, and employee
performance. The overall model demonstrated an acceptable to good fit (¥ 2/df = 1.983,
CFI = 0.968, TLI = 0.958, IFl = 0.969, GFI = 0.913, RMSEA = 0.051, SRMR = 0.046), with all
indices meeting the recommended cut-off values proposed by Hu and Bentler (1999) and
Hair et al. (2019). These indices indicated that the structural paths were statistically reliable
and provided a robust basis for hypothesis testing. The results supported the CIPP logic of
“Input — Process —> Product,” validating the theoretical structure of the model.

Table 4
Model Fit Indices for the Overall Model

Fit Index Model Value Recommended Threshold
A 2/df 1.983 < 3.00
GFI (Goodness-of-Fit) 0.913 > 0.90
CFI (Comparative Fit) 0.968 > 0.90
IFI (Incremental Fit) 0.969 > 0.90
TLI (Tucker-Lewis Index) 0.958 > 0.90
RMSEA 0.051 < 0.06
SRMR 0.046 < 0.08

The standardized path relationships are presented in Figure 2, which displays only
the significant paths and their standardized coefficients. As shown in the figure, Economic
Incentives (El) and Development Incentives (DI) both pointed toward Incentive
Implementation (Il), which in turn predicted Employee Performance (EP). By contrast, the
path from Non-Economic Incentives (NEI) to Il was weak and failed to reach statistical
significance. This visual summary clearly depicted the theoretical linkages and the empirical

support for the tested model.
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Figure 2
SEM Model
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As presented in Table 5 and Figure 2, economic incentives (B =0.25, p < 0.01) and

developmental incentives (B =0.22, p < 0.05) significantly enhanced employees’ perceptions

of incentive implementation, whereas non-economic incentives (3 = 0.10) did not show

a meaningful effect. Incentive implementation also exhibited a strong positive influence

on employee performance (B = 0.55, p < 0.001), confirming its mediating role between

incentive inputs and performance outcomes. These results were consistent with the CIPP

logic of Input — Process — Product, indicating that the effectiveness of incentives rested

not only on their design but also on how fairly, transparently, and participatively they were

implemented. The insignificant impact of non-economic incentives may be attributable to

their informal and non-standardized use in Chinese cultural and creative SMEs, which limited

employees’ recognition of such practices as part of a credible implementation process.
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Table 5
Path Coefficients and Hypothesis Testing Results

Path Standardized Coefficient | Significance Level

Economic Incentives (El) 0.25 p < 0.01 *

alncentive Implementation (1)

Non-Economic Incentives (NEI) 0.1 Not significant

alncentive Implementation (I1)

Development Incentives (DI) 0.22 p < 0.05*

alncentive Implementation (II)

Transparency (T) A=0.72 A> 0.70

alncentive Implementation (I1)

Faimess (F) alncentive A=0.75 A> 0.70

Implementation (II)

Feedback & Participation (FP) A=0.70 A> 0.70

alncentive Implementation (Il)

Incentive Implementation (1) 0.55 p < 0.001 ***

aEmployee Performance (EP)

This study employed the CIPP framework and SEM to examine the incentive-
implementation—-performance chain in cultural and creative SMEs. Within the CIPP structure,
Context referred to industry conditions in Yunnan; Input comprised economic, non-economic,
and developmental incentives; Process captured implementation quality—transparency,
fairness, and feedback/participation; and Product corresponded to employee performance.
The model demonstrated an excellent fit () 2/df = 1.98, CFl = 0.97, TLI = 0.96, RMSEA =
0.05, SRMR = 0.05), supporting its structural soundness. Addressing RQ1, economic (B =
0.25, p < 0.01) and developmental incentives (B = 0.22, p < 0.05) significantly improved
employees’ perceptions of implementation, while non-economic incentives did not (B =
0.10, p > 0.05). This indicated that not all inputs translated into effective processes. For RQ2,
implementation exerted the strongest effect on performance (B =0.55, p < 0.001), confirming
that transparent, fair, and participatory processes were crucial for converting incentives into
engagement and innovation. In line with RQ3, strong validity indicators (loadings = 0.66-0.82;
CR = 0.88-0.93; AVE = 0.55-0.72) and supported structural paths verified the CIPP logic of
“Input — Process —» Product,” demonstrating that the model could be feasibly applied

to evaluate incentive effectiveness in cultural and creative SMEs.

SUTHIPARITHAT JOURNAL Vol. 40 No. 1 January - March 2026
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Discussion

In the context of cultural and creative SMEs in Yunnan Province, this study
found that economic and developmental incentives significantly affected incentive
implementation, whereas non-economic incentives were not statistically significant. This
outcome was closely linked to both industry characteristics and cultural norms. Creative
SMEs typically operated under conditions of income instability, competitive pressure, and
project-based employment, leading employees to place greater value on tangible financial
returns and sustainable career advancement rather than on recognition or emotional support
(Liang et al., 2023; Wang & Lin, 2024). Within China’s “face culture” and a high-uncertainty
environment, non-economic incentives lacked institutionalization and were often perceived
as subjective or inconsistent, making them less influential in evaluations of fairness and
transparency (Ghasemi & Shakerian, 2025; Hu et al., 2025). Thus, although intangible incentives
carried psychological value, their impact on implementation perceptions remained limited
when clear standards, open procedures, and consistent delivery were absent.

Theoretically, these findings supported the CIPP logic of “Input-Process—Product.”
Economic, non-economic, and developmental incentives constituted the input stage, but
their effectiveness depended on the process—specifically, the transparency, fairess, and
feedback and participation embedded in implementation (Deci & Ryan, 2000; Skinner, 1953).
Incentive implementation functioned as a significant mediator, suggesting that incentives
did not directly enhance performance; rather, they produced effects only when employees
perceived the process as credible and just. This clarified why some firms “offer rewards but
fail to motivate”—the issue was not the absence of incentives, but the lack of trustworthy
execution.

Overall, the study confirmed the applicability of the CIPP model to cultural and
creative SMEs in China and emphasized that incentive effectiveness relied on both content
and process quality. Practically, SMEs should institutionalize and communicate financial and
developmental incentives, and transform non-economic incentives from informal gestures
into structured, verifiable mechanisms. At the policy level, governments could support SMEs
through tax incentives, training subsidies, or talent development funds to help establish
transparent and equitable incentive systems, thereby improving employee retention and
industry competitiveness.

Further Studies

This study was limited to cultural and creative SMEs in Yunnan Province and adopted
a cross-sectional design. Future research could extend the model to other regions or
industries to test its external validity, employ longitudinal or multi-source data (e.g.,
supervisor evaluations or objective performance metrics) to strengthen causal inferences,
and further explore why non-economic incentives did not significantly influence
implementation perceptions, including potential moderating factors such as organizational

culture or generational differences.
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