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Preface 

This volume contains the proceedings of the 2013 Academy for 
Global Business Advancement (AGBA’s) 10th World Congress held 
at the King Mongkut's Institute of Technology Ladkrabang (Thailand) 
on June 15---17, 2013.   
 
Papers selected for presentation at the Congress and for inclusion in 
these Proceedings have been double-blind peer-reviewed and explore 
the cutting edge of knowledge and theory in their respective research 
domains and disciplines. 
 
These proceedings are edited by David McArthur, Utah Valley 
University (USA), Rajan Varadarajan, Texas A&M University 
(USA), and Zafar U. Ahmed (Lebanese American University, 
Lebanon) assisted with patience, diligence, and professionalism by 
Silvia Lobendahn at Utah Valley University (USA). 
 
These proceedings are prepared from material supplied by the 
authors. Editorial license to correct manuscripts is limited by 
governmental regulations (many academics must file for permission 
to travel; once a paper is on file, no “refinements” can be made or the 
permission may be withheld) and original author intent.  Manuscripts 
that were not sent to the editors on time for adequate editing or 
production may not appear in consistent style or appear at all in the 
proceedings. In accordance with editorial policy and under space 
constraints, some sections of text, tables, graphs, figures, or 
references may have been edited or omitted. In the case of errors, or 
omissions, please contact the respective author(s) directly.  
 
Copyrights of the papers remain with the author(s) of each article.  
 
Every effort has been made by the editors, publishers and printers of 
these proceedings to see that no inaccurate data, opinion, or statement 
appears in the proceedings, but the data and opinions appearing in the 
articles herein are the responsibility of the author(s).  Accordingly, the 
publishers, printers, editors, and AGBA officials accept no liability 
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whatsoever for the consequences of such inaccurate or misleading 
data, opinion or statement. 
 
 

 
The editors of these Proceedings have tried to balance completeness 
with the space constraints inherent in a published volume of a global 
congress with more than 162 papers. Many authors are enthusiastic 
about their work and in that enthusiasm, some, after their papers 
were accepted to the conference, did not remember to or respond to 
repeated messages to submit final drafts for the proceedings whose 
bodies were 10 pages in length. Thus, many papers in these two 
volumes have had some sections of text, exhibits, charts, tables, or 
references omitted or shortened by the editors for space 
considerations. 

Working papers and doctoral student papers have been published in 
abstract form in latter‐part of Volume 2. 

 

Readers who would like to have complete copies (including any 
omitted elements) of any of the papers in these Proceedings are 
invited to contact the papers’ authors. 
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Special Welcome 
 
Welcome to the 10th AGBA World Congress! 
 
We would like to take this opportunity to extend a warm welcome to all 
delegates attending AGBA’s 10th World Congress being held in 
collaboration with the King Mongkut's Institute of 
Technology Ladkrabang (Thailand) on June 15---17, 2013.    
 
More than 200 AGBA delegates are participating in a wonderful program 
that includes more than 100 global delegates hailing from different 
countries around the world.  
 
The main theme of our conference is “Business and Entrepreneurship 
Development in a Globalized Era”. Our conference will feature 
competitive papers and special sessions.  
 
Our conference’s primary goal is to provide a unique global platform to 
facilitate the exchange of leading-edge ideas for effective advancement 
of knowledge in business and entrepreneurship; where academics, 
professionals, consultants, government officials and entrepreneurs from 
both developed and developing countries are engaged in intellectual 
discourse for the generation and dissemination of knowledge to facilitate 
the globalization process for the betterment of humanity. This will be 
achieved through multidisciplinary presentations and discussions of 
current business and development issues in emerging and developed 
countries. Your participation in this great conference is helping us 
achieve these goals!!!!  
 
We wish you good luck in your presentations and conference 
deliberations. 
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Special Acknowledgement 
 

AGBA’s “Global Board of Trustees” would like to recognize the 
special contribution made by the management team at the MIDAS 
Communication Ltd, (Thailand) under the dynamic leadership of its 
Founder, President and CEO (Ms. Karin Lohitnavy) for making this 10th 
global conference a grand success.  
 

AGBA outsourced the operational side of the conference 
management for the first time in its history to a nationally acclaimed and 
well reputed professional event management company (MIDAS 
Communication Company Ltd, Thailand) to organize its 10th global 
conference on a professional basis.  

 
MIDAS has done a fabulous job from identifying appropriate 

sponsors to selecting suitable hotels, from organizing printing of 
promotional material to producing these proceedings, and from hosting 
delegates to organizing interesting sightseeing tours.  

 
Hence, while attending your conference, whenever you run into 

any member of MIDAS Management Team, kindly say “Thank You”.    
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AGBA Brief: 

Academy for Global Business Advancement (AGBA) was established in the 
American State of Texas as a "Not-for-Profit" organization in 2000. It  is proud to 
boast today a membership of more than 1000 members based in more than 50 
countries, that include scholars from reputed academic institutions, corporate 
leaders, governmental officials,  entrepreneurs and consultants based in western 
and emerging countries. 

AGBA, as a global organization, aims to help academics and scholars at business 
schools across the emerging countries to connect with the western (developed) 
world for mutual benefit. Such collaboration would accelerate the process of 
globalization by furnishing ample opportunities to scholars in emerging countries to 
get recognition, disseminate new knowledge and assert themselves on the global 
stage. 

AGBA's Vision 

To be globally recognized as  a leading "not-for-profit" organization dedicated to 
serve the academic, professional, government, corporate and entrepreneurial 
sectors worldwide.  

  

AGBA's Mission 
Building on the dynamics of the ongoing globalization process, AGBA is committed 
to provide a global platform aimed at assisting academics, scholars, professionals, 
officials, entrepreneurs and consultants of emerging countries to assert themselves 
on the global stage for recognition, networking and dissemination of knowledge.  

 

AGBA’s Core Business:  

 Nurture globally competitive talents; expertise and skills across the emerging 
countries;  

 Arrange apprenticeships for academics, scholars, professionals, officials, 
entrepreneurs and consultants on the global stage;   

 Provide advisory services to upcoming business schools across the world for   
accreditation by the Association to Advance Collegiate Schools of Business 
(AACSB);  

 Provide advisory services to peers worldwide to obtain “Fulbright Grants” from 
the US government successfully;  

 Offer customized training worldwide;  
 Offer professional development programs;   
 and Provide “Global Entrepreneurship  Development” services.  
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AGBA SPONSORS 

 Woodbury School of Business, Utah Valley University, Orem, Utah, USA 
 Marketing and Management Institute, Leibniz University Hannover, Hannover, 

Germany 
 Global Institute of Management and Economics, Dongbei University of 

Finance and Economics, Dalian, China 
 College of Business Administration, Ajman University of Science and 

Technology, Ajman, United Arab Emirates 
 Inderscience Publishers Inc., UK and Switzerland 
 Faculty of Industrial Technology and Management, University of Malaysia 

Pahang, Kuantan City, State of Pahang, Malaysia 
 Berkeley College, New York, USA 
 GLOCEN Corporation Inc., Houston, Texas, USA 
 Value-One Corporation Inc., India 
 Faculty of Business Management and Professional Studies, Graduate 

Management Center, Management and Science University, Malaysia 
 COMSAT Institute of Information Technology, Islamabad, Pakistan 
 Faculty of Management Studies and Research, Aligarh Muslim University, 

Aligarh, State of Uttar Pradesh, India 
 DPJ Holdings Pvt. Ltd. Nawala, Sri Lanka 
 Umeå School of Business and Economics, Umeå University, Sweden  
 School of Commerce and Management, Southern Cross University, Australia  
 MIDAS Communications Ltd., Bangkok, Thailand  
 King Mongkut’s Institute of Technology at Ladkrabang, Bangkok, Thailand 

  
PAST AGBA CONFERENCES 
 
2004  Inaugural World Congress  in Delhi, India 
This conference was attended by more than 100 local and global   delegates. Please 
visit  our website for photos and proceedings. 
 
2005 Second World Congress in Delhi, India 
This conference was attended by more than 100 local and global   delegates. Please 
visit our website for photos and proceedings. 
 
2006 Third World Congress in Kuala Lumpur, Malaysia 
This conference was held at the Management and Science University (MSU), Kuala 
Lumpur, Malaysia. It was attended by more than 150 local and global delegates. 
Please visit  our website for photos and proceedings. 
 
2007 Fourth World Congress in Kuala Lumpur, Malaysia 
This conference was held at the Universiti Sains Malaysia (USM) in Penang. It was 
attended by more than 150 local and global delegates. Please visit our website for 
photos and proceedings. 
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2008  Fifth World Congress in the Kingdom of Bahrain 
This conference was attended by more than 200 local and global delegates. Please 
visit our website for photos and proceedings. 
 
2009 Sixth World Congress in Kedah, Malaysia 
This conference was held at the Universiti Utara Malaysia (UUM), Kedah, Malaysia. 
It was attended by more than 200 local and global delegates. Please visit our 
website for photos and proceedings. 
 
2010 Seventh World Congress in Kuala Lumpur, Malaysia 
This conference was held at the Graduate School of Management (GSM), Universiti 
Putra Malaysia (UPM), Malaysia. It was attended by more than 250 local and global 
delegates. Please our visit website for photos and proceedings. 
 
2011 Eight World Congress in Dalian, China 
This conference was held at the Dongbei University of Finance and Economics 
(DUFE) in Dalian, China. It was attended by more than 250 local and global 
delegates. Please visit  our website for photos and proceedings. 
 
2012  Ninth World Congress  in Ajman (United Arab  Emirates) 
This conference was held at the Ajman University of Science and Technology 
(AUST) in Ajman (United Arab Emirates) on March 19---21, 2012. It was attended by 
more than 300 local and global delegates. Please visit our website for photos and 
proceedings. 
 
2013  Tenth World Congress  in Bangkok  (Thailand) 
This conference will be held at the King Mongkut’s  Institute of Technology at 
Ladkrabang, Bangkok, Thailand on June 15-17, 2013. 
 
AGBA Publications 
 
AGBA Journals: AGBA’s Two Official Journals Are Published in Collaboration with 
Inderscience Publishers of UK/Switzerland (www.inderscience.com).  
(1) Journal for Global Business Advancement 
ISSN (Online): 1746-9678  -  ISSN (Print): 1746-966X 
http://www.inderscience.com/browse/index.php?journalCODE=jgba 
(2) Journal for International Business and Entrepreneurship Development  
ISSN (Online): 1747-6763  -  ISSN (Print): 1549-9324 
http://www.inderscience.com/browse/index.php?journalCODE=jibed 
 
  Both of these journals are indexed in: 
• Scopus (Elsevier) 
• Academic OneFile (Gale) 
• Business and Company Resource Center (Gale) 
• Expanded Academic ASAP (Gale) 
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• General BusinessFile ASAP International (Gale) 
• General OneFile (Gale) 
• Google Scholar 
• InfoTrac Custom Journals (Gale) 
• Inspec (Institution of Engineering and Technology) 
• Scirus (Elsevier) 
  
Both of these journals are also listed in: 
• Australian Business Deans Council Journal Rankings List 2012 
• Cabell's Directory of Publishing Opportunities (2012)  
• Excellence in Research for Australia (ERA): Journal list 2012 
 
 
AGBA’s Regional Chapters 
 
(1) "AGBA – Malaysia Chapter" is Based at the "Management and Science 
University of Malaysia". Please visit  http://www.msu.edu.my  
for  details. 
 
(2) "AGBA – Pakistan Chapter" is Based at the "COMSAT Institute of Information 
Technology, Islamabad, Pakistan".  
Please visit  http://www.agba.org.pk  for details.  
 
AGBA Projects 
 
AGBA is contemplating to launch following additional projects in the foreseeable 
future in order to assist academic institutions and professional bodies across 
emerging countries to assert themselves on the global stage: 
 
(1) Launch of a brand new "AGBA Journal" in collaboration with a major global 
publisher;  
(2) Publication of an annual monograph consisting of best papers out of our 
conference proceedings by a reputed global publisher; 
(3) Upgrading of a business school to the global standards in an emerging country;  
(4) Launch of  a "global doctoral program in global management" jointly offered by 3 
different reputed universities based in 3 different continents (North America, Europe 
and Asia);   
(5) Establishment of a "global consulting wing" within AGBA framework;  
(6) Establishment of additional "agba chapters" across brics countries    (Brazil, 
Russia, India, China and South Africa) etc. 
(7) Selection of a business school for assistance in an emerging country for 
accreditation by aacsb: 
(8) Coaching and mentoring of few selected academics to acquire Fulbright grants, 
sponsored by the US government; 
(9) Development of professional development programs for the training of policy 
makers on Indian, Chinese, Malaysian, and Brazilian economic miracles; and 
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(10) Acquisition of grants from global organizations for the pursuance of global 
research. 
 
Consulting Worldwide 

Consulting Worldwide 

AGBA maintains a roster of more than 1000 members hailing from more than 50 
countries, who offer their world-class expertise for consulting globally at a subsidized 
rate. 

Their expertise, skills and competences range from entrepreneurship development to 
institution building, from AACSB accreditation to establishing new business schools, 
and from entrepreneurship development to professional development.   

If you are interested to engage their services for the pursuance of any project, kindly 
contact AGBA President/CEO at the following address for details: 

Prof. Dr. Zafar U. Ahmed 
BBA (New York), MBA (Texas), Ph.D., (Utah), D. Litt., (India) 
Professor of Marketing 
Founding President/CEO: Academy for Global Business Advancement 
Founding Editor-in-Chief: Journal for Global Business Advancement 
Department of Marketing 
School of Business 
(Candidate for AACSB Accreditation) 
Lebanese American University 
(Chartered in the State of New York, USA) 
(Accredited by the New England Association of Universities and Colleges, USA) 
P.O.Box #: 13-5053, Chouran 
Beirut 1102--2801 
Lebanon 
Skype ID: zafaruahmed 
Email: zafaruahmed@gmail.com 
Mobile: +961-70-972-480  
 
AGBA Leadership 
 
Chairperson:  AGBA Board of Trustees 
- (2009 to Present) 
Prof. Dr. Norman Wright (Ph.D., 
Wharton) 
Dean and Professor 
Woodbury School of Business 
Utah Valley University 
Orem, UT 84058 
USA 
 
Associate Chairperson: AGBA Board 
of Trustees  (2009 to Present) 
Univ.-Prof. Dr. Klaus-Peter Wiedmann 

Chair for Marketing and Management 
Leibniz University Hannover 
Königsworther Platz 1, D-30167  
Hannover, Germany 
 
Deputy Chairperson: AGBA Board of 
Trustees  (2009 to Present)  
Prof. Dr. Mary B. Teagarden 
Professor of Global Strategy 
Editor: Thunderbird International 
Business Review 
Thunderbird School of Global 
Management 
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Glendale, Arizona 85306-6010 
USA 
 
Assistant Chairperson: AGBA Board of 
Trustees (2009 to Present)  
Prof. Dr. James P. Johnson,  

Professor and Director of Global 
Consulting Projects 
Crummer Graduate School of 
Business 
Rollins College 
Winter Park, FL 32789 
USA

 
 
Past Chairs Past Deputy Chairs 
Chairman: AGBA Board of Trustees  (20
05-2008) 
Prof. Dr. C.P. Rao 
Kuwait University 
Kuwait 

Deputy Chairman: AGBA Board of Truste
es  (2005—2008) 
Prof. Dr. Klaus-Peter Wiedmann  
Leibniz University Hanover 
Germany 

Chairman:  AGBA Board of Trustees  (20
01-2004)  
Prof. Dr. Subhash C. Jain 
University of Connecticut 
USA 

Deputy Chairman: AGBA Board of Truste
es (2001—2004) 
Prof. Dr. C.P. Rao 
Kuwait University 
Kuwait 

 
  
AGBA Executive Leadership  
 
AGBA President/CEO (2000 Through Present) 
Prof. Dr. Zafar U. Ahmed 
BBA (New York), MBA (Texas), Ph.D., (Utah), D. Litt., (India) 
Professor of Marketing 
Founding President/CEO: Academy for Global Business Advancement 
Founding Editor-in-Chief: Journal for Global Business Advancement 
Department of Marketing 
School of Business 
(Candidate for AACSB Accreditation) 
Lebanese American University 
(Chartered in the State of New York, USA) 
(Accredited by the New England Association of Universities and Colleges, USA) 
P.O.Box #: 13-5053, Chouran 
Beirut 1102--2801 
Lebanon 
Skype ID: zafaruahmed 
Email: zafaruahmed@gmail.com 
Mobile: +961-70-972-480 
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AGBA Managing Director: (2000 -- Prese
nt): 
Prof. Dr. Wolfgang Hinck 
Professor and System Associate Chair 
Marketing Department 
School of Business 
BERKELEY COLLEGE 
New York - New Jersey 
USA 
 

AGBA Manager for Field Operations (200
7 -- Present): 
Mr. Iqbal U. Ahmed 
University of Texas at Arlington, 
Arlington, Texas, 
USA 
 

 
 
AGBA Country Vice Presidents 
 
Dr.  Jun-qian (Cathy) XU 
School of Business 
Xi'an Jiaotong-Liverpool University 
Suzhou 215123 
China  
AGBA Vice President for China  
 
Dr.  Hossein  Bodaghi  Khajeh  Noubar 
Department of Management 
Science and Research Branch 
Islamic Azad University 
Tabriz, Azerbaijan,  
Iran 
AGBA Vice President for Iran 
  
Dr. Mai Thai  
Department of International Business  
HEC Montréal 
Montréal (Québec), H3T 2A7,  
Canada 
AGBA Vice President for Canada 
  
Prof. Dr. Amjad  Hadjikhani  
Uppsala University 
751 20 Uppsala  
Sweden 
AGBA Vice President for Sweden  
 
Dr. Ari Warokka 
Universitas Negeri Jakarta 
Gedung KH Dewantara, Lt. 5,  
Kampus A, Jl. Rawamangun Muka,  
Jakarta 13220  
Indonesia 
AGBA Vice President for Indonesia 

 
Dr. Ahmad Jamal 
Cardiff Business School 
Cardiff University 
Cardiff CF10 3EU 
Wales 
UK 
AGBA Vice President for UK  
 
Dr. Habiyakare Evariste 
HAAGA-HELIA University of Applied 
Sciences, 
Finland 
AGBA Vice President for Finland 
 
Dr. Craig Julian  
Southern Cross University,  
Australia  
AGBA Vice President for Australia 
  
Prof. Dr. Philippe Coffre 
Pôle Universitaire Léonard de Vinci  
France 
AGBA Vice President for France 
 
Dr. Haim Hilman Abdullah  
Universiti Utara Malaysia 
Malaysia 
AGBA Vice President for Malaysia  
 
Prof. Dr. Javaid Akhter 
Aligarh Muslim University  
India 
AGBA Vice President for North India 
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Prof. Dr. Qaisar Abbas 
COMSAT Institute of Information 
Technology,  
Islamabad 
Pakistan 
AGBA Vice President for Pakistan 
 
Prof. Dr. Ichirou Shiobara 
Waseda University 
Japan 
AGBA Vice President for Japan 
 

Dr. Mohammad Naim Chaker 
Ajman University of Science and 
Technology 
Ajman 
UAE 
AGBA Vice President for UAE 
  
Dr. George Tasie 
American University of Nigeria  
Nigeria 
AGBA Vice President for Nigeria  

 
AGBA Vice Presidents for the Promotion of Global Research 
 
Prof. Dr. George  M. Puia  
Saginaw Valley State University 
USA 
AGBA Vice President for the Promotion of Research in Cross-Cultural Management 
 
Prof. Dr. Mohammad Sadiq Sohail 
King Fahad University of Petroleum and Minerals  
Saudi Arabia 
AGBA Vice President for the Promotion of Research in Marketing  
 
Prof. Dr. Bahaudin G. Mujtaba,  
Nova Southeastern University  
Fort Lauderdale, Florida,  
USA 
AGBA Vice President for the Promotion of Research in Ethics 
  
Prof. Dr. Mohamad Osman 
Universiti Sains Malaysia 
Malaysia 
AGBA Vice President for the Promotion of Research in Export Marketing 
 
Prof. Dr. Shawn Carraher 
Indiana Wesleyan University 
USA 
AGBA Vice President for the Promotion of Research in Global Entrepreneurship  
 
Prof. Dr. Bharath M. Josiam 
University of North Texas 
USA 
AGBA Vice President for the Promotion of Research in Global Hospitality and 
Tourism Management 
 
Prof. Dr. Mohammad Asad  Sadi 
King Fahad University of Petroleum and Minerals  
Saudi Arabia 
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AGBA Vice President for the Promotion of Research in Services Marketing 
 
AGBA Vice Presidents for Global Affairs 
 
Mr. Lavanya Rastogi 
President and CEO 
Value-One IT Company Inc.,  
India 
AGBA Vice President for Global Networking 
 
Dr. Prasantha Jayamanna  
Chairman and CEO  
DPJ Holdings Pvt. Ltd.  
Nawala  
Sri Lanka 
AGBA Vice President for Global Entrepreneurship 
 

AGBA Patrons 

Prof. Dato' Dr. Daing Nasir Ibrahim 
Vice Chancellor and President   
Universiti Malaysia Pahang 
Kuantan, State of Pahang 
Malaysia 
 
Prof. Dr. Salem Bin Matar Al-Ghamdi  
President/Director 
Arab Open University for Saudi Arabia 
Riyadh   
Saudi Arabia 
 
Prof. Dato'  Wira  Mohd  Shukri  Ab. Yajid 
Vice Chancellor/President   
Management and Science University 
Shah Alam, State of  Selangor 
Malaysia 
  
Lt. Kol. Prof.  Dr  Abdul  Razak  Chik 
Formerly Deputy Vice Chancellor, Universiti Utara Malaysia 
Former Director: Centre for International Affairs & Cooperation 
Universiti Utara Malaysia 
Sendok, State of Kedah 
Malaysia 
 
Prof. Dr. Said Elfakhani, 
Dean  
School of Business 
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Lebanese American University 
Beirut, Lebanon 
 
Prof. Dr. Zainal Abidin Bin Mohamed  
Professor   
Universiti Sains Islam Malaysia 
Malaysia 
 
Prof. Dr. Mohamed  Ali  Alshami 
Dean  
College of Business Administration 
Ajman University of Science and Technology 
Ajman, United Arab Emirates 
 
Prof. Dr. Javed  Akhter 
Dean 
Faculty of Management Studies and Research 
Aligarh Muslim University 
Aligarh, State of Uttar Pradesh 
India 
 
Prof. Dr. Demetris Vrontis,  
Dean, Distance Learning 
Director, Unit of Graduate Studies in Business 
University of Nicosia,  
Nicosia 
Cyprus 
 
Dr. Ibrahim Akoum 
Former Dean 
College of Business Administration 
Rafik Hariri University 
Beirut, Lebanon 
 
Prof. Dr. Dana-Nicoleta Lascu  
Chair 
Department of Marketing 
University of Richmond 
Richmond, Virginia  
USA 
 
Prof. Dr. Rick Chaney  
Director: International Colleges and Partnerships 
Office of International Affairs 
University of Colorado Denver 
Denver, Colorado, USA 
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Prof. Dr.  John A. Parnell.  
Belk Chair of Management 
School of Business 
University of North Carolina - Pembroke 
Pembroke, North Carolina, USA 
 
Prof. Dr. Dianne H.B. Welsh,  
Founding Director, North Carolina Entrepreneurship Center  
Charles A. Hayes Distinguished Professor of Entrepreneurship 
The University of North Carolina at Greensboro 
Bryan School of Business and Economics 
Greensboro, North Carolina, USA 
 
Prof. Dr. Ali Khatibi 
Director 
Graduate School of Management 
Management and Science University 
Malaysia 
 
Professor Tagi Sagafi-nejad 
Radcliffe Killam Distinguished Professor of International Business, 
Director: Center for the Study of Western Hemispheric Trade  
Director: International Trade Institute 
Editor, International Trade Journal 
A. R. Sanchez, Jr., School of Business, 
Texas A&M International University 
Laredo, Texas, USA 
 
Prof. Dr. Ben Kedia 
Robert Wang Chair of Excellence in International Business  
Director:  
Wang Center for International Business Education and Research (CIBER)  
Director of the International MBA Program  
The University of Memphis 
Memphis, Tennessee, USA 
 
Dr. Ali Muhammad 
Head 
Department of Marketing and Management  
College of Business Administration 
Kuwait University 
Kuwait 
 
Prof. Dr. C.P. Rao 
President  
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Global Business Consultants  
Fayetteville, Arkansas, USA 
 
Prof. Dr. George M. Puia 
Associate Dean for Faculty Research and External Relations 
Dow Chemical Company Centennial Chair in Global Business 
Saginaw Valley State University 
College of Business and Management 
Michigan, USA 
 
Prof. Dr. Cihan Cobanoglu 
Dean 
College of Hospitality and Technology Leadership,  
University of South Florida at Sarasota-Manatee,  
Florida, USA. 
 
Prof. Dr. Said Irandoust 
Past-President 
Asian Institute of Technology 
Thailand 
 
Prof. Dr. Rajan Varadarajan 
Distinguished Professor of Marketing 
Ford Chair in Marketing & E-Commerce 
Head: Department of Marketing 
Mays Business School 
Texas A&M University 
College Station, Texas,  USA 
  
Prof. Dr. Kip Becker 
Chairman 
Administrative Sciences Department 
Boston University 
Boston. Massachusetts, MA USA 
 
Prof. Dr. John H. Humphreys  
Professor of Management  
Department of Marketing and Management  
College of Business and Technology  
Texas A&M University at Commerce  
Commerce, Texas, USA 
 
Prof. Dr. Lars G. Hassel  
Rector  
Umeå School of Business and Economics  
Umeå University  
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Sweden  
 
Mr. Lavanya Rastogi 
President and CEO 
Value-One IT Company Inc.,  
India 
 
Dr. Prasantha Jayamanna  
Chairman and CEO  
DPJ Holdings Pvt. Ltd.  
Nawala, Sri Lanka  
 
 

AGBA  Fellows 
 
Prof. Dr. Tagi Sagafi-nejad 
Radcliffe Killam Distinguished Professor of International Business, 
Director, Center for the Study of Western Hemispheric Trade -  
Director, International Trade Institute 
Editor, International Trade Journal-   
A. R. Sanchez, Jr., School of Business, 
Texas A&M International University 
Laredo, Texas USA 
 
Prof. Dr. Mary B. Teagarden 
Professor of Global Strategy 
Editor, Thunderbird International Business Review 
Thunderbird School of Global Management 
Glendale, Arizona USA 
 
Prof. Dr. Rajan Varadarajan 
Distinguished Professor of Marketing 
Ford Chair in Marketing & E-Commerce 
Head, Department of Marketing 
Mays Business School 
Texas A&M University 
College Station, Texas, USA 
 
Prof. Dr. Ben Kedia 
Robert Wang Chair of Excellence in International Business  
Director of the Wang Center for International Business Education and Research 
(CIBER)  
 Director of the International MBA Program  
The University of Memphis 
Memphis, TN USA 
 
Prof. Dr. Philippe Coffre 
Professor of Marketing 
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Pôle Universitaire Léonard de Vinci,  
France  
 
Prof. Dr. C. P. Rao 
Emeritus Professor of Marketing 
Department of Marketing and Management 
College of Business Administration 
Kuwait University 
Kuwait 
 
 Prof. Dr.  James P. Johnson,. 
Chair: Department of International Business 
 Director: Global Consulting Projects 
Crummer Graduate School of Business 
Rollins College 
1000 Winter Park, FL USA 
 
Prof. Dr. Shawn M. Carraher,. 
Hodson Endowed Chair and Professor 
College of Business Administration, 
Indiana Wesleyan University, USA  
 
Prof. Dr. Zainal  Abidin  Bin Mohamed 
Professor and Former Dean 
Universiti Sains Islam Malaysia 
Malaysia 
 
Prof. Dato' Dr. Daing Nasir Ibrahim 
Vice Chancellor and President   
Universiti Malaysia Pahang 
Kuantan, State of Pahang 
Malaysia 
 
Prof. Dr. Norman Wright 
Dean  
Woodbury School of Business 
Utah Valley University 
Orem, UT  USA 
 
Prof. Dr. George M. Puia,  
Associate Dean for Faculty Research and External Relations 
Dow Chemical Company Centennial Chair in Global Business 
College of Business 
Saginaw Valley State University 
Saginaw Valley, Michigan, USA 
 
Lars G. Hassel 
Rector 
Umeå School of Business and Economics 
Umeå University 
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Sweden 
 
Klaus-Peter Wiedmann 
Chair for Marketing and Management 
Leibniz University Hannover 
Germany 
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Impact of Information Communication Technology (ICT) Globilization of 
Agricultural Cooperative Marketing in Papua New Guinea 

 
ABSTRACT 

ICT has changed the whole world’s agribusinesses into a global agricultural cooperative 
market with a global economy, which is increasingly reliant on the creative management and 
distribution of information.  
 
ICT helps the PNG-farmers (as well as other stakeholders in the supply chain), to reduce their 
costs, increase the prices they receive, and eventually acquire market knowledge that 
improves supply-chain efficiencies and adjusts supply more closely to changing demand. 
Despite of these efforts, the existing poor infrastructure of information communication and 
technology (ICT) presents major constraints which provide a challenge to smallholders, 
marketers and other players in the fresh produce industry of PNG.  
 
This paper attempts to put together the intellectual intuition/thoughts, purposes and reasons 
(with case studies) of ICT impact on global agricultural cooperative marketing, to highlight 
the main ICT issues that need to be improved and implemented throughout the agribusinesses 
and Entrepreneurship in Papua New Guinea. 
 
Key words: supply chain, case study, smallholder, and customer.  
 

INTRODUCTION 

 Agriculture cooperative marketing is important to Papua New Guinea (PNG) accounting for 
21 per cent of GDP and 17 per cent of total exports (Benediktsson, 1998; Coppel, 2004; 
Bonney et al, 2009). In produce marketing, communication between different participants 
such as growers, marketers, wholesalers, retailers, transport providers and end-consumers is 
seen as a key element (Muto et al, 2009). Telecommunications (telephone and mobile), 
Internet, broadcasting and other networks systems in regional PNG are used to transmit, store 
and deliver information among  growers, marketers, wholesalers, retailers, transport providers 
and end-consumers. 
 
The infrastructure of telecommunications in regional PNG is very poor and presents major 
constraints on the agricultural marketing system (Bonney et al, 2009). The PNG Government, 
in some way, recognizes the importance ICT of the production and marketing of fresh 
produce and has placed a lot of emphasis in this area (McGregor & Lutulele, 2004). Despite 
these efforts, there are a number of constraints to the development of marketing systems that 
have been identified. These constraints provide a challenge to smallholders, marketers and 
other players in the fresh produce industry (McGregor et al, 2003). ICT provide a free flow of 
information and in timely manner between the growers and buyers will help to improve the 
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marketing system for main urban markets including Mt Hagen, Goroka, Lae, Port Moresby, 
Kokopo, Madang and Popondetta.  
 
However, the information is not widely distributed, which in some cases results in farmers 
thinking that middlemen are exploiting them, so they want to do their own marketing 
(McGregor et al,2003). Chief Information Officer said, “The fresh produce farmers and 
traders in the PNG Highlands have not been able to adequately benefit from 
telecommunication innovations, as there is inadequate network coverage by the service 
provider (PNG Telekom)”. McGregor et al (2003) claim that considerable amount of scope 
exists for improvement of ICT infrastructure for agricultural marketing. It includes explaining 
the benefits of increased labor productivity and reducing high price expectations of the 
farmers, promoting development of wholesale marketing, and facilitating and encouraging 
both public and private investments in ICT-marketing infrastructure.  
 
The cell phone telecommunications are slowly improving, the lack of internet services 
outside the major urban centers (and patchy cell phone reception mean that only the most 
basic marketing information is possible, even if it were available. Finally, the banking system 
does not operate outside of the major towns due to lack of ICT services and, with the 
prevailing lack of law and order, the use of cash is not advisable (Bonney et al,2009;Birch et 
al,2009).  
 
In this article, it has been explored how the use of ICT in agricultural marketing industry, 
helps the farmers (as well as other stakeholders in the supply chain), to reduce their costs, 
increase the prices they receive, and eventually acquire market knowledge that improves 
supply-chain efficiencies and adjusts supply more closely to changing demand.  
 
There is also an intriguing suggestion that farmers’ use of the ICT creates a greater sense of 
trust with trading partners, presumably because information asymmetries are reduced. Given 
this context, this research seeks to identify the ICTs’ impact on rural logistics which largely 
focuses on data obtained from user surveys and case studies, to meet likely future trends.  
 
To explain how the ICT in strengthening agricultural marketing, ICT’s benefits along with 
their case studies (as evidence), have been described below and these are likely to meet the 
future requirements of PNG agricultural marketing: 
 
Variation in information sources for farmers. 
Farmers vary in their awareness of the information they need (as revealed by market 
research) and in their preference when they come to gain access to information. Often, their 
information sources outside their direct network have not always been trustworthy, but the 
situation keeps on changing (Mittal, Gandhi and Tripathi, 2010). According to market 
research by a private company in Papa New Guinea, farmers’ information preferences are 
comprise of accurate local weather forecasts, technical information ordered according to the 
step in the crop cycle, data on the costs of production, and market supply and price 
information.  
 
These main concerns change during the production cycle—for instance, information of 
market is of slight interest waiting the beginning of the harvest. Research shows how much 
farmers start using mobile phones to help in marketing their fresh production in Highland 
Papa New Guinea and in other countries. For example, work in Bangladesh, China, India, and 
Vietnam showed that now about 80 percent of farmers own mobile phones (Minten, Reardon, 
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and Chen n.d.) but only 20 percent farmers in PNG own mobile. They use mobiles to speak to 
numerous sellers and buyers to set up prices and market demand. It is concluded that the 
greater access to information appear to help farmers making better decisions.  
 
Improvement in farmer’s income and build trust with trading partners. 
In Papa New Guinea, farmers may use mobile phones to improve income and build trust with 
trading partners as farmers are doing in the Philippines. Labonne and Chase (2009) have 
described the comparison of the impact of mobile phones on farmers of Philippines, who 
produce a marketable surplus. The study found a small benefit for the farmers benefited 
considerably, as measured by improvements in their expenditure of 11–17%. A specifically 
interesting finding was that farmers reported improved relationships with trading partners 
following the achievement of mobile phones. They may consider that the relationship is 
fairer, because they now can negotiate better terms. 
 
Price integration, improvement in profits for traders, and reduce consumer prices. 
Mobile phones in Papa New Guinea may bring better price integration, improve profits for 
traders, and reduce consumer prices as in Niger, Aker (2008) found that mobile phones can 
decrease search costs by 50 percent compared with personal travel and that mobile phone use 
increased both sellers’ and customers’ welfare. Agents’ profits increased by 29 percent 
because they obtained better prices through real-time market research conducted via mobile 
phone. Mobile phones were also connected with a 3.5 percent decrease in average customer 
grain prices. Aker also found that the use of communications technology had several benefits. 
Search costs were considerably lessened, cooperation among market associates improved, 
and market efficiency improved as traders engaged in the search process themselves rather 
than being on the other end of a one-way communications system. An average tour to a 
market which is located at 50 kilometers away in rural Niger can complete round trip in two 
to four hours, compared to a two-minute call.  
 
Increased profits among younger owner/managers of farms and smaller agribusinesses  
with mobile phone use. 
In Papa New Guinea, mobile phone use was linked to increased profits among younger 
owner/managers of farms and smaller agribusinesses, especially with growing experience in 
using the technology. When 50 agriculture-based entrepreneurs were interviewed about their 
perceptions of the impact of mobile phones on their businesses, they reported two 
overarching benefits: They could draw upon a wider network of people for information (a 
“wisdom of crowds” effect), and they could obtain information at a greatly increased speed 
(Shaffril et al, 2009). Other benefits, such as market information, time savings, and 
technology, were of a lower order (figure.1). The overall impact was an increase in 
businesses profits, especially after the entrepreneurs had used their mobile phones for more 
than two years. 
              
Change farmers’ cropping mix and marketing methods. 
In Papa New Guinea, mobile phones can change farmers’ harvesting and cropping mix and 
marketing methods in the same way as the farmers in Morocco who found that use of mobile 
phone resulted in a 21 percent increase in income (Ilahiane, 2007). Another more related 
finding is that the ICT can modify farmers’ behavior, in a way that they can speak directly 
with wholesalers or larger-scale middlemen rather than speaking with them indirectly through 
the smaller intermediaries. Farmers can alter where they sold their crops, switching markets 
to describe better prices and frequently routing to better and further far-away markets. They 
can coordinate with local truckers to get better product transport and recognize where to 
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deliver their products. Some farmers developed a bilingual trade, bringing products back 
from the market to sell in their own rural communities. An especially important change was 
that they  tried to become more market oriented in their production and they used their new 
market knowledge to become more market oriented in their production, deviate  from low-
value production crops, and expand into higher-value enterprises. The knowledge attained 
from using the mobile phone decreased the apparent levels of risk and assisted them to board 
their production to definite, identified market opportunities. 
 
Rural access to telephones raises incomes from farms and other rural businesses.  
In Papa New Guinea, where there is the most of population lives in rural area, they do not 
have is the most rural country in the world, use of telephone may increase income per capita 
as it happened in Peru. When Peru privatized its telecommunications industry in the 1990s, 
the government asked the telecommunications company to install public telephones in 1,526 
small rural towns across the nation. After some ago, a study of 1,000 rural households 
dispersed across towns with and without public telephones carried out ant it was found that 
there was a positive links between public telephone use and incomes. Telephone use 
concluded in a 13 percent increase in per capita farm income and a 32 percent lift in nonfarm 
income (Chong, Galdo, and Torero, 2005). 
 
Improvement in logistics, decrease in transaction costs. 
The greater the business costs, the smaller the geographical area in which it is possible to 
market any trade. Without market access, output is low (Kunaka, 2010), and choices for the 
farming enterprise are inadequate and limited. 
 
Decreasing the transaction costs in the supply chain transports very clear public goods. It can 
create advantages, particularly for poorer urban customers, by down the costs of food. As 
noted, field observations show that ICTs, particularly mobile phones in many places like Mt 
Hagen, Goroka, Lae, Port Moresby, Kokopo, Madang and Popondetta, are transforming how 
rural logistics function. The significant improvement in logistics can be seen through lower 
transaction costs, better potential profits, and a smaller amount of expenditure. By training 
the people on the ability to substitute distance with “space-shrinking technology,” mobile 
phones enable market mediators to better coordinate product supply and demand, boost 
existing business networks, assist the assembly of products to reach a critical mass, and 
enable products to be transport cost-effectively to new markets (Mittal, S., S. Gandhi, and G. 
Tripathi,2010). 
 
Figure 3, illustrates how unit costs for transporting makes change depending on distance, 
quality of roads, and mode of transportation. The key things are: (1) the high cost of head 
loads and pack animals; (2) the low unit costs, particularly for short distances on bad roads, 
of intermediate modes of transport such as ox carts, handcarts, and bicycles/trailers; and (3) 
the greater cost efficiencies of mechanized transport, especially medium-sized trucks, when 
the distances and the quality of the roads are reasonable.  
 
This lack of information consequences in high transaction costs at each stage in the value 
chain and suggests little chance to control economies of scale or move swiftly to ease blocks 
in the supply chain. 
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CONCLUSION 

This paper discusses the impact of ICT on agricultural cooperative marketing in Papa New 
Guinea, especially by smallholder farmers. The use of ICT in agricultural marketing industry, 
helps the farmers (as well as other stakeholders in the supply chain), to reduce their costs, 
increase the prices they receive, and eventually acquire market knowledge that improves 
supply-chain efficiencies and adjusts supply more closely to changing demand.  
 
Despite of these a considerable amount of scope exists for improvement of ICT infrastructure 
for agricultural marketing. It includes explaining the benefits of increased labor productivity 
and reducing high price expectations of the farmers, promoting development of wholesale 
marketing, and facilitating and encouraging both public and private investments. This 
research paper uncovers the major problems and proposes strategic approaches to deliver 
ICT-based agricultural information in a sustainable, effective way to meet the needs of the 
rural community and that of the government. 
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Figure.1: Percent of farmers use mobiles to change information (Minten, Reardon, and Chen 
n.d.) compared to the percent farmers in PNG.

 . 
 
 
 
Figure.2:Commercial Farmers and small Agribusiness Rate the Relative importance of using 
Mobile phones on a scale of 1 to 4 (very useful), Highlands Papa New Guinea. 
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Figure 3: Transport Costs for Different Vehicles in Developing Countries (US$ 
per Ton-Kilometer)  
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ABSTRACT 

One type of circuit breaker is price limit, which is used in future markets and emerging 
markets to prevent markets from excessive volatility, market controlling, and crash 
occurrence in order to enhance the market stability. Researchers have different opinions 
about the effects of applying the price limit system, and the positive or negative effects of 
using this system are not yet confirmed. This paper examines the effects of price limits on 
Bursa Malaysia (previously known as Kuala Lumpur Stock Exchange, KLSE) before and 
after the 2007-2008 crisis by testing the volatility spillover and trading interference 
hypotheses. The statistical results do not support the tested hypotheses since smaller volatility 
is experienced by stockshit category during postlimit days compared to other categories. In 
addition, the trading volume of stockshit does not increase after price-limit-hits that it leads to 
understanding the concept that this system does not prevent rational trading on price-limit-hit 
day. 

Keywords: Price Limits, Volatility Spillover, Trading Interference, Trading Volume, Bursa 
Malaysia 

INTRODUCTION 

Market regulators set price limit as a literal boundary to restrict daily movements of stock 
prices within a predetermined range. The principal objective is to prevent severe fluctuations 
in prices and provide a time-out period for the market to cool off. Hence, the markets will 
experience less volatility. However, whether or not price limits succeed in reducing volatility, 
in a meaningful economic sense, is a somewhat unresolved issue (Harris, 1998). As Kim and 
Yang (2008:2) mention “price limits regulate the magnitude of the change in price that can 
occur for a given asset during a single trading session”. 
 
Telser (1981) concluded that price limit will provide investors more time for consultation and 
re-evaluation in market turbulence and the informal limits exist in stock markets since the 
officers of the exchange believe it is sometimes desirable and necessary to temporarily stop 
trading. Many researchers consider that panic behavior was effective in increasing 
fluctuations which led to the crisis in October 1987 (Blume, MacKinaly and Terker, 1989; 
Greenwald and Stein, 1991). So in the financial markets, stock price limits are recommended 
to use (Rhee and Chang, 1993). These researchers claim that price limit has prevented price 
freefall in the crisis, calmed upset and uneasy traders, on top of being effective in reducing 
the crisis. 
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Sudden fluctuations of stock price are caused due to the imbalance in buy and sell or agiotage 
transactions that are not beneficial to shareholders. Therefore, the price limit  mechanism is 
applied in many stock exchanges around the world, including Austria, Belgium, France, Italy, 
Japan, Korea, Malaysia, Mexico, Netherlands, Spain, Switzerland, Taiwan, and Thailand as 
well as the U.S. future markets (Roll, 1989; Rhee and Chang, 1993; Rhee, 2000). Some of 
these markets use a wider price limit band such as Malaysia (30%) while others use narrower 
limit like Taiwan (3.5%). 
 
One of the negative effects of imposition of price limits is the phenomenon of volatility 
spillover. This hypothesis says that volatility will increase in the following trading days after 
the limit moves, since the limit restricts the large price fluctuations on the event day and 
impede immediate corrections in order imbalance, but then cause distribute over a long 
period of time span (Kyle, 1988; Lehmann,1989). Kim and Rhee (1997) empirically prove 
this hypothesis in their study related to the effects of price limits on the Tokyo Stock 
Exchange. Fama (1989) indicated that if the intervention is created in the process of reaching 
to actual price, volatility will actually increase. This argumentation is empirically supported 
by Kuhn, Kurserk, and Locke(1991). Furthermore, Lehmann (1989) argued that imbalances 
in supply and demand of trading will affect the price to reach their limit and this event causes 
transactions to transfer to following days. Thus, it may cause volatility to extend over the 
time and spread out to the subsequent trading days. He also explained since the price limit 
prevent stock volatility to reach the real price in a day, it create an upward or downward trend 
to get closer to the real price, and this issue could further lead to an increase in stock price 
volatility in the long term. In another study, Berkman and Lee (2002) find long-term 
volatility will be increased and in return, total trading volume will be decreased by the 
expansion of price limits due to testing of revision of price limit system on the Korean Stock 
Exchange. Recently, Kim and Yang (2008) examined the effect of price limit system by 
applying transactions data for developed volatility and information asymmetry hypotheses on 
the Taiwan Stock exchange and their findings support volatility hypothesis. 
 
Another distinguished issue emerged in price limits is trading interference. This hypothesis 
examines the behavior of turnover after reaching to the price limits. According to this 
hypothesis, trading can be interfered by price limits which means if the limits are hit and 
increase in volume and volatility after a trading halt in comparison to normal days, the 
liquidity of stock decreases (e.g. Telser, 1981; Lehmman, 1989; Lee et al., 1994). It is also 
expressed that since the market participants prohibit mutually beneficial trades at prices 
without limit, price limits may inflict additional risks on participation in the market (e.g. 
Ackert and Hunter, 1994). Lauterbach and Ben-Zion (1993) noted the impact of price limits 
on stocks liquidity and introduced it as the "obvious cost" for imposition of circuit breakers 
such as price limit. This subject was also observed in other previous studies by researches 
such as Fama (1989) and Telser (1989). On the other hand, Lehmann (1989) offered a 
different interpretation of trading volume. He believed that order imbalances in buying and 
selling shares and therewith lack of trading will help stock prices to reach their limit. Trading 
volume is expected to increased by resolving imbalances in supply and demand on the 
subsequent limit-days. Chou and Wu (1998) found that trading interference is more important 
in upper limit moves since it can cool off the market when it hits a lower limit without any 
significant impact on volatility reduction. In another similar study, Cho et al. (2003) found 
evidence of tendency to hasten toward the upper limits and reduce effects on reduction of 
stocks volatility. Lin, M. C. (2009) found an asymmetric effect of price limit on trading 
interference.  
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This paper examines the effects of price limits on Bursa Malaysia before and after the 2007-
2008 crisis through testing volatility spillover and trading interference hypotheses by 
applying methodology in Kim, K. A., & Rhee, S. (1997). The remains of this article are 
structured as follows: Section 2 describes the data and methodology; empirical results are 
presented in Sections 3; The last section (4) gives the conclusions. 

 

DATA AND METHODOLOGY 

Data 
 The data was gathered from Bloomberg and KLSEs’ daily dairy. It covered a period of 25 
months from 01/08/2006 to 30/08/2008, which included the period of Global economic crisis. 
Parallel to the analysis of the effect of price limits on a sample of 30 companies’ stocks 
prices, the daily closing, opening, low, high, trading volume and number of shares 
outstanding were gathered. 

Methodology  
 In order to investigate when prices hit their limit, upper and lower limits are considered to 
happen once the following relationships are established, where the Ht is the high price in Day 
t, Ct-1 is the closing price in Day t-1, LIMITt is the maximum allowable upward price 
movement for each Day t and Lt is the low price in Day t. 

                                           Ht ≥ Ct-1 + LIMITt                                                               (1) 
                                                        Lt ≤ Ct-1 - LIMITt                                                                                                   

(2) 
 
These stocks that came within their limits are represented by stockshit. Two subgroups are 
also classified on days when prices reach to their limits, stocks0.9 and stocks0.8. These stocks 
did not reach the price limits, thus stocks0.90 are stocks that experience at least 0.90(LIMITt) 
daily limit. These two samples are used to increase accuracy of study and show that the 
differences which are observed between stockshit and stocks0.9 are not related to difference 
that happens in price movement on Day 0. 
 
Table 1 provides a detailed statement about the price-limit-hit occurrences and indicates the 
number of events for each of the three stock groups in two different conditions, upward and 
downward, respectively. 
 
"Table 1 goeas about here" 
 
As shown in Table 1, if a stock fluctuates 30%, there will be 76% probability of positive 
fluctuation and the proportion for stocks0.90 and stocks0.80 are 78% and 77%, respectively. 
This Table also indicates that the number of upward returns is greater than the number of 
downward returns in Kuala Lumpur Stock Exchange during the study period, which shows 
that the limit impede stock price from  experiencing increases rather than decreases. 
 
According to the Kim and Rhee’s study (1997), the sample is minimized to occurrences that 
happened not in consecutive order for both upward and downward trend. Following their 
study, the results for upward occurrences reported, since there is lack of time, additional 
perception and space. Also, they have shown the empirical findings of upwards are similar to 
downward movements from a qualitative point of view.Therefore, our final sample is as 
follows: 
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"Table 2 goes about here" 
 

EMPIRICAL RESULTS 

Volatility spillover 
In order to examine volatility spillover hypothesis, it will be tried to utilize a 21-day event 
term which includes 10 days after and 10 days before the limit-hit session, t0. Day t=0 has 
different meanings for each categories of stocks (stockshit, stocks9% and stocks8%). For 
example, day t=0 shows the day that stocks endured a price change of at least 0.90(LIMITt) 
price movement for Stock0.90 ,while for stockshit, it illustrates the limit-hit day. Square rate of 
return is used to measure volatility for each stock in all groups even downward or upward 
price movements by  the following equation, where rt,j  denotes the close-to-close return of 
stock j on day t.  
 
Vt,j =  ( rt,j )

2                                                                       (3) 
 
After this step, the averages for each 21-day period will be calculated. If we can prove 
statistically that stockshits has larger volatility compared to other categories during post-limit-
hit days, then volatility spillover hypothesis will be confirmed. Based on the method which 
was chosen by Kim and Rhee (1997), the volatility results are reported just for the upper 
limit-hit situations since both findings are the same from a qualitative point of view. 
 
Empirical findings for volatility spillover hypothesis 
Table 3 is the summary of the test findings. It indicates the average volatility data of price 
increases for three employed categories. The symbol ‘‘<’’ represents that the right hand 
volatility value is larger than the left hand value at 0.05 level of significance. 

 
"Table 3 goes about here" 

 
It is clear that all stock categories face their largest level of volatility on the price-limit-hit 
day (Day 0). In addition, on Day 1, an extremely large fall in volatility of stocks categories 
could be observed. The average volatility size is reduced even more for stocks0.80 category 
(from 5.3488878 on Day 0 to 0.4707923 on Day 1). From this result, it cannot be concluded 
that price limit can effectively reduce the price volatility, since volatility is reduced before 
reaching its price limit. Nevertheless, it can be concluded that the reduction of volatility on 
Day 1 is not due to the effect of price limit. 
 
Stockshit volatility did not increase significantly compared to the other groups after reaching 
the positive 30 % limit. Thus, in the Kuala Lumpur Stock Exchange, it is not possible to state 
if a stock experiences positive 30% in a day, it will consequently experience large volatility 
in the coming days.  
 
Trading interference 
To test this hypothesis, the results of just 10 days in the event period from Day -4 to Day +5 
are used since days outside this period will not give additional perception. If the trading 
volume for stockshit increases the day after the limit-hit day, the hypothesis will be supported. 
This volume increase will imply severe trading continues, and a detrimental interference to 
liquidity. Since price limit does not impede other stock subgroups’ trade on Day 0, decline or 
stability in trading activity will be expected to be observed on the following days. The 
turnover ratio is applied as a measurement for trading activity. It is calculated as follows, 
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where TVOLt,j is the trading volume for each stock j on day t and SOUTt,j  is the total number 
of shares outstanding for stock j on Day t. 

 
                                                    TAt,j = TVOLt,j / SOUTt,j                                                                                 

(4) 
 
This ratio is calculated for each stock in all groups and averages are calculated for each Day t. 
A percentage change of this ratio from the day before day t is calculated since the liquidity 
interference hypothesis is involved in the daily change of trading activity. To test this 
hypothesis, similar samples of upper limit are used to volatility analysis, and included non 
consecutive limit- days are chosen.   

  
Empirical findings for trading interference hypothesis 
The trading interference hypothesis is based on certain circumstances; if a stock reaches its 
limit in a day, the shareholders will not conduct transactions and thereby price limit will 
damage the stock's liquidity. In order to test this hypothesis, the trading activity behavior of 
stockshit category must compare with the others. If trading volume of stockshit increases more 
than other categories after hitting price limit, the hypothesis will be confirmed. A method 
similar to the method of volatility spillover is used and the changes of trading volume for 
30% group is compared with other groups using  Wilcoxon signed-rank test. 
 
The summary of trading activity changes of three employed groups are demonstrated in the 
Table 4 below. As shown, there is no regular trend in increasing or decreasing of changes, but 
the only significant case is the largest changes that happened on Day 0, compared to the other 
days. And, the most noticeable result is the experience of the largest one by stocks0.80. As a 
conclusion, it can be said that it is not possible to comment with certainty about the liquidity 
of stocks before and after reaching the 30% limit. 

 
"Table 4 goes about here" 

 
CONCLUSION 

 
Since there are different opinions about the effectiveness of the price limit system imposed on 
stock exchanges, it has been tried to investigate on KLSE price limit system, which is wide in 
comparison to other stock exchanges, by conducting a nonparametric event study. And to 
achieve the issue of  whether this system impact on stocks prices, trading volumes and 
volatility of prices.  
 
Therefore, according to the range of daily changes in price movement, three categories of 
stocks are chosen to test the KLSE price limit system in order to show how volatility levels 
and trading activity are different. Parallel to this aim, examining the soundness of the price 
limits effects on KLSE are conducted by testing the volatility spillover and trading 
interference hypotheses. One of the distinctive features of this study is the analysis of the 
volatility and trading activity being conducted before and after the crisis period.The 
following results are substantiated for the three determined categories:  

1. Volatility of stockshit is not greater than the other categories during the post limit days. 
2. Trading activity trend of stockshit does not increase consistently after stocks prices 

reach the price limits since irregular fluctuations are observed after the price-limit-hit 
day.  
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Table 1 
Summary statistics  
 

Stockshit Stocks0.90 Stocks0.80

Upward Downward Upward Downward Upward Downward 

4447 1415 5199 1439 5503 1674 

Total 5862 Total 6638 Total 7177 

Percent Percent Percent Percent Percent Percent 

76 24 78 22 77 23 
 
 

Table 2 
Number of final samples 
 

Stockshit Stocks0.90 Stocks0.80 
Upward           Downward 
 
256                       196 

Upward                Downward 
 
239                       199 

Upward           Downward 
 
242                      199 

 
 
Table 3 

Volatility spillover, upper limit reaches 
 

Day stockshit result Stocks0.90 Result Stocks0.80 

-10 0.37392 0.37924767 0.5921909 

-9 0.487151 0.52843444 0.6580709 

-8 0.291329 0.4423178 0.5916447 

-7 0.472691 0.46145011 0.5509452 

-6 0.896575 0.95224186 0.9668365 

-5 0.474573 < 0.66528394 < 0.9104792 

-4 0.350586 < 0.39579472 < 0.650247 

-3 0.431675 < 0.75924367 < 0.79861 

-2 0.80644 < 1.01021005 < 1.5498304 

-1 0.570394 < 1.68812932 < 1.9672722 

0 2.58005 < 3.62358822 < 5.3488878 

1 0.32344 < 0.35355381 < 0.4707923 

2 0.775606 < 1.29320539 < 1.5016044 

3 0.309435 < 0.37533927 < 0.6346322 

4 0.378086 < 0.49645068 < 0.6283115 

5 0.611884 < 0.70664221 < 0.7637895 

6 0.497332 < 0.58547629 < 0.6473139 
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Day stockshit result Stocks0.90 Result Stocks0.80 

7 0.326025 < 0.40585388 < 0.3814738 

8 0.358659 < 0.45383782 < 0.6724907 
 
 

Table 4 
Trading Interference, upper limit reaches 
 

Day stockshit result Stocks0.90 Result Stocks0.80 

5 2.87% 4.13 1.31 

4 2.18% 1.16 -0.18 

3 -4.29% -5.68 1.71 

2 11.75 17.05 10.55 

1 -11.93 -12.54 -19.05 

0 22.17 < 26.59 < 43.71 

-1 -22.89 > -27.33 -32.10 

-2 3.84 < 4.34 > 2.32 

-3 7.53 2.44 2.68 

-4 -0.52 < 2.85 > -2.90 
-5 -6.44 -9.22 -7.65 
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 ABSTRACT 

This paper investigated the accessibility of microfinance for small businesses in Mogadishu. 
Since, the accessibility of microfinance for small businesses considered difficult due to heavy 
collateral requirements. The main objective of the study was to examine the challenges facing 
by small businesses in accessing microfinance services in Mogadishu. Purposive sampling 
technique was employed in selecting the 100 Small businesses that constituted the sample 
size of the research. To achieve the objectives of this study, data was collected through 
questionnaire instrument.  Data analysis, the researchers employed descriptive analysis also 
used Statistical Package for the Social Science (SPSS). the main findings of this study 
identifies that Small businesses in Mogadishu are facing challenges to access loan from MFIs 
and this results many small business to demise soon or may not be started due to lack of 
ability to overcome the challenges. Moreover, the findings of this study will be helpful for the 
academicians, businesses, practitioners, researchers, planners, and policy makers who are 
involved in the concerned area. The researchers recommended microfinance institution are 
required to set more flexible, affordable and attractive requirements in financing Small 
businesses, their role need to be felt by the Small enterprises in terms of growth and 
development. 

Key words: Microfinance institutions, Microfinance, small businesses, Mogadishu.  

INTRODUCTION  

The microfinance revolution began when Bangladeshi Grameen Bank economist professor 
Muhammad Yunus first handed over a few dollars to an impoverished basket weaver in 1974. 
He has won the Nobel Peace Prize.  The idea of microfinance has now spread in Latin 
America, Asia, Eastern Europe, and Africa but the best known micro finance programs come 
from the Asian, Dr. Yunus began a micro-finance program among women in Bangladesh in 
1976, following the wide-spread famine in 1974 (Abdulrahman, 2007).  In Africa where the 
micro-credit movement spread in the 1980s, and where it became stronger in the 1990s is the 
poorest region in the world, according to the new multidimensional poverty index developed 
by Oxford University (Hiedhues, 1995). Microfinance means “programme that extend small 
loans to very poor people for self employment projects that generate income in allowing them 
to take care of themselves and their families”. The World Bank has recognized microfinance 
programme as an approach to address income inequalities and poverty. The microfinance 
scheme has been proven to be successful in many countries in addressing the problems of 
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poverty. The World Bank has also declared 2005 as the year of microfinance with the aim to 
expand their poverty eradication campaign.  Microfinance refers to as the provision of 
financial services including savings, loans and insurance to poor people living in both urban 
and rural settings who are unable to obtain such services from the formal financial institutions 
(Kopla, 2009). 
 
 The purpose of providing micro-loans are to garneting new income project or businesses 
expansion, the terms and conditions of the micro-loan are normally easy to understand and 
flexible, also it is provided for short term financing and repayments can be made on a weekly 
or longer basis, the procedures and processes of loan disbursements are normally fast and 
easy (Abdurrahman, 2007). Accessing microfinance services has been identified as a key 
element for SMEs to succeed in their drive to build productive capacity, to compete, to create 
jobs and to contribute to poverty alleviation in developing countries (Christopher, 2010).   
Unfortunately, in Mogadishu, the accessibility of microfinance services could be considered 
difficulty to Small businesses due to the heavy collateral requirement that MFIs may impose. 
Therefore, this research was conducted the investigation of the accessibility of microfinance 
to small businesses in Mogadishu. The specific objectives are to: (I) to describe the 
requirements for Small businesses to access loan from microfinance institutions in 
Mogadishu. (II) to examine the challenges facing by small businesses in accessing credit 
from Microfinance institutions in Mogadishu. In other to achieve the above stated objectives, 
the following research questions are advanced: (I) what are the requirements for Small 
businesses to access loan from microfinance institutions in Mogadishu? (II) What are 
challenges facing by small businesses in accessing credit from Microfinance institutions in 
Mogadishu? 
 

LITERATURE REVIEW 

Concepts of micro-finance 
Micro-finance is considered providing financial services to low income groups and poor 
people, the original focus of micro finance was on the provision micro-credit small loans 
usually for short periods to finance working capital for small enterprises usually operate by 
low-income people, however the field of micro-finance has broaden greatly beyond credit 
only, to include micro-savings, micro insurance, remittances and other payments all of which 
have a great impact on the lives of the poor ( James, 2005).   Grameen Bank of Bangladesh, 
which was founded by 2006 Nobel Peace Laureate Dr. Muhammad Yunus, is the world’s 
largest and most successful Microfinance institutions; it serves more than seven million 
clients (Hassan, 2010). 
         
According to Ngehneu & Nimbo (2010), Microfinance is defined as a development tool that 
grants or provides financial services such as very small credits, savings, micro-leasing, 
micro-insurance and money transfer to assist the exceptionally poor in expanding or 
establishing their businesses. Micro finance is considered as the provision of financial 
services to the low-income groups including the self-employed which has evolved as 
economic development approach intended to benefit the marginally poor people especially 
the women (Lan, 2004). The idea of microfinance is based on the concept that poor people’s 
lack of access to financial services represents a serious obstacle for their economic 
development, management of daily life and getting resources to realize starting new 
businesses ideas or expand existing businesses and thereby struggle to improve their 
economic situation on their own (Zeller & Meyer, 2002). Microfinance is the provision of 
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small scale financial services to low income clients parts, who have no access to financial 
services provided by the formal sector (Ledgerwoo, 1999). 
 
Microfinance and small businesses  
Accessing credit is considered to be an important factor in increasing the development of 
small businesses, it is thought that credit augment income levels, increases employment and 
thereby alleviate poverty it is believed that access to credit enables poor people to overcome 
their liquidity constraints and undertake some investments (Hiedhues, 1995). According to 
the encyclopedia free online dictionary (2011), access can be defined as, the right to obtain or 
make use of or take advantage of something (as services or membership).  Access to financial 
services by smallholders is normally seen as one of the constraints limiting their benefits 
from credit facilities; in most cases the access problem, especially among formal financial 
institutions, is one created by the institutions mainly through their lending policies; this is 
obvious in the form of prescribed minimum loan amounts, complicated application 
procedures and restrictions on credit for specific purposes therefore, small-scale enterprises 
reliable access to short-term and small amounts of credit is more valuable, and emphasizing it 
may be more appropriate in credit programmes aimed at such enterprises (Yehuala,2008). 
 
According to Hossain (1988), the Grameen Bank experience shows that most of the 
conditions imposed by formal credit institutions like collateral requirements should not 
actually stand in the way of smallholders and the poor in obtaining credit the poor can use the 
loans and repay if effective procedures for disbursement, supervision and repayment have 
been established. According to Diagne & Zeller (2001), argue that lack of  access to credit by 
the poor just below or just above the poverty line may have negative consequences for Small 
businesses and overall welfare, access to micro-credit further increases small businesses and 
enables consumption smoothing overtime. With these arguments, microfinance is assumed to 
improve the welfare of the poor people. 

 Across developing countries, small enterprises are turning to Microfinance Institutions 
(MFIs) for an array of financial services; this is because Microfinance is acknowledged as 
one of the prime strategies to achieve the Millennium Development Goals (MDGs) which 
are: poverty and hunger reduction, universal primary education, reduction of child mortality, 
combating diseases, malaria and environmental sustainability, because of access to 
sustainable financial services enables owners of small businesses to finance income, build 
assets, and reduce their vulnerability to external shocks (Mahjabeen, 2008). According to 
Wydick & Kevan (2001), the provision of credit to the poor serves two purposes. First, as 
borrowed capital is invested in small enterprises, it often results in significant short-term 
increase in household expenditure and welfare. Secondly, micro enterprises credit encourages 
economic growth in the informal sector through promoting increase capitalization of 
business, employment creation, and long-term income growth.  Generally the accessibility of 
a good financial service is considered as one of the engines of economic development, the 
establishment and expansion of financial service is also one of the instruments to break the 
vicious circle of poverty (Yehuala, 2008). 

The several literatures showed that the microfinance provides financial services to support 
small businesses, poor people and low income group; and also microfinance becomes a tool 
for fighting poverty, the main findings show that few numbers of small businesses and poor 
people access microfinance service. Therefore, the accessibility of microfinance for small 
businesses has not got adequate research attention in Mogadishu, Somalia. That means there 
is a gap in literature which needed to be covered by research. Therefore, this study attempts 
to fill this gap by investigating the situations exist in Mogadishu. 
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METHODOLOGY 

This section was focused on the research techniques adopted and used for this study with the 
aim of achieving the research objectives. Survey research design is used in this study. Survey 
research design was chosen because the sampled elements and the variables that are being 
studied are simply being observed as they are without making any attempt to control or 
manipulate them and this study also was employed quantitative approach to analyze data. 
Because of this method quantify frequencies in order to describe current conditions, since this 
study investigates the accessibility of microfinance for small businesses using information 
gained from the questionnaire. Purposive sampling technique was employed in selecting the 
100 Small businesses (respondents) that constituted the sample size of the research. To 
achieve the objectives of this study, Primary data for the study were gathered by using 
structured questionnaires because of it are the main method of data collection. 
 

FINDINGS AND DISCUSSIONS 

This section was highlighted on data analysis, presentation, and interpretation. The data 
analysis and interpretation were based on the research questions as well as research 
objectives; the presentation is divided in to three parts. The first part was presented the 
respondents profile or demographic data, the second part deals with presentation, 
interpretation, and analysis of the research questions and objectives while, third part presents 
findings and discussions. 

DEMOGRAPHIC DATA  
This part presents the background information of the respondents who participated in the 
study. The purpose of this background information was to find out the characteristics of the 
respondents and show the distribution of the population in the study. Their distribution is 
established as it following table 1. 

Variables  Percentage  % 

 

Gender 

Male                                                                                                      

Female  

 

Age 

 

 

58.4 

41.6 

20-30  20.3 

31-40 14.9 

41-50 57.4 

51 above 7.4 

Marital status  

 72.3 

Married 27.7 



The Accessibility of Microfinance for Small Businesses in Mogadishu, Somalia 

Page 21 of Volume 2 
 

Unmarried  

  

Qualification  

None  25.7 

Elementary  52.5 

High school 15.9 

University level 5.9 

  

Business Experience  

1 year   14.9 

2 year   36.6 

3 year 38.2 

4 year & above 9.9 

  

Type of Business  

Electronic shops   14 

Small clothes shops  46 

Charcoal businesses  

Others                                                                                                  21  

19 

 

Gender: Findings from above table 1 indicate that different categories were involved in the 
study 58% of the respondents are male and 42% are Female, this is in difference with 
research undertaken by Ojo (2009) which states women are the most clients to the 
microfinance institutions. Because, the difference may cause environmental culture. 

Age: 20% of the respondents are at the age of 20-30; 15% of the respondents are at the age of 
31-40, 58% of the respondents are at the age of 41-50, which is the age of the majority of the 
respondents and the 7 % above 51 age. 

Marital status: Respondents’ material status was married and unmarried or single. 72.0% of 
the respondents were married and represent that the majority of the respondents are married. 
28% of the respondents are no married or single. 

Qualification: The respondents, 26% have no education at all, 53 % hold Elementary 
education, 15% of the respondents has higher school education and the remaining 6% have 
University degree. 

Business Experience: Also the table1 pointed that 18% of respondents have 1year 
experience as to the owners of small businesses, 37% have 2 years experience, and the 
respondents have 3 years experienced with 38% and 10% have above 4 years experience. 
Therefore, the majority respondents have businesses experiences among between 2-3 years. 
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Type of Business: 14% of the respondents are engaged in Electronic shops, 46% are 
engaging Small clothes shops, 19% are engaged in Charcoal business and the remaining 21% 
are doing other businesses such as Small beverage shops. This shows that majority of 
respondents are in Small clothes shops. 

DATA PRESENTATION AND ANALYSIS 

Research objective One 
The first objective of this study was to describe the requirements for Small businesses to 
access loan from microfinance institutions in Mogadishu. To achieve this objective 
Respondents were subjected to a number of questions to provide answers to research question 
one mentioned above.  

The questions administered to the respondents were aimed at investigating the respondent’s 
response towards the stated research objective. The questions include: Group lending, 
Security deposit or guarantor, Accessing microfinance service by small businesses is 
considered to be highly difficulty, Repayment capacity, Land as security, small businesses 
able to access loans from microfinance institutions, Accessing microcredit is considered to be 
an important factor that increases output of small businesses, Accessing microfinance 
program has been identified as a key element for small businesses to succeed. The results are 
presented in the following table.  

 Table 2: 

N
o 

Scale rating N. 
valid 

Mean Std. 
Deviation 

Interpretation 

1. requirements for Small businesses 
to access loan are  

    

a Individual collateral  100 1.68 .737 Agree 

b Group lending  100 3.52 .904 Disagree 

c Land as security  100 3.56 1.217 Disagree 

d Repayment capacity  100 1.88 .671 Agree 

2 Security deposit or guarantor  100 1.70 .772 Agree 

3 Small businesses able to access 
loans from microfinance 
institutions. 

100 3.53 1.087 Disagree 
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The table 2 shows the respondents asked the requirements for small business to access loan 
are “Individual collateral” with mean 1.68 and standard deviation was 0.737 in according 
range scale denotes “agree”, Also asked respondents “Repayment capacity” the mean of this 
was 1.88 and its standard deviation was 0.671, and as well respondents solicited “Security 
deposit or guarantor” by means of 1.70 while standard deviation was 0.77. There is small 
variance in respondents although, a few respondents disagreed but majority respondents were 
agreed that individual collateral, Repayment capacity, and Security deposit or guarantor are 
required in order to access loan.  

Moreover, the respondents were asked “Accessing microcredit is considered to be an 
important factor that increases output of small businesses” with mean 1.66 and standard 
deviation was 0.831 in according range scale this fall under “agree”. The respondent also 
pointed that “accessing microfinance program is one of the key element for small businesses 
to succeed” with mean 1.53 and standard deviation was 0.745 this denote respondents agree 
in regarding range scale. Therefore, the variances among respondents are too little. And 
majority respondents agreed that accessing microfinance is important to their businesses also 
they agree that microfinance services is one of the key element that businesses to success 
them.  

On the other hand the respondents disagreed that “small businesses able to access loans from 
microfinance institutions” by mean of 3.53 and its standard deviation was 1.08 in regarding to 
range scale this fall under “disagree” that mean majority small businesses not able to access 
loan because of lack of collateral and security deposit.  Respondents were disagreed the 
possibility of “Group lending” with mean 3.52 and standard deviation 1.52. The respondents 
also disagreed that requirement of Land as security is to the Small businesses by mean of 
3.56 standard deviation was 1.217 this mean majority of the respondents disagree in based of 
range scale. Group lending and land as security are not required. 

Therefore, Table 2 indicates that majority of the respondents agreed that small businesses 
have to meet some requirement in order to access loan from MFIs. In majority, respondents 
disagreed that small businesses are able to access microfinance service. 

Research Objective Two 
The second objective of this study was to examine the challenges facing by small businesses 
in accessing credit from Microfinance institutions in Mogadishu. To achieve these objective 
Respondents were subjected to a number of questions to provide answers to research question 
two.  
 

4 Accessing microcredit is considered 
to be an important factor that 
increases output of small businesses.

100 1.66 .831 Agree 

5 Accessing microfinance program 
has been identified as a key element 
for small businesses to succeed. 

100 1.53 .745 Agree 

 
Average   2.38 0.870 Agree 
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The questions administered to the respondents were aimed at investigating the respondent’s 
response towards the stated research objective. The questions include: Individual Collateral, 
Repayment period/time, interest rate asked from borrowers, Group lending, Lack of access to 
credit by the poor just below or just above the poverty line may have negative consequences 
for Small businesses; Banks are frequently reluctant to support poor people those want to 
expand their businesses with a loan, Accessing  microfinance service by small businesses is 
considered difficulty, and Access to financial services by smallholders is normally seen as 
one of the constraints limiting their benefits from credit facilities, and Micro finance 
programs include lack of small amounts of capital paid back within a short time frame. The 
results are presented in the following table.  

Table 3 

 

Table 3 shows that majority of the respondents agreed that the challenges small businesses 
facing to access loan are “individual collateral” with mean 1.81 and standard deviation was 
0.720, and “Group lending” with mean 3.51 and its standard deviation was 1.004,  in 
accordance to range scale this under fall “agree”. On the other hand, respondents disagreed 
only the “interest” by mean of 3.57 and standard deviation was 1.057 under range scale 
however, majority respondents were disagreed interest as challenge because respondents said 
they are not asked to pay interest for the loans they receive. Also respondents asked that 
“Repayment period/time” as challenge facing them with mean of 2.37 and its standard 
deviation was 1.002 “agree” in according to scale.  



The Accessibility of Microfinance for Small Businesses in Mogadishu, Somalia 

Page 25 of Volume 2 
 

Also respondents were asked “Access to financial services by smallholders is normally seen 
as one of the constraints limiting their benefits from credit facilities” by mean of 2.21 and its 
standard deviation was 0.902 this falls under “agree” in according to scale of the study. “Lack 
of access to credit by the poor just below or just above the poverty line may have negative 
consequences for Small businesses” with mean 2.28 in according to range scale means 
“agree” and while standard deviation was 0.925 there is little variance, “Banks are frequently 
reluctant to support poor people those want to expand their businesses with a loan” with 
mean 2.28 regarding to range scale means agree and while standard deviation was 0.925  
there is slight variance  among respondents to their perceptions,  

Respondents were also asked that “Micro finance programs include lack of small amounts of 
capital paid back within a short time frame” by mean of 1.98 and its standard deviation was 
0.752 this denotes that respondents were agree in regarding to range scale of the study, 
“Accessing microfinance service by small businesses is considered to be difficulty” they 
“agreed” that with mean 2.02 and its standard deviation was 0.778. However, majority 
respondents agreed that accessing microfinance services are difficult. 

Thus, Table 3. that majority of the respondents agreed that small businesses are facing 
challenges to access loan from MFIs. Also respondents agreed that most small businesses are 
difficult to access loan from microfinance institutions.     

FINDINGS 

The main findings of this study after data analysis and interpretation, researchers identified 
that most small business have to meet some requirements so as to be access loan capital from 
MFIs. Also the researchers describe majority small businesses are not able to access 
microfinance service.  

Also the researchers revealed that Small businesses in Mogadishu are facing challenges to 
borrow money from MFIs and this results many small businesses to demise soon or may not 
be started due to lack of ability to overcome the challenges. Due to the above mentioned 
challenges, small businesses are difficult to access loan from microfinance institutions. 

DISCUSSION  

The first objective of this study was to describe the requirements for Small businesses to 
access loan from microfinance institutions in Mogadishu. Data analysis and interpretation 
revealed following findings under this objective. Based on analysis of chapter four, majority 
of the respondents reported that the requirements for small business to access loan MFIs are 
Individual collateral, Repayment capacity, Security deposit or guarantor also reported that 
respondents. Respondents also described that accessing microcredit is considered one of the 
important factor that increases output of small businesses. Finally, respondent also pointed 
that accessing microfinance program is one of the key element for small businesses to 
succeed and they agree them.  

This mean requirement that MFIs imposed to the small businesses cannot meet, and this 
reduces the beneficiaries of the program like poor people and small businesses. In order to 
access financial services provided by MIFs need to moderate requirement in order to access 
their services to small businesses.     

According to the information from World Bank sub-branch office, property collateral and 
rigid lending requirements were not used directly in the disbursement of institutional loans to 
small businesses. Since the poor people shall not be required to avail any collateral. This 
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report issued the World Bank pointed that low income groups not required any collateral, 
because poor people not able these requirements. According to Hossain (1988), the Grameen 
Bank experience shows that most of the conditions imposed by formal credit institutions like 
collateral requirements should not actually stand in the way of smallholders and the poor in 
obtaining credit the poor can use the loans and repay if effective procedures for disbursement, 
supervision and repayment have been established. 

The findings is line with  Provident & Zacharia (2008), state that majority of the poor people 
and small businesses do not access microfinance services loans because they lack guarantors, 
assets, businesses, salaried employment, savings account in banks, ability to make pre-loan 
weekly deposit on special savings account which are required as collaterals.      

Therefore,  the findings is in line with Ojo (2009) that states Microcredit is a component of 
microfinance and is the extension of small loans to small businesses, who are too poor to 
qualify for traditional bank loans. As well Ojo stated that MFIs provide the lending with 
some requirements that small business must meet. Thus due this requirements, small business 
in Mogadishu cannot meet the requirements to access loans such as Security deposit or 
guarantor and individual collateral. 

The second objective of this study was to examine the challenges facing by small businesses 
in accessing credit from Microfinance institutions in Mogadishu. Data analysis and 
interpretation revealed following findings under this objective. Based on analysis of chapter 
four, majority of respondents reported that that the challenges small business face to access 
loan MFIs are  Lack of access to credit by the poor just below or just above the poverty line 
may have negative consequences for Small businesses, Banks are frequently reluctant to 
support poor people those want to expand their businesses with a loan, Micro finance 
programs include lack of small amounts of capital paid back within a short time frame, 
Access to financial services by smallholders is normally seen as one of the constraints 
limiting their benefits from credit facilities, Repayment period/time, Group lending. 
On the other hand, respondents were disagreed only the “interest” as challenges because 
respondents said they were not asked to pay interest for the loans they receives. Respondents 
agreed the individual collateral as a challenge that small businesses face. 
 
As of the interpretation of these findings, researchers identified that the challenges facing 
small business to access loan from MFIs is existing and have effect on the entrepreneurs’ 
willingness to borrow money from MFIs. Therefore  the findings of this study are in line with 
Ojo (2009) that states small business are very zealous to have money borrowed from MFIs if 
there is no rigid challenges and requirements. Also respondents reported that accessing 
microfinance service by small businesses is considered of the constraints that small 
businesses faced. That is why the accessing of these services consider as difficult. 

CONCLUSIONS 

This study investigated the accessibility of microfinance for small businesses in Mogadishu. 
It was intended to describe the requirements for Small businesses to access loan from 
microfinance institutions and to examine the challenges facing by small businesses in 
accessing microfinance services small and medium sized enterprises in Mogadishu.         

This was in relation to the difficulty of access and challenges have to loan from financial 
institutions, such as MFIs, constitute a great setback to small businesses in Mogadishu. The 
results obtained in this study showed that the requirements for small business to access loan 
MFIs are Individual collateral, Repayment capacity, Security deposit or guarantor. 
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The finding showed how small businesses in Mogadishu face some requirements to have an 
access to borrow money from Microfinance institutions. Also the findings revealed that the 
requirements hinder the possibility of borrowing money from microfinance institutions so as 
to start, run or expand small businesses. It is because of the fact that small business owners 
cannot meet the requirements set by the Microfinance institutions.  
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ABSTRACT 

 
Organizational commitment continues to be one of the most commonly researched subjects as 
it has substantial effects on job performance, turnover, and consequently on organizational 
performance. This study delineates the notion of faculty members’ organizational 
commitment in the Lebanese higher education sector, and how faculty members can exert 
more commitment and devotion towards their academic institutions. It is attested that 
committed faculty members show enormous work motivation and loyalty, hence this study 
will decrypt the nexus between the organizational strategic goals and how it is echoing on the 
faculty members’ commitment.   
 
Keywords:  Job satisfaction, Lebanon, Job performance, Organizational commitment, 
Affective commitment, normative commitment, Continuance commitment. 
 

INTRODUCTION 

 
During the past twenty years, the academic sector in Lebanon has been through enormous 
development. Since the last two decades, the higher education sector in Lebanon has been 
through massive growth and campuses penetration; never the less a dilemma emerged on the 
surface: are the faculty members showing an effective organizational commitment towards 
the academic institution they are working in? 
 
It is depicted that committed faculty members show enormous work motivation and loyalty 
(Harshbarger, 1989). Nevertheless, no previous studies have covered the Lebanese faculty 
members’ subject in relevance to their organizational commitment. The primary objective of 
this paper is to link organizational commitment as an organizational behavior factor to 
Lebanese university professors’ commitment. In addition, this paper tackles the need of the 
organizations as academic institutions to emphasize faculty‘s organizational commitment and 
the focal requirement of effective, motivated faculty members.  
 
This paper is divided into sections that address the themes and functions of organizational 
commitment. Before exploring further in the notion of organizational commitment, the 
component of organizational commitment and how it can be applied and implemented, this 
paper will present a brief background of the Lebanese religious, cultural, demographic, and 
academic environment.   
 

 

 

LITERATURE REVIEW 
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Background about Lebanon 
 
Lebanon, a “bridge between the East and the West”, “ground of Islamic - Christian dialogue”, 
and “Crossroads of civilizations” are some of many jargons that indicate the multicultural 
variety of the Lebanese society. 
 
As stated by the Lebanese constitution, Lebanon is the only non-Muslim country of the 
twenty-two Arab countries. Consequently, Lebanon is considered as a “Bi-religious” reality. 
Each of the Muslim and Christian communities, which form the Lebanese religious body are 
divided into sub-communities. In addition, French and English are the two official languages 
in Lebanon; hence they standardize two cultures in Lebanon; the French and the Anglo-
Saxon respectively. 
 
Constitutionally, there is no official religion in Lebanon; eighteen “historical” religious sects 
are officially recognized in Lebanon, where the community law plays an essential role in the 
Lebanese constitution. These eighteen religions share different beliefs, traditions, and 
national patriotism perspectives, in which the religious affiliation reflects the political 
diversity. 
 
Therefore the Lebanese compatriots, being from different religions, have preserved different 
sub-communities and have passed through different historical paths. The Greek-Orthodoxies 
are considered as the inheritors of the Byzantine Empire, the Sunnites as the depositaries of 
the Arab Sunnites empires (Omayyad, Abbasside and Ottoman). Therefore, those two 
communities are the successors of the Muslim and Christian Oriental empires. The other 
communities are considered as persecuted minorities in the Orient by those same empires, 
and have established connections with both the Occident (Druzes with Maronites) and the 
Muslim empires outside the Arab Sunnite world as the Shiites with the Persians. 
 
As for the cultural diversity, Lebanon has a unique characteristic within the Arab World, as it 
is influenced by the French and Anglo-Saxon culture (Western Individualism) and the Orient 
culture (Collectivism). In addition to the domestic Lebanese community, a factor has to be 
taken in consideration: the Lebanese immigrants living abroad in United States, Canada, 
Australia, Brazil, and Africa. These immigrants found an enormous source of influence, 
skills, and cultural differences to their native country upon their return to Lebanon from their 
diaspora. 

 
Besides, in regards to the higher education sector, there is only one public university in 
Lebanon, the Lebanese University. As for the private sector; there are forty-one private 
universities and institutions, several of which deliver a grandeur academic quality and the 
most prestigious education in the region, of which several are internationally recognized 
(Ministry of Higher Education, 2012). The Lebanese population counts four million people 
(CIA, 2012). Hence, if we set a mathematical calculation with respect to the Lebanese 
population, we will infer that for every 96000 people in Lebanon there will exist one 
university to offer educational services. Consequently, Lebanon is rated from the highest rate 
of education per capita (World Bank, 2009). Even more, according to the United Nations 
Development Program the Lebanese public expenditure on education is 1.8 percent of GDP. 
(UNDP, 2011). 
 
The concept that commitment is essential for the apprehension of organizational and 
professional goals mainly in the academic institutions organizations has remained 
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unexploited by researchers. Thus, In order to understand the nature of faculty members’ 
organizational commitment, we have to take in consideration all of the aforementioned 
factors in the Lebanese geopolitical volatility such as religion, educational degrees demand, 
political affiliation, cultural diversity, communities, and access to abroad western higher 
education degrees. Multi-demographical key variables and organizational variables, which 
will be discussed later play a critical role in sustaining the universities faculties’ 
organizational commitment; never the less, the universities are error prone when it comes to 
just aggregating quantitative faculty members rather than qualitative faculty members. Hence, 
do the academic institutions offer the right training and development program to kindle 
faculty members’ motivation and commitment? Consequently, all these tasks depend on an 
effective human resource management strategy that should be designed tested and 
implemented in academic institutions. 
 
Organizational Commitment 
The term “Lebanese Paradox” is often heard as to verify this endless search for the Lebanese 
cultural identity. Hence, antecedent research investigated how the Lebanese paradox identity 
as an individual labor asset varies by organizational productivity, job satisfaction, employee 
self-development, and organizational commitment. 
 
In today’s contemporary business environment, firms confirm that individuals are their 
inimitable assets and employees should be considered as an endowment from the labor 
market to every single firm. Here, theorists had inferred that organizations are structured by 
three main paradigms: (1) organizations are social systems, which activities are ruled by 
social work laws and psychological laws; (2) organizations are formed based on the common 
interests, through which management and employees work in collaboration to achieve 
organizational objectives and individuals goals respectively; (3) and organizations endeavor 
to recruit and maintain good employees through ethical and ineffable stable job environment 
(Davis & Newstrom, 2007). 
 
Organizations prosperity depends on having a solid and secure talented workforce, which can 
add value to the organizations operations and structure. Therefore, to conquer these priorities, 
organizations had renovated the role of an effective human resource management strategy. 
Human resource management functions in the business operations had ebbed and flowed over 
the 1960’s and 1970’s, personnel department in organizations were often observed as the 
health and happiness crews (Decenzo & Robbins, 2010) specialized in planning picnics, 
scheduling vacation, enrolling workers for health care coverage, and planning retirement 
parties. Today’s human resource strategy mission is to attract, train, develop, and retain 
employees who fit in a congruent business environment to achieve productivity, labor 
proficiency, job satisfaction, in addition to job commitment. 
 
Many researchers had concluded that organizational commitment has continued to be a 
subject of attention from the time when it was introduced in the early 1950s to the field of 
organizational behavior (Baruch, 1998; Aryee & Heng, 1990; Meyer & Allen, 1990). 
Organizational commitment can lean into enriched performance, organizational efficiency, 
low turnover and low absenteeism. (Meyer & Allen, 1997; Mowday, 1998). 
 
There exists a wide selection of literature related to antecedents and consequences of 
organizational commitment. Lack of organizational commitment has been linked to such 
epidemic barren behaviors, such as tardiness, absenteeism and turnover. Furthermore, 
organizational commitment has been also associated with increased productivity and 
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organizational effectiveness (Buitendach & de Witte, 2005); employees will show better 
commitment if they are self-satisfied with their work. On the other hand unsatisfied workers 
with negative attitude will eventually either drop out from the organization or propagate a 
harmful atmosphere in which it might lead to an organizational cultural decadence. 
 
Consequently, firms’ endeavor in the current business environment is to mitigate the loss of 
human asset, and to sustain the employees’ organizational loyalty; in return, employees need 
the right intrinsic and extrinsic restitution. For this purpose, organizational commitment is 
extensively illustrated in the management and behavioral sciences literature as a major factor 
in the connection between individuals and organizations exchange relationship.  
 
Components of Organizational Commitment 
Mowday and colleagues (1982) defined the concept of organizational commitment as “…the 
relative strength of an individual’s identification with and involvement in a particular 
organization”. Reichers (1985) made a distinction between two schools of thought: 
Psychological (or attitudinal) and Behavioral commitment. Consequently, Allen and Meyer 
refer to this as Affective and Continuance commitment respectively. Even more, the concept 
of organizational commitment was more illustrated by Meyer & Allen (1997) as different 
from other organizational behavior functions such as job satisfaction, occupational 
commitment, job involvement, career salience, work group attachment. 

 
Definition of Organizational Commitment is to consist of three components: 
 

a. Affective Commitment:  is generated as the outcome of accumulated an employee 
experience that satisfies the employee’s need to feel physically and psychologically 
comfortable in the organization. Affective Commitment, which was best presented by 
Porter and his Colleagues (Mowday, Steers & Porter, 1979) inferred that affective 
commitment is positively related to organizational citizenship behavior; which is 
defined as behavior that goes beyond what is expected on the basis of the formal 
employment contract.  

 
b. Continuance Commitment: can be concluded as the cost-based commitment, in which 

employees become aware of the costs that are related of leaving the organization such 
as pension benefits and seniority. Thus employees who have solid continuance 
commitment to an organization will evolve within the organization because they 
believe they have to do so. Fearing the loss of retirement benefits, pension, and 
seniority is foreseen as a mechanism for developing continuance commitment that in 
return can be related to Hofstede uncertainty avoidance theory of cultural dimensions.  
 

c. Normative Commitment: which states that employees become committed to the 
organization because they believe it is the moral or “right” thing to do (Allen & 
Meyer, 1990; Scholl, 1981). Normative Commitment is observed as an employee 
ought to stay with an organization if that firm has invested resources in developing, 
training, and enriching the employee qualification. Consequently the employee will 
feel he ought to stay with the organization as a moral restitution for the debt. 

 
 
 
Variables associated with the components of organizational commitment 
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In this paper, it is noticed that organizational commitment literature inferred an enormous list 
of demographical variables that are associated with commitment. Those variables include 
personal characteristics such as age, seniority, gender, status, and educational level. 
(Thornhill, Lewis & Saunders, 1996) 
 
In addition to the demographical condition associated with organizational commitment, there 
exists the bond between organizational commitment and job satisfaction. We cannot tackle 
the subject of organizational commitment without mentioning job satisfaction as it has a 
tremendous effect on employees’ commitment. Even though the classical theories of 
organizational behavior state that job satisfaction is antecedent to organizational commitment  
(Bagozzi, 1980;Mathieu & Hamel, 1989), other researchers believe the opposite (Bateman & 
Strasser, 1984; Wong, Hui & Law, 1995). 
 
To elaborate more in job satisfaction and how it is linked to organizational commitment, job 
satisfaction is considered as an attitudinal variable measuring the level to which employees 
like their jobs and the diverse features of their jobs (Spector, 1997; Stamps, 1997). Job 
satisfaction is linked to higher job performance, enhanced motivation, and lower rates of 
absenteeism (Begley & Czajka, 1993; Chiu, 2000). In order to understand job satisfaction, it 
is important to comprehend what motivate people at work; satisfaction has to do with 
organizational variables such as the content of the job itself. This is related to the following 
characteristics: skills variety, job autonomy, task identity, task significance, and feedback. 
 
Consequently, linking organizational commitment to job satisfaction with such 
demographical factors such as age, gender, status, educational level, seniority, and religion 
can be considered as a cause –effect relation. Furthermore, there exist organizational and job 
characteristics that are stipulated by some theorists where it may lead to organizational 
commitment and job satisfaction at work. Among the organizational variables are autonomy 
of job, feedback, and role stress (Steers & Braunstein, 1976; Steers, 1977). In addition, there 
exist the leadership style participation in decision-making (Morris & Sherman, 1981; 
Eisenberger & Huntington, 1986), affiliation, absenteeism, turnover (Stumpf & Hartman, 
1984), and the will to stay (Steers, 1977; DeCotiis & Summers, 1987). Hence, all these 
aforementioned factors play a subsequent element in studying job satisfaction and in return 
will lead to organizational commitment. 
 
Figure 1: Faculty Members’ Organizational Commitment Framework 
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Faculty Members’ Commitment 
The concept of faculty commitment in the academic institution has been a phenomenon of 
ongoing interest to researchers. Reichheld (1996) and Pfeffer (1998) concurred that 
organizations that practice a policy of increasing employee commitment can achieve a 
competitive advantage over other organizations that disregard such strategy. Therefore, we 
can conclude that with a fattened commitment strategy implemented by academic institution, 
faculty members are satisfied within their organization. Hence, they will demonstrate 
devotion towards the organization. As fulfilled employees tend to stay with an organization, 
the latter will save expenses on recruiting and training new employees as loyal employees 
retain within the organization.  

 
As mentioned earlier, the primary goal of this paper is to understand the mechanism of 
Lebanese faculty members’ commitment to the academic institutional goals and enhancing 
job performance. Lebanese faculty members employed by academic institutions from 
different fields can show enormous commitment depending on different demographical and 
cultural variables mentioned before in this paper. Furthermore, the academic institutions can 
enhance employees’ organizational commitment based on different organizational factors by 
designing a clear job analysis, autonomy of the job, job enrichment, job engagement, and 
offering training and development programs. 

Thus, critical researches questions shall be raised regarding the Lebanese faculty commitment 
and include the following points of inquiry: 

1- Can such a commitment be correlated to academic institutional strategic goals?  
 

2- Can faculty members’ commitment be linked to an effective job analysis, designating 
the right job description and job specification? 
 

3- Is faculty members’ commitment influenced by various personal and demographic 
variables, such as gender, religion, educational level, and age? 
 

4- Is faculty members’ organizational commitment influenced by various job 
characteristics and institutional qualities such as job enrichment, job enlargement, 
skill variety, task identity, task significance, autonomy, self-achievement, feedback, role 
stress relationships and participation in decision-making? 
 

5- What is the relationship between organizational commitment and job satisfaction with 
respect to job performance? 

 
Many theorists have studied and researched the subject of faculty commitment. Harshbarger 
(1989) has clarified factors that differentiated highly commitment from less commitment 
faculty members. Hence, Harshbarger has inferred that faculty commitment is influenced by 
jobs autonomy. Moreover, faculty members who perceived congruence between their 
personal values and goals and the institutional ones reported higher level of commitment, 
while faculty members who felt incongruence between their values and goals contrasted by 
the values of their institution reported lower levels of commitment. (Harshbarger, 1989) 
 
In order to correlate the Lebanese faculty commitment to Harshbarger’s observation, it is 
surmise that the objective between achieving marketing and financial organizational goals 
tend to deteriorate faculty’s commitment; contrasted with enriching and enhancing faculty’s 
own academic primacies through job autonomy, research, and task significance. Almost forty 
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percent of the Lebanese private universities and institution has been established since the 
1990’s. Therefore, this has led that these institutions’ strategic goals are toward quantitative 
focus rather than qualitative focus of students’ count, and more into market penetration 
through diffusely organized campuses in Lebanon and the region. Thus, faculty members’ 
commitment will vary widely between different organizational commitments mentioned 
before as affective commitment, continuance commitment, and normative commitment. A 
fading training and development program, enriching job characteristics, and effective reward 
system will lead faculty members into a materialistic system of restitution, especially with 
such a massive number of universities in Lebanon rather than an effective commitment based 
on normative commitment.   

Moreover, faculty commitment tends to increase when its members perceive that the 
institution is offering a supportive intellectual environment and an affective remuneration 
system, (Neuman & Neuman, 1990) which is the case of many Lebanese faculty members.  
Hence, this can be linked to Allen and Meyer normative and continuance organizational 
commitment. Consequently, it can be associated to the Lebanese faculty members’ normative 
commitment and continuance commitment where with such an academic strategy, faculty 
members’ job satisfaction can be enhanced and lead to academic commitment. 

Therefore, faculty members will be in a dilemma between the organizational short-term and 
long-term strategic goals. To focus on enriching the caliber of the current institutions’ faculty 
asset, academic institutions need administrational agility and human resource innovation, 
which in return will enhance commitment of faculties perceiving institutions offering such a 
culture. Never the less, institutions showing an interest in marketing penetration and 
qualitative count of students’ enrollment as strategic goals might alienate the faculty 
members’ commitment and loyalty due to the different employment opportunities by various 
academic institution with encouraging restitutions, teaching in different universities for multi 
number of courses.  

Through the aforementioned observation of commitment, it is fundamental to clarify the 
relationship between individuals and organizations. The diagram below summarizes the 
concept of individuals’ and organizations’ mutual relationship and the arbitrating link of the 
Exchange relationship between the two polar ends. 
 
 
Figure 2: Individuals and Organizations Exchange Relationship 
  

    
 
 
 
Consequently, this bipolar relationship involves on one end, the group whose priority is 
conquering individual needs, and on the other end the organizations target to sustain and 
accomplish organizational objective in which a win-win situation shall be conquered through 
mediating exchange link. (Argyris, 1957) 
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CONCLUSION 

Even though, the above-mentioned observations offer such a vivid picture regarding 
symptoms of Lebanese faculty members’ organizational commitment. A remarkable subject 
such as the Lebanese faculty members’ commitment needs much more research and study to 
acquire relevant literature covering the Lebanese current academic sector. 

This paper reflects critical importance to both the faculty members and the academic 
institutions. Hence, with such a higher education academic sector magnitude in Lebanon, 
universities must apply a pervasive motivating employee culture strategy. Therefore, it is 
noticed that the success of such universities depend on innovative human resource strategy 
that invest in committed, mercurial faculty members who can adapt and maneuver with 
respect to the organizational strategic goals.  
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ABSTRACT 

The literature demonstrates that the long-term success of firms depends on their maintaining 
consumer satisfaction because a satisfied customer repurchases from the same firm. Retaining 
customer satisfaction, however, requires that firms continually develop their product features 
to reflect changing consumers’ preferences, especially in the high-technology field where 
consumers prefer to have advanced technology to sustain a competitive position. As a result, 
the product itself could cause consumer switching if the product features that are important to 
consumers do not embrace new technology. This paper presents a theoretical framework that 
explores brand switching of high-technology products. The framework components were 
selected through an intense review of the literature. This study is important because most of 
the extant literature on brand switching focuses on consumers in highly competitive markets, 
while there is little understanding of the antecedents of switching in business markets, 
especially in markets for high-technology products. 
 
Keywords: brand switching, high technology products, product design, switching decision, 
Lebanon. 
  

INTRODUCTION 

The long-term success of firms depends partly on retaining their customers because satisfied 
customers are likely to repurchase from the same supplier, thus decreasing customer 
recruitment costs for the supplier (Mittal et al., 2005). Retaining user satisfaction, however, 
requires that firms continually improve their product features to meet changing preferences, 
especially in the high-technology fields, where access to the latest features can help users 
sustain a competitive position (Pae and Hyun, 2006). Brand switching is critical because it 
can reduce the market share of a firm and make it expensive to gain back customers (Zins, 
2001). It is essential, therefore, for product managers of high technology devices to determine 
the antecedents that underpin brand switching, so that they can define the appropriate product 
features.  
 
The literature reports substantial research that explores brand switching. However, most of it 
focuses on mass-market consumer goods where switching costs are generally low (Low and 
Johnston, 2006; Wathne et al., 2001). However, there is a paucity of knowledge about this 
behavior for high technology, where switching costs are high. Variables used to explain this 
behavior can be classified under three major categories: marketplace characteristics, 
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interpersonal relationships, and consumer characteristics. However, the influence of product 
design on consumer switching behavior is rarely discussed (Al-kwifi, 2011), and because of 
the resulting lack of knowledge we have little understanding of the consequences for theory 
and practical implication. This research aims to explore further the influence of product 
design on switching behavior for high technology medical imaging products, with users 
facing numerous implications and significant costs at each step of the purchasing process. 
 
The product design concept is widely used in product innovation and marketing literature. 
The product innovation literature emphasizes the importance of product design features in 
achieving high market performance (Chang and Hsu, 2005), and the user-oriented product 
design for optimal combination of product features (Lai et al., 2006). The marketing literature 
explains the need to take consumer preferences into consideration to create a successful 
product design (Srinivasan at al., 1997), and the influence of product design on consumer 
choice (Fuente and Guillen, 2005; Bloch, 1995). In previous studies, product design has been 
used to refer to product features, characteristics, and functionalities.  
 
The resource based view (RBV) of the firm argues that firms possess resources that are 
heterogeneously distributed across firms (Wernerfelt, 1984), and that the differences in 
resources persist over time. These resources are valuable and unique for each firm and lead to 
the creation of competitive advantage. However, the RBV does not adequately explain how 
firms achieve competitive advantage in conditions of rapid and unpredictable change. 
Therefore, the dynamic capabilities theory has emerged to explain how firms respond to 
highly dynamic environments to maintain competitive advantage (Teece et al., 1997). 
Previous research on dynamic capabilities shows that timely responsiveness and flexible 
product innovation, coupled with management capability, are essential to coordinate and 
redeploy internal and external competences effectively and to deliver marketable products 
that successfully meet buyers’ demands (Eisenhardt and Martin, 2000).  
 
If the previously adopted technology by a buying organization is slow in meeting its strategy 
to secure a competitive advantage, the organization will try to obtain a new technology that 
helps it achieve its objectives efficiently and effectively. Hogan and Armstrong (2001) show 
that technology switching to a different supplier means replacing the old resource with a 
more valuable one to achieve a competitive advantage. Wang and Ahmed (2007) indicate that 
maintaining a competitive advantage requires renewing and reconfiguring resources and 
capabilities in response to technological changes in the external environment. This argument 
shows that switching to a better technology to renew the internal capabilities and preserve 
high organizational performance can be explained by the dynamic capabilities theory. 
 

LITERATURE REVIEW 

When consumers switch from one product to another they are clearly indicating either that 
the product is no longer satisfying their needs or that another product being offered by a 
competing firm is more attractive (Xavier and Ypsilanti, 2008). Consumer switching means 
that customers abandon one service provider or business supplier for another (Garland, 2002). 
Most research has shown that customer retention plays a vital role in both increasing a firm’s 
revenues and reducing costs. Peters (1987) shows that it is more profitable to retain a 
customer than to attract a new one; that acquiring a new customer costs five times as much as 
retaining an existing one. According to Bolton and Lemon (1999), existing customers have a 
greater usage of a firm’s services or products than would new customers, a fact that 
automatically increases market share and hence increases firm revenue. 
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In addition, continuing customers are less price-sensitive than new customers would be 
(Keaveney, 1995), and are less expensive to serve (Ganesh et al., 2000). Continuing 
customers also have a greater tendency to generate positive word-of-mouth comments on a 
firm’s products and services and a higher tendency to resist the persuasive arguments of 
suppliers (Dick and Basu, 1995). A positive word-of-mouth attracts new customers and 
reduces the costs of attracting them by other means (Keaveney and Parthasarathy, 2001), 
constituting a major cost-cutter for the firm. In addition, loss of an existing customer may 
generate negative word-of-mouth comments or damage a firm’s good reputation or even a 
firm’s brand image – all leading, perhaps, to a reduction in the firm’s future chances of 
acquiring new customers or to an increase in the costs of doing so (Lopez et al., 2006). For 
those reasons, it is vital that a firm understand the reasons behind the switching decisions of 
its clients – whether those clients be consumers or businesses – in order to build a successful 
buyer-seller relationship. 
 
Switching Catalysts in Buyer-Seller Relationship 
A switching catalyst is a factor that leads consumers to dissolve a relationship with an 
existing supplier. Literature studies have continually studied the reasons that make 
dissatisfied customers switch their service providers (Stewart, 1998; Colgate and Hedge, 
2001). According to Antón et al. (2007), consumers can be motivated to switch suppliers for 
the following reasons: poor quality of a supplier’s product or service; a perception of low 
commitment to or interest in the consumer by an organization; a perceived unfair price; and a 
serious disagreement. However, it is worth noting that certain factors such as unfair price and 
a conflicting incident have a greater effect on the switching action than poor quality and low 
commitment. Being knowledgeable about alternatives available in the market strengthens the 
switching intention if quality is poor; similarly, the more highly involved consumers are more 
likely to switch when they perceive that the organization’s commitment to the consumer has 
deteriorated. 
 
In a study on the buying practices of telecommunications consumers, Xavier and Ypsilanti 
(2008) revealed that consumers’ awareness of alternative providers of services is of primary 
importance, being a major catalyst in the switching behavior of consumers. In a study on 
Chinese bank customers, Clemes et al. (2010) found  seven key factors that influence the 
switching behavior of consumers: switching costs, price, service quality, reputation of service 
provider, effective advertising competition, distance away from service provider, and 
involuntary switching such as moving houses or changing jobs. 
 
Several studies have also been conducted to study the effect of switching barriers on reducing 
a dissatisfied consumer’s desire to leave an existing service provider (Jones et al., 2000, 
2002; Burnham et al., 2003), making them continue to purchase from their existing supplier. 
Dissatisfied consumers may decide to stay with an existing service provider due to high 
switching costs (Gronhaug and Gilly, 1991; Kim et al., 2006). Similarly, Valenzuela, F. 
(2010) concludes that the emergence of “punitive switching barriers,” such as creating high 
exit fees, plays a significant role in preventing dissatisfied customers from switching to 
another service provider. 
 
According to Jones et al. (2002), switching costs can be segmented according to the 
following: (1) lost performance costs, referring to the perception regarding the existing 
benefits that might be lost upon switching; (2) uncertainty costs, referring to the perception 
that the switching will induce lower performance; (3) pre-switching search and evaluation 
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costs, referring to the time and effort spent to gather information pertaining to the switching; 
(4) post switching behavioral and cognitive costs, referring to the time and effort spent on 
learning the new product or service; (5) set-up costs, referring to the time, effort and money 
given to the new supplier to implement the change; and (6) sunk costs, referring to the 
perception of lost investment and costs already incurred in the existing relationship. Jones et 
al. (2002) found that lost performance costs is the factor that influences switching the most.  
 
Switching barriers studied by various researchers also include the following: effect of 
availability and attractiveness of alternatives (Bendapudi and Berry, 1997); relationships 
between the buyers and sellers (Colgate and Danaher, 2000); inertia (White and 
Yanamandram, 2004); service quality (Bell et al., 2005); and service recovery (Durvasula et 
al., 2000). According to White and Yanamarandam (2007), increasing the switching costs and 
reducing the consumers’ perception of the attractiveness of alternatives could be crucial 
elements in creating switching barriers for an existing supplier.  
 
In the business to consumer services industry, a study by Valenzuala (2010) on retail banking 
customers revealed a total of five factors of importance for measuring switching barriers. 
Three of the factors – organizational credibility, value congruency, and relational value – are 
associated with positive or reward-based switching barriers; and two – difficulties of 
switching and lack of attractive alternatives –are associated with negative or punitive 
switching barriers. In addition, Barry et al. (2008) have proved that relationship quality 
(applying mostly to business-to-business relationships) is a major barrier to consumers’ 
ability to switch from one supplier to another. Relationship quality can be attained through 
building value over time; promoting buyer confidence; and striving to exceed customer 
expectations. Upon building such a relationship, one creates switching costs that play a huge 
role in prohibiting businesses from switching suppliers. 
 
Bell et al. (2005) have concluded that when consumers have expertise in their field of 
interest, they are better at evaluating different products and have a higher tendency to switch 
to those that yield higher proceeds. According to Yen et al. (2011), perception of a supplier 
firm, willingness to customize for buyer, and effective communication provided by the 
supplier, play a significant role in building trust between the supplier and the buyer and, 
hence, increases switching costs. Although the research conducted on the B2B relationships 
is much less extensive than that conducted on B2C relationships (Lam et al., 2004), several of 
the barriers that apply to B2C can be applied also to B2B relationships (Durvasula et al., 
1999).  
 
The Role of Product Design as a Switching Catalyst 
As already discussed, researchers have continuously studied the reasons – whether they be 
related to the marketplace (alternatives in the market, switching costs…) or to the relationship 
between the buyer and the seller (relationship quality, trust…) or even to the characteristics 
of the buyer himself (inertia, expertise…) – why consumers switch from one product to 
another, regardless of whether those consumers are individuals or businesses. However, little 
emphasis has been placed on the role of product design in the switching process (Al-kwifi, 
2011). 
 
Although “product design” is an engineering concept that refers to the processes involved in 
implementation and to the effects of those processes on the final outcomes, from a marketing 
perspective  it refers to the innovative part that is included in the “making of” the final 
product or service, which strives to add value to the end-consumer. According to Strandvik et 
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al. (2012), suppliers should strive to fully comprehend the “value generating processes” of 
their consumers so that they can better understand the logic on the perceptions of value 
drivers, which in turn enables suppliers to create what is perceived by consumers as an 
“innovative – valuable product/service.” From a broader perspective, consumers are usually 
confronted by various competing products in the marketplace, each product having unique 
features. However, if design initiatives of products are not implemented effectively from the 
start, then those products will not appeal to consumers, thereby forcing the consumers to 
switch to products that have implemented the product design concepts.  
 
From a B2C perspective, some researchers studied the effect of product design attributes on 
the switching decisions of the consumers. For example, Bansal et al. (2005) studied the 
“attractiveness of alternatives”; Van Trijp et al. (1996) studied the “perceived differences 
between brands”; Bayus (1991) studied “product value”; Na et al. (2008) studied “product 
design attributes versus brand equity”; and Jianping and Murray (2010) studied product 
attributes in terms of “form and function” and explored how they affect the switching 
behavior of consumers. From a B2B perspective, a limited number of marketing studies have 
placed emphasis on the role of product design: Mazumdar (1993) studied the importance of 
“value engineering,” which is based on offering the attributes that satisfy the needs of the 
consumers in the most efficient and effective way possible; and Al-kwifi (2011) studied the 
influence of “product features and product variety” on buyer switching behavior.    
 
Theoretical Model Of Buyer Switching Of High-Technology Products 
Although research on product design has focused mostly on innovative initiatives to make 
products more appealing to consumers, the effect of product design on switching behavior 
has been rarely mentioned (Al-kwifi, 2011). In this research, we discuss product design’s role 
in the switching process between brands. The description of “product design” used in this 
research is similar to the design studied by Al-kwifi (2011), who characterizes product design 
by product features and performance. 
 
In this study, we adapted a model similar to that used by Al-kwifi (2011), which was used to 
study the switching behavior of lead users of Magnetic Resonance Imaging industry. In his 
model, Al-kwifi (2011) used a comprehensive model (with eleven variables) to capture the 
unique situation that reflects the lead user’s case. In our study, however, we use a simplified 
model (with six variables) to study the case of general users of high-technology medical 
imaging products. The simplified model was adapted using information gathered by 
interviewing many technology users. 
       
Research Model and Hypotheses 
Product features. Product features and their performance are considered the most important 
aspects in building a buyer’s competitive advantage (Al-kwifi, 2011). And given that high 
technology markets, such as that for medical imaging devices, are constantly changing, 
buyers are continuously evaluating the features and performance of their existing products 
and assessing whether other products with wider features and performance are able to 
improve their market position and help them gain a competitive advantage (Al-kwifi, 2013). 
For this reason, the availability of products with wider features and high performance can 
trigger switching. 
 
Generally, product features provide unique capabilities that make buyers bear the switching 
costs and their consequences, granting higher pay-offs. Certain product features become 
attractive only when they contribute to high performance to differentiate them from other 
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products on the market (Thompson et al., 2005); however, because technology is changing 
rapidly and buyers’ needs are difficult to predict, determining what are the attractive features 
in high technology products becomes a challenging task for suppliers (Krieg, 2004). A 
product design that incorporates a wider range of features that yield high performance is 
expected to increase buyers’ incentives to switch. 
 
H1: Wider product features linked to high performance increase the probability of switching. 
 
Product service. Product service is vital to ensure that the high technology equipment will 
run without interruption. If an interruption occurs, it must be resolved efficiently to prevent 
expensive downtime and shifting schedules. Since medical equipment is complex and usually 
contains multiple advanced features, an engineering specialist is needed to fix malfunctioning 
equipment and calibrate it after each service. Generally, medical technology users are 
concerned about the delay in getting the specialist from the supplier’s main office and the 
time needed to fix a sudden break, so most users prefer to use a nearby service center that can 
provide quick on-site support. The importance of this variable is stressed in previous research 
(Al-kwifi, 2013; Athaide et al., 1996). Without appropriate product service, a technology 
cannot function competitively; therefore, the offer of reliable service increases incentives to 
switch to a new technology. 
 
H2: The likelihood of switching to a brand is positively associated with the reliability of its 
product service 
 
Technology Incompatibility. Previous studies have shown that technology incompatibility is a 
major reason why buyers do not switch from their existing suppliers (Low and Johnston, 
2006). Hence, once buyers purchase a certain item from a specific supplier, they prefer to 
continuously purchase all the added features and software from that supplier, especially when 
a standard product design is not available in the industry. In such cases, it is not practical to 
request attractive features or applications from other suppliers unless the entire product is 
ordered. Studies have shown this incompatibility to be a major barrier to switching to 
attractive products, in particular for high technology products, where larger capital costs are 
coupled with the replacement process (Heide and Weiss, 1995). 
 
In this study, costs associated with overcoming technology incompatibility of high 
technology products are exceptionally high, which could prevent buyers from switching to a 
new supplier. However, if buyers are able to meet the costs of replacing the product, then 
technology incompatibility does not represent a switching barrier.    
 
H3: Technology incompatibility decreases the probability of switching. 
 
Relationship Incompatibility. Buyers and suppliers often develop rigid relationships that 
promote benefits for both parties. The stronger the relationship between the buyer and the 
seller, the more difficult it is for the buyer to sever a relationship with the existing supplier 
(Valenzuela, 2010; Barry et al., 2008), because the relationship with the new supplier might 
not be as strong and as beneficial as the existing one. 
 
If the relationship changes, however, the buyer has to develop new practices and procedures 
to fit the new relationship requirements with a potential supplier (Heide and John, 1992). 
Occasionally, the entire set of working and personal-interorganizational relationships need to 
be rebuilt with the new supplier to make the new environment efficient and productive 
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(Weiss and Heide, 1993). Establishing such new relationships with new suppliers requires 
intense engagement so as to understand the needs of each side and guide each to greater 
benefits for both partners. Research in marketing shows that a long supplier-consumer 
relationship imposes strong pressure to stay with the same supplier to maintain the 
accumulative value of this relationship (Wathne et al., 2001; Price and Arnould, 1999), and 
therefore, an established relationship often creates a strong barrier to switching. 
 
H4: Relationship incompatibility decreases the probability of switching. 
 
Price. Price is a critical factor that encourages switching (Clemes et al., 2010; Antón et al., 
2007). When a buyer perceives that he or she is being offered an unfair price or that there are 
alternatives in the market with a lower price, then the buyer is tempted to switch. Product 
price is a key element in the total switching costs (Jones et al., 2002). Suppliers have 
considerable control over this variable; when sellers lower the price, buyers realize the 
economic value of switching (Kranton, 1996). Sometimes a supplier can spread the price over 
a certain period, giving buyers some relief from bearing the large costs all at one time.  
     
H5: Lower prices increase the probability of switching. 
 
Support of top management. The purchasing process at the organizational buying level is 
more complicated than that at the consumer level because of the difference in organizational 
structure and the number of individuals involved in decision making (Bunn, 1993). In 
general, buyers adopt various policies to reach decisions based on different factors: 
importance of purchase, uncertainty, extensiveness of choice set, and perceived buyer power 
(Bunn, 1993). Heide and Weiss (1995) found that a formalization process restricts a buyer’s 
ability to switch, because the limiting procedures make the process of collecting information 
and analyzing it tedious. They discovered, however, that a centralization process has no 
impact on switching, because top management will switch only if doing so improves the 
organization’s competitive advantage. Therefore, flexible organizational procedures usually 
facilitate the switching process. 
 
H6: Flexible internal buying procedures increase the probability of switching. 
 

RESEARCH METHODOLOGY 

Previously, Al-Kwifi (2011) studied the role of product design on switching decisions for 
capital intensive technologies (MRI scanner), where the selected sample represented lead 
users who use this technology in research and clinical activities, and are spread globally 
across various research centers. Our study is similar to that study, but it focuses on a specific 
geographical region – Lebanon –  by targeting users of different medical imaging disciplines 
such as MRI, X-ray, ultrasound, CT scan, and Pet scan.  
 
The initial survey was created then verified by industry experts, academic researchers, and 
individuals who are knowledgeable in the purchasing process. Then the survey was integrated 
online and the web address was given to various hospitals, medical centers, clinics, and 
potential users of medical imaging technology. 
 
Once the data collection is complete, data will be analyzed using SSPS to check for non-
response bias,   variable validity, and factor analysis. Since the dependent variable, 
“switching,” is a binary variable, logistic regression will be used to examine the influence of 
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dependent variables at once. In other words, the impact of one variable can be assessed while 
controlling for the effect of all other variables in the model. 
  

CONCLUSION 

Since there is no universal model in the literature that describes or predicts brand switching 
behavior. Each study adopts different independent variables to explain this behavior based on 
the industry or product under investigation. Our research is expected to contribute a model 
that will explain the switching behavior of users of high technology medical products. This 
model will clarify our understanding of brand switching in a context where successful 
product design plays a significant role despite the high switching cost. 
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Individual Entrepreneurs at the Border Towns of Kedah and Perlis 

 
ABSTRACT 

This paper presents the findings on the relationship between demographic and environment 
factors with entrepreneurial behavior of small-scale business operators at the border towns of 
Kedah and Perlis in Malaysia. The research is a cross-sectional study and a survey method is 
used. Data from 143 Malay Small-Scale Individual Entrepreneurs (SIEs) were analyzed using 
multiple regression analysis. The result of this study reveals that level of education has a 
significant relationship with locus of control. The result also shows that there is a negative 
significant relationship between nationality and the need for achievement and locus of 
control.  With regard to the environment, there is a positive relationship between predictable 
environment and entrepreneurial behavior and, intensity of competition only shows support 
with the need for achievement. 
 
Keywords: Entrepreneurial behavior; Predictable Environment; Intensity of competition 
 

BACKGROUND OF THE STUDY 

Academic research in small business is relatively recent (Shepherd & Wiklund, 2005) and the 
importance of small and micro-businesses is widely acknowledged (Reijonen, 2008). 
Scholars are now recognizing that small businesses are essential for entrepreneurial activity, 
innovation and job creation. According to Azmat and Samaratunge (2009), SIEs form the 
bulk of informal sector – who range from petty traders to personal service workers like small 
street vendors, barbers and owners of small shops, and their number keeps on increasing.  
Hashim (2003) said that, to Malays, those people who are involved in the business, be it 
small, large or medium are called “entrepreneurs”, particularly among those who had 
operated their own businesses. Since the term entrepreneur is associated with the ownership 
status, thus, members of the business that obtain a license and commercialize its own leases 
to others are also called entrepreneurs. It is obvious that the entrepreneurial behavior of the 
Malay SIEs has already existed as the nature of entrepreneurship embedded in their routine 
activities. They provide valued goods and services to local community as well as to the local 
and international tourists. At the same time, they also create employment opportunities to the 
people within the area (Azmat & Samaratunge, 2009; Reijonen, 2008; Rejab, 1983). 
 



  Environmental Forces and Entrepreneurial Behavior of Small‐scale  
Individual Entrepreneurs at the Border Towns of Kedah and Perlis 

Page 49 of Volume 2 
 

The previous studies on small business, in Malaysia and other countries, among others, 
focused mainly on the problems faced by the entrepreneurs in conducting and running their 
businesses such as; financial and family problems, lack of management skill and experience 
(Abdullah, Hamali, Deen, Saban, & Abdurahman, 2009; Aziz, 2006; Hosseini & McElwee, 
2011; Mukhari & Chu, 2010; Reijonen, 2008). Even though there are barriers and severe 
resistance in handling their businesses, entrepreneurship is still identified as the key business 
activity which is most likely to lead to the successful economic change for the Malay SIEs. 
Therefore, it is of the interest of the researcher to understand how these gaps or barriers to 
entrepreneurial progress in the Malay SIEs can be overcome through their behavior. This is 
because, it is important to examine the environmental factors as well as their behavior that 
make them continue to live and stay in the business despite the fact that they are facing 
various problems, such as financial and family problems. 
 
Research Objectives 
1. To examine the relationship between demographic factors and entrepreneurial behavior.  
2. To examine the relationship between environment and entrepreneurial behavior. 
 

LITERATURE REVIEW 

Entrepreneur Demographic Factors 
The term gender from previous research approved to be an influence factor to entrepreneurial 
behavior and entrepreneurial performance outcome. Most frequently, males are perceived as 
ambitious, confident and practical, while females are more preferably described as 
affectionate, sympathetic and considerate (Ward & Williams, 1982). Age also received 
significant research attention. It is expected that older entrepreneurs will state higher 
preferences for each criteria because as they grow older, the possibility of gaining higher 
academic qualification, more experience, and better decision making as well as possessing 
more competencies compared to younger respondents (Poole & Jenkins, 1998).  
 
A study by Kristiansen and Indarti (2004) on entrepreneurial intention among Indonesian and 
Norwegian university students found that Norwegian students who were older than 25, had 
higher scores compared to those who were younger. However, there were no differences 
found from Indonesian students. They concluded that, entrepreneurial intention was not 
significantly influenced by age in both countries. In this study, the age of entrepreneurs is 
categorized into two: (1) Less than 25 years old and, (2) More than 25 years old. Therefore, 
those of more than 25 years old are expected to score the highest preferences for each 
criterion compared to the younger entrepreneurs (Kristiansen & Indarti, 2004). 
 
A study by Zhao et al. (2005) suggested that efforts taken to increase entrepreneurial activity 
that were focused on individual level might indeed be worthwhile. Even though in their study 
gender was not related to entrepreneurial behavior, it was directly related to entrepreneurial 
intentions such that men were reported higher intentions to become entrepreneurs than 
women. A study by Khanka (2009) on the entrepreneurial performance in a less developed 
region of Assam in India, has found that gender does not matter in the entrepreneurial 
performance. However, Khanka (2009) has found that married entrepreneurs perform better 
than their unmarried counterparts. This is because marriage is related to maturity of the 
entrepreneurs, and maturity enables entrepreneurs to cope better with business problems and 
thus perform better. Marriage creates obligation and responsibilities to raise one’s need for 
more income or higher performance. A study by Clercq, Menzies, Diochon and Gasse (2009) 
has shown that age has a positive relationship with goal commitment in which older nascent 
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entrepreneurs exhibit higher levels of goal commitment than their younger counterparts. 
However, gender and educational levels have no significant relationship. 
A study by Kariv (2010) on the role of management strategies in business performance, on a 
Canadian sample of 115 entrepreneurs and an Israeli sample of 118 entrepreneurs, has found 
that educational level and past managerial experience emerged as significant, with both 
having a positive effect on business performance. Educational level and past experience 
emerged as significant suggesting that these have a central role in determining business 
performance. However, age, gender and nationality were insignificant in affecting business 
performance. Nevertheless, Bartos (1989) on her studies about the demographic and 
attitudinal changes among women, claimed that there are more women in the workplace 
today than the previous generation and women are forming businesses at a rapid rate 
(Lambing & Kuehl, 1997). A high proportion of these working women came from the 
traditional target group of housewives at home. According to Bartos (1989) and Sloane 
(1999), the reason why some women work is due to sheer economic necessity.  

 
Environment Factors  
Environment is a natural feature of a place and the general situation the entrepreneurs are in. 
According to Dess and Beard (1984) the border town environment is indicated by dynamic 
environment and hostile environment. According to Stam, Gibcus, Telussa and Garnsey 
(2008), dynamic environment is characterized by the rate of change and innovation in the 
industry. Allen (1999) defined dynamic environment as the degree of certainty or uncertainty 
in the environment, as well as the stability or instability of the industry. According to Covin 
and Slevin (1989), uncertain environments have been characterized as unstable industry 
settings with intense competition combined with harsh overwhelming business climates 
which lack exploitable opportunities, but a stable and certain environment is otherwise. It 
seems that the kind of position faced by the Bumiputera Malay SIEs in Malaysia has more 
predictable environment or a more certain surroundings as compared to the uncertain 
environment faced by the Thai Malay SIEs at home which leads them to enter the Malaysian 
markets. Eventually, their future is still vague. For example, these Thai Malay SIEs in Padang 
Besar, will have to go back to their home country at any time if the state government of Perlis 
do not allow them to conduct their business here.  
 
Hostile environment, on the other hand measures the complexity in the environment in which 
the business operates, such as the number of suppliers, customers, competitors and 
government agencies the entrepreneur depends on within the industry. Miller and Friesen 
(1982) defined hostile environment as threat to the firm posed by the macro environmental 
pressure and intensity of competition. For instance, at the border, those entrepreneurs from 
Thailand come to Malaysia daily to operate their business as well as supplying goods to local 
businesses (Sayuthi, 2000). While carting their goods, they always face intricacy on 
documentation with the authorities especially the Customs and Immigration Departments. 
Moreover, the bazaar is busier during the weekend or during school holidays, which shows 
the intensity of competition among the entrepreneurs to win for customers as well. This 
environment that Malay SIEs are facing at the border explains the kind of entrepreneurial 
behavior such as entrepreneurial self-efficacy, need for achievement and locus of control 
required among them to succeed in their business.  
 
Therefore, the frantic environment at the border town (Fadahunsi & Rosa, 2002; Shen, 2003) 
characterized by dynamism and hostility, may be both a threat and opportunity (Yeoh, 1994) 
to the entrepreneurs. Hence, high self-efficacy entrepreneurs in this business environment, 
who face constant problems and frustration daily, may be more likely to increase effort and 
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persist on the task which, in future, produces successful outcomes. Thus, they are more likely 
to believe that they can affect and overcome the obstacles from the environment and perform 
well (Bandura, 1977; Stajkovic & Luthans, 1998). A study by Lee, Johnson, Gahring and Lee 
(2008) on the effects of environmental hostility on independent retailers has found that there 
was a significant interaction between retailer’s perception of the hostility of their business 
environment and customer patronage of local stores. Retailers who perceived their business 
environment was high in hostility and experienced low customer patronage emphasized a 
merchandized strategy. However, retailers who experienced high customer patronage of their 
stores perceived their business environment as low in hostility. Lee et al., (2008) has argued 
that it was customer patronage of local stores that influenced retailers’ perception of the 
hostility of the business environment, and neither customer patronage nor retailer’s 
perception of the hostility of the business environment directly influenced emphasis on a 
business strategy.  
 
Entrepreneurial Behavior 
Behavior associated with entrepreneurship based on the previous studies are aggressive, 
achievement oriented, have locus of control, are independent, and have tenacity, persistence 
and perseverance (Kuratko & Welsch, 1994; Longenecker, et al., 2000). According to 
Longenecker et al. (2000), entrepreneurs with high need for achievement are those who like 
to compete with some standard of excellence and prefer to be personally responsible for their 
own tasks. Entrepreneurial self-efficacy, on the other hand, according to McGee, Peterson, 
Mueller and Sequeira (2009), is conceptualized as a construct that measures a person’s belief 
in their ability to successfully launch an entrepreneurial venture. They argued that 
entrepreneurial self-efficacy is particularly useful since it incorporates personality as well as 
environmental factors, and is thought to be a strong predictor of entrepreneurial intentions 
and action (Boyd & Vozikis, 1994).  
 
Chen et al. (1998) defines entrepreneurial self-efficacy as the strength of a person’s belief 
that he or she is capable of successfully performing the various roles and tasks of 
entrepreneurship (Chen, et al., 1998), or the roles and tasks of an entrepreneur (Boyd & 
Vozikis, 1994). Reviews on the development of entrepreneurial characteristics such as need 
for achievement, internal locus of control, risk-taking and innovation (Johnson, 1990; 
McClelland, 1987; Ndubisi, 2007; Sirec & Mocnik, 2010) and entrepreneurial self-efficacy 
(Boyd & Vozikis, 1994; Chen, et al., 1998; Luthans & Ibrayeva, 2006) have been recognized 
as highly associated with entrepreneurial behavior. Nevertheless, as pointed out by Boyd and 
Vozikis (1994) it is crucial to make a distinction between entrepreneurial self-efficacy and 
the concept of locus of control, as well as need for achievement.  
 
According to McClelland (1987), needs for achievement is defined as someone who would 
prefer being personally responsible for a performance result, because only under such 
conditions could he or she feel the satisfaction from doing something better. Needs for 
achievement is also defined as the motivation to excel and to achieve a goal to a set of 
standard (Sirec & Mocnik, 2010) and to strive to succeed (Robbins & DeCenzo, 2004). On 
the other hand, locus of control is the personality attribute that measures the degree to which 
people believe that they are master of their own fate (Robbins & DeCenzo, 2004), thus, 
resulting in the acceptance of personal responsibility for the outcomes of his or her abilities 
and expertise, rather than attributing the cause of events to serendipity, luck, or chance (Sirec 
& Mocnik, 2010). 
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The previous study by Boyd and Vozikis (1994), has argued that locus of control is a 
generalized construct that covers a variety of situations, such as the perception that rewards 
are contingent on an individual’s own behavior, while self-efficacy is task and situation 
specific (Gist, 1987). Thus, individuals may exhibit a strong locus of control in general, but 
may have low self-efficacy with regard to a specific task (Bandura, 1977).  Boyd and Vozikis 
(1994) have also distinguished the difference between the concept of self-efficacy and the 
characteristics of need for achievement. They further stressed that self-efficacy is often 
confused with the belief that effort will lead to desired performance. Furthermore, Boyd and 
Vozikis (1994) consider self-efficacy to be a broader concept than the belief that effort will 
lead to desired performance, and thus encompasses other factors such as mood and coping 
abilities under stress (Gist, 1987; Gist & Mitchell, 1992).  
 
Therefore, the researcher has grouped together the concept of entrepreneurial self-efficacy, 
needs for achievement and locus of control into one variable since they are considered as the 
entrepreneurial behavior and that they are also related in terms of characteristics, traits and 
the behavioral aspects of the entrepreneurs. 
 
Hypothesis Development 
H1: There is a significant difference between entrepreneurs’ demographic factors and 
entrepreneurial behavior. 
H2: The environment influences entrepreneurial behavior. 
 

RESEARCH DESIGN AND METHODOLOGY 

The population of this study consists of 360 individual entrepreneurs located at Bukit Kayu 
Hitam and Padang Besar. The sampling frame is drawn from the list of business owners 
registered with Majlis Daerah Kubang Pasu (MDKP) and Majlis Perbandaran Kangar.  
 
Twenty five items are used to measure entrepreneurial behavior variable. The development of 
questionnaire for the measurement of entrepreneurial behavior is adopted from the work of 
Sirec and Mocnik (2010) and Chen et al. (1998). Respondents were asked to rate the extent to 
which they perceived each construct in the scale of 1 to 5. The higher the scale (5), the 
stronger they agree with the statement. This entrepreneurial self-efficacy measurement had 
been used by Sirec and Mocnik (2010), with the Cronbach alpha reliability coefficient for 
questionnaire 0.57, indicating lower rate of acceptable internal consistency. The measurement 
for the other variables, need for achievement and locus of control had been used in a number 
of studies, including that of Luthans and Ibrayeva (2006), in which the Cronbach alpha 
reliability coefficient for questionnaire for need for achievement was 0.88 while the 
Cronbach alpha for locus of control was 0.80, indicating highly acceptable internal 
consistency. 
 
In this study, data was collected within the period of three months that is between the month 
of December 2010 and February 2011. To solicit the responses from the Thai Malay SIEs, the 
researcher decided to use a trained interviewer to collect data. A lady, who is known to the 
community of Thai Malay businesses in Padang Besar was engaged and trained to assist the 
researcher. The same method was used by Gima, Li and Luca (2006) in Shenzen, China. This 
method of on-site data collection provides the key to the right respondents, correct use and 
understanding of terms and to get better response rate (Gima, et al., 2006).  
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Almost all the 360 entrepreneurs were approached by the researcher. A total of 143 responses 
were received. The response rate was about 39.72% which can be considered as good.  The 
other 107 respondents were reluctant to participate. They hide and sometimes chased the 
researcher away from their premises. Some of them thought that the researcher was part of 
the government enforcement authority and were suspicious about the study. Some simply 
does not want to participate without giving any reason. 

 
The Findings 
Table 4.0 Profile of Respondents 
Variables 
 

Descriptions Frequencies % 

Place Padang Besar, Perlis 
Bukit Kayu Hitam, Kedah 

106 
37 

74.1 
25.9 

Age Less than 25 years old 
More than 25 years old 

50 
93 

35.0 
65.0 

Gender Female 
Male 

87 
56 

60.8 
39.2 

Nationality Malaysian 
Thailand 

70 
73 

49.0 
51.0 

Marital status Not married 
Married 

34 
109 

23.8 
76.2 

Level of Education Tertiary education 
Secondary education 

38 
105 

26.6 
73.4 

Table 4.1 Factor and Reliability Analysis on Entrepreneurial Behavior 
Name Items Factor 

Loading 
Eigen
-value 

% 
variance 

Cronbach’
s alpha 

Factor 1: 
Need for  

I like the job in which I don't have 
to answer to anyone. 

.73 6.00 37.52 .84 

Achievement I push myself, and feel real 
satisfaction when my work is 
among the best there is. 

.76    

 I judge my work by considering 
whether it meets the minimum 
requirements for the task.  

.69    

 I am driven to ever-greater efforts 
by an unquenched ambition. 

.77    

 I spend more time thinking about 
my goals than my past 
accomplishments. 

.74    

 Great achievement is not a 
substitute for anything in life. 

.61    

Factor 2: 
Locus of 
control 

I am ultimately responsible for my 
own business success. 

.82 2.07 12.92 .84 

 I can control most situations in 
which I find myself.  

.67    

 I am usually able to protect my 
personal interest. 

.69    

 My life is determined by my own .80    
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Name Items Factor 
Loading 

Eigen
-value 

% 
variance 

Cronbach’
s alpha 

actions. 
 When I make plans, I am almost 

certain to make them work. 
.61    

 When I get what I want, it is 
usually because I worked hard for 
it. 

.64    

Factor 3: 
Entrepreneuri
al  

I feel self-confident when I am 
with very successful business 
people. 

.81 1.55 9.71 .83 

self-efficacy My “knack of dealing with 
people” has enabled me to create 
many of my business 
opportunities. 

.79    

 I accept the opinions of others. .82    
 I feel comfortable when I have 

complete responsibility to do my 
work.  

.73    

Table 4.2 Descriptive Statistics of Entrepreneurial Behavior 
Variables Mean* Std. Deviation 
Entrepreneurial self-efficacy 
Need for achievement 
Locus of control 

3.05 
4.09 
4.08 

.87 

.73 

.73 
Note:  *A 5 point Likert type scale is used (1 = Strongly Disagree         5 = Strongly Agree) 
The mean value for the need for achievement that is 4.09 while the mean value for locus of 
control which is 4.08 also reflects that the respondents have agreed on the entrepreneurial 
behavior components within themselves.  
Table 4.3 Pearson Correlation Analysis of Main Variables 
Variables 1 2 3 4 5 6 
1. Predictable environment  
2. Intensity of competition  
3. Entrepreneurial self-efficacy  
4. Need for achievement 
5. Locus of control 

- 
.40** 
.27** 
.66** 
.57**

 
- 
.10 
.39**
.28**

 
 
- 
.36**
.33**

 
 
 
- 
.57** 

 
 
 
 
- 

 
 
 
 
 

Note:  N = 143, **p< .01 (2-tailed), *p< .05 (2-tailed) 
It is observed that predictable environment correlated significantly to intensity of competition 
(r=.40, p< 0.01), to entrepreneurial self-efficacy (r=.27, p< 0.01), to need for achievement 
(r=.66, p< 0.01), and to locus of control (r=.57, p< 0.01). The multicollinearity is not a 
problem as all the coefficient r values are 0.66 (p< 0.01) and below. 
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Hypothesis Testing and Regression Analysis 
Relationship between Demographic and Environment with Entrepreneurial Behavior 
 
 
 

 
 
 
 

 
 
Table Error! No text of specified style in document..2 Regression Result for 
Entrepreneurial Self-Efficacy 
Variables Standardized Beta 
Gender (male = 1) 
Nationality (Thailand = 1) 
Level of education (secondary education = 1) 
Predictable environment 
Intensity of competition 

 -.05 
 .13 
 .01 
                              .24** (p-value = .01) 
 .03 

R² 
Adj. R² 
R² Change 
F-value 

.09 

.06 

.09 
                        2.85* (p-value = .02) 

Note:  N = 143;  **p< .01;  *p< .05  Demographic variables were dummy coded.  
 
The regression model is statistically significant at .05 levels with R² of .09, indicating that 9% 
of the variance in entrepreneurial self-efficacy can be explained by the independent variables. 
Hypothesis H2a predicted a positive relationship between predictable environment and 
entrepreneurial self-efficacy. The beta value shows a significant relationship between 
predictable environment and entrepreneurial self-efficacy (β=.24, p< .01), thus H2a is 
supported. 

 
Table Error! No text of specified style in document..3 Regression Result for Need for 
Achievement 
Variables Standardized Beta 
Gender (male = 1) 
Nationality (Thailand = 1) 
Level of education (secondary education = 1) 
Predictable environment 
Intensity of competition 

 -.10 
                             -.12*** (p-value = .06) 
  .06 
                             .66** (p-value = .00) 
                            .18** (p-value = .01) 

R² 
Adj. R² 
R² Change 
F-value 

.53 

.51 

.53 
                        30.57** (p-value = .00) 

Note:  N = 142; ***p< .10;  **p< .01 
 Demographic variables were dummy coded.  

Demographic 

Environment 

Entrepreneurial 
Behavior 

H1

H2
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The regression model is statistically significant at .01 levels with R² of .53, indicating that 
53% of the variance in need for achievement can be explained by the independent variables.  
Hypothesis H1e predicted a significant difference between entrepreneurs’ nationality and 
need for achievement. The beta value shows a significant negative relationship between 
nationality and need for achievement (β=-.12, p< .10). Therefore H1e is supported. 
Hypothesis H2c predicted a positive relationship between predictable environment and need 
for achievement. The beta value shows a significant relationship between predictable 
environment and need for achievement (β=.66, p< .01), thus H2c is supported. Hypothesis 
H2d predicted a positive relationship between intensity of competition and need for 
achievement. The beta value shows a significant relationship between intensity of 
competition and need for achievement (β=.18, p< .01), thus H2d is supported. 
 
 
Table Error! No text of specified style in document..4 Regression Result for Locus of 
Control 
Variables Standardized Beta 
Gender (male = 1) 
Nationality (Thailand = 1) 
Level of education (secondary education = 1) 
Predictable environment 
Intensity of competition 

-.06 
                         -.15* (p-value = .04) 
                             .13*** (p-value = .06) 
                             .59** (p-value = .00) 
.09 

R² 
Adj. R² 
R² Change 
F-value 

.39 

.37 

.39 
                      17.50** (p-value = .00) 

Note:  N = 141; ***p< .10;  **p< .01;  *p< .05 Demographic variables were dummy coded.  
 
The regression model is statistically significant at .01 levels with R² of .39, indicating that 
39% of the variance in locus of control can be explained by the independent variables. 
Hypothesis H1h predicted a significant difference between entrepreneur’s nationality and 
locus of control. The beta value shows a significant negative relationship between nationality 
and locus of control (β=-.15, p< .05). Therefore H1h is supported. Hypothesis H1i predicted a 
significant difference between entrepreneur’s level of education and locus of control. The 
beta value shows a significant relationship between level of education and locus of control 
(β=.13, p< .10). Therefore H1i is supported. Hypothesis H2e predicted a positive relationship 
between predictable environment and locus of control. The beta value shows a significant 
relationship between predictable environment and locus of control (β=.59, p< .01), thus H2e 
is supported. 

 
Discussion 

Demographic Factors and Entrepreneurial Behavior 
Result of this study reveals that there is a negative significant relationship between 
nationality and need for achievement. The result also shows a negative significant 
relationship between nationality and locus of control. The negative relationship means that 
Bumiputera Malay SIEs have stronger need for achievement and locus of control than the 
Thai Malay SIEs. The result is consistent with the study by Boissin et al.  (2009). One 
possible explanation regarding the above mentioned result is that within the Malay SIEs, 
there are hope and concern that they are able to sustain their enterprising spirit and drive, as 
well as the energy required in establishing a business while managing and making it grow 
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bigger in the future. This also means that, regardless where the Malay SIEs come from, 
whether they are Malaysian or Thais, they are motivated to excel and perform well in their 
business. 
 
The result of the study also reveals that there is a positive significant relationship between 
level of education and locus of control. This is consistent with a study by Kariv (2010) which 
found that education level have a positive effect on business performance. In this study, 
73.4% of the entrepreneurs have only secondary and primary education and this shows that 
regardless of having whether university or college education, they are really motivated to 
show that they are able to control their business.   

 
Environmental Forces and Entrepreneurial Behavior 

 
Entrepreneurial Self-efficacy 
The result of this study reveals a significant relationship between predictable environment 
and entrepreneurial self-efficacy. However, the result shows no significant relationship 
between intensity of competition and entrepreneurial self-efficacy. This finding is different 
from the findings by Luthans and Ibrayeva (2006) who found no support for the relationship 
between the environmental forces with entrepreneurial self-efficacy. The findings in this 
study show that the predictable environment within the border town of Bukit Kayu Hitam and 
Padang Besar has an impact on entrepreneurial self-efficacy. One possible explanation is that 
these entrepreneurs are able to foresee the taste and preference of their customers. In addition 
to that, they are also able to predict the demand from the consumers which will make them 
increase their self-belief that they will succeed in their business. However, the intensity of 
competition through the product quality within the suppliers, customers and competitors has 
no effect towards their self-efficacy. For instance, each entrepreneur seems to sell the same 
products from Thailand of the same quality which probably depicts that they are not bothered 
to compete among themselves. 
 
Need for Achievement  
The result of analysis shows a significant and positive relationship between environmental 
forces with need for achievement. This finding is consistent with Lee et al. (2008). One 
possible explanation is that the Malay SIEs perceive the business environment that they are 
facing at the border as having an impact on their need to achieve better results in the future. 
As they have understood customers taste and preference and also manage to predict 
customers demand, plus at the same time they are able to compete among themselves, 
therefore, these elements of intensity of competition and predictable environment would 
provide them with the need to achieve better results in their business. This also means that the 
entrepreneurs should not ignore the importance of competition in order to satisfy the need for 
achievement and locus of control. Due to this, the impact on the environment would also 
increase entrepreneurs’ control of their business. 
 
Locus of Control 
There is also a mixed result on the relationship between environmental forces and locus of 
control. The result shows that there is a positive relationship between predictable 
environment and locus of control, but no significant relationship between intensity of 
competition and locus of control. In the same parallel, the Malay SIEs perceive that they are 
not much concerned with the competition among themselves which has no effect on their 
locus of control. However, their locus of control increases as they face the certainty and 
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uncertainty of the demand and consumer taste within their business environment at the 
border. 
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Workplace Spirituality: The Case of University Business Schools 

       
ABSTRACT 

The purpose of this paper is to bring to light a new interdisciplinary way of thinking about 
spirituality, the workplace and higher education. This is done by reviewing spirituality in the 
work literature to see first what spirituality and workplace spirituality mean and their 
influence on work; what happens when spirituality or religion is forsaken; and to give reasons 
for the recent rise in interest in spirituality which is making its way into every area of our 
personal and professional life. Second, and blending naturally with spirituality, the aim of 
education is discussed with reference to business schools and their mission. The overall 
purpose of this study is to show how spirituality lies at the heart of education and how 
incorporating spirituality in business schools is not an alien concept. It is to show that the 
mission of higher education, itself spiritual in nature, can pave a new road to workplace 
spirituality and business school education. 
 
Keywords: Spirituality; religion; workplace; higher education; business schools; workplace 
spirituality (WPS). 

INTRODUCTION 

Reading about spirituality and working in a business school appear like two concepts that are 
disjoined and foreign to one another. This could not be farther away from the truth! 
Spirituality which influences people on a personal, organizational and community level 
cannot be ignored in business education. Spirituality which enhances employee well-being 
and quality of life creates a sense of purpose, meaning, interconnectedness and community.  
 
The management and organization literature have made a shortcut in understanding 
workplace spirituality and more particularly when applied to a university setting. The 
literature speaks of workplace spirituality in organizations. It also speaks of education and its 
purpose; however it seems to have collapsed spirituality and a university setting to some 
functional features or dimensions which have neglected the essence or raison d’etre of 
universities. Therefore this paper is aimed at bringing to light new questions and issues 
regarding workplace spirituality in a university setting. We do not dismiss earlier work but 
try to do justice to them by extending the reach of management research on workplace 
spirituality and higher education. We build in this paper on the most authoritative works out 
with management studies and in the home discipline of research on spirituality as well as 
higher education. Done in two stages, an interdisciplinary epistemology will try to raise the 
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typical question of each of these constructs (spirituality/workplace/education). Firstly, we 
will develop the concepts and associated issues regardless of management research. 
Secondly, we will cross this with workplace research’s typical questions and concerns. In 
conclusion, we set to show that the essence of a university mission and the aim of education 
fall under a spiritual dimension which by nature should be incorporated in business schools. 
Business schools are not about teaching students to become materialistic in nature and profit 
seekers for the sake of profit, but rather responsible citizens of humanity who work to serve, 
help and provide others with a better life. Once existence becomes centered on the individual, 
the whole purpose of our creation, education and work dissipate. The potency of these 
concerns and definitions for organization and management research are both academic and 
managerial in scope and will aim at contributing to both higher education institutions and the 
corporate workplace.  

Defining spirituality 
Defining spirituality remains one of the main challenges in this new field of study. “Spirit 
comes from the Latin word “spiritus” or “spiritualis” meaning ‘breathing, breath, air or wind 
(Merriam-Webster). Spiritus is defined as “an animating or vital principle held to give life to 
physical organisms” (Merriam-Webster). This means the spirit is the life force that keeps us 
alive and breathing (Garcia-Zamor, 2003). The most important conception of the soul is its 
internal animating principle; “it is that which moves it and makes it live, to such an extent 
that when it withdraws itself, life ceases or is suspended” (Durkheim, 1961, p.84).  
 
Many definitions have appeared in the last decade without a widely accepted definition or 
example. Spirituality has been defined as our inner consciousness (Guillory, 2000, Rama, 
2002), a process of enlightenment (Barnett et al., 2000, p.563), a specific form of work 
feeling that energizes action (Dehler and Welsh, 1994), “a world view plus a path” 
(Cavanagh et al.,2001, p.6), an “access to the scared force that impels” (Nash and McLennon, 
2001, p.17), the “unique inner search for the fullest personal development through 
participation into transcendent mystery” (Delbecq, 1999, p.345), knowing our deepest selves 
with heart knowledge (Conger, 1994) and “the basic feeling of being connected with one’s 
complete self, others and the entire universe” (Mitroff and Denton, 1999, p.83).  
 
Morever, Swami Rama defines spirituality as “that which helps us to discipline our 
thoughts, speech, and actions; that which leads us toward the center of 
consciousness, and thereby helps to unfold our inner potentials" Swami Rama 
(2002). So how is this spirituality making way into our workplace? And what does it imply? 
And what role can religion or the lack of it play at work? 
 
Workplace spirituality. What kind of role does religion play in people’s work ethics and what 
happens when customs and Faith weaken? How can societies hold on to their integrity and 
coherence when traditional social and religious ties are forsaken?  
The relationship between work, religion, and spiritual life is not novel to social science. A 
study of such a relationship was “foundational to the social theorizing” (Case & Gosling, 
2010, p.258) of Weber and Durkheim. This research invokes social theorists and references 
their work as an introduction to WPS for the purpose of giving more legacy, depth and valor.  

Some proponents of WPS appear to be treating spirituality as yet another unharnessed 
resource; this does not do it justice first for its own worth and second for its credibility among 
skeptics who see it as a commodification of spirituality for material gains. Therefore, it is 
imperative to trace the relation back to broader social theories that give recent contributions a 
headrest within two prominent works of the last century.  



Workplace Spirituality: The Case of University Business Schools 

Page 65 of Volume 2 
 

The Influence of Religion on Work 
The influence of religion has long played a dominant role in every aspect of one’s life. Every 
behavior and every deed was seen through the lens of Heaven. “The corporation was a 
religious organization” (Durkheim, 1933) where people worked with a sense of obligation, a 
duty set forth by God. Hard work was but a manifested form of worship; a “calling” that 
stood against any kind of idleness displayed irrespective of how wealthy a person was. Labor 
was “performed as if it were an absolute end in itself” (Weber, 1958, p.63).  

“A man does not “by nature” wish to earn more and more money, but simply to live as he is 
accustomed to live and earn as much as is necessary for that purpose” (Weber, 1958, p.60). 
There is a maximum of happiness which cannot be surpassed for nothing holds more doubt 
than the idea that individual happiness will increase with human advances and social progress 
(Durkheim, 1933).The only exception to that is in spiritual functions (Durkheim, 1933). It is 
those people who view their duty as one of the highest and most moral human activity, those 
who take pride in their work and are committed and loyal to their occupation, who were able 
to transcend daily problems. The religious significance people hold to their duty makes them 
abide by moral codes that free them from material ends. It is within their life of discipline that 
they become free. For the essence of freedom is not in succumbing to every desire but in 
obeying Laws. Living a life for God gives a freedom and purpose beyond any material gain.  

When religion is forsaken. Religion that gives the conscience a role in pious character 
building makes those who reject it feel empty. Those who abandon such a spirit look for 
wholeness in their work alone. They become desolate, unsatisfied and in search for more. 
Work is not about accumulating wealth but the “attainment of it as a fruit of labour in a 
calling” is “a sign of God’s blessing” (Weber, 1958, p.172).  The security wealth brings 
should not stop people from working; wealth does not exempt anyone from the Command by 
God to work.  Resting with wealth and falling into the “danger of relaxation” will stray 
people from the righteous life. “On earth man must “do the works of Him, who sent him, as 
long as it is yet day” (Weber, 1958, p.157). Human life is relatively short and thus wasting 
time with leisure, luxury, trivial talk and extra sleep is a ‘moral condemnation’ as well as the 
deadliest of sins. Time “is infinitely valuable because every hour is lost to labor for the glory 
of God.” Inactive meditation or contemplation are valueless; “For it is less pleasing to God 
than active performance of His will in a calling” (Weber, 1958, p. 158).  

All religions call on their members to act responsibly and ethically in the work sphere. They 
stress “the urgency of worldly problems such as the accumulation of wealth and power by a 
few and deprivation experienced by those at the other end of the socioeconomic scale. They 
urge their members to address these inequalities through the workplace…” (Caddell & 
Davidson, 1994, p.137). Members who see religion as integral to their identity are more 
likely to think of their work as a “calling” to build a more just and equal world. Having a 
more holistic view of life, their Faith is manifested in everything they do. Work becomes a 
sacred duty, a way to serve God. Work that becomes more meaningful will increase the 
commitment and productivity of employees (Paloutzian et al., 2003; Reave, 2005).  
The Protestant work ethics can be extended to other religions as well. Contrary to what 
Weber believed, such work ethics could very well be part of other belief systems. Recently, 
Arslan (2001) made the point that even an atheist can inherit Protestant work ethics from his 
or her pious protestant family; Let alone other religions.  

Islam’s view on work ethics is not that different from the Protestant and Catholic views 
(Zulfikar, 2012, p.490; Ali, 2001; Uygur, 2009; Arslan, 2000). The main source of Islamic 
Work Ethic, the Quran and the Prophet Muhammad’s sayings, give Muslims guidelines to 
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follow in their family and work lives. But in Islam, virtue is not attributed to work as an end 
in itself but rather as a means to reaching God’s approval. Work according to Islam is “at an 
equal level as worship” (Zulfikar, 2012, p.501). Hard work is praised while idleness, waste of 
time and money scolded. “Work in Islam is considered a virtue in light of man’s needs and 
the necessity to establish equilibrium in one’s individual and social life (Ali, 2001, p. 576).  

   Weber’s Protestant work ethics discussed earlier was found to be internalized among 
practicing Muslims. According to the research done by Arslan (2001) and later supported by 
Zulfikar (2012), pious Muslim managers endorsed higher Protestant work ethics values in 
comparison to British Protestants (Arslan, 2001) and American Protestants and Catholics 
(Zulfiqar, 2012). Islamic work ethics included most of the “Protestant work ethics 
characteristics” (Arslan, 2000, p.18). An explanation to this is the fact that the pious Muslims 
were practicing their religion in all aspects of their life. They did not leave their Faith at home 
but rather carried religious values into the workplace as well. Turkish Muslims who visited 
Europe call the “work ethics values of these countries ‘Islamic’ without hesitation” (Uygur, 
2009, p.219).  

   Thus, for ethical behavior to be self-managed and sustained, it needs to stem from deeply 
held values. Values provide a motive for sincere ethical behavior. A person who knows 
legitimacy (halal) from sin (haram), righteousness and honesty can transfer these values to his 
or her work life. 

    In this light, religious culture can be very pertinent to business practices. Abiding by 
religious laws and internalizing religious values has a direct influence on business practices. 
Although secular people may appear to have similar values, they are easier taught and 
followed in a religious environment; furthermore, they may be religious values but stripped 
from their origin (Zulfikar, 2012); covered with a secular appeal that pretends to take 
ownership, values are accepted without an earnest appeal to understand where they came 
from.  

THE INTEREST IN SPIRITUALITY 
 

The sudden rise in interest that surrounds the notion of “spirituality” is itself a phenomenon. 
Management researchers and practitioners in the last two decades have taken a dramatic and 
increasing interest in “spirituality at work” (Gibbons, 2000; Hicks, 2002; Conger, 1994; 
Gotsis and kortezi, 2008; Mitroff and Denton, 1999; Duchon and Plowman, 2005; Ashmos 
and Duchon, 2000; Marques, 2007; Cavanagh and Bandsuch, 2002; Benefiel, 2003; 
Giacolone and Jurkiewicz, 2003, 2010). Interest in workplace spirituality has infused 
curiosity beyond the capacity to keep up both theoretically and methodologically (Giacolone 
and Jurkiewicz, 2010).  

 
This growing interest is obvious with the substantial number of professional presentations, 
books, journal articles and conferences committed to the subject. Some of these books on 
spirituality and work have been among best sellers, such as A Spiritual Audit of Corporate 
America (Mitroff and Denton, 1999), Liberating the Corporate Soul (Barnett, 1998), Spirit at 
Work (Conger, 1994), The Souls of a Business: Managing for Profit and the Common Good 
(Chappel, 1993) and Leading with Soul (Bolman and Deal,1995). 

 
In addition, universities have started to offer courses on spirituality at work. For example, a 
course offered at Santa Clara University discusses important issues as a calling; “listening to 
the inner voice in the midst of turbulent business environments; the need for self-integration; 
discernment and senior business leadership; approaches to prayer and meditation; challenges 
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of leadership power; the spiritual challenges of wealth vs. poverty of spirit; contemplative 
practices; and the mystery of suffering. Towards the end of the course, the group organizes a 
weekend retreat together. Among the same path, business schools such as Stanford, Wharton, 
University of Wisconsin and the University of Maryland are stressing service learning. 
Undergraduates and graduates have to do service work for the underprivileged in the 
community. Such work leaves a profound positive impact on the students especially in the 
reflection of the experience itself (Cavanagh, 1999, p187). Spirituality which begins at home 
and finds its way naturally to our ‘academic home’ leaves us wondering about the recent 
interest in WPS.   
 

FACTORS BEHIND THE INTEREST IN WORKPLACE SPIRITUALITY 

In which context has spirituality in the workplace risen? Why the sudden surge? The first 
factor can be the aging of baby boomers from the 1960’s who have already reached their 
middle age crisis; they are asking questions such as ‘what have I done with my life?’ ‘What 
can I still do’? ‘What is my purpose?’ ‘Have I achieved it?’ A second factor that may explain 
the interest in spirituality in the workplace is the feeling of insecurity workers are having; this 
is due to high lay-offs, downsizing and the additional demand for working hours. This 
insecurity gives reason for one to ponder and reflect (Neal, 1997). In addition, workers are 
expected to work in an environment where commercial values prevail in a culture of 
materialism; where uncertain environments carry with them ambiguity and more 
responsibilities. This new reality in the workplace has left people feeling alienated and 
disconnected with their work and social lives. People again start asking questions concerning 
reasons behind their work, why they do what they do.  

To solve this problem, organizations need to open their eyes and see more clearly that they 
are neglecting a major part of their constituencies’ existence. Steven Covey’s 8th habit is to 
find your voice and inspire others to find theirs through spiritual intelligence (Covey, 2004). 
A third factor in this rising interest in spirituality has to do with the breakdown or decline of 
community. Before, when an individual was faced with life changing events such as divorce, 
death, loss of a job etc.., it was natural to reach out for the religious community, or the family 
for support. Local communities and social groups used to provide connectedness (Conger 
1994); Nowadays, in light of the melting down of traditional support systems such as the 
church or family (Leigh, 1997), “workplaces have replaced them as primary sources of 
community for many people” (Karakas, 2010 p.98). In response, organizations are starting to 
join together employee’s “work life” and  “personal life” (Geh & Tan, 2009, p.293). Unlike 
the past, emotional and spiritual lives are making their way into the work environment.  

A model of spirituality in organizations includes three levels: the individual (inner life, 
meaning at work, sense of community), the work-unit level (work unit as community, and 
positive work-unit values) and the organizational level (organizational values) (Ashmos 
&Duchon, 2000; Mitroff&Denton, 1999). Kouzes and Posner (2003, p.69-70) exemplify this 
search for meaning with the following set of existential questions:  
 

 What do I stand for? What do I believe in? Why? 
 What is the meaning of the work I am doing? Where does this lead me to? 
 Is there a reason for my existence and the organization’s? 
 What brings me suffering? What makes me weep and wail? Why? 
 What am I passionate about? Why? What keeps me awake at night? Why? 
 What do I want for my life? Why? What do I really care about? (p.69-70) 
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Paloutzian et al. (2003) assert that work takes on a new flavor when it is seen as a calling, a 
sacred duty, and an opportunity to serve God or simply a higher purpose.   
The value of incorporating spirituality in the workplace lies in addressing all the human needs 
of employees. The need for self-actualization becomes the need for a spiritual dimension. 
Employees who view their work as a ‘sacred vocation’ see their work differently from those 
who see it as a means to pay bills. Work will be seen as an ‘extension of one’s purpose rather 
than only a means to an end (Zinnbauer et al., 1999).Individuals, who perceive their work 
settings as a place where they can freely express beliefs and religious identity are perceived 
to have better workplace attitudes and behaviors; in brief, religion at work has shown positive 
results (Kutcher et al. 2010).  
 
How can this spirituality be incorporated in an organization? How can notions of spiritual 
practice, discipline and wisdom be integrated in a secular organization? (Case & Gosling, 
2010). What place can spirituality fill and how can it be incorporated meaningfully into a 
work setting that does not utter the word “spirituality”?  First, a strong organizational culture 
is needed; one that values diversity respects all beliefs and serves as a community of shared 
principles. With a strong sense of purpose, employees can build open and trustful relations at 
work. The organization which serves as a community makes every employee feel like a 
member. Employees appreciate it when their organization respects and embraces others 
spiritual values even if they themselves are not spiritual. This is because human kind is joined 
together by shared moral codes. Kutcher et al. (2010) affirm that there are many common 
values among people with different faiths. These include empathy, servant-orientation and 
community. In an organization where spirituality is embraced, “values and mission 
statements are not forgotten documents but are engaged through a continuing process of 
reflection. The ongoing engagement with missions and values, supported by the 
organization’s spiritual efforts, can impel organizations to re-conceptualize their orientation 
to their mission”(Geh & Tan, 2009 p.296). 

 
Second, for spirituality to be incorporated in an organization, effort must be placed to 
help employees find time for reflection, silence, meditation and prayer (Duerr, 2004). 
Organizations should focus on employee empowerment and spiritual development. In 
reality, “there may be not only a human case, but also a business case, for accepting and 
encouraging the expression of faith and religion at work” (p.335). Third, incorporating 
spirituality falls into fulfilling your ‘spirit’ at work.  
 

SPIRITUALITY IN EDUCATION 
 
Incorporating spirituality in all subjects of learning can help achieve the central aim of 
education. Foucault (1986) asserts that the purpose behind education is first a ‘perfecting of 
the soul’. “To know how to perfect one’s soul with the help of reason is a rule equally 
necessary for all men” (Foucault, 1986, p.48). Foucault (1986) as Kant before him believes 
everyone must study philosophy; it is never too early or too late to contemplate about life and 
rediscover the basic principles of a rational human conduct. He speaks of the cultivation of 
the self that leads to a wisdom; a wisdom that drives virtues into action. “The care of the self 
appears therefore as intrinsically linked to a “soul service (p.54).”  

 
Foucault (1986) argues that in education or in philosophy, humans seek improvement and 
perfecting of the soul.“Educating oneself and taking care of oneself are interconnected 
activities” (p.55). Schools must not be a place where students come just to acquire knowledge 
useful for a career or a reputation before going out to society and deriving an advantage from 
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it. “The school should be thought of as a dispensary for the soul” (p.55). Education is implied 
to be holistic in nature. Foucault (1986) gives the example of medicine and how it was 
conceived long ago not as just an intervention relying on remedies and treatments; rather, it 
was supposed to define knowledge and rules as “a way of living, a reflective mode of relation 
to oneself, to one’s body, to food, to wakefulness and sleep, to the various activities, and to 
the environment” (p.100). Medicine thus was expected to propose a ‘voluntary and rational 
structure of conduct’.  
 
So which values should be founded, embraced and spread in education? What purpose should 
the curriculum encompass and towards what end? What moral standard should rule over 
teaching and learning? When we talk about values, it is not those that are based on desire and 
interest but rather those of ‘objective worth’ (Phenix, 1961, p.5)? It is vital to note that any 
earnest concern about what’s right and wrong rests on the fact that “there are objective 
standards of worth upon which universal agreement is in principle possible” (p.5). 
 
Phenix (1961) speaks about a ‘moral enterprise.’ He asks why people are so far from 
common understanding of what’s good and so slow in serving the right. He answers first by 
blaming it on ignorance that can be remedied with research and education; second he blames 
the “boundless depth and richness of reality” (p.6). An education is not for accumulating 
information but rather it is in learning to learn and being ready to meet new demands and 
making choices ‘imaginatively’. And lastly, people disagree on good and evil mostly because 
of the human tendency towards ‘self-centeredness,’ a selfishness entrenched in a philosophy 
where “values are reduced to interests, desires, or wants, and in which all notions of objective 
good and right are rejected” (p.6).  

To remedy this main case of moral failure and confusion, education should embrace its central 
aim of transforming people from pleasing themselves to serving the common good. It is the 
transformation of people from the life of self-centered desire to that of “devoted service of 
excellence” (p.8). According to Phenix (1961) what Saint Augustine meant by his ‘ethical 
prescription’: “Love God and do as you please” (p.9) is that “a person who is really devoted to 
the good experiences no conflict between desire and duty, for his wants have been transformed 
to accord with the supreme object of devotion” (p.9).  

To this end, educational policy and criteria should entail subordinating economic interests to 
criteria of worth. Reality holds that an economic outlook is dominating all phases of our life, 
even our education. When knowledge starts to be considered a commodity to be accumulated 
and consumed, and when intelligence is viewed as a mere tool for gain and interest, than there 
is a problem. The goal of life that has become materialistic starts to include an education that is 
organized around serving such purposes (Phenix, 1961).  

On the other side of the spectrum, organizing education around a meaningful goal and purpose 
will validate the very aim of any educational institution. Education is not a neutral enterprise 
but rather one that is permeated with “convictions about what is important to know and 
become” (p.18). The curriculum is not mere lessons to be learned and courses to pass but rather 
a scheme of values, ideals or life goals that are mediated through the subjects of study. 

Phenix (1961) asserts that ‘Religious faith’ is prevalent whenever material goods are treated 
as “a trust to be administered for the right rather than a treasure to be grasped…” 
(p.251).Redirecting life from finite attachment and acquisitions to the active love of serving 
others and doing ‘good’ is an important goal in life. To achieve this change is “the supreme 
end of all teaching and learning” where the sovereign test for all education becomes “whether 
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or not it is religious—that is, whether or not it tends towards conversion of the person to 
unconditional commitment to truth and light” (p.243). This supreme purpose unites all other 
lesser aims of education. Lastly, Phenix (1961) ends his discourse on the aim of education by 
stating that the central task of education is “religious conversion” (p.242). This does not 
mean commitment to one religion over the other; rather what is meant is “the inner 
transformation of purpose and motive from self-regarding irreligion and the idolatrous 
service of limited goods to reverent service of the most high” (p.242).  
 
Along the same thoughts and when probed about the purpose of a university, Kamuf (1997) 
asserts as Derrida (2004) that it is an institution with a ‘destination’; It is a plurality of co-
existing “interests” that complement one another within the larger, overriding interest of 
universitas” (p.143)… Agreement must be sought on the “ideals, mission, purpose, and 
character of the academy” (p.143)—that’s what the university means.  
 
In light of all of the above, it becomes clear that the aim of education, its essence, purpose 
and ideals are in coherence with the concept of workplace spirituality. Incorporating or 
reviving spirituality in education helps in achieving its centrally positioned moral purpose. 
For this reason, it becomes essential to discourse how education institutions see their purpose 
through their mission; how they understand and claim that aim; and whether the underlying 
truth which gave the university its name can be revealed?  
 
Missions of business schools. The mission of business schools has long been an area of 
debate. What is the purpose of business schools? What should be taught and apprehended 
from a curriculum that assumes to make students ready for the business world? And when 
developed and formed, what kind of challenge does the mission face in order to bring it to 
life? “To what degree do the words used reflect the institution’s own values and daily 
practices” (Firmin & Gilson, 2010, p.67)? How is, what is happening on a daily basis a 
reflection of the mission? Mission should be matched with actual practices (Firmin & Gilson, 
2010, p.67).  
 
The purpose of business schools is not separate from the founding university. Similar values 
should make their way into all different disciplines. They should find a way to unite their 
differences under one truth. An example is Chapman University which offers an 
“Organizational leadership program” that includes courses such as “Leading from within” 
and “Spirituality in the workplace” (Bradley & Kauanui, 2003, p.448). The passion present in 
teaching such courses is key in starting a cognitive revolution that will echo in the corporate 
world. 
 

CONCLUSION 
 
“The divided soul of a corporate decision-maker has been taught by the divided soul of a 
teacher” (Bradley & Kauanui, 2003, p.449).  
 
Spirituality is not a term used to describe a detached intangible concept outside of the human 
being. It is not a term which describes an unachievable state of being; it is not far-fetched nor 
a dream in a land of illusions. It is a truth manifested in the mere fact that we are alive, a foil 
that gleams at all worldly materialistic ends. Spirituality is an inner feeling incepted from the 
moment of creation. It is the driving force which energizes people to question and find 
meaning in every aspect of their life. Stemming from a personal level, its light glows in every 
interaction and within every setting.  
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This paper aims at evoking thought and feelings towards transforming our academic system 
and re incorporating spirituality as the center of universities. A university’s mission lies in a 
spiritual sphere of reference. Neglecting the essence of why universities started is the same as 
neglecting the purpose behind our very existence. Therefore, it is pertinent to understand that 
incorporating spirituality in business schools goes hand in hand with the aim of education, the 
underlying reason behind work and the spiritual drive born with us. Although research has 
shown that there is a great “disparity between the level of spirituality being practiced in the 
corporate workplace and what is being practiced on our campuses” (Bradley & Kauanui, 
2003, p.462), social transformation starts in the mind of students who receive not only 
cognitive but also emotional and spiritual stimulation; and because future corporate officers, 
managers, business and scientific leaders come from universities, “if they do not learn how to 
be spiritual, leading an undivided life, in their university courses, the chances are excellent 
that they will not learn it in the corporate workplace” (Bradley & Kauanui, 2003, p.461).  
 
Finally we should not forget that before Darwin and others led to a split between religious 
traditions and the curriculum, most higher academic settings in the eighteenth and nineteenth 
centuries, “such as Yale, Harvard and Notre Dame, were founded by Protestant and Roman 
Catholic religious communities…where “education fit with the aims of religion”” (Bradley & 
Kauanui, 2003, p.462).  
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Determinants of Foreign Direct Investment in Iran: Assessing the Standard 

Factors  
 

Abstract  

This paper examines the determinants of Foreign Direct Investment (FDI) to the Islamic 
Republic of Iran based on those which have been successful in attracting FDI to Malaysia 
since the early 1980s. Results of multiple regression analysis showed that none of the 
determinants under the study except for government expenditure is significant in affecting the 
flow of FDI in the case of Iran. The study argues that one needs to look at Iran from a 
different perspective of FDI as the country is an outlier in the global economy due to 
international sanctions.  

Keywords: Foreign Direct Investment, Iran, Malaysia, Determinants of FDI, Business 
Environment 

INTRODUCTION  
 

Economic development is one of the major concerns of a state for which it depends primarily 
on Foreign Direct Investment (FDI). FDI has become the global economic lifeline as well as 
the central factor for national economic productivity. Even the highly developed economies 
rely heavily on FDI. Even though the current global financial crisis has affected the flow 
negatively since 2007, the figure still stood at $1.5 trillion in 2011. No doubt, trade 
liberalization under the World Trade Organization (WTO) has ushered the growth of FDI 
inflow, and all economies have entered the race of attracting higher FDI inflow each year.  
According to the United Nations Conference on Trade and Development (UNCTAD), Iran’s 
FDI for 2010 was $3.6 billion despite international sanctions. But this is well below the 
expectation of the government which needs $300 billion in FDI to achieve its 2010-2015 
economic development plan, and $1.3 trillion in the form of foreign investment to meet $3.7 
trillion Vision 2025 (2005-2025) development plan. Iran in 2002 adopted “Foreign 
Investment Promotion and Protection Act” (FIPPA), under which major policy changes have 
been introduced.  Despite such efforts overall performance of the country with regard to 
attracting foreign direct investment has not been satisfactory. This situation warrants an 
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analysis of the factors responsible for unsatisfactory record of foreign investment. This study 
aims to examine whether the popular factors that determine FDI inflows are as significant as 
in the case of Iran. In so doing it compares Iran’s case with that of Malaysia. 

LITERATURE REVIEW 

Recent studies on FDI in Malaysia have identified a number of factors that have attracted FDI 
which include good infrastructure (Ang 2008; Karimi and Yusof 2005; Rasiah & Chandran 
2011; Shahrudin et. al 2010; Yol & Ngie 2009; Zubair 2004); stable exchange rate (Ruiz 
2005) and bigger market size (Hooi 2006; Wong 2005). 
 
On FDI to Iran, Abou Alfazl and Mahmoudi’s (2006) study found that FDI depended on a 
number of factors such as capital recovery rate, political rights, infrastructures, corruption 
and bureaucratic red tape, human capital, inflation, exchange and tax rate, and market 
expansion. Jafarnejad et al. (2009) in their structural equation modelling (SEM) found that 
business factors promote FDI most and the oil factor proved to have a negative impact on the 
FDI inflows to Iran. Safdari and Mehrizi (2011) have found that government’s public 
expenditure is associated with negative impact on FDI. Sarfaraz (2007) and Karbassi et al. 
(2007) have shown that political and cultural factors tend to show detrimental attitude to FDI 
in Iran.  

What remains to see is whether and in what ways the standard determinants of FDI apply to 
Iran. This study has taken Malaysia as a model for comparative analysis. Two particular 
factors justify adoption of Malaysia as reference point for assessing Iran’s FDI. These are: 
first, approximate market size, and second, different general environment. Iran’s market size, 
defined in terms of GDP structure, is closest to that of Malaysia ($928.9 billion (2011 
est.) and $447 billion (2011 est.) respectively). In terms of per capita GDP both 
countries come nearest as well ($12,200 (2011 est.) and $15,600 (2011 est.)). 
Secondly, different general environment which, in contrast to Malaysia, puts Iran in a 
general environment that perceived to be different in terms of political, legal, economic and 
social environment. In Doing Business 2012, Iran is ranked 144th out of 183 economies, while 
Malaysia is ranked 18th. These two contrasting characteristics can show whether GDP and 
market factors equally influence FDI in Iran and Malaysia, and whether business 
environments makes any impacts on FDI inflows. The basic question that this research 
attempts to investigate is - are the factors that determine FDI inflows into Malaysia as 
significant for Iran?  
 

ANALYTICAL FRAMEWORK 

This research is based on Idris Jajri’s (2008) work - Foreign Direct Investment and Economic 
Growth A Simultaneous Model, which examined the influence of FDI on Malaysia’s 
economic growth during 1970-2003. Idris developed the following model: 

FDIt = β0 + β1ΔGDPt + β2ΔEXPt + β3EXCt + β4DEVt + β5CABt + β6CFt  

Where, FDI = foreign direct investment inflows into Malaysia (US $millions) 

ΔGDP = change in real GDP – 2000 prices (RM millions) 

ΔEXP = growth of exports 

EXC = exchange rate RM=US$1 

DEV = public development expenditure (RM millions) 
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CAB = current account balance (RM millions) 

CF = capital outflow from Malaysia (RM millions) 

 
The analysis found that a strong market and macroeconomic stability encourages foreign 
investment in Malaysia while current account balance and capital flight discourage foreign 
investment.  
The present research is to test the significance of the FDI determinants in Iran compared to 
Malaysia. Based on Idris, we have developed the following model with some modifications:  
 
FDIt = β0 + β1ΔGDPt + β2ΔEXPt + β3EXCt + β4DEVt + β5BOPt 
Where,  
FDI = foreign direct investment inflows into Iran (US$ millions) 
ΔGDP = change in real GDP – 1990 prices (US$) 
ΔEXP = Exports of Goods and Services (Annual % Change) 
EXC = exchange rate (ratio) 
DEV = General Government Final consumption expenditure (constant 1990 prices) (US$) 
BOP = Balance of Payments: Current Account (US$ millions) 
 
We proceed with the following assumptions on the relationships between the dependant and 
independent variables that: 
1. All independent variables have positive relationship with the dependent variable. 
2. None of the independent variables is significant in the case of Iran assuming political 
and economic sanctions persist during the period under study. 
 
In terms of testing, Excel and SPSS multiple linear regression analysis is used instead of 
simultaneous regression analysis. And for convenience, the term ‘balance of payment’ is used 
instead of ‘current account balance.’ Besides, due to unavailability of some statistical data on 
Iran, the following changes were adjusted: 
a. The time series were adjusted to cover the period from 1978-2007 instead of 1970-
2003 to overcome missing data; 
b. Change in real GDP in the case of Iran is based on the prices of the year 1990; 

c. ‘Public development expenditure’ is replaced with ‘general 
government final consumption expenditure’; and 
d. Due to unavailability of data on the same or a similar variable, capital 
outflow was omitted from the model in our study.  

 
DATA SOURCE  

The time series dataset including data on FDI, GDP, % change in export, exchange rate, 
government expenditure, and balance of payment over the 1978 – 2007 period was obtained 
from the Statistical, Economic and Social Research and Training Center for the Islamic 
Countries (SESRIC), a subsidiary of the Organization of Islamic Conference, and the World 
Bank online Database. All these data are available online.  

 
Testing and Regression Results: 
 
1. Correlation Regression  
From the Regression Statistics table we can infer the          
following:        
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a. Adjusted R square (the adjusted coefficient of determinants for multiple regression 
analysis) = 0.56 indicating that we have accounted for almost 56% of the variability within 
the variables specified in the model. We are left with 44% residuals variability.    
b. Standard error is very high = 195.894, which means that about 68% of residuals will 
be  
within ± US$195.894 million.  
(Test Result Table 1 (correlation) to be placed here) 
 
2. Multicollinearity Test: 
Using Excel to find the correlation matrix for the independent variables, the following matrix 
is generated:  
 
(Test Result, Table 2 (Multicollinearity Test) to be placed here) 
 
From tables 1 and 2, we can find that none of the correlations among the independent 
variables exceeds -.70 or .70 (as a general rule), so we do not suspect problems with 
multicollinearity. The largest correlation among the independent variables is 0.69 between 
balance of Payment and Rate of exchange. 
 
3.  Global Test (Model Significance): 
Running the regression analysis we found the following results from the ANOVA Table: 
 
(Test Result, Table 3 (ANOVA) should placed here) 
 
In general, in regression analysis if the F significance is .05 or less, then the model is 
considered significant. Looking at the F significance value= 9.50954E-05 <.05, we can 
conclude that the model is significant. In other words, there is only a .0000951 in a 100 
chance that there really is not a relationship between FDI and the other independent variables. 
 
To confirm this conclusion, we have conducted the hypothesis testing for testing the multiple 
regression models as the following: 
Having 5 independent variables with corresponding coefficient β1, β2, β3, β 4, β 5  
Step 1: state null hypothesis and alternative hypothesis. 
H0:  β1= β2= β3= β 4= β 5 = 0 
H1: at least one of β ≠0 
Step 2: α= 0.05 
Step 3: Test Statistics F= MSR/MSE= 8.517158829 (from ANOVA table) 
Step 4: establish critical value of F based on F-table: 
 F .05, 5, 24= 2.62 
Step 5: make the decision 
(Global Test Result Graph 1 to be placed here)  
 
From the figure, the computed F value in step 3 lies in the rejection region, therefore, the null 
hypothesis that all multiple regression coefficients are zero is rejected.  This means that some 
of the independent variables do have the ability to explain the variation in the dependent 
variable.  
 
4. Individual Variables Significance Test:  
The significance of the individual independent variables in the model was determined using 
the absolute value of t. as a general rule, if the absolute value of t is greater than 2, we 
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conclude that the variable is significant in the model; otherwise it is not significant and can be 
eliminated. 
 
(Test Result, Table 4 (Significance Test) to be placed here) 
 
From the Significance Test (table 4), we can analyze the following: 
 
1. First variable: exports of goods and services:  
  |t| = |-1.716504644|= 1.716504644 < 2 
Then this variable is insignificant to the model and can be eliminated  
2. Second variable: balance of payment:  
  |t| = 0.02166315 < 2 
Then this variable is insignificant to the model and can be eliminated  
3. Third variable: rate of exchange:  
  |t| = 1.427889731 < 2 
Then this variable is insignificant to the model and can be eliminated  
4. Fourth variable: change in GDP :  
  |t| = 1.050540405 < 2 
Then this variable is insignificant to the model and can be eliminated  
5. Fifth variable: General Government Final Consumption Expenditures 
  |t| = 2.525949639 > 2 
 
Then this variable is significant to the model  
Applying the P-value, which tells how confident we can be that each individual variable has 
some correlation with the dependent variable, check also reveals the same results as we can 
find that P-value is greater than α= 0.05 for the first four independent variables indicating 
their insignificance to the model, while p-value for the last independent variable General 
Government Final Consumption Expenditures is less than α= 0.05 indicating its significance 
to the model.  
To optimize our model, insignificant independent variables were dropped from the model one 
by one while observing the adjusted R squared for any increase indicating a better model. In 
order to decide on which variable to drop first, we looked at the absolute value of the t stat 
and dropped the one with the lowest value. This process was repeated four times as the 
following: 
 
1. First Round: Dropping balance of payment (t       
 stat =0.02166315) and running the regression,  
we found the following: 
(Table 5 (adjusted regression 1) to be placed here) 
(Test Table 6 (adjusted regression 1) to be placed here) 
 
From the regression tables 5 and 6, we can see that adjusted R squared has improved from 
0.564471666 to 0.581885 indicating an improvement in the model. 
 
2. Second Round: Dropping Change in GDP(t stat     
 =1.071978233) and running the regression again, we   
found the following: 
 
(Test Table 7 (adjusted regression 2) to be placed here) 
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(Test Table 8 (adjusted regression 2) to be placed here) 
 
From the regression tables 7 and 8, we can see that adjusted R squared was decreased from 
0.581885 to 0.579486 indicating no improvement in the model. 
 
3. Third Round: Dropping Exchange rate (t stat   
 =1.62732169) from the First round and running  
the regression again, we found the following: 
 
Table 9 (adjusted regression 3) 
 
(Table 10 (adjusted regression 3) to be placed here) 
 
From the regression tables 9 and 10, we can see that adjusted R squared was decreased again 
from 0.581885 to 0.555379713 indicating no improvement in the model. 
 
4. Fourth Round: Dropping Exports variable                        
(t stat =1.781465443) from the First round and 
 running the regression again, we found the following: 
 
Table 11 (adjusted regression 4) to be placed here 
 
(Table 12 (adjusted regression 4) to be placed here) 
 
From the regression tables 11 and 12, we can see that adjusted R squared was decreased 
again from 0.581885 to 0.546929871 indicating no improvement in the model. 
 
Based on these rounds, we can conclude that the best model is the one resulted from the First 
round even though the F significance is still less than α at 2, 71E-05 
 
Consequently, our optimum model would look like: 
  FDIt = β0 + β1ΔGDPt + β2ΔEXPt + β3EXCt + β4DEVt 

 
ANALYSIS OF RESULTS AND CONCLUSIONS 
Results from the multiple regressions to test the relationship between various factors and FDI 
show that exports in goods and services, rate of exchange, balance of payment and change in 
GDP are found to be statistically insignificant. The only independent variable that is 
statistically significant is General Government Final Consumption Expenditures.  
 
While the other independent variables have positive impact regardless of their significance, 
the exports in goods and services have a negative impact on FDI. The estimate implies that an 
increase in the exports of goods and services by 1 % point leads to a 2.9 % point decrease in 
the FDI. This means that as exports improves in Iran, FDI is driven away. The negative sign 
of the exports was unexpected and is inexplicable as it contradicts the economic logic; 
however the variable is not significant. Therefore the hypothesis of positive relationship 
between exports and FDI is not well supported by the data.  
 
As expected, other variables have positive influence on FDI, although not significant. The 
regression results indicate a positive relationship between FDI and exchange rate, which also 
confirms the literature that argues that exchange rates are expected to affect FDI inflows 
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because they affect a firm’s cash flow, expected profitability and the attractiveness of 
domestic assets to foreign investors. Thus, as exchange rate increases, the higher the FDI. 
Based on the analysis, we can say that as the exchange rate increases by 1 %, FDI increases 
by 0.024 %. 
 
The hypothesis of insignificance of relationship between changes in GDP and FDI is also 
supported in this study. This is opposite to the Malaysian case which keeps focusing on 
promoting economic growth as one of the reasons to attract inward FDI. This means that this 
relationship is not applicable to Iran; and regardless of the economic growth, investors are not 
attracted to locate their investments in Iran. Statistically, we can say that an increase in the 
change in GDP by US$ 1 leads to a US$ 8.5769E-09 increase in the FDI. This is almost zero 
effect which is supported by the fact that this variable is insignificant to the model. 
 
Furthermore, the finding also supports that there is no significant relationship between 
balance of payment which indicates a country's status in international trade and FDI which is 
expected in the case of Iran having hostile political situation. Although the analysis proved 
that dropping this variable improves the model, we can say that the initial regression analysis 
showed that a US$ 1 increase in balance of payments leads to almost zero (0.000151647) 
increase in FDI.  
 
Finally, the only significant variable is general government final consumption expenditures 
which is positively related to FDI. However, its effect on FDI is very limited as a US$ 1 
increase in general government final consumption expenditures lead to almost zero 
(6.47621E-08) increase in FDI. This finding however is against that of  Safdari and Mehrizi 
(2011) who found a nevative correlation between FDI and government public expenditure.  
 
Regarding the second assumption that none of the independent variables is significant in the 
case of Iran assuming political and economic sanctions persist during the period under study, 
it can be argued that since the other indicators do not show significant relationship with FDI, 
then the second assumption is apparently correct. It is probably the ‘different general 
environment’ in Iran that creates barriers for FDI inflow. Whether this is true or not requires 
further investigation. 
 
In conclusion, the only factor that has some significance is the general government final 
consumption expenditure. This suggests that FDI inflow to Iran is neither caused by the 
common factors existed in Malaysia, nor did they play any role in preventing FDI inflow to 
Iran. Rather, it is the ‘different general environment’ in Iran that negatively influences FDI 
inflow  
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Test Result, Table 1 (Correlation) 

 

 

 

 

 

 

 

 

  

SUMMARY OUTPUT 

Regression Statistics 
Multiple R 0.799726677
R Square 0.639562758
Adjusted R Square 0.564471666
Standard Error 195.8940001
Observations 30 



Determinants of Foreign Direct Investment in Iran: 
Assessing the Standard Factors 

Page 82 of Volume 2 
 

 

0 2.62

Rejection region 

Test Result, Table 2 (Multicollinearity Test) 

 

 Exports 

Balance 
of 
Payments 

Rate of 
Exchange 

Change in 
GDP 

Governme
nt 
Expenditu
res 

Exports 1     

Balance of 
Payments 

0.052120
416 1    

Rate of Exchange 
0.028866
817 

0.691084
489 1   

Change in GDP 
0.455712
904 

0.371603
585 

0.465353
35 1  

Government 
Expenditures 

-
0.221047
062 

0.682903
288 

0.598451
482 

0.264142
458 1 

 

Test Result, Table 3 (ANOVA) 
 

ANOVA 

  df SS MS F Significance F 

Regression 5 1634206.823 326841.3645 8.517158829 9.50954E-05 

Residual 24 920987.0223 38374.45926   

Total 29 2555193.845       

 

Global Test Result Graph 1 

 

 

 

 

 

 

 

 

 



Determinants of Foreign Direct Investment in Iran: 
Assessing the Standard Factors 

Page 83 of Volume 2 
 

Test Result, Table 4 (Significance Test) 

  
Coefficien
ts 

Standard 
Error 

t Stat P-value 
Lower 
95% 

Upper 
95% 

Intercept 
-
951.20687
56 

377.6562
885 

-
2.5187105
43 

0.018851
208 

-
1730.6511
41 

-
171.76261
03 

Exports of 
Goods and 
Services 
(Annual % 
Change) 

-
2.9233463
29 

1.703080
932 

1.7165046
44 

0.098951
23 

-
6.4383325
9 

0.5916399
33 

Balance of 
Payments: 
Current 
Account 

0.0001516
47 

0.007000
212 

0.0216631
5 

0.982895
763 

-
0.0142960
81 

0.0145993
74 

Rate of 
Exchange: 
Period 
Average 

0.0238325
93 

0.016690
78 

1.4278897
31 

0.166207
75 

-
0.0106154
83 

0.0582806
69 

Change in 
GDP 

8.5769E-
09 

8.16427E
-09 

1.0505404
05 

0.303933
45 

-
8.27333E-
09 

2.54271E-
08 

General 
Government 
Final 
Consumption 
Expenditures 
(Constant 
1990 Prices) 

6.47621E-
08 

2.56387E
-08 

2.5259496
39 

0.018548
803 

1.18464E-
08 

1.17678E-
07 

 

Table 5 (adjusted regression)  
 

 

 

 

 

 

 
 
 
 
 
 
 
 
 

Regression Statistics 
Multiple R 0.799722 
R Square 0.639556 
Adjusted R Square 0.581885 
Standard Error 191.938 
Observations 30 
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Test Table 6 (adjusted regression 1) 

 

  

Co-
efficie
nts 

Standa
rd 
Error 

t Stat 
P-
value 

Lower 
95% 

Uppe
r 
95% 

Lowe
r 
95.0
% 

Upp
er 
95.0
% 

Intercept 

-
955.45
3 

316.29
52715 

-
3.02076
2221 

0.0057
44 

-
1606.87
5107 

-
304.0
31 

-
1606.
88 

-
304.
031 

Exports of 
Goods and 
Services 
(Annual % 
Change) 

-
2.9161
9 

1.6369
59013 

-
1.78146
5443 

0.0869
9 

-
6.28756
6081 

0.455
194 

-
6.287
57 

0.45
5194 

Rate of 
Exchange: 
Period 
Average 

0.0239
89 

0.0147
41486 

1.62732
169 

0.1162
08 

-
0.00637
1518 

0.054
35 

-
0.006
37 

0.05
435 

Change in 
GDP 

8.57E-
09 

7.9984
2E-09 

1.07197
8233 

0.2939
7 

-
7.89893
E-09 

2.5E-
08 

-
7.9E-
09 

2.5E
-08 

General 
Government 
Final 
Consumption 
Expenditures 
(Constant 
1990 Prices) 

6.5E-
08 

2.1775
6E-08 

2.98678
4673 

0.0062
33 

2.01913
E-08 

1.1E-
07 

2.02
E-08 

1.1E
-07 

 

 

Test Table 7 (adjusted regression 2) 

 

 

 

 

 

 

 

 

Regression Statistics 

     Multiple R 0.789296 

R Square 0.622988 

Adjusted R Square 0.579486 

Standard Error 192.4877 

Observations 30 
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Test Table 8 (adjusted regression 2) 
 

  
Coeffic
ients 

Stand
ard 
Error t Stat 

P-
value 

Lowe
r 
95% 

Uppe
r 
95% 

Lower 
95.0% 

Uppe
r 
95.0
% 

Intercept 

-
993.52
6 

315.1
95 

-
3.152098
854 

0.004
056 

-
1641.
42 

-
345.6
33 

-
1641.
42 

-
345.6
33 

Exports of 
Goods and 
Services 
(Annual % 
Change) 

-
2.0082
4 

1.404
818 

-
1.429538
052 

0.164
756 

-
4.895
89 

0.879
404 

-
4.895
89 

0.879
404 

Rate of 
Exchange: 
Period Average 

0.0294
84 

0.013
861 

2.127112
038 

0.043
061 

0.000
992 

0.057
976 

0.000
992 

0.057
976 

General 
Government 
Final 
Consumption 
Expenditures 
(Constant 1990 
Prices) 

6.87E-
08 

2.16E
-08 

3.183106
488 

0.003
757 

2.43E
-08 

1.13E
-07 

2.43E-
08 

1.13E
-07 

 

 

 

     Table 9 (adjusted regression 3) 

 

 

 

 

 

 

 

 

 
 
 

Regression Statistics 

Multiple R 0.775483665

R Square 0.601374915

Adjusted R Square 0.555379713

Standard Error 197.9281497

Observations 30 
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Table 10 (adjusted regression 3) 
 

  
Coefficie
nts 

Standa
rd 
Error t Stat 

P-
value 

Lowe
r 95%

Upper 
95% 

Lower 
95.0% 

Uppe
r 
95.0
%  

Intercept 

-
1201.05
3388 

286.64
06 

-
4.190
1 

0.000
284 

-
1790.
25 

-
611.85
5 

-
1790.2
5 

-
611.8
55  

Exports of 
Goods and 
Services 
(Annual % 
Change) 

-
2.95464
3075 

1.6878
7 

-
1.750
52 

0.091
823 

-
6.424
11 

0.5148
24 

-
6.4241
1 

0.514
824 

 

Change in GDP 

1.31002
E-08 

7.73E-
09 

1.693
993 

0.102
215 

-
2.8E-
09 

2.9E-
08 

-2.8E-
09 

2.9E-
08 

 

General 
Government 
Final 
Consumption 
Expenditures 
(Constant 1990 
Prices) 

8.34866
E-08 

1.92E-
08 

4.354
52 

0.000
185 

4.41E
-08 

1.23E-
07 

4.41E-
08 

1.23E
-07 

 

 

 
 
 
Table 11 (adjusted regression 4) 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

  

Regression Statistics 

Multiple R 0.770583671

R Square 0.593799194

     Adjusted R-   
Squared 0.546929871

Standard Error 199.800073 

Observations 30 
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Table 12 (adjusted regression 4) 
 

  
Coefficie
nts 

Stand
ard 
Error t Stat 

P-
value 

Lowe
r 
95% 

Uppe
r 
95% 

Lowe
r 
95.0
% 

Uppe
r 
95.0
% 

Intercept 

-
1135.52
3175 

311.9
856 

-
3.639
67 

0.0011
88 

-
1776.
82 

-
494.2
28 

-
1776.
82 

-
494.2
28 

Rate of 
Exchange: 
Period 
Average 

0.02436
8266 

0.015
344 

1.588
159 

0.1243
38 

-
0.007
17 

0.055
908 

-
0.007
17 

0.055
908 

Change in 
GDP 

1.20159
E-09 

7.12E-
09 

0.168
646 

0.8673
8 

-
1.3E-
08 

1.58
E-08 

-
1.3E-
08 

1.58E
-08 

General 
Government 
Final 
Consumption 
Expenditures 
(Constant 
1990 Prices) 

7.7918E-
08 

2.14E-
08 

3.644
119 

0.0011
74 

3.4E-
08 

1.22
E-07 

3.4E-
08 

1.22E
-07 
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ABSTRACT 

Entrepreneurs whether they are fresh or experienced need training continuously. Amongst the 
many methods, client-centred learning, has been favoured and in demand. The choice of such 
Andagogy or more commonly referred to as “client-centred learning” (SCL) amongst higher 
education institutions (HEIs) in Malaysia has picked up. This paper shares the research 
findings of one of the four SCL methodology being propagated, that of ‘the use of case 
method in teaching and learning’.  This research paper reports the number of staff wanting to 
be trained, trainers needed and case writers required to meet the Ministry’s expectation. Of 
the 90 HEIs identified, 184 useable questionnaires were analysed. It was concluded that only 
10% of trainers in HEIs had formal training in the use of cases while only about 5% had the 
confidence to write good cases for training purposes. The Higher education ministry will 
have its training schedule full for the next 10 years.  
 
Keywords: student-centred learning, pedagogy, andagogy, case teaching, case writing 

 
INTRODUCTION 

Today’s restless citizens of the Y-generation, no longer welcome the one-way pedagogic 
method of knowledge transfer. The anagogic (art of teaching adults) method has migrated 
towards many newer approaches such as outcome-based, student-centred, on-line, virtual, and 
they no longer are taught but coached and facilitated. They acquire knowledge when they feel 
like, and if it fits well to their dynamic daily schedule. Academics try to fulfil these 
expectations and concurrently are introducing new anagogic methods wherever possible.  
 
The Higher Education Leadership Academy (AKEPT) the training arm of the Ministry of 
Education was established to take a leadership role in increasing the number of qualified 
trainers amongst the higher education institutions (HEIs) academic staff. Amongst the many 
modules that it has developed, four student-centred learning (SCL) methodologies, namely 
problem-based (PBL), project-oriented problem based (POPBL), modular approach and case 
teaching. On the 9th December 2011 massive funds were disbursed through AKEPT to 
embark on 15 different research topics related to enhancing teaching and learning. The use of 
cases in teaching and learning being one of the SCL topics is the focus of this paper.  
 

THE USE OF CASES IN TEACHING AND LEARNING 

The legal and medical training institutions were probably the earlier users of cases to assist 
them in their teaching and learning.  The social science trainers followed suit with the 
Harvard Business School probably utilising the use of cases extensively in its training 
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programmes. Cases act as their ‘laboratories’ to simulate the business environment where 
decisions are made. Its relevance is no longer questioned but its confinement to the business 
and social science field is. However recent development has cited the use of cases in other 
fields as well such as engineering, pure sciences and even in the teaching of languages and 
fine arts.  
With this background AKEPT embarked on this research to do a scenario study in Malaysia 
on the extent of case usage in teaching and learning by HEIs trainers.  
 
Specifically the objectives were to: 

a. The extent of the use of student-centred learning methodology in teaching and 
learning in HEIs, 

b. To focus on the use of cases in teaching and learning, 
c. The extent of training required  for HEIs in the use of cases, 
d. The availability of qualified trainers to train lecturers in the use of cases in teaching 

and learning in their respective HEIs, 
e. The availability of suitable local cases for the above purposes, 
f. The availability of qualified trainers in the art of research and writing cases for 

training purposes amongst the HEIs. 
 

LITERATURE REVIEW 

The term SCL has been associated with many other teaching terminologies such as self-
directed, experiential and even flexible learning (Bernard 1999, Taylor 2000) and thus could 
mean differently in different context. Fundamentally, SCL has shifted the focus of knowledge 
acquisition from that of the “all-authoritative know-all” teacher to the students as the one who 
wants and willing to acquire the required knowledge (Roger, 1983). The teachers’ role is now 
more towards providing the right atmosphere for the students to be willing to learn after 
appreciating that they are the ones to benefit from the transaction (Simon 1999). O’ Sullivan 
(2003) mentioned Hayward (1905) and Dewey (1956) as the possible pioneers in SCL, and 
today it is widely mentioned in the education literature. In their summary of the literature on 
SCL, Lea et al (2003) listed several characteristics of SCL such as learning process that is 
active and deep, students are given more responsibility and accountability, learner gets more 
autonomy and the learner-student relationship must be interdependent, with mutual respect as 
well as to practise an approach that is reflexive in nature. There are various kinds of SCL 
methods being practised (Gibbs 1995, O’Neill, McMahon et al 2005) although AKEPT is 
focusing on just four methods namely PBL, POPBL, using cases in training and modular 
teaching.  
 
Probably the first workshop on writing cases for training purposes in Malaysia was conducted 
by Professor Martin Lawrence in 1985, a Fulbright scholar attached to UKM. It was funded 
by The German Conrad Adeneur, and with MIM as the co-partner. After a few workshop 
series, the trainees formed the Case Writers Association of Malaysia (CWAM) and have been 
active in the dissemination of skills in using cases for teaching, research, writing and 
publication (CWAM 2010).  
 

THE POPULATION AND SAMPLE 

The target population covers all the HEIs, as shown in Table 1,  
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         Table 1: The population and sampling frame. 
  

INSTITUTIONS 
NUMBER 
SELECTED 

TOTAL 
QUESTIONNAIRE 
DISTRIBUTED 

USABLE 
Q’AIRE 
RETURNED 

IPTA(public) 20 200 71 

IPTS(private) 20/37 100 14 

POLYTECHNICS 30 164 97 

COMM. COLLG. 20/81 40 14 
 
Questionnaire: 
It was a 1- page length questionnaire printed in both the Malay and English languages. To 
avoid the technical details of case teaching (as in case research, writing and publications) 
simple questions were constructed to gather the basic data on the practise of case teaching in 
the higher institutions. A copy of the said questionnaire is as in attachment A. It underwent a 
short pretesting amongst lecturers in a local university before being distributed.  
 
Sampling.  
Table 1 shows the sampling frame. There were 4 groups of higher institutions, and all were 
selectively sampled except for the Polytechnics. Four to ten questionnaires were sent to each 
institutions either through the Deputy Vice Chancellor’s or Director’s office to be distributed 
to their respective staff (50% to administrative academic heads and the other 50% randomly 
to the staff). The details are as shown in Table 1. Some of the information sought requires the 
respondents to be aware of what are happenings in their respective departments and 
institutions. Thus when distributing the questionnaire through the help of contacts in the 
respective institutions, these needs were stated. But since the number was quite large and 
depending on the circumstances in each institution, the intended target respondents were not 
fully met and is discussed in the analysis section. 
 
Overall, the number of questionnaire was distributed as planned and sent to the various 
institutions and was dependent on how these were further distributed within the HEIs. Some 
were returned to us through the institutions whilst others were sent direct back to us as each 
was accompanied by a self address envelope.  
 

FINDINGS 

Descriptive Analysis 
After a 30-day grace period, the returned questionnaires were analysed and tabulated and a 
descriptive analysis done according to the objectives of the research. From the questionnaire 
(as shown in attachment A), the first set of questions was on the respondents profile.  
 
Respondents profile: 
Information gathered on gender, age and levels of education of the respondents were analysed 
but were found to have no bearing on the stock taking exercise that was intended. The 
training exposures required to use cases in teaching, the skills needed to conduct them 
effectively, research done on data collection in case and finally to write them as cases to be 
used for training purposes, have got no relation with the respondents profile. Thus this 
analysis of three data is not relevant to this paper. 
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       TABLE 2: Respondents age group  

 AGE OF RESPONDENTS 
 <30 31-40 41-50 >51 
IPTAs 0 13 31 27 
IPTSs 3 5 4 2 
POLYs 11 40 39 7 
COMM COL 8 4 2 0 

 
        TABLE 3: Highest qualification of respondents   

 HIGHEST QUALIFICATIONS OF RESPONDENTS 
 PhDs Masters Degrees Diplomas 
IPTAs (71) 63 (88%) 7 1 0 
IPTSs(14) 10 (83%) 4 0 0 
POLYs (97) 2 60 (62%) 34 1 

COMM COL 
(14) 

0 5 8 (57%) 1 

   
The original intention of soliciting information related to the profile of the respondents 
(gender, age and qualifications) was to analyse the possibilities of them having correlation 
with the use of SCL generally and the use of cases in their teaching specifically. But during 
the follow-up interviews/discussion with some of the respondents and the department heads, 
such attempts were not supported. Most of the opinion received were similar where they 
explained that the use of SCL in their respective classes were rarely dependent on their age, 
qualification or gender but rather on the experience, exposure and training that they had 
undergone as well as the willingness to use it during the teachings. Another significant factor 
is the course itself whether it is appropriate for SCL application (especially availability of the 
relevant cases), and whether the course outline has specifically indicate the need for the use 
of SCL pedagogy and for which particular week as required in the course content detail as 
required by the quality standards of the MQAs. 
 
Unfortunately, the short questionnaire of this study did not cover such aspects of the study 
which is later recognised as significant and therefore is the shortcoming of this study. 
 
Use of SCL in Teaching:  
Information on some aspects of SCL were also solicited from the respondents and shown in 
Table 4.  The intention was to get a better idea about SCL from the respondents. 
 
Knowledge about SCL:  
Respondents were asked about their level of understanding on SCL and this is shown in 
Table 4. The respondents from the IPTAs and IPTSs showed a high percentage at level 3 of 
understanding.  On the other hand the majority respondents from the polytechnics and 
community colleges showed the majority were at level 2 (intermediate) understanding.  
 
A direct conclusion from these results would be to note that the polytechnics’ and community 
colleges are not yet fully exposed to SCL pedagogy and there is thus a need to get them into 
such training programme.   
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TABLE 4: Information related to SCL 

 
INSTITUTION 
 

LEVEL OF 
UNDERSTAN
DING 
OF SCL 

STUDENT CENTERED LEARNING 
(SCL) 

(TOTAL HOURS PER WEEK) 

1 2 3 

Total 
time 
using 
SCL 

Project 
based  
% 

Problem 
based      
% 

Case 
based % 

IPTA  Is=20;   Usable Q'aire =  71 

 TOTAL 6 22 43 269.49 90.63 90.38 88.48 

  
AVERA
GE AND  
% 

7
% 

33
% 

60
% 

3.8 0.34 0.34 0.33 

IPTS Is=20;   Usable Q'aire =  14 

  TOTAL 2 5 7 38.9 19.5 8.5 10.9 

  
AVERA
GE AND 
% 

20
% 

30
% 

50
% 

3.0 0.5 0.2 0.3 

POL
Y  

 Is=30;       Useable Q'aire  
=97     

 TOTAL 15 57 25 529.81 196.6 226.90 106.31 

  
AVERA
GE AND  
% 

15
% 

59
% 

26
% 

11.91 0.37 0.43 0.20 

 COM  
Is=20;      Useable Q’aire = 
14      

   TOTAL 4 6 4 28 16 5 6 
AVERA
GE AND  
% 

29
% 

43
% 

29
% 2.15 0.57 0.21 0.21 

 
The academic staff needs to know about SCL as well as to know when to apply the three 
basic pedagogy namely problem and project-based learning and using cases in teaching. In 
fact this should be in the contents of the basic staff orientation or induction programmes.  
 
Frequency of using SCL pedagogy:  
Each respondent was asked to indicate the average amount of hours per week that one would 
spent in conducting the respective courses employing some form of SCL pedagogy. In 
addition, having indicated the hours used, they were also requested to allocate the % of time 
used for project-oriented base learning (POBL), problem based learning (PBL) and case-
based learning (CBL).   
 
Generally, the range of answers received was quite wide. It ranges from zero to as high as 18 
hours per week allocated for SCL approaches.  
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From the data gathered, the polytechnics had the largest average hours using SCL pedagogy 
in their training. On average they spent about 12 hours a week using SCL and that 43% was 
on problem-base learning, 37% on project oriented base learning and 20% on case-based. As 
for the other three institutions (IPTA, IPTS and Comm Col), the hours spent per week on 
SCL were quite low, ranging from 2 to 4 hours.  A caution is necessary here as the average 
figure need to be interpreted carefully. Some respondents gave a “0” answer meaning that 
SCL was not practiced due to “yet to be trained to use SCL” or that the subject matter taught 
is not compatible with SCL or could not see “the applicability of SCL in their respective 
courses taught”. Such courses mentioned were language courses, pure sciences (as in physics, 
pure mathematics), accounting, geography, philosophy and bank management. Of course 
SCL enthusiasts will counter these and will be able to come up with an SCL approach that is 
suited to their respective courses. 
 
 Nevertheless the time spent of less than 4 hours per week is considered small. The way SCL 
is being promoted today probably justify a 50-70% time spent using the SCL approach. So 
perhaps the three main components of SCL need to be aggressively promoted by the relevant 
personnel and authorities. 
  
Use of cases in teaching:  
Between the three components of SCL, using cases in teaching seemed to get the lowest 
usage in terms of hours spent per week. Although amongst the IPTAs, case usage gets almost 
an equivalent time allocation (33%). It is expected for Polytechnics and community colleges 
to have a high percentage of time allocated for PoBL and PBL because of the type of courses 
that they conduct which are more appropriate. But the use of cases can be a good alternative 
if they know how.  
 
During the follow-up discussions with some respondents, the small number of suitable local 
cases that are readily available cropped up regularly.  This could be an important reason why 
using cases is not that popular. The issue of not having enough appropriate local cases can be 
traced further back into the low activity of research using the case method and still lesser 
number able to convert the data and rewrite the text in the form of a training document. The 
latter’s final product will then be the case material for training. To achieve this is not an easy 
task and is easier said than done. This will be deliberated later. 
 
Thus the overall findings on the use of SCL amongst the higher institutions varied from an 
average percent from 6 to 29% with the community colleges and polytechnics higher than the 
IPTAs and IPSs. But they spent more time on adopting the project-oriented and problem 
based learning rather than case-based.  
    
Usage of Case in Teaching:  
The next set of questions was to solicit a bit more detail information on the hours spent per 
week in the use of case in teaching in their respective courses, departments and institutions. 
The administrative position of the respondents was expected to be at least as department 
heads but unfortunately, from the received questionnaires more than half were not. Thus the 
validity of the information on the % usage of cases for the department and institutions 
received for this category of questions is questionable. They also varied widely from zero to 
100 percent (the latter questionnaire rejected if the current usage reported had not even 
reached 20%). Table 5 shows the summary of these analysis.  
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TABLE 5: Current and expected use of cases.  
 

 
 
INSTITUTION   
  

USING CASES IN TEACHING 
USING CASES 
IN 
CONDUCTING 
OWN COURSES 
(%)  

USING CASES 
IN 
DEPARTMENT’
S COURSES  

USING CASES 
IN 
INSTITUTION’S 
PROGRAMMES  

CURREN
TLY 
(2012) 

BY 
2015 

CURREN
TLY 
 (2012) 

BY 
 
2015 

CURREN
TLY 
(2012) 

BY 
2015 

IPTA Is=20;    Usable Q'aire =  71 

  TOTAL 10.7 30.7 20.43 24.6 15.29 
21.0
5 

  
AVERAGE 
AND  % 

16% 45% 32% 44% 27% 41% 

IPTS 
Is=20;                 Useable Q'aire = 
14     

  TOTAL 2.4 3.7 2.7 3.8 3.6 4.6 

  
AVERAGE 
AND % 

20% 31% 23% 35% 30% 38% 

POL
Y  

Is=30;         Useable Q'aire  =97 
    

  TOTAL 9.46 
15.3
5 

12.64 
13.5
0 

9.49 
13.8
0 

  
AVERAGE 
AND  % 

16% 22% 18% 23% 15% 25% 

 COM Is=20;  Useable Q’aire =14 
    

  TOTAL 0.5 1.45 0.4 0.8 0.5 0.75 
AVERAGE 
AND % 

6% 18% 8% 16% 10% 15% 

 
Respondent’s own course:  
The majority had a small % of time allocated for the use of cases (except for IPTAs where it 
averaged about 33%). They ranged from zero to 11 hours per week when compared to 
allocation for PoBL and PBL (ranged from zero to 10 hours per week). When asked for the 
expected time allocation for using case in 2015, a few of the respondents continued giving 
zero % allocation. They foresee no increase for case usage in the near future. This could be 
the inappropriateness of using cases for their respective subject matter, absence of suitable 
local case and even that they believe that they are not yet trained to use cases. As for the other 
respondents the majority would expect to see an increase in the % use of cases in their 
teachings.  
 
Using cases in their respective departments: 
The head of department would be the appropriate person to respond to this question and the 
information regarded as reliable. But since the number of department heads that participated 
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was not high, the data gathered will be analysed at face value. The majority however believed 
that the % usage will be increased by 2015 
 
Using cases in their respective institutions:  
Similarly an estimate of the current and expected usage of cases in their respective 
institutions would require someone holding a management position and as most of the 
respondents were not in this position, then the data’s reliability is questionable. Nevertheless 
a reasonable general conclusion is that all of them expect the % usage of cases will be 
increased by 2015 but no one reported a 0 % usage in 2015. 
 
Thus from the four categories of answers, with some minor exception, the majority reported 
that it is envisaged there will be an expected increase in the use of cases in teaching whether 
in their own respective courses, the departments or the institution as a whole. What this 
probably implies is that if the whole HEIs want to realise this expectation, believing that the 
increase in the use of cases will lead to better quality teaching which is in line with the 
overall government intention of making the country an academic hub in South East Asia, then 
the case teaching support system need to be in place. This will be discussed further in the 
following section. 
 
Critical Questions on Trainers Availability 
The next set of questions is regarded as the critical questions that will help give a clearer 
picture of the scenario related to the TOT module for case teaching. Only two sets of 
questions will be discussed in this section. The main interest of the survey was to get an 
indication of the needs for training that are related to the use of cases in teaching and writing. 
The data in table 6 are not condensed further as averaging the four types of HEIs is not 
logical because of the diverse nature of the said institutions.  
 
TABLE 6: Response on training needs  

NO. INSTITUTION NEED FOR TRAINING IN USING & 
WRITING CASES 

  
  

Number of 
trainers in your   

Number of staff require 
training in your  

    Dept Institution Dept Institution 

IPTA 
 Is = 20; useable Q’aire 
=71 

        

  TOTAL 1613 4010 1569 3769 
  AVERAGE OR  % 28.8 105.5 28.02 101.9 

IPTS 
 N=20;  useable Q'aire  = 
14 

        

  TOTAL 190 379 185 329 

  AVERAGE OR % 19.0 54.1 18.5 47.0 

POLY  
 N=30;  useable Q'aire = 
97 

        

  TOTAL  1709 4251 1537 3643 
  AVERAGE OR % 29.0 101.2 26.1 88.9 

COM 
N=20;  useable Q’aire  = 
14 

        

  TOTAL 28 16 5 6 



Entrepreneurial Client‐Centred Learning: State‐of‐the‐art of the use of  
Case as a Teaching Andagogy in Malaysia 

Page 96 of Volume 2 
 

NO. INSTITUTION NEED FOR TRAINING IN USING & 
WRITING CASES 

  
  

Number of 
trainers in your   

Number of staff require 
training in your  

AVERAGE OR % 2.15 1.45 0.50 0.46 

 
But what is obvious is that the number of staff needed to be trained is quite high and the need 
for exposure and to be acquainted as well as to be an expertise in the area is quite 
challenging. To generalise is not appropriate but the need for training in the use of cases is 
very obvious amongst IPTAs and Polytechnics. These are estimates from averaging the 
respondents. But the answers ranged from “not related”, “not able to estimate” to a 100% 
necessity for the staff to be trained in the use of cases in teaching. If the respondents were 
heads of department or Deans, (as originally expected), then the estimates of staff required 
for training would be more meaningful. But the questionnaires that were returned do come 
from various staff levels and their responses therefore were quite questionable to be 
representative for the department.   
 
Number of staff needed for the training:  
Table 6 shows that the community colleges had the lowest number of staff needed for 
training. Almost half responded that case writing and teaching is something that is not related 
to their training activities and in fact they also indicated the non-relevancy of student centred 
learning (SCL) in their activities! This is quite a surprise as SCL is a pedagogical mode and 
looks like a fair % are not aware of this development. As for the other groups of higher 
institutions, the average number of staff averaged between 19-29 and 54-105 per department 
and institution respectively. The majority believed that a high percentage should be trained in 
the art of using cases in teaching, although some did give a zero number as a response. If the 
absolute number is to consider than an average range between 47-100 staff per institution are 
estimated to be trained. This number justifies a structured training programme need to be 
established for the Ministry to peruse. 
 
Number of experts in teaching cases:  
The number of experts or those that have the knowledge and expertise to teach other staff in 
the art of using cases in teaching in their respective departments and institutions were 
solicited to assist in the training of other staff that requires them. As indicated in Table 7, the 
average number of staff available for training in the use of cases in teaching ranges from 1-3 
amongst the departments and only 1-4 amongst the institutions. This is glaringly very low 
and a challenge for the Ministry to consider undertaking if SCL is to be propagated and the % 
use of case study in teaching is to be increased. 
 
TABLE 7: Response on availability of trainers  

NO. INSTITUTION 
NUMBER OF STAFF CAPABLE OF 
TRAINING  

  
  

the use of cases in 
teaching in your 

the writing of cases for 
training in your  

    Dept Institution Dept Institution 

IPTA 
 N=20;  useable Q’aire  =  
71 

        

  TOTAL 184 187 98 69 



Entrepreneurial Client‐Centred Learning: State‐of‐the‐art of the use of  
Case as a Teaching Andagogy in Malaysia 

Page 97 of Volume 2 
 

 
 
Number of experts in writing cases:  
The number of experts available and identified is much lower, averaging from none to only 2 
per department, and zero to 3 per institution. The number identified here is glaringly small 
and reflects and urgent need to address the issue appropriately (Laurence and Zainal, 2010). 
If the country generally and Ministry specifically wants to play a leadership role as an 
regional education hub then amongst others, the SCL mode of delivery need to be well 
developed and practised, and case study teaching and writing to be part of the pedagogical 
academic system implemented (Zainal, 2009).  
 

DISCUSSION 

If all the HEIs are to be considered, it will total up to 168. If each is to be supported by an 
average of 100 academic trainers and 25% of them need to be trained in the use of cases as 
their pedagogy skills, then we have an estimated figure of a staggering 4000 that need to be 
trained (25% of 100[20+37+31+81])! Remove the community colleges as they probably 
prefer problem and project-oriented based learning, then we are left with 2,000 potential staff 
to be trained. Even if the polytechnics are taken out (which should not be) then the number is 
reduced to 1000. And with this number to be trained, AKEPT or any training institution that 
is given this responsibility will have a daunting task of training them in a short time period. 
This is 25% of the trainers. But should not all trainers be exposed to the use of cases as part 
of their teaching skills? Thus AKEPT cannot undertake this direct responsibility to train but 
instead go for the training of trainers for each HEIs.  
 
The TOT model should cover three levels (beginner, intermediate and advance levels) and 
each HEIs will identify about 5-10 staff who will be the future trainers in their respective 
institutions for their own trainers. These trainers will undergo the three levels within a certain 
period, to start of with using case effectively in teaching (Level 1), followed by ability to 
evaluate and do case research and finally to be able to write the cases as training material and 
publication. Once successful in publishing their cases, then they are qualified to be a trainer 
for their respective HEIs in case usage, case research and writing. 
 

SUMMARY AND CONCLUDING REMARKS 

  AVERAGE OR  % 2.7 3.9 1.5 1.6 

IPTS 
 N=20; Useable Q'aire    = 
14 

        

  TOTAL 13 33 12 31 

  AVERAGE OR % 1.2 3.3 1.1 3.1 
POL
Y  

 N=30; Useable  Q'aire   = 
97 

        

  TOTAL  47 71 35 53 
  AVERAGE OR % 0.8 1.3 0.6 1.0 

COM 
N=20; Useable Q’aire  = 
14 

        

  TOTAL 14 6 14 6 

AVERAGE OR % 1.75 0.67 2.00 0.86 
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Student-centred learning is what the young generation of today is looking forward to. 
Malaysia is still far behind in getting the local materials ready the training trend. Worse still 
although the idea and trend has been recognised the number of available trainers is far from 
satisfactory and this cannot be allowed to develop at the current rate. AKEPT need to be 
more dynamic and proactive and developing the three levels of training modules are 
appreciated and the follow-ups need to be done aggressively. Case teaching requires a 
depository of quality local cases to be made easily available and teaching trainers the use is 
just half the battle. The other half which is tougher is to make them do research and write 
good cases for training purposes. This is probably the bigger battle. HEIs and perhaps the 
higher authorities might want to think of ways making this a desired activities amongst the 
trainers. 
 
[questionnaire in Malay language can be made available through request.] 
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ATTACHMENT A: (the English version of the questionnaire). 

SURVEY TO STUDY THE EXTENT OF CASE USAGE AND IN TEACHING 
AND LEARNING AMONGST HEIs IN MALAYSIA. 

1 Name of Institution  
2 Respondent's 

profile 
a. high

est 
qualificatio
n (please 

circle) 

Diploma;    Adv Dip;    Degree ;   
Masters ;    PhD. 

 a. gender (please 
circle):        
Male/female 

c. age (please 
circle) 

<30:    31-<40:     41-<50:    51-,60;     
>61 

3 my appointment: 
Teacher      (  );   
Trainer       (  ) 

Lecture
r 
  (  ) 

Assoc prof (  
) 

  

  please select by 
putting an 'X' 

Manager     (  ); 
supervisor (  ) 

Researc
her (   ) 

Proferssor (  
) 

  

4 My teaching load 
(hours per week)   

total hours 
per week 

………..hour
s 

5 The 'Students-
centred Learning"  
(SCL) term 

level of 
understanding of 

SCL (circle 1=low, 
2=medium or 

3=high) 

1    2    
3 

hours using 
SCL per 
week 

……….. 
hours 

  
  

a. project 
based 

………….. 
% 

  
  

b. problem 
based 

………….. 
% 

  
  

c. use cases ………….. 
% 

6 Using of cases in 
Teaching   

current 
(2012) 

by 2015 

  % of time  using cases in my 
course 

……………
….. % 

……………. 
% 

  % of time  using cases in my 
program (estimated) 

……………
….. % 

………….. 
% 

  % of time  using cases in my 
institution(estimated) 

……………
….. % 

…………. % 

7 Training needs for 
the use of cases: 

Myself yes / no   number of 
staff that 
need the 
training 

  academic staff 
in my program 

yes / no 
 ……………. 

  academic staff yes / no   …………… 
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in my 
Institution 

8 Training needs for 
the writing of 
cases.: Myself yes / no 

  estimated 
number of 
staff that 
need the 
training 

  academic staff 
in my program 

yes / no 
 ………… 

  academic staff 
in my 
Institution 

yes / no 
  ………… 

9 

Available expertise 
in my Institution 

 

 

 staff 
available to 
train the use 
of cases 

staff 
available to 
train the 
writing of 
cases 

  
my Department 

 
……(numbe

r) 
……(number
) 

  
  

my Institution 
 

……(numbe
r) 

……(number
) 
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Abstract 

By the year 2020, Malaysia is expected to be a fully developed nation with balanced aspects 
of lives. , Vision 2020 was planned with nine (9) challenges in bringing the vision into a 
reality. One of them is about establishing a prosperous society within an economy that is fully 
competitive, dynamic, robust and resilient. Of such, to bring prosperity to the Malaysian 
economy, various projects had been kicked-off and one of them with regards to 
entrepreneurship in Malaysia as this particular economic area is one of the main factor in 
bringing up the Gross Domestic Product (GDP) of Malaysia. This study was done to 
determine the motivation and success factors of successful entrepreneurs conducted in the 
state of Kedah, a northern state in Malaysia. Sixty successful entrepreneurs were interviewed 
and a multiple regression and descriptive data were obtained from the research. Motivation 
factors such as to increase income, to be one’s own boss, to prove that they can do it ranked 
the top three motivational factors and were found to significantly influenced entrepreneurial 
success while success factors like hard work, good marketing, good customer service were 
the top three factors in influencing success of entrepreneurs but it was not significant in 
influencing the success of entrepreneurs.   
 
KEY WORDS: entrepreneur, entrepreneurship, motivation, success, strategy, Malaysia 

 

Introduction 

By the year 2020, Malaysia aimed to become a fully developed nation with balanced aspects 
of lives. Planned and introduced by the fourth Malaysian Prime Minister, Tun Dr. Mahathir 
bin Mohammad on February 28 year 1991, the vision was carried along by the fifth and now 
the sixth Malaysian Prime Minister, Najib bin Tun Razak. The Vision 2020 was planned, 
introduced and kicked-off during the Sixth Malaysia Plan. In this ideal way of managing and 
uplifting the nation, nine (9) challenges were listed and one of them was the challenge to 
establish a prosperous society with an economy that is fully competitive, dynamic, robust and 
resilient.  Malaysia by the year 2020 will be able to provide her own necessities without 
depending on others. Among the necessities would be her own industries in providing her 
people employments that would bring food to the table of her people (Vision 2020). 
  
In addition, the fourth Malaysian Prime Minister also emphasized the importance of 
increasing the Growth Domestic Product (GDP) for at least 7% each year in achieving the 
Vision 2020. By increasing the GDP to 7% annually, for the duration of 1990 to 2020 (30-
years-duration), the GDP of the country would be multiplied as of from RM115 billion in 
1990 to RM920 billion in 2020 (Wikipedia, 2013). 
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As the nation gets closer to the targeted year, Malaysia has made her way through various 
challenges. Transformed from a nation which was dependable only on her natural resources 
like rubber, palm oil, timber and tins to an industrialised country which now have high 
technologies plants spreading over the country. PROTON, Perodua and Air Asia are just a 
few names of the giant entrepreneurs in Malaysia. 
  
It is true that these giant entrepreneurs bring along economic growth to the nation but how 
about small and medium entrepreneurs’ contributions?  What are the factors that motivate 
and are defined as success factors which will make these entrepreneurs sustain and 
competitive? This paper aimed to study the motivation and success factors of the small 
business entrepreneurs in Kedah, a Northern state in Peninsular Malaysia. 

 

Background of the Study 

Malaysia GDP Performance: For the year 2010, twenty (20) years after the flag-off Vision 
2020, the following GDP growth was recorded by the Department of Statistics Malaysia. 
Each and every state of Malaysia showed positive increment especially states which had 
manufacturing and services as their main economic sources. Due to that, undoubtedly the 
state of Selangor took the highest point whilst Sabah being the lowest. 
 

Source:GDP by State Department of Statistics, 
Malaysia 2010 
 
Entrepreneurship: Being an entrepreneur is not 
just a matter of owning a business. Rather, an 
entrepreneur is a person who has an attitude of 
taking risks and   grabbing   what is seen as the 
impossible into something desirable through 
opportunities. These transformations would later 
open up more opportunities for others to venture 
(Curator, 2009). Besides these attitudes, an 
entrepreneur also has been said as having the 
desires for independence/autonomy, family 
security, self-fulfilment and growth, financial 
gain, as well as opportunity recognition (Chu et. 
al; 2011). But the ultimate aim is to   be their 
own boss, pursue their own ideas and pursue 
financial rewards (Barringer & Ireland, 2012). 
Thus, in sum, entrepreneurship can be 
summarized as someone who takes risks in 
transforming the impossible into emerging 
market through opportunities that later set the 
path for others to venture. 
 

Motivation: Motivation is generally defined as achieving a goal, a target or desired means 
that later keeps oneself continuously working towards it.  It can also be described as a 
pushing factor and motivation can be either conscious or unconscious. Historically, the word 
was said to be coined back in the late 19th century, a motivated person will perform a task or 
duty willingly as long as the desired goal achieved (Cherry, 2013). 

Table 1: GDP Growth by State, 2010 

State 
GDP 
Growth 
(%) 

Selangor 10.8 
Pulau Pinang 10.0 
Johor 9.3 
Wilayah Persekutuan Kuala 
Lumpur 

9.2 

Wilayah Persekutuan 
Labuan 

6.0 

Perak 5.7 
Melaka 5.6 
Perlis 5.4 
Negeri Sembilan 5.3 
Sarawak 4.5 
Pahang 4.5 
Kedah 4.4 
Terengganu 4.3 
Kelantan 4.1 
Sabah 2.4 
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Success Factors: To achieve success means achieving or accomplishing the positive, 
favourable, accepted goal or target. The term can also be described as the good factors 
overcoming the bad. The accomplishment or achievement can be wealth, position, higher 
level of status or winning a good situation (Oxford Dictionaries & Dictionary.com, 2013). 
Thus, when describing the success factors, it can be concluded that success factors are 
elements that create and later inspired a person to achieve or accomplished positive, 
favourable and accepted goal or target in oneself. 
 
Entrepreneurship in Malaysia: As recorded, entrepreneurship in Malaysia had started 
historically since the time of the Malacca Sultanate or may be way back before that. This 
means either doing business gigantically like Sime Darby which is already known as a 
conglomerate or becoming giant entrepreneurs like PROTON, Perodua, and Air Asia or to 
become small and medium businesses owners. The small and medium businesses owners or 
the SMEs will be the main focus for this particular review of the study. 
 
SME: In categorizing SMEs, National SME Development Council’s chaired by the Prime 
Minister of Malaysia was used as a guideline. Each category of SME was defined through a 
study done in October 2005 that involved 523,132establishments or entrepreneurs (Aris, 
2007).Two (2) main criteria used in determining the categories which were based on the 
number of full-time employees and the second criteria based on annual sales turnover were: 
 

*x: number of employees 
 
*x: annual sales turnover 
 

The National SME Development Council had 
decided that an establishment is classified as 
SME should one of the criteria in either Table 
1 or Table 2 was met. 
 
Economic Performance in Kedah: With GDP 
growth of 4.4 per cent (4.4%) in the year 2010 
and the state of Kedah also shared the same 
types of economic activities like other states.  
It had agriculture, mining and quarrying, 
manufacturing, construction, services and 
import duties. The percentage distribution of these economic activities for the year 2010 is 
illustrated in Table 4. 
 

Table 2: Definition of SMEs  
(Number of Full-time Employees) 

Category 
Micr
o 

Small Medium 

Manufacturi
ng 

5 >x 
5 
≤  x  ≥  
50 

51 
≤  x  ≥  
150 

Services 5 >x 
5 
≤  x  ≥  
19 

20 
≤  x  ≥ 
50 

Agriculture 5 >x 
5 
≤  x  ≥  
19 

20 
≤  x  ≥  
50 

Table 3: Definition of SMEs  
(Annual Sales Turnover- (RM)) 

Category Micro Small 
Mediu
m 

Manufactur
ing 

250,00
0>x 

250,00 
≤  x> 
10Millio
n 

10Milli
on ≤  x  
≥  
25Milli
on 

Services  
200,00
0>x 

200,000 
≤  x> 
1Million 

1Millio
n  
≤  x  ≥ 
5Millio
n 

Agriculture 
200,00
0>x 

200,000 
≤  x> 
1Million 

1Millio
n  
≤  x  ≥  
5Millio
n 
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Source: Department of Statistics, Malaysia 
 
As shown in  the table above, services sector took 
more than half of overall Kedah’s GDP growth for 
the year 2010 and manufacturing took more than 
fifty per cent (50%) for the other portion of Kedah 
economy.  Comparing data and information 
between tables 2, 3 and 4, there was a linkage 
between the SME definition and the concept of 
entrepreneurship in Kedah. 
  

Literature Review  

Goh (2012) found the following factors that 
motivates e entrepreneurs to own their own business: 
Money, proving that they can do it, to provide jobs for their family members, for own 
satisfaction and growth, to have job security and to be closer to the family and build 
something which can pass on to their children (Malika, 2009, Chu, 2008, Benzing, 2009; 
Zimmerman 2010; Stefanovic, 2010) 
 
Other motivating factors to a lesser extend were: to keep busy; for status, to contribute to 
welfare of the society; anticipate positive outcome of business and cannot find job that has 
appropriate to their background (Segal, 2005, Hughes, 2006; Sidikat, 2006). 
 
A literature on success factors for business owners revealed that the following factors were 
important:  good management skills, previous business experience, good customer service, 
satisfactory government support, access to capital, support of family and friends, good 
product at competitive prices, marketing, sales and promotion, reputation for honesty, 
community involvement, social skills,   spouse support and perseverance (Chu, 2007a; 
Benzing, 2009; Godratt,2004; Hussain; 2010; Zimmerman,2010;Stefanovic,2010; Malika, 
2009) 
 
As mentioned earlier, Kedah offers vast opportunities for economic development especially 
for the entrepreneurs. With well-planned programs by the federal and the state governments, 
the development can be seen through its GDP growth and other benchmarks. Unfortunately, 
there is still lack of study for the individual himself in bringing success into their enterprises 
especially for the SMEs.  
 
This study was done on motivation and success factors of the entrepreneurial business owners 
in Kedah with the hope it could be a starting point in determining human or internal factors 
rather than just concentrating on the external elements in spurring the growth of more 
entrepreneurs.  
 
Moreover, with the awareness and importance of small and medium entrepreneurship towards 
the economy of Malaysia, such study and research is hoped to provide  guidelines and 
handbook not only to those who want to venture in the areas but also to the government, for  
the sustainability of entrepreneurship in Malaysia. 
 
With that in mind, the   research questions were: 
  

Table 4: Percentage Distribution 
of Economic Activities for the 
State of Kedah, 2010 
Economic 
Activities 

Distribution 
(%) 

Services 55.7 
Manufacturing 31.2 
Agriculture 10.0 
Construction 2.7 
Import Duties 0.3 
Mining & 
Quarrying 

0.1 

Total 100.0 
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RQ  1: What are the motivation factors    and success factors of successful entrepreneurs in 
Kedah? 
2: How is the relationship between motivation and the success factors and successful 
entrepreneurs in Kedah? 
3: Which factors are the most important? 
 

 
 

Theoretical Framework 

This research which concern the motivation and success strategies of entrepreneurial business 
owners can be illustrated in the following theoretical framework: 
  

 

Methodology 

A purposive sampling was used by the 
researchers in getting the data from the 
correspondents. By using this sampling 
method, subjects ranging from various type of 
business like retailing, wholesaling, service, 
and others was employed. Data was obtained 
though   self administrated questionnaire 
mailed to the employers. The survey 
questionnaire originally constructed by Chu 
and Katsioloudes, (2001) was used. There were 
thirty five (35) questions in the questionnaire 
which were divided into three (3) main groups: 
(a) Personal and business profile (b) 

Motivation of entrepreneurs (c) Success factors of entrepreneurs  
 

Findings 

Sample Characteristics:  The Tables below summarized the personal information regarding 
the entrepreneurs and the enterprises surveyed. 
 

Table 5: Entrepreneurial Characteristics 

Information Surveyed Frequency 
Percentage 
(%) 

Gende
r 

Female 31 51.7 
Male 29 48.3 

Marita
l 
Status 

Married 31 51.7 

Single 29 48.3 

Age 
30 – 40 23 38.3 
< 30 19 31.7 
> 40 18 30.0 

 
Figure 1: Theoretical Framework 
 

 
 
 
 

Motivation 
Factors

Success 
Factors

Succesful 
Entrepreneurs

Independent 
Variables 

Dependent 
Variable 
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Table 5: Entrepreneurial Characteristics 

Information Surveyed Frequency 
Percentage 
(%) 

Highes
t 
Educat
ional 
Level 

Had some 
graduated work or 
completed 
graduate degree 

23 38.3 

Attended college 
or completed 
college 

19 31.7 

Attended high 
school or 
completed high 
school 

10 16.7 

Completed grade 
school or less 

8 13.3 

* Total Number of Samples = 60 
 

Table 6: Enterprise Characteristics  

Information Surveyed 
Freque
ncy 

Percent
age (%) 

Type of business ownership 

Establish
ed by you

29 48.3 

Bought 
from 
another 

16 26.7 

Inherited 15 25.0 

Age of business 

3 to 5 
years 

28 46.7 

5 to 10 
years 

17 28.3 

More 
than 10 
years 

15 25.0 

Number of employees 
< 10 43 71.7 
 10 to 20 13 21.7 
> 20 4 6.7 

Type of business 

Retailing 18 30.0 
Wholesal
ing 

15 25.0 

Service 22 36.7 
Others 5 8.3 

* Total Number of Samples = 60 
 
Table 7: Mean Score For Motivation 
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Motivation Factors: Table 7 summarized the 
mean score for motivation factors collected by 
the research. The motivation factors were 
ranked by the value of the mean. 
 
 
 
* Total Number of Samples = 60 
 
Success factors: Table 8 summarized the mean 
score for factors contributing to business 
success collected by the research. Similar to 
Table 7, the success factors were ranked by the 
value of the mean. Should two (2) or more 
success factors share the same mean, the 
success factor with lower standard deviation 
will take the higher rank. 
 
 

Table 8: Mean Score For Success Factors 

Rank Motivation Factors Mean 
Standard 
Deviation 

1 Hard work 4.25 0.628 

2 
Marketing factors 
(sales & 
promotions) 

4.18 0.792 

3 
Good customer 
service 

4.17 0.668 

4 
Good product at a 
competitive price 

4.13 0.724 

5 Location 4.13 0.812 

6 
Good general 
management skills 

4.12 0.739 

7 
Charisma: 
friendliness to 
customers 

4.03 0.637 

8 Access to capital 4.02 0.813 

Factors 

Rank 
Motivation 
Factors 

Mea
n 

Standa
rd 
Deviati
on 

1 
To increase my 
income 

4.33 0.655 

2 
To be my own 
boss 

4.30 0.850 

3 
To prove I can 
do it 

3.95 1.126 

4 
For my 
satisfaction and 
growth 

3.78 1.059 

5 
To gain public 
recognition 

3.65 1.087 

6 
To be closer to 
my family 

3.47 1.359 

7 
To build a 
business to pass 
on 

3.39 1.287 

8 
So I will have 
job security 

3.32 1.334 

9 
To provide jobs 
for my family 

3.25 1.503 

10 

To be able to 
use my past 
experience & 
training 

3.07 1.247 
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Table 8: Mean Score For Success Factors 

Rank Motivation Factors Mean 
Standard 
Deviation 

9 
Previous business 
experience 

3.97 0.823 

10 
Ability to manage 
personnel 

3.82 0.596 

11 
Support of families 
and friends 

3.73 0.880 

12 
Maintenance of 
accurate record of 
sales & expenses 

3.58 0.671 

13 
Reputation for 
honesty 

3.58 0.850 

14 Appropriate training 3.53 0.892 

15 
Satisfactory 
government support 

3.20 0.935 

16 
Community 
involvement 

2.72 0.958 

17 
Political 
involvement 

2.38 1.209 

* Total Number of Samples = 60 
 
 Using the multiple regression tests in order to determine the relationships of independent and 
dependent variables to test the related hypothesis Goh et al. (2012) found the following 
results. The two hypotheses developed through model summary were:  
 
H0: Motivation factors and success factors  does not   influence  in entrepreneur business 

success; 
H1: Motivation and success factors have an  influence in the  entrepreneurs business success 
 
 
 
Table 9:  Model Summary  

Model Summary 

Model R R-Square 
Adjusted R-
Square 

Standard 
Error of 
Estimate 

1 0.293a 0.386 0.054 0.803 

Predictors: (Constant), success factors, motivation factors 

 
Table 10: ANOVA 

ANOVAb 

Model 
Sum of 
Squares 

df 
Mean 
Square 

F Sig. 
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1 Regression 3.459 2 1.729 2.684 0.077a 

 Residual 36.725 57 0.644   

 Total 40.183 59    

Predictors: (Constant), success factors, motivation factors 
Dependent variable:  Business success 

 
Table 11: Coefficients Summary  

Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

T Sig. 

B 
Standard 
Error 

Beta 

1 (Constant) 0.331 1.111  0.298 0.767 

 Motivation factors 0.395 0.173 0.292 2.283 0.026 

 Success factors 0.017 0.279 0.008 0.060 0.953 

Dependent variable:  Business success 

 
The table above indicated that only 38.6% of motivation and success factors explained 
business success ( Table 9) and  the relationship between the dependent and the independent 
variable  was not  significant  ( F=2.684;  Sig = 0.077; p> 0.05 – Table 10).  However 
between the  two independent variables motivation factors  were more significant in 
explaining  independent variable ( business success ; t= 2.283; sig = 0.026 ; p<0.05 )   than 
success factors  (t=0.060;sig=0.953. p>0.05 ) which  was not significant in explaining 
business success (Table 11) 
 

Discussion 

Motivation Factors: 
The results showed that it cannot be denied that income level is the main motivation factor 
for an entrepreneur in venturing into a business. Previous researched and later found this to 
be consistent in the literatures. (Goh et al., 2012) 
  
The entrepreneurs indicated that increasing income is the main motivating factor for 
becoming business owners, followed   by a desire to become business owners, proving that 
they can do it and a desire for satisfaction and growth, the income motivation dominate the 
internal reward motivation related to independence and intrinsic motives.  If entrepreneurs 
are motivated primarily by income potential, then increasing the profitability of business 
ownership should encourage more small and medium enterprise (SME) to start up business. 
Simplifying registration or licensing, revising the labour code and reducing payroll taxes are 
a few ways to increase business income and encourage further SME development. 
 
The study also showed that family business concerns such as expectations of earning more 
money in self-employment and the opportunity to pass the business on to children were other 
important motivational goals in starting up small business ownership. 
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The entrepreneurs regarded an attitude of hardworking as the crucial factor contributing to 
their success. Due to the reason of this factor, it is largely under the entrepreneur’s locus of 
control, which means they believe they can control their own business success. This attitude 
empowers entrepreneurs and lead to lower stress. The respondents also perceived marketing 
factors (sales and promotion), good customer service, and strategic location, good product at 
a competitive price, good general management skills, charisma, friendliness to customers and 
an access to capital as the leading factors to a higher level of business achievement.  Based on 
the results of this study, entrepreneurs also indicated that political involvement, community 
involvement as relatively unimportant to their success.      
. 
Through the ten (10) factors listed by Goh et.  al. (2012), assumption can be drawn that an 
entrepreneur wants to determine his own destiny by controlling all the factors that will affect 
his future and also his enterprise. As described by Kuratko (2009), “Entrepreneurs are driven 
by a strong need to control both their venture and their destiny. This internal focus of control 
spills over into a preoccupation with controlling everything. An obsession with autonomy and 
control may cause entrepreneurs work in structured situations only when they have created 
the structure on their terms.” Thus, the factors of to be my own boss, to prove “I can do it”, 
for my satisfaction and growth, to gain public recognition, to be closer to my family, to build 
business to pass on, so I will have job security, to provide jobs for my family and to be able 
to use my past experience & training describe what Kuratko (2009) meant. 
 
Success Factors: 
To further discuss the motivation success factors, the tables provided   are the referral points 
in comparing what had been studied earlier in the literatures and study done by Goh et. al 
(2012). The comparison of these two (2) tables can be found in Appendix F. 
 
Through literatures provided and the reality of entrepreneurs in Kedah, the success factors are 
in tandem to one another. The only thing that marks the difference is just the rank between 
what been reported in literatures and surveyed by Goh et. al (2012).  
 
Among the seventeen (17) points listed by Goh et. al (2012), five (5) can be classified as 
external factors which are location, support of families and friends, reputation for honesty, 
and satisfactory government support. The remaining of the list can be categorized as internal 
factors.   
 
Among the factors listed also, surprisingly, satisfactory government support took the fifteenth 
rank with mean 3.20.  This somehow indicates that that economic prosperity and government 
support is required for a favourable environment for entrepreneurs to develop. Earlier in the 
journal, it was stated Kedah’s GDP growth which increased by 4.4 per cent in the year 2010, 
the implementation of North Corridor Economic Region (NCER) for year 2007 till year 2025 
that includes Kedah as one of the states and main infrastructures like highways and airport 
should be seized as opportunities by entrepreneurs in , Kedah. These mega projects are 
supported not only by the federal government but also by the state government. Not to 
mention, universities and colleges have been erected in bringing up Kedah to be at par with 
other states in Malaysia. 
 
The study adds to the existing body of knowledge to better understand what motivates the 
entrepreneurs to start up their business and the strategies they employ to achieve the success.  
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This is important for the government to provide the resources and impetus to further spur the 
growth of entrepreneurs in the state.     
 
The limitation of this research is that the sample of the study only includes those in the state 
of Kedah and therefore the scope of the research is limited to this state only.  
  

Conclusion and Suggestion for Future Studies: 

For future studies on this subject, another area can be incorporated which is the usage of 
technology in entrepreneurship either in operation or in management, particularly with 
regards of Information Technology (IT). In incorporating this particular topic in future 
studies, researcher(s) might include several sections such as: 
 
1. The level of knowledge in IT; 
2. Experience with IT; 
3. Awareness of the importance of IT; 
4. How IT can help to make things better. 
 
The reason why IT be another area to be incorporated is the boom of online businesses and 
transactions which are the silent competitors to the entrepreneurs especially those who are 
still doing it in traditional way. 
 
Dot com businesses, marketing and promotions through Facebook and blogspots and on-line 
affiliates are among the “in” and “happening” phenomenon nowadays. To be exact, the 
internet revolution since 1990s brought forward www which links everybody in this world, 
betterment of supply chain management, e-Commerce, Yahoo, eBay, Google, Amazon and 
others (Russel & Taylor, 2011).  
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ABSTRACT 

The purpose of this study is to study the effect of strategic planning and strategic execution 
on organizational performance using Boyd et al (1998) measurement of strategic planning 
and Cater & Pucko (2010) measurement of strategic execution. The proposed model focuses 
on the relationship between strategic planning and performance, strategic execution and 
performance and the effect of strategic execution on the relationship between strategic 
planning and organizational performance. This study also tries to ascertain the relationship 
between strategic planning and strategic execution. 
 
Keywords: strategic planning, strategic execution, strategic implementation, organizational 
performance, performance 
 

Introduction 

In a globalized and hyper competitive business environment today, firms have been working 
intensely to formulate the best strategy in order to gain competitive advantage in the market. 
However, having only a best formulated strategy does not guarantee corporate successes. One 
has to effectively execute the well formulated strategy in order to secure better corporate 
performance. A good planning and good execution are two crucial factors that are known to 
be very influential in determining organizational performance.  
 
In this turbulence business environment, firms have been competing tremendously in 
modeling, formulating and designing the best strategy to ensure the corporate success. 
However, the success rate of a well established strategic planning seems to be not 
encouraging. Numerous scholars agree that strategy frequently fail not because of inadequate 
strategy formulation but instead, because of insufficient execution or failure in implementing 
the well and perfectly formulated strategy. (Yang et al., 2008; Pucko & Cater, 2008, Cater & 
Pucko, 2010; Chen et al., 2008). Fortune magazine noted that less than 10% of well 
formulated strategies are effectively executed (Judson, 1991; Gurowitz, 2007). The Time’s 
study of 200 companies (Farsight Leadership Organization, 2007) found that 80% of 
companies had the right strategies yet only 14% were implementing them well. 
 
 According to Raps (2004), the real success rate of strategy implementation is between 10% 
and 30% (Pucko, 2008). This obviously shows that strategy execution is an important issue to 
be focused at and yet, it was almost completely neglected for decade (Pucko, 2008; 
Crittenden and Crittenden, 2008). On the other hand, Connor (2001), Gottschalk (2008) and 
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Pucko (2008) highlight the huge lack of deep and cohesive body of academic literature in the 
field of strategy execution. The only obvious contribution on this field for the last 15 years 
seems to be only from Kaplan and Norton (1992, 1996, and 2006) which is considered as the 
rare advancements (Pucko, 2008).  
 
In the Malaysia context, there are few research conducted to contribute to the body of 
knowledge of strategic management and corporate performance. For example, Ruzita (2007 
& 2010) had look into the corporate performance of Malaysian’s manufacturer by adapting 
multiple performance usage based on the Balanced Scorecard framework (Ruzita, 2007 & 
2010) and Haim Hilman Abdullah (2009) who looks into the competitive strategy and 
sourcing strategy in determining the corporate performance. Hence, there is a need for this 
study as it will further contribute to the body of knowledge of strategic execution both 
academically and practically. 
 
This study intends to look into the crucial strategic planning and strategic execution factor 
that affect organizational performance. This study will also examine the function of strategic 
execution activities as a mediator for strategic planning activities and organizational 
performance. There has been a growing realization of important contribution strategic 
execution (Andreas, 2004; Pucko, 2008 & 2010; Yang, Sun and Martin, 2008, Chen, Guo and 
Li, 2008) towards corporate performance. While academicians and business practitioners 
agree that activities in strategy execution has an impacts corporate performance, there are 
very little empirical researches that focus on what might be the effect of interaction of the two 
factors on corporate performance.   
 
Previous study created a range of model and typologies in attempt to identify the 
developmental stage of both strategic planning and strategic execution seperately. Very little 
empirical work has been done in investigating the interaction of activities in strategy planning 
and strategic execution on corporate performance. This study will attempt to address this 
insufficiency and will pursue to bridge the gap. 
 

Literature Review 

Strategic planning 
Strategic planning is undoubtedly a crucial concept and has always been a focus of strategic 
management research. Boyd and Reuning-Elliot (1998) pointed out that strategic planning is 
“a key concept in the management research” (p. 181) and the investigation of strategic 
planning and performance relationship has been the central to the strategic management 
literature (Shrader, Mulford & Blackburn, 1989; Boyd et. al, 1998; Rudd, Greenley, Beatson 
& Lings, 2008; Cater & Pucko, 2010) specifically in topics related to business competitive 
advantage, generic strategies, strategies implementation and strategic decision making. 
 
Although a cornerstone for strategic management literature, the conceptualization and 
definition of strategic planning remain unclear. Such ambiguity was well highlighted in 
Greenley (1994) and Boyd et al. (1998).  Boyd et al. (1998) pointed out two main reasons for 
such issue. First of all, the preference of the researcher in the field of strategic management 
that more favor to examine the relationship between variables over the conceptualization of 
variables has resulted in a lack of uniformity in defining and operationalizing the concept of 
strategic planning. Second is due to the focus of research where researchers are keener to 
examine the discrepancies and outcome of various strategies instead of the overall strategic 
planning implication. Nonetheless, in this study, we will operationalize strategic planning 
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based on several strategic planning references that we have referred with the anticipation that 
it will clarify and explain better the construct of strategic planning that we intend to 
investigate. 
 
Goodstein, Nolan and Pfeiffer (1993) identifies strategic planning as “the process by which 
the guiding members of an organization envision its future and develop the necessary 
procedures and operations to achieve that future” (p.3) while Thompson and Strickland 
(2003) describe strategic planning as “the tasks of crafting, implementing, and executing 
company strategies are the heart and soul of managing a business enterprise. A company’s 
strategy is the game plan management uses to stake out a market position, conduct its 
operations, attract and please customers, compete successfully and achieve organizational 
objectives” (p.3).  
 
Thompson and Strickland (2010) then further refine the view of strategic planning by stating 
that strategic planning is how an organization creates a plan to achieve its goal by identifying 
activities and processes that gives it competitive advantage. Apart from that, McNamara 
(2007) delineates strategic planning as “clarifying the purpose of an organization, where an 
organization wants to be in the future and how it is going to get there” (p.3). Based on the 
above discussed definition, we shall view strategic planning as a process in which 
organization clarify the reason of its existence and utilizes the resource available in it to 
create competitive advantage over its rival thus leading itself to achieve its intended future. 
 
As generally understood, the final goal for strategic management is the achievement of 
intended performance or the improvement of performance (Ventrakraman & Ramanujam, 
1986). Countless attempts to identify the planning-performance relationship have been 
initiated since the transition period of strategy research begins in the 1970s. However, as of 
today, the outcomes of such research remain equivocal with most of the studies conducted so 
far indicates that strategic planning contributes positively to corporate performance 
(Aldehayyat & Twaissi, 2011; Kaissi and Begun, 2008; Al-Shammeri & Hussein, 2007; 
Crusoe, 2000; Berman, Gordon & Sussman, 1997; Orpen, 1994; Pearce, Robbins & 
Robinson, 1987; Beard & Dess, 1981; Malik & Krager, 1975; Herold, 1972; Thune and 
House, 1970). For example, using the level of formality as a construct measurement for 
strategic planning in a study of 97 firms with average annual revenue of $20million in the 
United States, Pearce, Robbins and Robinson (1987) found that there is significant correlation 
between the levels of formality in strategic planning towards the performance of an 
organization in which formal planners out outperformed informal planners. 
 
Conversely, several other scholars posit neutral relationship between planning and 
performance (Rue & Ibrahim, 1998; Habib & Victor, 1991; Bracker & Pearson, 1986; 
Ackelsberg & Arlow, 1985; Leontiades & Tezel, 1980; Grinyer & Norburn, 1974; Rue & 
Fulmer; 1973). Grinyer & Norburn (1974) for instance, found no sign of formal planner 
outperformed informal planner but discovered that high performer tends to use more sources 
of information and had more objective when designing a strategic plan. Though research 
outcome show no association between levels of planning formality on performance, Grinyer 
and Norburn (1974) somewhat stressed that the existence of association between planning 
and performance is very much relies on i) how the planning is introduced and implemented in 
each firm and ii) its performance before and after the implementation. Therefore, the non-
existence of relationship between planning and performance from their research result cannot 
be seen as exclusive (p.86)  
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Brews and Hunt (1999) underlined two main reasons associated with the inconsistency of 
planning-performance research result namely i) the poor conceptualization and 
operationalization in the measurement of strategic planning as a research construct and ii) the 
influence of environmental factor on the type of strategic planning practiced by firms. 
 
The poor conceptualization and operationalization in the measurement of strategic planning 
as a research construct has been highlighted numerous times in the literature (see: Shrader et 
al., 1989; Boyd, 1991; Boyd et al., 1998). Brews and Hunt (1999) acknowledge that the 
inconsistency in the research outcome was due to the “crude dichotomous or trichotomous 
classifications of planning behavior” (p.890) that was used in early studies of strategic 
planning for example the comparison of formal and non-formal planners (Thune & House, 
1970) or the comparison among the level of long range planning completeness (Rue & 
Fulmer, 1973). These classifications of planning behavior was later replaced by a “more 
sophisticated Guttman scaling techniques” (Brews and Hunt, 1999, p.890) which uses the 
level of planning sophistication to measure the construct of strategic planning. The use of 
planning sophistication has rather generates a more significant planning-performance 
relationship compare to earlier research (Bracker & Pearson, 1986; Bracker et al., 1988; 
Berman et al., 1997) 
 
On the other hand, the influence of environment factors on the type of strategic planning 
practiced by firms denote that environment factors play an important role in affecting the 
success or failure of a particular type of strategic planning. For example, several scholars 
found that formal strategic planning was best effective in a stable environment (Mintzberg, 
1973; Frederick, 1984) where as other researchers discover that formal strategic planning 
work best only in a volatile environment (Eisenhardt, 1989; Miller and Cardinal, 1994). 
However, as of today, the impact of environmental factors on the planning-performance 
relationship remains indefinite in general. 
 
Strategic Execution 
Strategy execution is known to be an important element in strategic management because 
poor strategy execution weakens subsequent strategic planning efforts (Crittenden & 
Crittenden, 2008) and that a good strategic plan requires proper and effective execution 
process to make it a success. Hrebiniak (2006, 2008) acknowledge that while formulating a 
strategy is generally known as tough, executing and implementing the strategy is much 
tougher. Speculand (2009) highlighted that there is a growing recognition that the most 
important problem associate to the field of strategic management is now strategy execution 
and not strategy formulation 
 
However, there has been a rising concern that strategy execution receives lesser research 
attention compare to strategic planning though its importance is very much acknowledged by 
strategic researchers (Creasap, 2011, Yang, Sun & Martin, 2010; Gottschalk, 2008; Noble, 
1999; Gupta & Govindarajan, 1984). One of the possible reasons for this scenario, according 
to Okumus and Roper (1999), is due to the complexity of strategy execution and that in most 
cases, strategy execution is merely considered as an administrative exercise, an extension of 
strategic planning (Cater & Pucko, 2010; Bourgeois & Brodwin, 1984).  This scenario leads 
to the lack of reference point for corporate management practice as well as causing 
unsystematic, widespread and not in-depth understanding towards strategic execution in the 
academic world (Chen, Guo & Li, 2008, Noble, 1999). 
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The under researched of strategic execution (Noble, 1999) has also led to some disagreement 
over its operationalization. While most of the scholars are in favor of the terms 
“implementation” instead of “execution” (Pucko, 2008, 2010; Chen et al., 2008; Gurowitz, 
2008), others remain indifferent about the definition.  According to Sashittal & Wilemon 
(1996), several terms that is synonym to execution such as “implementation” and 
“actualization of goals” often being used in strategic management literature but are not 
adequately employed by managers in practice. Yang et al. (2010) on the other hand, 
extensively reviewed sixty strategy execution articles and found that there seems to be no 
article that differentiates strategy implementation from strategy execution. According to 
Yang et al. (2010), some strategy scholars even take strategy execution as an exact synonym 
of strategy implementation. Hrebiniak (2006, 2008) for example, states that though 
formulation of strategy is hard, “executing or implementing” the strategy across the 
organization is even harder. Apprehending that there is no exact different between strategy 
implementation and strategy execution, we shall use both term interchangeably. 
 
On the other hand, there seems to be no unified understanding towards the definition of 
strategy execution due to the lack of cohesive body of existing implementation research 
(Noble, 1999; Pucko, 2008; Yang et al., 2008, 2010). Though remain vague, Yang et al. 
(2008) has able to identify three different perspective of the term namely i) the “process 
perspective” which view strategy execution “as a sequence of carefully planned consecutive 
steps” (p.4), ii) the “behavior perspective” which examines the action taken when executing a 
strategy and iii) the “hybrid perspective” which consist of both process and behavior 
perspective.  
 
By taking into consideration these three different perspectives, Yang et al. (2008) define 
strategic execution as “dynamic, iterative, and complex process, which comprised of a series 
of decisions and activities by manager and employees which is affected by a number of 
interrelated internal and external factors in order to turn strategic plans into reality and to 
achieve strategic objectives” (p.6). Likewise, in this study, we operationalize strategic 
execution according to the definition mentioned above. 
 
Due to the insufficient focus in the field of strategy execution and a lack of unified 
understanding towards the execution of strategy, it is concluded that to date, there yet to exist 
a systematically structured execution process that is universally recognized in the present 
day. However, a review to related references brought a few representative points of view 
about strategy execution in present research. 
 
Noble (1999) was considered as one of the earliest researcher attempts to address the gap in 
strategy implementation research by providing a framework that distinguishes two broad 
view of strategy execution namely i) structural view and ii) interpersonal process view. His 
seminal work managed to capture the attention of strategy researcher to revisit the elapsed 
research on strategy implementation. 
 
Following through, a Chinese group of researchers, Xue, Wei & Qi (2005) identified three 
major elements: consensus, coordination, and control as the basis for strategy execution while 
Bossidy & Charan (2007) emphasizes on strategic processes, personnel procedures and 
management process as a constituent elements of strategy executions. Higgins (2005) on the 
other hand, revises McKinsey’s “7s” and propose his “8s” model which consists of “strategy, 
structure, systems and processes, leadership style, staff, resources, shared values and strategic 
performance” to better assist managers in strategy execution (Pucko & Cater, 2008). In 
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addition to that, there are efforts to link strategy execution to organizational performance in 
the form of examining the relationship between strategy execution style and organizational 
performance (Andrews, Boyne, Law & Walker, 2011; Thorpe & Morgan, 2007; Stewart & 
Kringas; Parsa, 1999) 
 
In recent year however, more focus has been given towards the evaluation of strategy 
execution literature in order to further clarify and operationalize the construct of strategic 
execution. One of the notable contributions was Yang et al. (2008, 2010) seminal work, 
“Making strategy work: A literature review of the factors influencing strategy 
implementation” which evaluates twenty four years of strategic execution literature 
development, Yang et al. (2008, 2010) identified nine crucial factors of strategy 
implementation which are commonly discussed in the literature as well as two approaches 
that combine or relates relevant factors. The nine crucial factors that affect strategy 
implementation according to Yang et al. (2008, 2010) are: 

i. Strategy Formulation 
ii. Relationship between departments and strategy levels 

iii. Executors 
a. Executors – Top Management 
b. Executors – Middle Management 
c. Executors – Lower Management / Non Management 

iv. Communication 
v. Implementation tactics 

vi. Consensus 
vii. Commitment 

viii. Organizational structure 
ix. Administrative systems 

The two approaches that combine or relate relevant factors are: 
i. Categorizations of various factors into groups or categories 

ii. Relating implementation in a framework 
 
While we are able to see there is a rising effort in studying strategy execution from the 
perspective of factors affecting successful execution as well as barriers to strategy execution 
(Hrebiniak, 2006; Wessel, 1993 as cited in Parnell, 2008), there is still lack of effort in 
examining the relationship between execution and performance as well as identifying the 
crucial activities that needs to be emphasized during the execution process in order to 
successfully implement a well formulated strategic plan thus resulting desirable performance 
(Hrebiniak, 2006; Hrebiniak & Joyce, 2001). 
 
One significant attempt to address the above mentioned gap was from Cater & Pucko (2010). 
Based on the work of Hrebiniak (2005) and others such as Wheelen & Hunger (2006) and 
Kaplan & Norton (1996), Cater & Pucko (2010, p.209-210) investigates: 

i. the important groups of activities for and obstacles to strategy execution 
ii. how companies from various size, sector, ownership and sales market group 

differ in the activities they practice and in the obstacles they face when 
implementing strategies 

iii. The relationship between activities for and obstacles to strategy 
implementation on one hand and company performance on the other. 

 
Cater & Pucko (2010) investigations is the only studies that employed the function of 
management namely planning, organizing, leading and controlling to illustrate the overall 
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activities required during strategy execution processes which is totally distinctive from earlier 
study which focuses on a particular dimensions or factors in during strategy execution. They 
found that organizational performance very much depends on proper organizing activities.  
 
Apprehending the need to address the relationship between strategic planning, strategic 
execution and performance in a more holistic perception, the current study will be based on 
Cater & Pucko’s (2008, 2010) model of strategy execution as it represent overall execution 
process. 
 
Organizational Performance 
Organizational performance is one of the key concepts in strategic management studies 
(Richard, Devinney, Yip, & Johnson, 2009). However, its definition remains debatable with 
only several studies consistently define and measures this construct (Kirby, 2005). March & 
Sutton (1997) highlighted that while organizational performance is a common construct in 
strategic research, the justification toward its structure and definition remain equivocal and 
that its aptness is “unquestionably assumed” (Richard et al., 2009, p.3). 
 
Practically, organizational performance is a major emphasis for every operating firm as the 
feasibility of strategic planning and effectiveness of strategy execution is illustrated through 
organization performance. Wheelen & Hunger (2006) in an attempt to address such equivocal 
in the definition of organization, define organization performance as “the end result of 
activities by a company. This includes the actual outcomes of strategic management process”. 
This definition implies that the organizational performance is the result and evidence to 
validate the effort of a particular organization in achieving what it intends to achieve namely 
its mission and vision.  
 
Ruzita et al. (2009) highlighted that organization performance often being measured in three 
approaches. The first measure of organization performance is traditional financial measures 
such as return on assets (ROA), return on earning (ROE) and return on sales (ROS) and 
contemporary financial measures, the economic value added (EVA) measures. The second 
measure of organization performance is the “market based measures” of performance (Ruzita 
et al., 2009, p.4) in which the market value added (MVA) measure is used and finally third, is 
the qualitative measures such as customer satisfaction, stakeholder and management’s 
satisfaction with performance, process improvement, quality, and employee’s satisfaction 
(Parnell, Lester, & Menefee, 2000; Hendricks, Defreitas, & Walker, 1996). 
 

Conceptual Framework Development 

Several scholars suggest that strategic planning influences the success of strategy 
implementation thus improving organization performance (Miller et al., 2004; Collier et al., 
2004; Love et al., 2002; Grundy & King, 1992) and that good planning requires good 
execution to achieve better organization performance (Cater & Pucko, 2010; Pantelo, 2008; 
Hrebiniak, 2005). This shows that there seems to be some sort of relationship between 
strategic planning, strategic execution and organization performance. Therefore, in line with 
prior strategic literature, we propose strategic execution as a mediator in the relationship 
between strategic planning and organization performance. Figure 1 illustrates the proposed 
research framework for the present study. 
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Figure 1 Conceptual framework for the relationship of strategic planning, strategic 
execution and organizational performance 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Given the aforementioned literature support and conceptual framework illustration, the 
following proportions are proposed: 
 
Proportion I: Effective strategic planning has a significant positive impact on organizational 
performance. 
Proportion II:  Organization placing strong emphasis on strategic planning will also place a 
strong emphasis on strategy execution processes 
Proportion III: Effective strategic execution has a significant positive impact on 
organizational performance 
Proportion IV: A good strategic planning with effective strategic execution will result in a 
better organizational performance. 
 

Conclusion and recommendation 

This conceptual paper outlined the possible relationship between strategic planning and 
strategic execution on organizational performance. While there has been ample of research 
investigating the impact of both strategic planning and strategic execution on organizational 
performance distinctively, there has been limited study that examine the interrelationship of 
these variables simultaneously. 
 
This conceptual paper attempt to contribute to the advancement of strategic management 
literature specifically in the field of strategic planning and strategic execution which is highly 
regarded as under-researched by further illustrates the possible relationship of the mentioned 
variables.  
 
The present paper provides theoretical justification for the proposed relationship with an 
expectation that an empirical research to be carried out to validate the proposed theoretical 
framework. However, it must be noted that these variables are dynamic in nature and that the 
relationship between them continue to evolve and change and that the outcome of an 

Strategic Execution 
- Planning 
- Organizing 
- Leading 
- Controlling 
(Pucko, 2008) 

Corporate Performance 
- Financial Perspective 
- Learning and Growth 
- Internal Business 
   Process 
- Customer Perspective 
(Norton & Kaplan, 1996) 

Strategic Planning 
-Mission Statement 
-Trend analysis 
-Competitor analysis 
-Long-term goals 
-Annual goals 
-Short term action plan 
- Ongoing evaluation 
 (Boyd, 1998) 

II III 

I 

IV 
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empirical statistic might not be in-line with the proposed model. Further theoretical 
justification are required if empirical evidence does not support the proposed framework. 
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ABSTRACT 

Safety practices and programme at the workplace typically seek safety commitment from 
employee and employer. Major determinants of the safety commitment are employees’ 
attitude and behaviour. The aim of this paper is to show the crucial role of employee safety 
commitment in the railway operation. A study was carried out using a self-administered 
questionnaire given to staff from three different rail organizations in Malaysia. There were 
710 respondents in total, with a range of work roles. Factor analysis of the survey results 
elicited three factors, explaining the underlying dimensions of safety commitment which 
reflected employees’ attitudes and behaviour towards safety at their workplaces. The results 
were compared between the respondents’ categories of gender, seniority, competence and 
level of management. Significant differences were found in safety commitment with 
employees’ seniority and gender but no differences were found with level of management. 
This suggests therefore that similar safety policies can be adopted at all levels of management 
in the organization. However, in designing safety training and safety activities at the 
workplace, it is necessary to consider the employees’ characteristics. 
 

Introduction 

In the traditional approach to safety, many employers lay emphasis on enforcement, 
education and engineering to prevent accidents in the workplace. Normally, this has involved 
focusing on individual unsafe behaviour and on outcomes to control and reduce the number 
of accidents at the workplace (Geller 1994, Reason 1997). However, this approach does not 
really contribute to improve safety practices and increase commitment among employees. 
Safety performance and the employee’s involvement are not effective or consistent 
(McSween 1998) and the approach fails to change the employee’s attitude and behaviour 
towards safe practice of the work in the long term (Cooper 1998, 2000; Geller 1994).  
 
The safety management practiced in the organization was found to be an important indicator 
of the employee’s attitudes towards safety and the improvement of safety programmes 
(Cheyne, Cox, Oliver, & Tomas 1998). Lee and Harrison (2000) found that an employee’s 
attitudes toward safety in the workplace will be influenced by the style of safety management 
in the organization. O’Toole (1999), in a study of safety committees in a manufacturing plant, 
found that the safety management approach had an influence on employees’ involvement in 
the safety activities. He also found that enforcement and encouraging employees towards 
safety goals are both important elements in safety practices. The Health and Safety 
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Executive’s report on the Potters Bar railway accident (HSE 2001) suggested that 
management of business profit and safety should be parallel operations for the rail network 
and emphasized the need for continuous improvement as part of safety management. Reason 
(1990) introduced a proactive safety management approach to achieve an effective safety 
culture. This focuses on an integrated engineering and organizational model which involves 
work organizational factors, workplace conditions and prevention of unsafe acts to prevent 
accidents.  
 
Numerous papers in the safety literature have discussed safety commitment at the workplace.  
Zohar (1997) stated that management commitment plays a vital role in improving safety 
performance. Low levels of management safety commitment indicate a poor safety culture 
(Cox and Flin 1998, Clarke 1999). Total quality management and total safety management 
are in fact complementary approaches which involve employees’ perceptions, attitudes, 
commitment and the culture of the work being performed (Cooper and Phillips 1997). 
Dedobbeler and Beland (1991), in a study of safety climate among construction workers, 
found that there are two important factors that should be included in safety surveys: 
management commitment towards safety and employees’ involvement. Similarly O’Toole 
(2002), in a study of mining and construction companies, found that management 
commitment towards safety practices had a major impact on employees’ perceptions for 
achieving safety goals. Cooper (1998) concluded that management commitment was 
important in both the safety change process and safety auditing, and Cox and Flin (1998) 
pointed out that management commitment was the critical factor for safe operations. 
 
An employee’s safety commitment is linked with both safety motivation and perceived of 
accident rate. Diaz and Cabrera (1997) showed that companies with low accident rates had 
strong management commitment towards safety, safety training and selection procedures. 
Clarke (1998, 1999) found that, in railway safety practices, the manager’s safety commitment 
strongly influenced the employee’s perception of the safety practices during performing the 
job.  Managers’ commitment and actions play a large role in improving the employees’ 
attitudes towards safety and safety activities (Cheyne et al 1998, Cox & Flin 1998).  Reason 
(1990), looking from a social engineering approach, concluded that commitment is the 
driving force upon the “safety engine” for organizational safety.  Safety commitment to is a 
key element for safety culture practices in the organization (Cox et al 1998), and it also 
involves the employee’s personal decision-making process (Cooper 1998). 
 
However detailed discussion about safety commitment at the workplace had received little 
attention. Thus the aim of the present study was to develop a tool for measuring safety 
commitment and to use it to investigate factors influencing railway employees’ safety 
commitment. The objectives of this study were: 
 
 to propose a method to measure safety commitment   
 to develop a measurement tool for safety commitment  
 to identify the dimensions of safety commitment   
 
The aim of this paper was to identify the dimensions of safety commitment and discuss the 
role of safety commitment in relation of occupational safety management in railway 
operation. 
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Materials and methods 

In this study, both quantitative and qualitative approaches were used to collect the data, 
including questionnaire surveys, interviews and observation. However in this paper the 
discussion focuses only on the questionnaire survey, which was conducted in each of the 
three different railway organizations in Malaysia. These rail systems are the integrated public 
rail transportation network services for Penisular of Malaysia especially in Klang Valley 
which is the most populated areas. A total of 710 respondents completed the questionnaires, 
which were returned with a response rate of 41 percent. This sample represented each level of 
management (top, middle and lower management) and all job categories in the organizations.  
 
Content of questionnaire:  A five-point scale was used with each item in the questionnaire to 
allow the respondent to indicate the extent of their agreement with the given statement. The 
scale values ranged from 1 for “strongly agree” to 5 for “strongly disagree”.   
 
The questionnaire contained five sections 
 Section 1 collected demographic information from the respondents, including age, 
marital status, gender and their highest academic achievement.  
 Section 2 collected details about  service and position in the organization  
 Section 3 comprised a group of items covering 9 dimensions to assess the safety 
climate and employee attitudes towards safety. This instrument was based on a safety climate 
measurement tool developed by Loughborough University Business School (2006), which 
includes the dimensions management commitment, communication, priority of safety, safety 
rules and procedures, supportive environment, involvement, personal priorities and need for 
safety, personal appreciation of risk, and physical work environment 
 Section 4 consisted of 22 items to measure the level of employee safety commitment 
at the workplace.  The items of the questionnaire reflected employee attitudes and behaviour 
towards safety practices at the workplace.  
 Section 5 contained 4 items to evaluate employee competence in relation to safety 
practices in the working environment, particularly employees’ knowledge, skill, and ability to 
perform the task 
 
The focus of this paper is on the items in sections 4, which measured employee’s safety 
commitment at the workplace. The development of the items safety commitment in section 4 
was done with reference to the current evidence from the organizational research literature 
together with discussions with safety professionals and researchers. A pilot study was 
conducted for preliminary testing of both these sections of the questionnaire. This showed 
that the reliability was high and only minor changes in rewording had to be made for a few of 
the items. 
 
Statistical analysis:  A reliability test, using the Cronbach coefficient alpha (Cavana et al 
2001), was applied to all the items in the questionnaire to measure the internal consistency. 
This was followed by a principal component analysis to determine the underlying dimensions 
of safety commitment. A t-test also was implemented to test whether there were significant 
differences between the respondents in their safety commitment according to gender and 
competence, while an analysis of variance (ANOVA) was applied to test whether there were 
statistically significant differences in the mean scores for safety commitment according to 
level of management and employee’s seniority. 
 

Results 
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The results of the four statistical analyses (reliability test, principal component analysis, t-test 
and analysis of variance) are explained below. 
 
Reliability test:  The results of the reliability test for evaluating the internal consistency of the 
questionnaire items. are given in Table 1. 
 
Table 1 — Reliability Test Results 
Section Measurement tool scale Cronbach alpha  coefficient
3 Safety culture  0.892 
4 Commitment to safety  0.853 
5 Competence  0.744 
3, 4 and 
5 

Items of questionnaire 0.911 

 
The Cronbach coefficient alpha ranged between 0.744 and 0.911 across the three sections and 
the questionnaire as a whole, exceeding the lower limit of acceptability for Cronbach alpha 
values of 0.6 to 0.7 (Hair 1998). The values are similar to those of other studies, such as those 
of Harvey et al (2002), who studied employee’s safety culture attitudes within highly 
environment in the nuclear industry and found alpha coefficients of 0.61 to 0.88, and Cox et 
al (1998) who studied safety culture in manufacturing industry and obtained alpha 
coefficients of 0.61 to 0.79. 
 
Principal component analysis:  This factor analysis was applied to structure the underlying 
dimensions of the safety commitment measurement scale. Factor analysis provides an 
empirical solution for variable structuring and summarizes the possible dimensions (Hair 
1998). It is most widely known for psychological tests (Ferguson and Cox 1993), but 
Mowday et al (1979) and Gouldner (1960) have used factor analysis to analyze the 
dimensions of organizational commitment. It was similarly used by Conlon et al (1987) in a 
study of commitment to employer and union, and in Blau’s (1985) study of career 
commitment.  
 
Prior to performing the factor analysis, the suitability of data had first to be assessed. A 
review of the correlation matrix showed the presence of many coefficients of 0.3 and above. 
The Kaiser-Meyer-Olkin value was 0.89, exceeding the minimum recommended value of 0.6 
(Tabchnick and Fidell 2001). Bartlett’s Test of Sphericity reached statistical significance, 
with p<0.05, supporting the factorability of the correlation matrix.  
 
The principal components analysis was then carried out and revealed that there were five 
components with eigenvalues exceeding 1, explaining 30.2 percent, 9.3 percent, 6.0 percent, 
5.3 percent and 4.8 percent of the variance respectively. A screen plot criterion inspection 
clearly revealed that there were two curves in the plot which started at the second component 
and the third component. According to Field (2000), if there is more than one curve in a 
screen plot, the minimum or maximum factor can be retained for the further analysis. 
Furthermore Monte Carlo parallel analysis was used as another alternative solution to 
determine the number of components. Its result revealed that only three components had 
eigenvalues exceeding the corresponding criterion values for a randomly generated data 
matrix. 
 
Lastly varimax rotation was used to rotate the factors, to maximize variance of loading on 
each factor and minimize complexity (Tabachnik and Fidell 2001, Hair et al 1998, Pallant 



Occupational Safety Management: The Role of Safety Commitment   

Page 128 of Volume 2 
 

2005). Three factors resulted from the varimax rotation, explaining a total of 38 percent of 
the variance, with factor 1 contributing 16.0 percent, factor 2 contributing 13.7 percent and 
factor three contributing 7.9 percent. Thus three dimensions explained employee’s safety 
commitment, and these have been named as priority on safety, involvement and compliance. 
In naming process, opinions from occupational safety experts were taken into account. The 
definitions of the dimensions are explained in the Table 2. 
 
Table 2: Factor names and the definition of their dimensions 

Factor Definition 
Priority on safety Employee always putting priority on safety by applying the “safety 

is first” approach. 
Involvement Showing a high interest in participating in safety activities at the 

workplace 
Compliance Willingness to be obedient out of a sense of the need for safety 

rules and regulation in order to achieve a standard of safety 
 
T-test effects of gender:  An independent sample t-test was conducted to compare the safety 
commitment for male and female respondents. This showed that female respondents 
(M=43.70, SD=6.73) had a higher level of safety commitment than male respondents (M= 
41.46, SD=7.76) at the p= 0.001 level of significance. The detailed results of the analysis are 
shown in Table 3 and Table 4 below: 
 
Table 3: Descriptive result for gender difference toward safety commitment 
 
Total safety 
commitment  

Gender  
         N 

Mean of 
safety 
commitment 

Std Deviation Std Error Mean 

Male 576 41.46 7.76 0.32 
Female 134 43.70 6.73 0.58 

 
Table 4: The result for T-Test on safety commitment according to gender 
 

  

Levene's Test 
for Equality 
of Variances t-test for Equality of Means 

  F Sig. t df 
Sig. (2-
tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% Confidence 
Interval of the 
Difference 

                Lower Upper 
Total 
commitment to 
safety 

Equal variances 
assumed 2.097 .148 -3.077 708 .002 -2.23795 .72727 -3.66581 -.81009

  Equal variances 
not assumed     -3.361 223.039 .001 -2.23795 .66578 -3.54998 -.92592

 
ANOVA tests of effects of employee’s seniority and level of management:  One way 
ANOVA tests were used to test differences between respondents in relation to employee’s 
seniority and level of management. In this study, seniority was divided into the three 
categories shown in Table 4, based on the respondents’ years of working experience. 
 
Table 5: The categories of employees’ seniority 



Occupational Safety Management: The Role of Safety Commitment   

Page 129 of Volume 2 
 

Seniority (work tenure) Description 
Less than 5 years working with the organisation Employees’ with relatively little experience 
5 to 10 years working with the organisation Experienced employees 
More than 10 years working with the 
organisation 

Highly experienced employees  

 
Safety commitment was found to differ with seniority (p = 0001). By using a Tukey HSD 
post-hoc test, it was revealed that there was a statistically significant difference in the mean 
score between those with less than 5 years seniority (M=43.7, SD=7.6) and other two 
seniority groups [5 to 10 years (M=40.4 SD=7.3) and more than 10 years (M=41.3 SD=7.5)]. 
The two more senior groups did not differ significantly from each other. Safety commitment 
of those with less than 5 years seniority was less than that of more senior employees. Table 5 
and Table 6 below show the details of the result for these analyses. 
 
Table 6: ANOVA result for employees’ seniority and commitment to safety 
 Total safety commitment   

 Sum of 
squares 

df Mean 
Square 

F Sig 

Between groups 1122.16 2 561.08 9.88 0.000 
Within groups 40131.59 707 56.76   
Total 41253.75 709    

 
 
Table 7: The result of Multiple Comparisons (post-hoc) for employees’ seniority 

 
Both the above findings show that employee’s norms, values and perceptions about safety 
indirectly influence theirs’ safety commitment at the workplace. Thus this should be taken 
into account in the development of safety awareness and safety activity programmes for 
safety management. However the analysis of variance did not indicate any statistically 
significant differences between levels of management in the mean scores for total safety 

Dependent Variable: Total safety commitment  

Tukey HSD 

3.34904* .84234 .000 1.3707  5.3274

2.41496* .65230 .001 .8829  3.9470

‐3.34904 * .84234 .000 ‐5.3274 ‐1.3707

‐.93408 .76761 .444 ‐2.7369 .8688

‐2.41496 * .65230 .001 ‐3.9470 ‐.8829

.93408 .76761 .444 ‐.8688 2.7369

(J) years group 
less 5 years

5 to 10 years 
more than 10 
years 
less 5 years

5 to 10 years 
more than 10 
years 
less 5 years

5 to 10 years 
more than 10 
years 

(I)years group 
less 5 years 

5 to 10 years 

more than 10 
years 

Mean

Difference (I‐J) Std. Error Sig. Lower Bound  Upper Bound

95% Confidence Interval

The mean difference is significant at the .05 level.*. 
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commitment in the Malaysian railway organizations. Table 7 shows the details of the result, 
which shows no significant difference on the level of management. 
 
Table 8: ANOVA result on level of management on safety commitment 
   Total safety commitment   
  

 Sum of 
squares 

df Mean 
Square 

F Sig 

Between groups 0.84 2 0.423 0.007 0.993 
Within groups 0.84 707 58.34   
Total 41253.75 709    

 
Discussion 

Three factors have been identified to explain the dimensions of safety commitment which 
reflect the employee attitudes and behaviour at the workplace. This finding is consistent with 
previous studies which have indicated that between two and four dimensions explain 
commitment to an organization. (Mowday 1979, Alan and Mayer 1997). However safety 
commitment is a distinct concept, differing in definition and specific goal from the 
organizational commitment. The employees who have high commitment to safety are willing 
to be involved in safety activities, able to identify hazards at the workplace, and always 
comply with the safety rules and procedures.  
 
The analysis revealed that there was a difference between male and female employees in the 
level of their safety commitment. This finding is similar to those of Grusky (1966) and of 
Hrebiniak and Alutto (1972), who found that, women managers were more committed 
employees than male managers. However, these results contrast with Aven et al’s (1993) 
finding in a meta-analysis of 26 studies which had been reported in the literature which 
showed no gender difference in attitudinal organizational commitment.  
 
Differences in employee safety commitment were also found with employees’ seniority. Cox 
et al (1997) studied thirteen companies in manufacturing industry and found that there were 
significant differences between the groups of managers, supervisors, permanent workers and 
temporary workers in management action for safety, personal action for safety and appraisal 
of safety commitment. The employees’ experience and stage of employment were also found 
to determine their attitude towards safety at the workplace. Permanent employees had a good 
attitude and positive commitment to safety (Cox et al 1997).  
 
The findings in the present study also revealed that the employee’s safety commitment is not 
determined by his or her level of management. Clarke (1999), in a study of organizational 
safety culture among railway employees, found that the managers, supervisors and drivers 
had a shared perception of the importance of safety but significantly different perceptions 
regarding safety issues. The implementation of safety policies and safety goals in the 
organization should be tailored to the working environment at all levels of management. 
 
Thus employee safety commitment at the workplace plays a vital role in safety management 
which typically improves safety performance at the workplace. However, to gain 
commitment to safety from employer and employees, it is necessary to take specific measures 
in the management of safety. The implementation of the safety policy and goals can be 
similar for all levels of management in the organization but, when designing and conducting 
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the safety prevention programme in the workplace, it is necessary to take into account the 
employees’ genders and seniority.  
 

Conclusions 

In order to be effective, safety practices at the workplace need safety commitment from 
employees to improve safety management and to achieve organizational safety goals. Each 
employee’s safety commitment at his/her workplace reflects their individual attitudes and 
behaviour. The study has shown that there are three dimensions for explaining safety 
commitment to: priority on safety, involvement, and compliance.  This study also revealed 
that there are differences between employees’ safety commitment with seniority and gender 
but that there are no significant differences with the level of management. Therefore a similar 
approach to safety policy and goals can be adopted at all levels of management within an 
organization. However, in designing safety prevention activities at the workplace, it is 
necessary to take account the employees’ other characteristics. 
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ABSTRACT 

Globalization has brought many international direct selling companies to Malaysia. Direct 
selling has been labelled as a unique entrepreneurial activity and the industry continuously 
shows significant growth throughout the world.  As a promising industry that significantly 
contributes to a growing economy, this study will present the important elements that 
influence the industry’s success namely the demographic profile of direct sales people and 
business profiles of direct selling companies in Malaysia.  Given its importance in the 
Malaysian economy, this study explores the direct selling industry in Malaysia in general and 
in specific investigates the salespeople involved in this sector. As a promising industry that 
significantly contributes to a growing economy, this study will present  the important 
elements that influence the industry’s success namely  the demographic profile of direct sales 
people and business profiles of direct selling companies in Malaysia.  The research findings 
reveal that both male and female salespeople in Malaysia are actively involved in direct 
selling activities both as operators and active sales people. It can be concluded that both 
genders are equally able to be competitive and successful in the direct selling industry and 
subsequently prove to the world that they are also then able to position themselves as an 
active player who could persevere any obstacles that hinder them from being superior.  
 
Keyword: Direct selling companies, salespeople demographic profiles, business profiles, 
gender 
 

Introduction 
 

Direct selling is one of the industries that are experiencing high growth and high employee 
turnover rate is direct selling (World Federation of Direct Selling Association (WFDSA), 
2005). The industry is also continuously encountered with the demand for change that has 
been caused by globalization, particularly technology advancement and change of consumer 
needs and wants has been labelled as a unique entrepreneurial activity and the industry 
continuously shows significant growth throughout the world. Direct selling activity normally 
involves personal selling strategies. 
 
Specifically, direct selling can be defined as “the marketing of goods and services directly to 
consumers in a person to person manner, generally in their homes, at their workplace and 
other places away from permanent retail location” (Kennedy, 1999; Kennedy & Mavondo, 
2003). It typically takes place through explanation or demonstration by salespeople normally 
referred to as direct sellers (Federation of European Direct Selling Association (FEDSA), 
2001). Personal selling on the other hand is defined as “direct communication between paid 
representatives and prospects that lead to purchase orders, customer satisfaction, and post-
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sale service” (Dalrymple & Cron, 1998), and is also treated as a process of developing 
relationships, discovering needs, matching the appropriate products with these needs, and 
communicating benefits through informing, reminding or persuading activities (Manning & 
Reece, 2004). Hence, based on the close resemblance of definitions, both personal selling and 
direct selling terms are sometimes used interchangeably in several different contexts. 
 
However, in Malaysia, the term “direct selling” is used widely by direct selling practitioners 
which have registered with the Ministry of Domestic Trade and Consumer Affairs, whereas, 
personal selling is normally used in other selling contexts that might have a similar concept 
as direct selling i.e. insurance industry, retailing and trading. According to the Ministry, there 
are four different types of the direct selling company in Malaysia namely, multi-level 
marketing (MLM), single-level marketing (SLM), money order (MO) and a combination of 
single-level marketing and money order (SLM/MO) companies. 
 
Historically, direct selling in Malaysia was first started in the 1970s with the involvement of 
American and Taiwanese companies. Among the pioneers in local direct selling industry 
were Electrolux, Encyclopedia World Books, Tupperware and Avon Cosmetics. With the 
advancement and the Internationalization of direct selling companies such as Amway, DXN, 
CNI, Sharkley and Cosway, direct selling become popular among Malaysians and foreigners 
especially in the sales of products such as cosmetics, crockery, insurance, home appliances 
and health products. The lucrative compensation and reward systems that are being offered 
by direct selling companies have attracted many full and part time salespeople to join as 
members. Women, particularly housewives, seem to influx into the industry since the last 
decades for many different reasons i.e. attractive rewards, suitability with the nature of 
products offered, increase self-esteem, improve  communication skills, occupy their time, 
meet new friends, etc.    
 
According to the World Federation of Direct Selling Associations (WFDSA, 2013), the 
industry’s trade association, multi-level marketing (MLM) today is a $132 billion (£81.84 
billion) industry with no less than 87 million direct sellers around the world . Based on the 
US Direct-Selling Association reports, the direct selling industry generated revenue over 
US$28. 56 billion in the USA during 2010, with 74% of the American population having 
bought at least some product or service through direct channels. In the UK, direct selling 
accounts for sales in excess of £2 billion annually. In 2009, there were 91 direct selling 
businesses, representing 90 per cent of total UK sales, accounted for 67 million individual 
retail transactions at an average value of £19.28. In Malaysia the direct-selling industry is 
expected to contribute RM140.5 billion to the national economy by 2020, Ministry of 
Domestic Trade Cooperatives and Consumer Affairs (MDTCC, 2013).  The Malaysian 
government anticipates this industry to contribute RM54.5 billion (RM87.32 billion) during 
the 10th Malaysia Plan (2011-2015) and another RM86 billion in the 11th Malaysia Plan 
(2016-2020). Hence, the direct-selling industry is an important component of the Malaysian 
national economy.  Given its importance, the Malaysian government is predicting it to reach a 
total turnover of RM10 billion in 2012. Under the auspices of the Ministry of Domestic 
Trade, Cooperatives, and Consumerism, the Malaysian government is looking at ways of 
improving the quality direct selling agents and companies to ensure that they are professional 
and ethical.  Thus, to truly understand the industry’s potential and contribution to Malaysia’s 
economy, we need to know the demographic profile and the business profile of the 
businesses.  
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Methodology  

The population of this study consisted of salespersons working in single-level and multi-level 
direct selling companies in Malaysia. In getting at least 100 responses to the study as 
recommended by Hair et al., (1998), a non-probability purposive sampling called judgment 
sampling was employed to select ten percent (10%) of the total direct selling companies from 
the recent list of companies registered with the Ministry of Domestic Trade Cooperatives and 
Consumer Affairs. Reportedly, there were about 1419 direct selling companies (including 
multi-level marketing (MLM), single-level marketing (SLM), money order (MO) and a 
combination of single-level marketing and money order (SLM/MO) companies) that have 
been listed with the Ministry of Domestic Trade Cooperatives and Consumers Affairs of 
Malaysia in 2013 (http://kpdnhq.gov.my/pdn/sales). For the purpose of this study only 
Multilevel Marketing (MLM) and Single-Level Marketing (SLM) companies were chosen as 
the sampling frame. About 690 questionnaires were distributed to salespersons using two 
major medium specifically companies’ representatives i.e. personnel and manager, and active 
leaders. However, only 238 responses were useable. 
 

Findings 

Demographic Profile of the Respondents 
Table 1.2 illustrates the demographic profile of the respondents. Evidently, the sample 
represents almost an equal number of males (124 or 52.1%) and female (113 or 47.7%) direct 
salespeople. 
 
Table 1.2 
Demographic Profile of Respondents (N = 238) 
Demographics Categories Frequency % 

 
Age Below 20 

Between 21-25 
Between 26-30 
Between 31-35 
Between 36-40 
Between 41-45 
Between 46-50 
> 50 years old 

6 
48 
39 
40 
34 
26 
20 
24 
 

 2.5 
20.3 
16.5 
16.9 
14.3 
11.0 
 8.4 
10.1 
 

Gender Male 
Female 

124 
113 

52.3 
47.7 
 

Ethnicity Malay 
Chinese 
Indian 
Others 

181 
 41 
10 
 6 
 

76.1 
17.2 
 4.2 
 2.5 

Marital Status Single 
Married 
Divorced 
Single Parent 

74 
151 
 9 
 3 

31.2 
63.7 
 3.8 
 1.3 
 

Number of Dependents None 76 32.9 
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Demographics Categories Frequency % 
 

1-2 persons 
3-4 persons 
> 5 persons 

47 
68 
40 
 

20.3 
29.4 
17.3 

Academic 
Achievement 

Secondary school and below 
Certificate and Diploma 
Bachelor’s Degree 
Master’s Degree 
 

103 
 86 
44 
 5 

43.3 
36.1 
18.5 
 2.1 

Place of Residence 
(Locality) 

Major Cities 
Small town 
Urban area 
Rural area 

44 
51 
       119 
23 
 

18.6 
21.5 
50.2 
 9.7 

 
 
Regarding age categories, it looks as if direct selling activity can virtually attract all levels of 
age groups ranging from below 20 to above 50 years old, regardless of gender. In terms of 
ethnicity, the majority of respondents are predominantly Malay (181 or 76.1%), followed by 
Chinese (41 or 17.2%), Indian (10 or 4.2%) and others (6 or 2.5%).  Those who are married 
(151 or 63.7%) tend to be more actively involved in direct selling activities as compared to 
single (74 or 31.2%), divorced (9 or 3.8%) or single parent (3 or 1.3%). In relation to number 
of dependents, 76 respondents (32.9%) reported having no children, whilst 68 respondents 
(29.4%) have 3 or 4 children, 47 respondents (20.3%) have only one or two children, and the 
other 40 respondents (17.3%) have more than 5 children. This finding may indicate that those 
who have no children are more able to spend longer hours away from home doing direct 
selling activities such as selling products and recruiting new members due to lesser 
responsibility towards family well being. On the contrary, those with more children (i.e. 3 to 
4 children) may probably involve in this industry due to the attractiveness of its remuneration 
systems and flexibility of working hours.  
 
Pertaining to academic qualification, the majority of respondents qualified from secondary 
(high) school or below (103 or 43.3%), followed by a higher level of certification and 
Diploma (86 or 36.1%), Bachelor’s Degree (44 or 18.5%) and the least number of them have 
achieved a Master’s Degree (5 or 2.1%). This finding implies that direct selling industry 
seems to be able to lure people from diverse academic backgrounds and most probably those 
with lower qualifications may find this business as the best and easiest financial resources for 
the direct selling industry does not treat academic achievement as a prerequisite to a 
membership. Finally, it appears that those who live in urban areas represent nearly half of the 
sample (119 or 50.2%). The other 51 respondents (21.5%) however, reside in small town 
areas, followed by 44 respondents (18.6%) from the big towns and the remaining 23 
respondents (9.7%) from rural areas. Implicatively, urbanites can be more easily acted in 
direct selling activity due to close vicinity of their residential places with the nearest towns or 
rural areas surrounding them. 
 
Respondents’ Business Activity 
From a business activity perspective, Table 1.3 depicts that the majority of respondents have 
five years or less experience in their present companies (152 or 67.8%). Only 59 respondents 
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(26.4%) have between 6 to 10 years experience, but the remaining 13 (5.6%) have more than 
10 years experience. In terms of spouse involvement, 123 respondents (52.8%) revealed their 
spouses’ non-involvement in direct selling activity, but 73 respondents (31.3%) disclosed 
otherwise, whilst the other 37 respondents (15.9%) referred the question as not relevant due 
to their current marital status as being either single or divorced. Hence, it can be concluded 
that there are only a small number of experienced direct sellers (more than 10 years 
experience) in the industry nowadays and most salespeople conduct their sales activities 
without the assistance of their spouse. Suggestively, without spousal support, many direct 
sellers may not last long in the industry as they intended and have to quit half way or switch 
to a totally different career for financial survival.  
 
Apparently, slightly more than half of the sample (121 or 51.3%) seem to actively involve or 
become loyal to only one single direct selling company, whereas 54 respondents (22.9%) are 
concomitantly active in two different companies, 27 respondents (11.4%) are currently 
having three direct selling memberships, another 15 respondents (6.4%) have four 
memberships whilst the rest (19 or 8.1%) is currently having more than five different 
memberships.  Obviously, most respondents are part-timers (173 or 72.7%) and only 65 
(27.3%) of them are full-timers. These findings may indicate that loyalty still plays a major 
role in direct salesperson’s career and direct selling can simply be appealing to those who are 
keen to improve their personal incomes and living styles by working on Flexi-hours, while at 
the same time, keeping a permanent job in other non-direct selling company as the major 
income back up. 
 
 In terms of remuneration, the lowest reported minimum income per month is zero whilst the 
highest minimum income is RM35000.00, with the mean score for minimum income of 
RM1473.00 and a standard deviation (SD) of RM3789.00. Contrarily, the lowest maximum 
income is RM100.00 or less and the highest maximum income is RM75000.00, with the 
mean score for maximum income of RM3768.50 and a standard deviation (SD) of 
RM8220.50. 
 
It is clear that both lowest minimum and maximum incomes being earned are not very much 
different. The majority of respondents (164 or 77.7%) earns a minimum income of 
RM1000.00 or less per month, whilst only 52 of them (24.1%) earn more than RM1000.00 
but the rest refused to reveal their monthly incomes. The finding reveals about 95 
respondents (43.6%) earn RM1000.00 or less per month, whilst another 125 respondents 
(57.7%) reportedly earning more than that amount. 
 
Table 1.3 
Respondents’ Business Activity    (N =238) 
Demographics Categories Frequency % 
Years of Experience in Direct 
Selling  

1 - 5 years 
6 - 10 years 
11 - 15 years 
16 - 20 years 
21 - 25 years 
 

152 
59 
7 
5 
1 

67.8 
26.4 
3.0 
2.2 
0.4 
 

Spouse Involvement in Direct 
Selling 

Yes 
No 
Not Applicable 

73 
          123 
37 

31.3 
52.8 
15.9 
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Demographics Categories Frequency % 
Number of Direct Selling 
Membership 

One 
Two 
Three 
Four 
> 5 

           121 
54 
27 
15 
19 

51.3 
22.9 
11.4 
6.4 
8.1 
 

Involvement in Direct  Selling Full-time 
Part-time 
 

65 
173 

27.3 
72.7 

Minimum Income 0 
1 – 100 
101 – 500 
501 – 1000 
1001 – 10,000 
10,001- 35000 
 
Mean – RM 1473.00 
SD – RM 3789.00 
 

3 
42 
72 
47 
48 
 4 

1.4 
19.3 
35.5 
21.5 
        22.1 
2.0 
 

Maximum Income 1 – 100 
101 – 500 
501 – 1000 
1001 – 10,000 
10,001- 75000 
 
Mean – RM 3768.50 
SD – RM 8220.50 
 

10 
43 
42 
114 
11 

4.7 
19.7 
19.2 
52.3 
5.4 
 

Number of Downlines None 
1 – 50 
51 – 100 
101 – 500 
501 – 1000 
> 1000 
 
Mean – 87 members 
SD – 282 members 
 

4 
140 
22 
15 
4 
2 

2.2 
74.9 
11.7 
7.9 
2.1 
1.0 
 

Gender of Immediate Upline Male 
Female 

133 
  95 

58.3 
41.7 
 

Company Website Yes 
No 

166 
  71 

70.0 
30.08 
 

Conduct Sales Activity Via 
Website 

Yes 
No 
Sometimes 

33 
          162 
43 

13.9 
68.1 
18.1 
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Surprisingly, some even received up to RM75000.00 per pay cheque. Hence, it can be 
concluded that direct selling income has no precise limit and any salesperson can achieve 
his/her target income by being fully committed and passionate enough with his/her business.  
 
Regarding recruitment activity, 139 respondents (74.9%) recruited less than 50 
downlinesunder their business hierarchy, 41 of them (21.7%) recruited between 51 to 1000 
downlines, whilst 4 respondents (2.2%) did not recruit any member at all but only 2 
respondents (1%) managed to recruit more than 1000 members as their downlines. The mean 
score for number of downlines is 87 members whilst a standard deviation for it is 282 
members which reflect a wide variation of downline’s numbers among direct salespeople. It 
is reported that about 133 respondents (58.3%) have male uplines whilst the other 95 
respondents (41.7%) have female uplines. Even though male leaders appeared to be more 
active in recruitment activity, but gender seems not to be treated as a crucial issue in direct 
selling industry since both male and female uplines or even regular members can perform 
their sales activities as equally effective. 
 
There are about 166 respondents (70%) who disclosed that their companies own a website but 
another 71 respondents (30.0%) revealed otherwise. In relation to conducting sales activity 
via website, 162 respondents (68%) do not use website but prefer to apply other conventional 
methods like face-to-face interaction or telephone communications. On the contrary, about 33 
respondents (13.9%) admitted of regularly using the facility whilst the remaining 43 (18.1%) 
stated that they do use a website as a medium in sales activity on a non-regular basis. 
Apparently, even though information technology is the most advance methods for marketing 
activity, it has yet widely adopted in direct selling activities in Malaysia. In line with the 
importance of courtesy and humbleness of Malaysian culture, direct interaction is still 
considered as the effective way of convincing others about direct selling products and other 
benefits, particularly to strangers or new acquaintances.  

 
Respondents’ Company Profile 
With respect to demographic characteristics of the respondents’ company, it is clearly 
revealed in Table 4.3 that 184 respondents (78.6%) are currently involved in multi-level 
marketing business activity, whereas about 31 respondents (13.2%) involved in single-level 
marketing. However, the remaining 19 (8.1%) is neither involved in single-level nor multi-
level marketing. Presumably, they may be actively occupied with either money-order 
marketing or the combination of single level and money order marketing. Noticeably, from 
the number of salespeople involved in the survey, it can be concluded that multi-level 
marketing (MLM) seems to be the most popular type of direct selling activity in Malaysia 
today.  
 
 According to the survey, 138 respondents (72.8%) are working with companies that have 
been operating in this industry within less than ten years. Another 33 respondents (17.4%) 
stated that their companies have operated between 11 to 20 years, whilst 16 respondents 
(8.3%) admitted of working with companies that have been in business for more than 20 
years but less than 50 years. The remaining 3 respondents (1.5%) however, revealed that their 
companies have been in direct selling business for more than 50 years. Hence, this finding 
implies that this business has been introduced to the Malaysian since more than 50 years ago 
and direct  selling industry is obviously still growing  stronger in terms of  total membership 
and sales volume.  
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It is clear that many respondents involve in marketing products that are related to wellness 
(177 or 74.4%), followed by cosmetic and personal care (139 or 58.4%), food and drink (82 
or 34.5%), household  (52 or 22.8%), fashion and other related product lines (42 or 17.6%), 
jewelry (33 or 13.9%),  utilities (26 or 10.9%), home improvement (17 or 7.1%), financial 
service (16 or 6.7%), leisure/education (10 or 4.2%) and other products  such as personal and 
car  accessories (15 or 6.2%). This finding confirms that health product is the most popular 
item in the direct selling industry, and Malaysians today, like other developed countries, are 
seriously getting more concern about their overall health and beauty than ever before. 
 
Nonetheless, in relation to company ownership, about 91 respondents (38.2%) involve in the 
“totally bumiputera” category type of ownership, whilst two 48 respondents groups (20.2%) 
are attached with “totally non-bumiputera” and “bumiputera and non-bumiputera” categories,  
29 (12.2%) respondents work with the combination of “non-bumiputera, bumiputera and 
foreigner” ownership category, 17 respondents (7.1%) are currently active in “totally 
foreigners” companies,  and the remaining 5 (21. %) involve in either “bumiputera and 
foreigner” or “non-bumiputera and foreigner”  company ownerships.  
 
Table 1.4 
Respondents’ Company Profile (N=238) 
 
Demographic Categories Frequency % 
Types of Companies Single-level 

Multilevel 
Others 

31 
184 
19 

13.2 
78.6 
8.1 
 

Years of Company 
Operation in Malaysia 

1 – 10 years 
11 – 20 years 
21 – 30 years 
31 – 40 years 
41 – 50 years 
> 50 years  
 

138 
33 
11 
2 
3 
3 

72.8 
17.4 
5.7 
1.0 
1.6 
1.5 

Types of Product Wellness 
Cosmetic and personal care 
Food and drink 
Household 
Fashion and other related products 
Jewelry 
Utilities 
Home improvement 
Financial Service 
Leisure/ Educational products 
Others  
 

177 
139 
82 
52 
42 
33 
26 
17 
16 
10 
15 
 

74.4 
58.4 
34.5 
21.8 
17.6 
13.9 
10.9 
7.1 
6.7 
4.2 
6.2 
 

Company Ownership  Totally Bumiputera 
Totally non-Bumiputera 
Totally foreigners 
Bumiputera and non-bumiputera 
Bumiputera and foreigner 
Non-bumiputera and foreigner 

91 
48 
17 
48 
3 
2 

38.2 
20.2 
7.1 
20.2 
1.3 
0.8 
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Non-bumiputera, bumiputera and 
foreigner 
 

29 12.2 

Foreign Branches  Yes 
No 
 

107 
127 

45.7 
54.3 

Compensation Systems Salary only 
Commission only 
Incentives only 
Salary plus commission 
Commission and bonus  
Commission, incentives and bonus 
Other combinations 
 

9 
25 
54 
19 
51 
76 
2 
 

3.8 
10.6 
23.0 
8.1 
21.7 
31.9 
0.9 

Total Numbers of Company 
Membership 

1 – 100  
101 – 1000 
1001 – 10,000 
10,001 – 100,000 
100,001 – 1,000,000 
> 1,000,000 

43 
15 
42 
60 
9 
4 

25.1 
8.8 
24.6 
37.7 
5.3 
2.3 
 

 
 
Apart from the issue of ownership, it is found that about 127 (53.4%) respondents are 
working with local direct selling companies that only focus on domestic business activity. On 
the contrary, another 107 respondents (45.7%) disclosed that their companies currently own 
at least one international branch. Among the most popular international business destinations 
derived from the survey are Taiwan, Indonesia, Singapore, Brunei, Thailand, the United 
States of America, China, India, Europe, Philippines, Hong Kong, Dubai, Vietnam and Japan, 
respectively.   
 
From these two findings, Malay business operators tend to be increasingly involved in the 
direct selling industry and they are now able to produce or introduce product lines which are 
as saleable and competitive as what can be offered by other business counterparts. Moreover, 
local and international direct selling companies seem to battle competitively with each other 
in the local business arena, and whenever a local business operator decides to penetrate into 
any international markets, countries that are close in distance and similar to our culture i.e. 
language and custom, will normally be first listed. Evidently, Taiwan, Indonesia and 
Singapore are the three most popular countries being chosen as foreign business branches 
because of the two most probable reasons.   
 
In addition to the information mentioned above, respondents were also asked about their 
company’s compensation system.  Apparently, due to the flexibility of this system in the 
direct selling industry, various methods have been reportedly adopted by local and 
international direct selling operators in Malaysia. Among the popular ones are the 
combination of commission, incentives and bonus (76 respondents or 31.9 %), followed by 
incentives only (54 respondents or 23%), commission and bonus (51 respondents or 21.7%), 
commission only (25 respondents or 10.6%), salary only (9 respondents or 3.8%) and other 
combinations (2 respondents or 0.9%). This finding suggests that non-salary based systems 
such commission, incentives and bonus are mostly preferred by direct sellers because they 
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will be duly rewarded based on their effectiveness and sales performance. Practically, those 
who are more effective and active will receive higher rewards than those who are passive. 
This is no doubt considered as a fair game in direct selling industry whereby sales 
performance and job satisfaction of direct sellers are treated as the focal points of attention by 
both operators and members.  
 
Concerning the number of members (salespeople) in a direct selling company, about 60 
respondents (37.7%) stated that their companies’ total membership is ”between 10001 to 
100000 members”, followed by “between 1 to 100 members” (43 respondents or  
25.1%),“between 1001 to 10000 members” (42 respondents or 24.6%), “between 101 to 1000 
members” (15 respondents or 8.8%) and “between 100001 to 1000000” (9 respondents or 
5.3%). Lastly, only four respondents stated that their companies own more than a million 
members which may include international members as well. As a comparison, a multi-level 
marketing (MLM) company normally has a higher number of members than single-level or 
other types of companies because MLM practitioners normally focus on selling and 
sponsorship activities.  
 
Table 1.5 
Types of Organizational Change (N=238)  
 
Demographic Category Frequency % 

Organizational change Marketing/ Bonus Plan 
Working culture 
Information Technology 
Leadership 
Marketing structure I (Single- to 
Multilevel) 
Production Technology  
Marketing structure II (Multi- to Single 
level) 
Product line 
Others 
 

129 
120 
109 
106 
72 
49 
45 
7 
5 
 

55.1 
51.3 
46.6 
44.5 
30.8 
20.9 
19.2 
2.9 
2.1 
 

 
 
Finally, pertaining to the present study’s topic on organizational change, Table 1.5 provides 
the list of organizational changes that have taken place in direct selling companies. 
Respectively, among those changes are marketing/bonus plan (129 respondents or 55.1%), 
working culture (120 respondents or 51.3%), information technology (109 respondents or 
46.6%), leadership (106 respondents or 44.5%), marketing structure I (from single- to multi-
level) (72 respondents or 30.8%), production technology (49 respondents or 20.9%), 
marketing structure II (from multi- to single-level) (45 respondents or 19.2%), product lines 
(7 respondents or 2.9%) and other types of organizational change (5 respondents or 2.1%).  
 
As expected, the marketing/bonus plan seems to be the most popular types of organizational 
change among direct selling companies in Malaysia, particularly in multi-level marketing 
(MLM) companies, because these companies depend so much on selling and recruitment 
activities. In other words, the higher the number of downlines (members) in a salesperson’s 
business hierarchy, the higher the number of products being sold or purchased for personal 
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consumption, which resulted in a greater accumulated business volume for him or her. 
Consequently, the higher personal income the salesperson will earn for that particular end of 
month. This business volume will then contribute to the overall business volume of his/her 
company which reflects its monthly performance as well as business productivity. Therefore, 
due to the importance of salespeople’s performance, direct selling companies have to 
continuously review their marketing/bonus plan to ensure its effectiveness and attractiveness 
among members. In doing so, salespeople’s satisfaction towards their company will be 
stronger and may infuse higher loyalty as well, and in most cases, can also prevent them from 
switching to other competitive direct selling companies.  
 

Conclusion 

From the above discussion, it can be seen that the direct selling sector in Malaysia is a vibrant 
and important component of the Malaysian economy. Direct selling provides both full-time 
and part-time employment for the people in Malaysia.  27.3 percent of the people are 
involved in direct selling on a full-time basis, whereas the remaining 72.7 percent operates on 
a part-time basis. Thus, it forms an important source of additional income for the lower-
middle income group providing a mean income of RM 1473 per month.  In fact the data 
showed that 52.3 percent of the direct selling people have an income within the RM1001 to 
RM10, 000 range.  Hence, the direct selling business sector represents an important source of 
employment and commercial activities of the Malaysian population.  From this profiling 
study, it was found that quite a number of the respondents recorded high supplementary 
income via direct selling.  This showed that the direct selling sector can be further developed 
in order to provide greater opportunities for those wanting to venture into this sector. 
 
In terms of gender, the findings showed that both the males and females were well 
represented.  There were 52.3 percent of males who were actively involved in direct selling 
whereas the females is represented by the remaining 47.7 percent.  Thus, this again showed 
that the direct selling sector caters to both genders in terms of business opportunities and 
employment.  In terms of ethnic composition, the Malays formed the major component (76.1 
percent) of the direct selling personnel.  The Malays are more active in direct selling 
compared to the ethnic Chinese who represented only 17.2 percent of the sample. The ethnic 
Indians contribute only 4.2 percent, followed by the others’ at 2.5 percent. 
 
Another important feature is that 79 percent of these direct selling companies are Malaysian-
owned. In terms of age, 72.8 percent of the direct selling company in Malaysia are still 
relatively new or young between the years of 1-10 years in operation.  This augurs well for 
the country as it showed that the domestic direct selling companies which form an important 
base in the Malaysian market are able to produce products and services which cater for the 
needs of the domestic market.  Hence, the lower dependence for foreign-owned direct selling 
companies will mean less outflow of foreign exchange out of Malaysia.   
 
In terms of products and services, the direct selling sector in Malaysia offers a wide and 
diverse range, including among others, wellness, cosmetics, food and drinks, household 
items, fashion and other related products, jewelry, utilities, home improvement, leisure and 
education.  Of this, 74.4 percent of the products come under the ‘wellness’ category, followed 
by cosmetics and personal care.  Thus, the Malaysian consumers not only have a wide range 
of choice of products and services to choose from in terms of consumption, the consumers in 
themselves can also choose in terms of which particular direct selling companies that they 
may want to get involved. 
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In terms of limitations, the low response rate of from the respondents was most telling.  This 
low response rate could be due to the fact that the questionnaire were distributed randomly 
and the short duration allocated for data collection.  The data collected within a 2 months 
period and hence, it was not possible to increase the response rate. Thus, for a more complete 
and meaningful profiling, this profiling endeavour can be replicated for the rest of the states 
in Malaysia but with an improved data collection technique.  A longer time frame for data 
collection should also be allocated.  Finally, with a more accurate and extensive information 
of the whole country, this direct selling sector can be further developed and brought to a 
higher and important level in Malaysia.  The relevant authorities and policy makers will be 
able to design better programs for those involved in the direct selling sector. 
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ABSTRACT  

Information technology (IT) management capabilities have been exemplify in previous 
studies as having an important influence to build competitive advantage through improving 
the firm performance. However, the researchers still not clear about this question: How these 
capability effects to build competitive advantage? This study concentrates on significant of IT 
management. The dynamic capabilities of this model identifies as a mediate link between IT 
management and competitive advantage. The data for this research is 117 staff in business 
units is exploited to empirically evaluate the hypotheses which derived from this model. The 
results of this study are provided captivating evidence for effecting these dynamic capabilities 
when be as a mediator. Further, our empirical study recommends that mediated to examine 
the influence of the model to be more valid than that model assumes the direct effect of IT 
management to build competitive advantage. For that, these results contribute to increase the 
knowledge of how IT management develops the business capabilities and enhance the firm 
capabilities to build competitive advantage. Also, these results add the significant 
implications for future research. 
 
Keywords: IT management, Adaptive IT capability, competitive advantage  
 

Introduction 

At present, all organizations in all industries, government, and commerce really dependent on 
information technology and the technology becomes supported the function and the activities 
ever come to a halt. Rockart (1988) in his seminal article mentioned “Information technology 
has become inextricably intertwined with businesses”. In fact, in the industries of 
telecommunications, entertainment, and financial services where the product in this time has 
become progressively more digital, so the mere existence of the organization, unfortunately, 
depends on the effective applications of information technology (IT).   Therefore, the 
capabilities of the firm’s information technology are a key factor capacities of the firm, and 
also appeals to the interests of many researchers in academic fields. 
 
Information technology and competitive advantage provided mainly descriptive of the 
organizations that have achieved competitive advantage through innovative applications of 
technology and determine the nature of this competition and feature too (McFarlan, 1984; 
Porter & Miller, 1985). 
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Despite the controversy about the strategic value of information technology (e.g., Carr, 2003; 
Piccoli & Ives, 2005) the role of information technology in organizations is rising up to the 
surface. Currently, information technology required for the boards of directors can be 
predictable to play a primary role in providing the best value and business transformation 
(Venkatraman & Henderson, 1998). Weiss & Anderson (2004) in their seminal article 
mentioned CIOs and IT specialists suppose changes and risk management. They face the 
crises of internal and external both for solving all business and technical problems.  
 
The researcher will address the relation between IT management and competitive advantage 
and how adaptive IT capabilities could be affected by both of them. 
 

Literature Review 

IT management  
IT management indicates how to manage all the components of information technology. 
Information technology is apparently the least tangible construct of all the information 
technology-related capabilities. Relying on the chosen definition of literature for IT 
management includes many various areas and tasks (Willcocks, Feeny & Olson 2006). This 
study concentrates on main factors which influence on firms’ IT ability to adapt to changes. 
Consequently, the IT management where they have been selected, and that may have been 
suggested by previous researchers that have a direct effect on the ability of information 
technology to deal with change. In this paper, the researcher is examined two variables for IT 
management: IT management strategy and IT–business partnerships. 
 
Adaptive IT capability 
The discussion about the dynamic capabilities in advance contributes to providing insights 
into the concepts. In this article, the concept of adaptive IT capability focuses on the way to 
support the firm’ dynamic capability through IT generally, and firm’ adaptive capabilities 
particularly. Therefore, the adaptive IT capability indicates to the ability of IT inside the firm 
to support the changes in the firms’ products, services, business processes, competencies and 
organizational structures as appropriate in order to deal with various situations and that can 
support the ability of firms to respond for opportunities and threats in the market (Haeckel, 
1999). 
 
Especially in the industries, the IT- driven, the ability of IT for responding to changes in the 
environment potentially is critical (Sambamurthy, Bharadwaj & Grover 2003). Consequently, 
the firms can increase the efficiency of responsive through adaptive IT capabilities and be as 
a possible resource for competitive advantage in the changing environments. 
 
Competitive Advantage 
For a period of time, some researchers have raised the question: Why do some companies 
have the ability to distinguish from its competitors?  In the previous literatures, the terms of 
competitive advantage and firm performance used as mutually terms, and in most cases, the 
firm performance corresponds and equivalent to the financial performance. 
 
Firm performance in contrast to that, where the competitive advantage is considered the 
relational measure that is based on competition between different companies (Porter 1980b) 
and is specific context (Teece & Pisano 1994), and not inevitably lead to superior firm 
performance (Sanders & Premus 2002), so the relationship between firm performance and 
competitive advantage are complex. 
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Table (1)  Model’s Constructs 

Construct Seminal authors Definition Examples 

Competitive 
advantage 

Prahalad & Hamel 
(1990); Barney 
(1991); Teece, Pisano 
& Shuen (1997) 

The firm's ability that 
has a market and / or 
feature financial 
relative distinguished 
from its competitors 

An edge over 
competitors in the 
field of financial 
performance, 
growth in sales and 
profitability 

Adaptive IT 
capability 

Teece et al (1997); 
Pavlou & ElSawy 
(2006); Wang & 
Ahmed (2007) 

Adaptive IT 
capability to be a top 
resource system 
indicating to the 
ability of information 
technology to allow 
firms to merge 
continued for building 
and configuring 
internal and external 
competencies to deal 
with the 
environmental 
changes 

The ability of 
information 
technology to 
improve 
organizational 
competencies for 
adapting quickly 
with new products, 
markets or 
customers 

IT 
management 

Byrd, Lewis & Turner 
(2004); Ravichandran 
& Lertwongsatien, 
(2005) 

The ability to build 
information 
technology- business 
partnerships for the 
levels of strategic and 
operational 

Establish trust 
relationships with 
business 
departments, and to 
obtain the best the 
attention of 
management 

 
The Foundation 
Despite the literature on IT capabilities has been growing from the perspective of strategic 
processes, but there are few empirical studies relating to the competitive advantage with 
strategic alignment. Since the available theories that can be based the model of our search is 
considered limited, so the main theories that selected are derived from contingency theory, 
resource based view, and strategic management theory. 
 
Contingency Theory (CT) 
Contingency theory has two current perspectives, which derived from an uncertainty’s 
concept by Thompson's (1967) are: effectiveness (Tosi & Slocum, 1984) and resource 
dependency (Pfeffer & Salancik, 2003). Effectiveness of the organization can be achieved by 
more than one way, which depends on the suitability or appropriate matching to suit the 
contextual factors with domestic organizational designs (Tosi & Slocum, 1984). Resource 
dependency stresses as well as to adapt the environment to face the dependence on foreign 
organizations (Pfeffer & Salancik, 2003). Gupta, Karimi, & Somers (1997) in their seminal 
article mentioned it was clear on the practices of managers in strategic choice under that 
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external constraints. Through these two perspectives, the researcher has briefly summarized 
the concept of (CT–IT) as follows. 
 
Strategy Formulation   
Strategy formulation expresses extent of the organization's response to their own environment 
and influences the effectiveness of the relationship of the organization and the environment. 
Thus, Contingency Theory contributes to help the drafters of the organization's strategy (for 
example, senior management) select an alternative strategic choice to suit with the various 
internal and external characteristics of the organization (Kearns, 1997). Kim (2003) 
mentioned in his article, it has been considered by many scholars the processes of IT-business 
alignment as the formulation of strategy. 
 
IT Management Strategy 
The extent of IT management strategy is determined by relying on the sophistication and 
evolving IT management in the organization. IT management sophistication defined as the 
progress towards formalizing increasingly to manage the information systems function 
(Karimi, Gupta, & Somers, 1996). Presence a high level of sophistication for the IT 
management indicates to formalize plans significantly (Premkumar, & King, 1994), 
organization (Blanton, Watson, & Moody, 1988), integration (Inmon, 1984), and control 
(Cash & Konsynski, 1985) of IT activities. The studies of Information System (IS) in the 
past, focus on contextual factors such as IT investment and IS function are defined through IT 
management sophistication to explore strategic formulation practices related to information 
technology strategy (Sabhherwal & Chan, 2001). IT management sophistication needs to link 
the business strategy (Gupta et al, 1997). 
 
Resource-based Theory 
Featured embodiment of efficiency, heterogeneity, and the perspectives of restrictions on 
internal resources (Barney, 1991; Wernerfelt, 1984), the resource-based perspective 
interested in studying the differences in asset accumulation and quality of assets to determine 
the reason why of some organizations have long-term success and that cannot be attributed to 
external contextual factors for example:  entry barriers, industry structure, suppliers powers, 
and buyers powers ( Porter & Miller, 1985). In addition, that success depends on the strength 
of the organization to acquire and use resources efficiently, and its ability for innovation and 
management's ability to allocate resources effectively (Schendel, 1994). The researcher 
discusses RBV- IT concepts through focusing on two relevant and summarized briefly as 
follows. 
 
Competitive Advantage 
The organization's resources must be characterized: valuable, rare, inimitable and non-
substitutable in order to achieve competitive advantage (Eisenhardt & Martin, 2000), And 
non-imitation by competitors easily (Barney, 1991), accordance with the allegations of 
immobility and heterogeneity underlying RBV. Despite the immaturity and lack of 
experimental and theoretical studies on the relationship between competitive advantage and 
IT (Javenpaa, & Ives, 1990), former use is treated as a potential source of the first (Clemons, 
1991). Due that information technology is rooted in the methods of planning both formal and 
informal, which may be rare and that in turn generates socially complex systems for example 
IT management teams of highly experienced and that are costly for imitation (Mata, Fuerst, & 
Barney, 1995). 
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H1 H2 

H3 

IT management Competitive 
Advantage  
- Firm Performance

Adaptive IT 
capability 

Figure 1: The Conceptual Model 

IT Capabilities 
Considering that capabilities indicates to the ability of organization to combine and integrate 
and distribute valuable resources (Teece et al, 1997), IT capabilities indicate the ability of the 
organization to the mobilization and allocation of resources based on information technology 
through a combination or co-presence with other capabilities and resources (Bharadwaj, 
2000). IT capabilities lead to the emergence of invisible assets through causal ambiguity, and 
with the passage of time has evolved to be socially complex resources (Kearns, 1997). Such 
intangible assets include the management practices of information technology, which allows 
the use of information technology to achieve competitive advantage through strategic 
alignment processes   (Barney, 1991).  
 
Strategic Management Theory (SMT) 
Accordance with the literature of CT and RBV, strategic management theory offers three 
basic conditions for the success of an organization: Formulation and implementation of 
business objectives, and identify the strengths and weaknesses the internal with external 
opportunities and threats, and create and exploit the capabilities of the organization that is 
unique (Kearns, 1997). In a sense, the theory of strategic management determines how to 
achieve competitive advantage through the appropriate congruence between the internal 
organizational capabilities and uncertainty for external environmental (Andrews, 1980). 
Briefly, summarize the relationship between the IT- SMT concepts as follows. 
 
Strategic Alignment 
The planning process may include the perceived internal need for the change including the 
strategic alignment. Researchers have referred that the inability to recognize the value of 
investment in the field of information technology, due to the incompatibility between 
business strategy and information technology (Luftman, 2003). Porter & Miller (1985) 
mentioned in their seminal article, with this in mind, the exploitation of information 
technology properly as viewed source of strategic sourcing and an important source of 
competitive advantage as well. 
  

The Conceptual Model and Research Hypotheses 

The Conceptual Model 
Several studies have documented the impact of the external environment and internal 
organizational characteristics to align business strategy with IT. This model is based on 
Kearns (1997), Chan (1992) and Chan & Reich’ (2007) models with some modifications as it 
has been added to the role of the capabilities of information technology and their importance 
to the organization. Accordingly, it has been building assumptions of the model below, which 
were developed to clarify relations between the components of the model. 
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According to three theories of reference, the Figure (1) offers a theoretical model that 
contains one of the factors affecting the alignment between business strategy and IT and their 
relationship with the hypotheses. This model contributes to the understanding of the 
relationship between business strategy and IT in the environmental conditions characterized 
by uncertainty, which, in turn, affects the extent of the importance of information technology, 
represents as a key for senior management in order to use information technology in a 
strategic manner in order to achieve competitive advantage. 
 
Varying types of information technology capabilities contribute to developing and 
sophisticating of information technology management to some extent, within the framework 
of various business strategies. Adaptive IT capabilities may moderate to put business 
strategies that sustain competitive advantage.  
 
Research Hypotheses 
The researcher was based on three main hypotheses only in support the model in the 
following paragraph. Competitive advantage can be made sustainable through practices 
advanced information technology management, with the passage of time will be the key to 
the use of internal processes to create assets unique based on information technology, and 
enable them to adapt to the threats and opportunities posed by the external environment 
characterized by uncertainty so as to take advantage of the distinctive core resources (Gupta 
et al, 1997; Barney, 1991). Hence, this leads to: 
 
Hypothesis 1 (H1): IT management is positively related to adaptive IT capability. 
Hypothesis 2 (H2): Adaptive IT capability is positively related to competitive advantage. 
Hypothesis 3 (H3): IT management positively influences to create competitive advantage, 
when adaptive IT capability likes a mediating 
 
The Research Design 
This descriptive study was conducted to verify and describe the relationship between the IT 
management and competitive advantage. The objective of this study is to provide an 
overview and description of all aspects of this phenomenon that are of interest to research 
from industry-oriented or perspective. In this area, there are few studies that are interested in 
this aspect of the research 
 

Research Methodology 

Population Frame 
The population terms of this study covered all the employees, with the focus of persons have 
been using the information technology, Management departments, and IT department across 
the Yemen telecommunication industry. 
 
Sample 
The sample subjects include individuals working in private and governmental sectors. The 
questionnaires returned were 117 questionnaires that represent 100% response rate. Around 
twenty one percent of the samples were female.  A survey questionnaire with five-point 
Likert-type scales is used. The design of the questionnaire is guided by the study of Sekaran 
(2003), for testing research hypotheses. 
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The researcher used a Pearson Correlation Coefficient and Simple Regression Analysis to 
relate IT Management to Adaptive IT capability mediated, and competitive advantage. 
 

Analysis and result 

 
Pearson Correlation Coefficient 
Table (2) Correlations 

 IT management 
Adaptive IT 
capability 

Competitive 
Advantage 

IT  management  Pearson Correlation 1 .696** .864** 
Sig. (2-tailed)  .000 .000 
N  117 117 

Adaptive IT 
capability 

Pearson Correlation  1 .541** 
Sig. (2-tailed)   .000 
N   117 

Competitive 
Advantage 

Pearson Correlation   1 
Sig. (2-tailed)    
N    

**. Correlation is significant at the 0.01 level (2-tailed). 
 
Hypothesis 1 (H1): IT management is positively related to adaptive IT capability. 
The relationship between IT management is tested against adaptive IT capability by using 
Inter-correlation analysis. The results indicate that there is a significant, positive relationship 
between the two variables (r= 0.696, n= 117, p< 0.01). The relationship between the variables 
is significant with strong correlation. 
 
Hypothesis 2 (H2):  Adaptive IT capability is positively related to competitive advantage. 
The relationship between Adaptive IT capabilities is tested against to competitive advantage 
by using Inter-correlation analysis. The results indicate that there is a significant, positive 
relationship between the two variables (r= 0541, n= 117, p< 0.01). The relationship between 
the variables is significant with moderate correlation. 
 
Hypothesis 3 (H3): IT management positively influences to create competitive advantage, 
when adaptive IT capability likes a mediating. 
 
Partial correlation was used to explore the relationship between IT management and 
competitive advantage, while controlling for adaptive IT capability. There was a strong, 
positive, partial correlation between IT management and competitive advantage [r = 0. 864, n 
= 117, p < 0.01], with high levels of IT management and being associated with high level of 
competitive advantage. An inspection of zero order correlation (r = 0. 864) suggested that 
controlling for socially desirable responding had very little effect on the strength of the 
relationship between those variables.  
 
Simple Regression Analysis 
Hypothesis 1 (H1): IT management is positively related to adaptive IT capability. 
 
Table (3) Model Summary 

Model R R Square 
Adjusted 
R Square 

Std. Error of 
the Estimate 

F 
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1 0.696(a) 0.485 0.480 .27190 108.280 
a Predictors: (Constant), IT management  
 
 
Table (4) Measuring the degree of influence of adaptive IT capability and IT management  

Model  
Unstandardized 
Coefficients 

Standardized 
Coefficients 

t p 

1  B 
Std. 
Error 

Beta   

Out Source: 
Adaptive IT 
capability 

F (1,115)      

Predictor: 
IT management 
capability 

108.280 0. 721 0.069 0.696 10.406 
0.00
0 

a  dependent Variable: adaptive IT capability 
Note: R2 = 0.485, Adj. R2 = 0.480, ** p< 0.01 
 
The two variables have a positive and strong relationship; R2 = 0.485, Adj.R2 = 0.480, and F 
(1,115) = 108.280, P< 0.01. This R2 means that 48.5 % of the variance in adaptive IT 
capability increase is explained by IT management capability. Approximately 48.5% of the 
variance of adaptive IT capability was accounted for its linear relationship with IT 
management capability. Thus, H1 is accepted. 
 
Hypothesis 2 (H2):  Adaptive IT capability is positively related to competitive advantage. 
Table (5) Model Summary 

Model R R Square 
Adjusted 
R Square 

Std. Error of 
the Estimate 

F 

2 0.541 (a) 0.293 0.287 0.37155 47.648 
a Predictors: (Constant), Adaptive IT capability 
 
Table (6) Measuring the degree of influence of Competitive Advantage and adaptive IT 
capability 

Model  
Unstandardized 
Coefficients 

Standardized 
Coefficients 

t p 

2  B 
Std. 
Error 

Beta   

Out Source: 
Competitive advantage F (1,115) 

     

Predictor: 
Adaptive IT capability 47.648 0. 631 0.091 0.541 6.903 0.000
a  dependent Variable: competitive advantage 
Note: R2 = 0.293, Adj. R2 = 0.287, ** p< 0.01 
 
The two variables have a positive and strong relationship; R2 = 0.293, Adj.R2 = 0.287, and F 
(1,115) = 47.648, P< 0.01. This R2 means that 29.3 % of the variance of competitive 
advantage increase is explained by Adaptive IT capability. Approximately 29.3% of the 
variance of adaptive IT capability was accounted for its linear relationship with IT 
management capability. Thus, H2 is accepted. 
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Hypothesis 3 (H3): IT management positively influences to create competitive advantage, 
when adaptive IT capability likes a mediating. 
 
Table (7) Model Summary 

Model R R Square 
Adjusted 
R Square 

Std. Error of 
the Estimate 

F 

3 0.864 (a) 0.746 0.742 0.22345 167.850 
a Predictors: (Constant), IT management and adaptive IT capability as mediating 
Table (8) Measuring the degree of influence of Competitive Advantage and IT 
management and adaptive IT capability as mediating 

Model  
Unstandardized 
Coefficients 

Standardized 
Coefficients 

t p 

3  B 
Std. 
Error 

Beta   

Out Source: 
Competitive advantage F (1,114) 

     

Predictor: 
IT management  167.850 1.133 0.079 0.938 14.281 0.000
Adaptive IT capability 167.850 -.131 0.077 -0.112 -1.708 0.090
a  Dependent Variable: competitive advantage 
Note: R2 = 0.746, Adj. R2 = 0.742, ** p< 0.01 
 
The two variables have a positive and strong relationship; R2 = 0.746, Adj.R2 = 0.742, and F 
(1,114) = 167.850, P< 0.01. This R2 means that 74.6 % of the variance in adaptive IT 
capability increase is explained by IT management capability. Approximately 74.6 % of the 
variance of adaptive IT capability was accounted for its linear relationship with IT 
management capability. Thus, the H3 is accepted. 
 

Discussion 

The purpose of this research is to explain the influence of Information Technology 
management capability to build competitive advantage, in the following discussion; the 
results of each objective are reviewed and compared with previous literature. 
 
Objective1: To examine, the positively related between IT management and adaptive IT 
capability. 
The study shows that there is a strong positive relationship between IT management and 
adaptive IT capability, which also indicated IT management capability, is significant to 
influence by adaptive IT capability, IT management is considered as an important factor to 
improve the performance and get competitive. 
 
Objective2: To identify, the positively related between adaptive IT capability and 
competitive advantage. 
It showed that effective adaptive IT would lead the organizations to get the competitive 
advantage. Also, shows that there is a moderate positive relationship between adaptive IT and 
a competitive advantage, that lead to keep the competitive advantage of the organization. 
 
Objective3: To look into the positive influence between IT management to create 
competitive advantage, when adaptive IT capability like a mediating 
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In addition, this study found is a very strong positive relationship between IT management to 
create competitive advantage, when adaptive IT capabilities like a mediating. Concerning IT 
management; this study is in line with many previous researchers. 

 

Significance of the study 

In terms of theory, this research has considerable implications for the validation of a mid-
range theory (e.g., CT) of business strategy- IT linkage.  Emerging empirical evidence has 
shown that IT management necessarily creates a competitive advantage, and that there may 
be a direct relationship between IT management and performance. So, we use RBV to view 
how IT management is related to the firm's strategic position and overall organization's 
performance. 
 
In terms of practice, this research has the potential to generate meaningful business 
implications for Yemen managers seeking to align IT management and business value and 
performance. Moreover, the empirical study on implication of IT management is at present 
limited and fragmented. We will specify IT management for supporting IT management 
strategy and achieving competitive advantage. 
 

Conclusion 

Superiority in the management of information technology contributes to improve the 
performance of the firm, as to whether the ability of information technology can contribute to 
improving the competitive advantage of the firm, which depends on the IT management that 
promote innovation in the use of information technology applications in the firm. Although 
the quality of IT management may be a direct source of differentiation, the ability to 
effectively influence that IT management is.  
 
Yemen Telecommunications are a highly competitive environment. The essential factor of 
industrial development is technological capabilities. The result of the analysis is the reality in 
Yemen. The result of analysis can be utilized as IT management for Yemen 
Telecommunications competition. 
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ABSTRACT 

The main objective of this study is to profile the participants of the Malaysian National 
Service Training Programme and examine whether they have an entrepreneurial inclination in 
them. The study was carried out on a sample size of 350 students of Universiti Utara 
Malaysia who have undergone the four important modules of the National Service Training 
Programme, namely physical training, nation building, character building and community 
service module. The preliminary results of this study showed that most of the participants of 
the national service did not exhibit entrepreneurial inclination of becoming entrepreneurs. 
Hence, this paper proposes to the Malaysian government to introduce a specific module on 
entrepreneurship to the participants of the national service in order to inculcate and further 
enhance entrepreneurship amongst the youths.  
 
Keywords: National service, entrepreneurial spirit, character building and community 
service 
 

INTRODUCTION 

The main objective of the study is to profile the participants of the Malaysian National 
Service Training Programme to explore and find out whether participants of the Malaysian 
National Service Training Programme possess entrepreneurial inclination.  The motivation 
for this study came about because the rate of unemployment amongst graduates in Malaysia 
is on the rise.  Hence, self-employment via entrepreneurship has been viewed as one of the 
means of overcoming this problem of unemployed graduates.   
 
Most national service programmes were initially introduced with the aim of increasing 
patriotism among the younger generation, foster national unity and national integration, 
encourage positive character building through moral values, foster the spirit of volunteerism 
and build active, intelligent and full of confidence young generation. In Malaysia, the 
government introduced a customized the National Service Training Programme which is 
known as the “Programme Latihan Khidmat Negara” (PLKN) in the Malay language. In 
addition, the targeted group for conscription are citizens between the ages of 18 to 35. The 
three-month programme, which first started in December 2003, began as a way to encourage 
friendship between youths of certain ages from different races and ethnic groups and address 
concerns that the country's various races were becoming increasingly isolated from one 
another.  
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Recently, youth entrepreneurship has figured prominently in the development agendas of 
many developing countries including Malaysia. Issues of unemployment in the local 
economy amidst current uncertainties in global market demand and economic crisis situations 
have led to the need for any society or its communities at large to find opportunities in self-
employment, including by the youths (Chigunta, 2001; Schoof, 2006). The current limited 
career options and lack of independence in wage employment have prompted efforts to seek 
greener pastures in self-employment in the form of entrepreneurial ventures.  
 

LITERATURE REVIEW 

Youths and Entrepreneurship 
Youth entrepreneurship figures prominently in the development agendas of many developing 
countries including Malaysia. Issues of unemployment in the local economy amidst current 
uncertainties in global market demand and economic crisis situations have led to the need for 
any society or its communities at large to find opportunities in self-employment, including by 
the youths (Chigunta, 2001; Schoof, 2006). The current limited career options and lack of 
independence in wage employment have prompted efforts to seek greener pastures in self-
employment in the form of entrepreneurial ventures. Youths have increasingly responded to 
this challenge, including the ones in Malaysia. 
 
According to a recent study on youth index scores of 4673 Malaysian youths by the 
Malaysian Institute for Research on Youth Development (Institut Penyelidikan Pembangunan 
Belia Malaysia - IPPBM, 2008), the youths were found to have a relatively high score of 63.3 
for entrepreneurial potential and interest. The level of interest is said to have increased from 
the score of 51.6 in 2006. In 2008, these youths continue to express their interest and desire to 
acquire skills to increase career possibilities, namely those entrepreneurial in nature. 
Although small in number, some of the youth entrepreneurs are successful innovative 
entrepreneurs or at the very least, as small-scale business proprietors. Such youths may then 
serve as role models for other youths who are contemplating on business ventures. They may 
even change the mindsets of many more other youths who have negative perceptions of 
entrepreneurship. 
 
Entrepreneurs possess particular personality traits, socioeconomic characteristics, and 
particular nature of business enterprise activities and enterprise development process (Bolton 
and Thompson, 2004; Bird, 1989; Shane, 2003; McClelland, 1961; Maimunah Ismail, 2001). 
Youths have also been found to possess some characteristics similar to the ones possessed by 
adults and matured entrepreneurs (Chigunta, 2001; Schoof, 2006). The identified 
characteristics are said to distinguish the entrepreneurs from the non-entrepreneurs. 
 
The Malaysian youth entrepreneurs had shown that they possessed particular personality 
traits and behavioural characteristics which fit McClelland’s (1961) description of motivation 
and emotion as key psychological and social elements that drive people to venture into 
entrepreneurship.  The youths’ basis of motivation was human needs for achievement, power 
and affiliation. It was their spirit of competitiveness, personal satisfaction, monetary benefits 
and independence that had motivated them to become entrepreneurs and sustain that 
entrepreneurship. They showed perseverance and determination, and the ability to take 
calculated risks, initiatives and responsibility. They were goal- and opportunity- orientated, 
bent for problem solving, and able to retain an internal locus of control (Bolton &Thompson, 
2004). 
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Many different National Service proposals have been based on military enlistment difficulties 
and civilian youth problems and the limited effectiveness of current efforts aimed at them. 
National Service has been proposed as a mechanism for expanding and improving current 
programme practices; as a vehicle for implementing new forms of youth activities; and as a 
means of improving coordination among potentially competitive youth policies. 
 
In Malaysia, the level of youth engagement in self-employment or entrepreneurship is not as 
high as one would imagine and expect. Nonetheless, youth entrepreneurial efforts are lauded 
by the government and society, especially in these current times of economic crisis. 
Prominent governmental sectors such as the Ministry of Youth and Sports Malaysia and The 
Institute of Youth Development Research Malaysia (Institute Penyelidikan Pembangunan 
Belia Malaysia/IPPBM) organize various programmes, training, research and other activities 
pertaining to youth development like entrepreneurship. The government also organizes 
entrepreneurship programmes in schools, public universities and through various public 
youth organizations aim to cultivate entrepreneurship potentials among the young people 
(Ninth Malaysia Plan 2006, 2006). About RM5.4 billion has been allocated in the Ninth 
Malaysia Plan (RMK 9) by the government for youth development through various youth 
skills training and leadership (Ninth Malaysia Plan, 2006). One of the aspects that the 
government intended to improve in relation to youth development is entrepreneurial skills. 
Entrepreneurship primarily consists of four main elements. The first element is creativity and 
innovation. It forms the core of entrepreneurship that enables the entrepreneur to think entire 
new ways of working. A key part of entrepreneurship is to identify opportunities that no one 
has noticed earlier. Such opportunities need not be large; these can even be small ones. 
Creative people are receptive to new ideas generated by others. The second element is able to 
apply the creativity. Besides the entrepreneurs have an ability to apply the creativity to 
business problems, they understand the people and the environment around them. They can 
effectively martial resources for the same. In addition, creative thinking is not enough 
because an entrepreneur must be able to translate his/her demand thought into action and 
result. The next element is change. They have a sound belief in their ability to change the 
status quo-the ways of things are being done presently. The last element is creating value. 
Entrepreneurs focus on creating value by doing things cheaper, better and faster manner 
(Shane, 2003). 
 
Module of Malaysian National Service Training Programme (PLKN) 
Physical Training Module 
The  Physical Training Module  is one of the essential modules that emphasizes physical 
activities with the aim to build the skill, endurance mentality and emotionally, spiritually as 
well as a physically strong citizens.  In specific physical activities under this module certainly 
strengthen the unity among trainees, enhance the mental tenacity, leadership, internal 
discipline, confidence level, skill to work in a team, problem solving skills and decision 
making within a group.  In addition, trainees are also required to involve in activities such as 
parades, forest crafts, first aid, map reading, navigation training, river crossing, rope activities 
martial arts, hiking, and water activities. Trainees spend almost four weeks to complete the 
physical module. 
 
Nation Building Module  
The Nation building module is more of a classroom-based module which is emphasized on 
feelings and the sacrifice of citizen for their nation.  To strengthen the feelings and patriotism 



Profiling of Malaysian National Service Training Programme  
Participants and Their Entrepreneurial Inclination 

Page 161 of Volume 2 
 

towards the nation, trainees lead by trainers to learn about motherland, nation, government, 
sovereignty and also challenges in outside of the country. 
 
For this module, its objective is to widen the knowledge of the nation (nation-building) and 
accentuate the love and sacrifice for the nation by the trainees. By working in groups, the 
trainers guide them on topics that touch on the nation, peoples, government, sovereignty and 
challenges within and outside the nation. Through the element of the nation, the participants 
are groomed to love the nation and willing to defend the beloved country. 
 
Character Building Module  
The Character Building Module which is based on classroom learning comprises of 2 sub-
modules. The first one, Module A speaks about Bringing Out the Best In Me while the 
second module, Module B relates to Bring Out the Best In Others. This component is 
experiential based and relies on games and activities as the means of teaching. It is about 
instilling good values and self-confidence, leadership and self-evaluation. 
 
The aim of this module, as the name suggests, is to build character. It evolves around the 
family, the self, the community and the nation. It consists of two components – one focus on 
developing the self and the second, on oneself and others. In the first component, the 
participants involve in discovering himself, being aware and recognizing one’s traits (like 
leadership trait), strengthening and rejuvenating one’s weakness.  
 
In military-style physical training, leadership built the same as established leadership in the 
management of other public organization. Through physical exercises, participants are trained 
and encouraged to build trust in partners, shared responsibility, willing to sacrifice for the 
advancement of the organization or group. They are willing to take risks to rescue 
organization. 
 
Community Service Module   
Community Service Module comprises of five main components i.e. public facilities, 
neighbourliness, social service, environment and assignment in the department. To ensure 
that the activities are executed collectively and as a whole, it is further broken up into 4 
components and they are: Neighbourliness – examples of the projects are painting the civic 
hall and road dividers, brightening gardens, visiting to village houses, implementing 
programmes of foster children and others, Public facilities – the trainees are exposed to 
certain selected venues. One of them is upgrading of bus stands and civic halls, creating 
awareness among the trainees and the public in general, on the importance of taking care of 
public facilities through talks, community work ('gotong royong') at houses of worship like 
the mosques, cemetery and others, Social service – some of the activities in this component is 
listening to talks from institutions they visited, workshops for the physically handicapped, 
hospital, rural clinics and others and Environment – most common activities are gotong 
royong like cleaning, beautifying and brightening surrounding areas (Community Service 
Module, 2012).   
 

RESEARCH FRAMEWORK AND METHODOLOGY 

 
In this study, the conceptual model integrated four modules of PLKN namely physical 
training module, nation-building module, character building module, and community service 
module and their effect on spearheading entrepreneurial spirit among youth. The framework 
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has four major variables which establish a set of formal hypotheses related to the proposed 
decision making process which focuses on the entrepreneurial spirit objective. In particular it 
explains the relationship between modules of the National Service Training Programme and 
entrepreneurial spirit among youth. 
 
Theoretical Framework 
Different researchers may have different approaches or different views in attending to a 
particular issue and different scenarios may have different factors needing to be considered in 
making a particular decision. Based on the literature review, most of the studies were 
conducted with various objectives and perspectives. However, no attempt has been made to 
investigate the relationship of these modules of PLKN in one research framework as in this 
study. Figure 3.1 illustrates the research framework. 
 
 
 
  
   
    
   
 
 
 
 
Figure 3.1: Research Framework  
  
Relationships between Module of PLKN and Entrepreneurial Spirit 
A government that knows the traits of youth and the capability to fully utilize them will have 
better potential to spearhead the entrepreneurial spirit. For example, the physical training 
module is for the purpose of building competence and resilience in mental capacity, emotion, 
spirit and physical resulting in the trainee being a more effective citizen. These attributes also 
needed as an entrepreneur. 
 
This research indicates the relationship between modules of PLKN and entrepreneurial spirit. 
To pursue the analysis, this study investigated characteristics existing in both factors as a 
basis of investigation. The literature indicates both dimensions (physical training module and 
entrepreneurial spirit) have almost similar characteristics such as internal locus of control 
(Bird, 1989), building competence and resilience in mental capacity, emotion, spirit, and 
competence in problem-solving. 
 
Similar scenario and approaches were used in studying the relationship between nation 
building module and the entrepreneurial spirit. Based on the literature, both variables possess 
almost similar attributes such as a sense of unity and cooperation, the desire to develop 
Malaysia, and enhance self reliance. 
 
This study encounters the same problem, that is, the limited information available in the 
literature on studying the relationship between character building module and the 
entrepreneurial spirit. However, the literature indicates both dimensions have several 
similarities such as high mental endurance, leadership, internal locus of control, and 
leadership. Furthermore, this research faced similar difficulties to secure literature that 
specifically discusses the relationship between community service module and the 

PLKN 
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Character Building Module 
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entrepreneurial spirit. Due to such difficulties, this study considered the similarity of both 
variables in defining their relationship. In general, both dimensions have similar attributes 
that self-confidence, enhance spirit de corps, internal locus of control and 
leadership.However, significant numbers of empirical studies have been conducted in 
investigating the effect of physical training module; nation building module, character 
building module and community service module in spearheading entrepreneurial spirit and 
most of them confirm that these factors contribute significantly to the entrepreneurial spirit.   
 
Entrepreneurial potential is recognized as an important precursor to entrepreneurial events or 
activities. The concept of entrepreneurial potential, variously referred to in the literature as 
intention, preparedness or orientation, captures the notion of a pre-existing state of readiness 
within the individual to accept or pursue an entrepreneurial opportunity. This perspective of 
entrepreneurial potential resting “within the individual” is important as it differentiates 
between the internal capacities of an individual entrepreneur, and the external instrumental 
resources that may be required to promote or pursue entrepreneurial activity. The concept is 
particularly useful as it facilitates the research and study of would-be/could-be entrepreneurs, 
who represent a vital component in the ultimate successful development of entrepreneurial 
activity within a society and economy. In essence, it helps us assess the level of necessary 
pre-conditions in existence that relate to the success of future entrepreneurial actions (Shane, 
2003). 
 
Sampling of Respondents 
According to the Academic Affairs Department of Universiti Utara Malaysia, there is no 
record of the specific number of students who have undergone National Service Training 
Programme prior to registration as an undergraduate student.  Hence, we did not know the 
actual number of students at Universiti Utara Malaysia who have participated in the National 
Service Trainig Programme.  Nevertheless, the researchers attempted to obtain as many as 
possible the number of respondents for this study. A total 748 questionnaires were distributed 
by using convenience sampling in which several undergraduate classes were chosen. Only 
students who have undergone National Service Training Programme were allowed to become 
the respondents of this study.  Out of the 748 distributed questionnaires, 370 were returned 
but only 350 found useful for this study. 
 
FINDINGS  
The findings of this study were tabulated according the various demographic parameters. 
Table 4.1: Respondents gender 
No. Respondents  Frequency  Percentage (%) 
1. Male  120 34.29 
2. Female  230 65.71 
 Total  350 100.00 
 
65.71 percent of the respondents were female as compared to only 34.71 males. 
Table 4.2: Respondent Age 
No. Respondents  Frequency  Percentage (%) 
1. <20 years 75 21.43 
2. 21-22 years 150 42.86 
3. 23-24 years 110 31.43 
4.  25-26 years 10 2.86 
5. >26 years 5 1.42 
 Total 350 100.00 
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The respondents’ age group of 21-22 years has the most respondents at 42.86 percent, 
followed by the 23-24 years at 31.43 percent.  5 respondents were in the oldest age group of 
more than 26 years. 
 
Table 4.3: Respondents’ Ethnic Origin 
No. Respondents  Frequency  Percentage (%) 
1. Bumiputera 250 71.43 
2. Indian 48 13.71 
3. Chinese 50 14.29 
4. Others 2 0.57 
 Total 350 100.00 
 
In terms of ethnic origin, the Bumiputera represent 71.43 percent, reflecting the composition 
structure of the country’s population. The other two main ethnic groups are the Chinese with 
14.29 percent and the Indians with 13.71 percent. 
Table 4.4: Ranking in family 
No. Respondents  Frequency  Percentage (%) 
1. First-born 180 51.43 
2. Middle-born 120 34.29 
3. Last-born 35 10.00 
4. Only-child 15 4.28 
 Total 350 100.00 
 
There were 51.43 percent who were first-borns and the middle-born was 34.29 percent.  In 
terms of being the only child in the family, there was only 4.28 percent.  
 
Table 4.5: Aggregate monthly income of parents/guardian 
No. Respondents  Frequency  Percentage (%) 
1. Below RM 1000                45 12.86 
2. RM 1001-RM 2000                125 35.71 
3. RM 2001-RM 3000                70 20.00 
4. RM 3001-RM 4000                50 14.29 
5.     RM 4001-RM 5000                30 8.57 
6.     Above RM 5000                30 8.57 
 Total                350 100.00 
 
In terms of aggregated monthly income of parents, 35.71 percent were in the RM1001 – 
RM2000 income group and 20 percent in the RM2001 – RM3000 income group.  There was 
only 8.57 percent whose parents earned more than RM5000 per month. 
 
Table 4.8: Father’s / Guardian’s present occupation 
No. Respondents  Frequency  Percentage (%) 
1. Self-employed 160 45.71 
2. Wage earner 170 48.57 

3. Unemployed 10 2.86 
4. Retired 10 2.86 
 Total 350 100.00 
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In terms of father’s current employment, 48.57 percent were wage earners as compared to 
45.71 who were self-employed.  There were 2.86 percent unemployed and 2.86 percent 
having retired. 
 
 
Table 4.9: Mother’s present occupation 
No. Respondents  Frequency  Percentage (%) 
1. Self-employed 120 34.29 
2. Wage earner 100 28.57 
3. Unemployed 126 36.00 
4. Retired 4 1.14 
 Total 350 100.00 
 
36 percent of the mothers were unemployed, whereas 28,57 were wage earners.  34.29 
percent of the participants’ mothers were self-employed. 
 
Measuring degree of association between Physical Training Module and Entrepreneurial 
Spirit 
Based on 350 students opting for National Service Training Programme, the following results 
were recorded. A linear regression analysis was used to evaluate the effect of the Physical 
Training Module on Entrepreneurial Spirit. Table 4.10 shows the result which indicates the 
two variables were positively and strongly associated; R² = 0.936, Adj. R² = 0.935, and F 
(1,151) = 2190.906, p = 0.01. This means 94% of the variance in the entrepreneurial spirit 
increase is explained by physical training module. Approximately 94% of the variance of the 
Entrepreneurial Spirit is accounted for by its linear relationship with the Physical Training 
Module. Thus, the Physical Training Module is positively associated with Entrepreneurial 
Spirit 

 
 
 
Table 4.10: Measuring degree of association between Physical Training Module and 
Entrepreneurial Spirit using Simple Linear Regression 
 F (1,151) B SE B Beta t p 
Outcome: 
Entrepreneurial 
Spirit 
 
Predictor: 
Physical 
Training 
Module 

 
 
2190.906 

 
 
 
 
 
 
 
   1.048 

 
 
 
 
 
 
 
     0.022 

 
 
 
 
 
 
 
     0.967 

 
 
 
 
 
 
 
      
46.807 

 
 
 
 
 
 
 
 0.0001** 

Note: R² = 0.94, Adj. R² = 0.94, ** p < 0.01 
 
Measuring degree of association between Nation Building Module and Entrepreneurial 
Spirit 
A linear regression analysis was conducted to evaluate the prediction of the Entrepreneurial 
Spirit from Nation Building Module. As shown in Table 4.11 shows the result which 
indicates the two variables were positively and strongly associated; R² = 0.857, Adj. R² = 
0.856, and F (1,159) = 953.264, p < 0.01. This R² means that 86% of the variance in the 
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Entrepreneurial Spirit increase is explained by the Nation Building Module. Approximately 
86% of the variance of the Entrepreneurial Spirit was accounted for by its linear relationship 
with the Nation Building module. Thus, the Nation Building Module is positively associated 
with Entrepreneurial Spirit 
 
Table 4.11: Measuring the degree of association between Nation Building module and 
Entrepreneurial Spirit using Simple Linear Regression 
 F (1,159) B SE B Beta T P 
Outcome: 
Entrepreneurial 
Spirit 
Predictor: 
Nation 
Building 
module 

 
 
  953.264 

 
 
 
 
 
 
    0.955 

 
 
 
 
 
 
     0.031 

 
 
 
 
 
 
      0.926 

 
 
 
 
 
 
     30.875 

 
 
 
 
 
 
0.0001** 

Note: R² = 0.86, Adj. R² = 0.86, ** p < 0.01 
 
Measuring degree of influence of Character Building Module on Entrepreneurial Spirit  
A linear regression analysis was used to evaluate the prediction of the Entrepreneurial Spirit 
from the Character Building Module. Table 4.12 indicates the two variables have positive 
relationship; R² = 0.115, Adj. R² = 0.110, and F (1,151) = 19.715, p < 0.01. This R² means 
that 12% of the variance of the Entrepreneurial Spirit increase is explained by the Character 
Building Module. Approximately 12% of the variance of the Entrepreneurial Spirit was 
accounted for by its linear relationship with the Character Building Module. Hence, the 
Character Building Module has positive influences on Entrepreneurial Spirit. 
 
 
 
Table 4.12: Measuring the degree of influence of Character Building Module on 
Entrepreneurial Spirit using Simple Linear Regression 
 F (1,151) B SE B Beta T P 
 
Outcome: 
Entrepreneurial 
Spirit 
 
Predictor: 
Character 
Building 
Module 

 
 
 
  19.715 

 
 
 
 
 
 
    0.290 

 
 
 
 
 
 
     0.065 

 
 
 
 
 
 
      0.340 

 
 
 
 
 
 
      4.440 

 
 
 
 
 
 
0.0001** 

Note: R² = 0.12, Adj. R² = 0.11, ** p < 0.01 
 
Measuring degree of influence of Community Service Module on Entrepreneurial Spirit  
Analysis used in this perspective is also linear regression. It was conducted to evaluate the 
prediction of the Entrepreneurial Spirit from the Community Service Module. Table 4.13 
indicates the two variables have positive relationship; R² = 0.210, Adj. R² = 0.205, and F 
(1,159) = 42.316, p < 0.01. This R² means that 21% of the variance in the Entrepreneurial 
Spirit increase was explained by the Community Service Module. Approximately 21% of the 
variance of the Entrepreneurial Spirit is accounted for by its linear relationship with the 
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Community Service Module. Thus, the Community Service Module has a positive influence 
on Entrepreneurial Spirit. 
 
 
 
Table 4.13: Measuring the degree of influence of the Community Service Module on 
Entrepreneurial Spirit using Simple Linear Regression 
 F (1,159) B SE B Beta T P 
 
Outcome: 
Entrepreneurial 
Spirit 
Predictor: 
Community 
Service 
Module 

 
 
   42.316 

 
 
 
 
 
   0.294 

 
 
 
 
 
   0.045 

 
 
 
 
 
    0.458 

 
 
 
 
 
    6.505 

 
 
 
 
 
0.0001** 

Note: R² = 0.46, Adj. R² = 0.21, ** p < 0.01 
 

CONCLUSION 

The findings showed that the four modules of the Malaysian National Service Training 
Programme (PLKN), namely the physical training module, nation building, character 
building and the community service modules have achieved the objectives of each of the 
respective modules.  The physical training module has certainly enhanced and strengthened 
the unity among trainees, enhance the mental tenacity, leadership, internal discipline, 
confidence level, skill to work in a team, problem solving skills and decision making within a 
group.  As for the nation building module, the participants have expressed that it has 
strengthened and increased their feelings of patriotism towards the nation. In the third 
module, character building, the participants were found to have benefited from this module in 
terms of self-development, leadership skills and the process of team leadership which is the 
ability of individuals to form the values of the organization and have the vision and mission 
usually has ability to control emotions, discipline, be role models, capable of controlling 
members of the group.  In the fourth module of community service, the participants have 
found the various activities such as gotong-royong, keeping the environment green, recycling 
and visits to the hospitals, public amenities have made them aware and the importance of 
providing community service to the society.  
 
In terms of entrepreneurial inclination among the participants of the National Service 
Training Programme, the indicators were somewhat mixed. Preliminary findings showed that 
most of the participants who parents own and operate businesses showed entrepreneurial 
inclination.  This was especially true of the ethnic Chinese.  Whereas, those participants 
whose parents were wage earners, they were less incline toward entrepreneurship. This was 
true amongst the ethnic Malays and to a certain extend the Indians.  Hence, this paper 
proposed that the Malaysian government could perhaps consider the possibility of 
introducing a specific per se module on entrepreneurship to the National Service Training 
Programme. By providing this entrepreneurship module, the participants who represent the 
youths of Malaysia could be exposed and introduced to the world of entrepreneurship at an 
earlier stage of their lives.  This will make them appreciation better the world of 
entrepreneurship and in turn will further enhance the inculcation and encouragement of 
entrepreneurship among the youths participating in the national service programme. 
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Ethnic entrepreneurship in OECD countries: A systematic review of 
performance determinants of ethnic ventures 

 
Abstract 

This paper seeks to examine the evolution of determinants under scrutiny by academics 
publishing on performance of ethnic companies in OECD countries. Using the systematic 
literature review method, we first provide a descriptive analysis of articles gathered, and then 
make an in-depth examination of the determinants focused on. A database of 40 papers 
published between 2002 and 2011 was collected – the topic was precise enough to yield only 
a few articles – from a wide range of journals. We provide a systemized summary of the 
current status of this body of work, examine areas where research is lacking, and explain why 
further study of the role of cultural and ethical values as determinants of ethnic 
entrepreneurship is critical. 
 
Keywords: Ethnic entrepreneurship; Skilled immigrants; Performance; Innovation; 
Creativity; Human capital; Social capital; Moral values 
 

INTRODUCTION 

The War for Talents (McKinsey & Company, 2001) – a competitive landscape for recruiting 
and retaining talented employees – within the Organization for Economic Co-operation and 
Development (OECD) member states, is a global trend that every country and company has 
to face nowadays. This trend is worsening with population ageing. De facto, the challenge is 
to attract and retain the most able and talented employees from a skilled workforce that is 
becoming increasingly narrower. The brain drain (Royal Society, 1963) – or large-scale 
emigration of individuals with technical skills or knowledge to a more attractive country – 
only exacerbates the growing scarcity of talented manpower in home country. The 
distribution of this skilled manpower worldwide is extremely unequal since only two 
countries account for around 50% of the main OECD destinations of OECD-born highly-
skilled expatriates: the United States (37.1%) and Australia (12.7%) (OECD, 2008). The 
resulting diversity is not only an asset making it possible for companies to “fill in the blanks” 
but also to create value within the organization. A recent wave of researchers has indeed 
wondered if workplace diversity does not represent a competitive advantage for firms (Slater, 
Weigand, & Zwirlein, 2008). Studies now consider that multicultural teams can enhance 
performance (Roberge & van Dick, 2010; Sultana et al., 2013), innovation (Ostergaard, 
Timmermans, & Kristinsson, 2011) or creativity (Berg & Holtbrügge, 2010) for companies.  
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The present paper aims at understanding what determinants of ethnic and immigrant 
entrepreneurship have been studied so far, what types of performance it can lead to, and what 
areas are still lacking rigorous investigation. Ethnic and immigrant entrepreneurships, which 
will be shortened below as “ethnic entrepreneurship”, may offer insights into what alternative 
business models are more suited nowadays to face social and economic challenges. In order 
to attain this objective, a systematic review was used. This paper will first present the overall 
review process and the adopted review protocol in section two. Then, we will describe results 
from the review in section three. Only then will we discuss and analyze the findings in 
section four and continue towards the conclusion in section five with the future avenue of 
research on Ethnic entrepreneurship.   
 

 SYSTEMATIC REVIEW METHODOLOGY 

The methodology for a systematic review has to be clear and accurate, since a literature 
review “must be defined by a guiding concept […]. It is not just a descriptive list of the 
material available or a set of summaries” (Taylor & Procter, 2008). Hence in order to build 
the most suitable set of articles, we followed the following procedure: We started with a 
broad prospection of articles; then we went to a couple of steps in which we first assessed the 
content of articles retrieved and secondly refined the selection criteria. We reiterated these 
two steps as long as we were unsatisfied with the match between our research objective and 
the articles we found. This procedure is detailed below. We used four databases to create our 
systematic review: Emerald, Engineering Village, ProQuest and Science Direct. We covered 
a 10-year time period, from January 2002 to the end of September 2011. The search for 
articles took place from 09/22/2012 to 10/16/2012. The very first step of our research was to 
gather as many articles as possible.  
 
We obtained a very large sample with this first strategy as, indeed, we retrieved 3,292 
articles. A brief glance at those results showed us that Science Direct yielded the greatest 
number of responses. Moreover, this preliminary research helped us determine that the most 
efficient query was the Boolean combination of “ethnic entrepreneurship” AND 
“performance” since it returned 33% of our initial sample.  Following more refining of the 
articles based on abstract readings, we selected 140 articles.  
 
We can have the overview of refining process of articles from the following table 4. 
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Table 4: Review flowchart 

 
 
 

DESCRIPTION OF RESULTS 

The aim of the present section is to describe the global characteristics of the 40 articles 
gathered through general categories, as should be done in every systematic review (Tranfield, 
Denyer, & Smart, 2003). Hence, we will first analyze the countries and communities that 
were most studied (1), then the adopted research methodology (2), the publication titles and 
time-based trend of publication (3), and lastly the scope of analysis of each article (4).  
 
Countries and Communities Studied 
As we are focusing on ethnic entrepreneurship, it is necessary to highlight which 
communities in which countries are the primary interest of authors. Some countries and some 
communities will be more studied because of immigration policies or of entrepreneurial 
willingness embedded in ethnic communities’ cultural values. Unsurprisingly, the USA is the 
most studied host country. Ethnic businesses represent over 17% of all American small 
business in 2005 (United States Census Bureau, 2010; Shinnar, Aguilera & Lyons, 2011). It 
is therefore an ideal ground for researching ethnic entrepreneurship.  On the contrary, when it 
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comes to communities, there is no strong superiority of one ethnicity over another. Authors 
usually consider specific ethnic groups in each country.  
 
Main Research Methodologies in Ethnic Entrepreneurship Research  
As depicted in Graph 2, the research methodology mainly chosen by authors is the use of 
secondary quantitative data, with a total of 14 articles out of 40. Government surveys or 
national censuses are the most useful sources for authors who have limited resources (money 
or time). Close behind, collecting primary qualitative data is the second favorite methodology 
with 12 articles: Most authors prefer face-to-face interviews to develop a deeper analysis. 
Finally, theoretical approaches are used in eight articles to present and support new 
frameworks or develop new hypotheses. 
 
Distribution across Publication Titles and Time-Based Trend of Publication 
The distribution of articles across peer-reviewed journals is scattered across the business and 
management research streams considering the global scope of our research. There is no clear 
domination of one publication over the others – the one with the highest number of retained 
articles is International Business Review but it accounts for only five articles out of 40. Our 
systematic sample of 40 articles is divided between 28 different journals. This assessment 
shows how the subject is studied from very different angles by different authors with specific 
concerns. As for the time-based trend of publication, the year 2011 alone represents 33.3% of 
all the articles we retrieved. Authors as well as governments start to take the subject of ethnic 
entrepreneurship into consideration because of the economic growth and regeneration of 
economies it leads to (Assudani, 2009; Chand & Ghorbani, 2011). 
 
Scope of Analysis 
When authors tackle the subject of entrepreneurship, they have to decide at what level they 
wish to situate their analyses. Will they focus on individual decisions, organizational culture, 
ethnic community values in general, or external factors such as host government favorable 
measures as a determinant for ethnic entrepreneurial success? In other words, will they view 
it from the individual, organizational, community or country level? The level or scope of 
analysis is a key choice since it will impact the entire orientation of the study. Indeed it 
concerns every step of the process of entrepreneurship from the reasons for launching a 
business to the final performance measure of the venture.  
 
Individual actions are the most analyzed facet of the entrepreneurship process and refer 
mainly to the social, human and economic capital that immigrants will use (Curci & Mackoy, 
2010; Masurel, Nijkmamp, Tastan, & Vindigni, 2002; Siqueira, 2007). Community values 
arrive in second position and the entrepreneurial performance of an entire ethnic group, for 
example African-American (Bogan & Darity, 2008), are discussed. Authors with a focus at 
the organizational level choose to scrutinize the market targeted by ethnic entrepreneurs and 
the general strategy they adopt, either aiming at co-ethnic consumers or opening up to a 
broader, national or dominant, market. Noticeably in our sample, the latter authors 
predominantly analyzed ethnic businesses that remained in ethnic markets and only one 
focused on the opening from ethnic, to dominant markets. 
 

RESULTS AND DISCUSSIONS 

We will now proceed with an analytical examination of the results described above with 
regard to our initial research objective, which was to highlight the determinants of 
performance for ethnic companies in OECD countries. We will take advantage of this 
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discussion to put forward a few observations with regard to dominant traits of literature and 
possible improvements. Our understanding of performance agrees with that of Sahin, 
Nijkamp, and Stough (2011): “In our study, business performance refers to the objective 
criteria: market share, turnover and profitability (e.g., net and gross profit). Besides these 
variables, we also included internal and external success factors, or attributes, such as 
productivity, costs, stability, growth, business culture, reliability, market knowledge, 
employees, quality, price, innovation, products, etc. in order to measure the business 
performance of migrant entrepreneurs.” (Sahin, Nijkamp, & Stough, 2011). In our subsequent 
discussion of which elements affect the global performance of an ethnic company, we will 
resort to the basic segmentation between qualitative and quantitative indicators. Generally, 
quantitative indicators are used for the economic measure of the company’s performance, 
whereas qualitative indicators are favored when it comes to presenting which elements induce 
that performance. Though there are some advantages to using only financial indicators for 
performance studies, they are considered as historical and “backward-looking” (Mohiuddin 
and Su, 2013). Sole reliance on current, financial measures of performance does not arguably 
reflect the importance of current resource decisions for future financial performance (Malina, 
2013). As a result, they are generally incongruent with the strategic goals of the organization 
(Atkinson et al., 1997). We will start with (1) quantitative indicators for the presentation of 
performance measurement – accounting for 25% of the articles. We will then deal with 
qualitative indicators in the following order: (2) social capital determinants, (3) human capital 
determinants and (4) innovation determinants – respectively accounting for 29%, 26% and 
11% of the selected articles. Residual determinants like host environment or economic capital 
represent only 9% of articles and will not be treated here. However, we will discuss the 
surprising absence of (5) axiological determinants, or the impact of the entrepreneur’s moral 
values on the performance of his/her venture.  
 
Performance Measurement 
When it comes to the measurement of performance, the articles we selected provide two 
types of information: the level at which performance is felt and what exactly is measured in 
terms of performance. A quarter of the articles we selected tackle only the impact of 
performance and at which level it is to be measured. For Masurel, Nijkmamp, Tastan, and 
Vindigni (2002), “the collective creation of value is a preferred measure of success.” Indeed, 
56% of selected articles deal with the entire ethnic company’s performance. In contrast, only 
25% refer to the sole performance of the ethnic entrepreneur, such as access to stable 
employment or a higher wage (Constant, 2009; Constant & Shachmurove, 2006). Even fewer 
articles, 13%, consider performance of a whole ethnic group as entrepreneurs (Georgarakos 
& Tatsiramos, 2009; Wang & Li, 2007). Finally, only one article deals with the impact of 
ethnic entrepreneurship on the host society’s performance (Eraydin, Tasan-Kok, & Vranken, 
2010).  
 
Indicators of performance are numerous, but their core is very well described by 
Chrysostome (2010): “Those indicators can be divided into two major categories: survival 
indicators, such as the age of the small business and its profitability, and growth indicators. 
[…] As for the growth indicators, they are evolutionary and refer to the increase of various 
elements such as sales, market share, net profit, and the number of employees. Other growth 
indicators include return on investment, return on sales, return on assets, and return on cash 
flow.” Thus, growth indicators are the preferred measures for ethnic companies performance 
(Altinay & Altinay, 2008; Chaganti, Watts, Chaganti, & Zimmerman-Treichel, 2008; Dalziel, 
2008; Shinnar, Aguilera, & Lyons, 2011), followed by survival indicators (Chrysostome, 
2010; Chrysostome & Lin, 2010; Fertala, 2007; Sahin, Nijkamp, & Stough, 2011). A 
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marginal number of articles focus on social indicators such as the economic growth of the 
host city, the increase of social cohesion, or the improvement of the quality of life thanks to 
ethnic companies (Eraydin, Tasan-Kok, & Vranken, 2010). An even smaller number of 
articles measures performance by referring to elements such as the rate of entrepreneurship in 
his/her ethnic group or the ethnic entrepreneur’s personal satisfaction (Georgarakos & 
Tatsiramos, 2009; Masurel, Nijkmamp, Tastan, & Vindigni, 2002; Wang & Li, 2007). When 
it comes to measuring performance, most indicators are financial, although these are not 
accurate for every situation (Chrysostome & Lin, 2010; Georgarakos & Tatsiramos, 2009). 
Hanna, Ebrahim, & Morino (2011), emphasizing that these indicators “sometimes […] are 
too linear and don't capture the complex, total ecosystem challenges”, put forward the idea 
that non-profit indicators at the ecosystem level should be used for future research, such as 
consideration for stakeholders and relationship building, or learning and capacity building 
inside the organization.  
 
Social Capital Determinants 
Among the usual determinants of performance for ethnic companies (social capital, economic 
capital, human capital and context), social capital is the most salient one (29% of the articles). 
Literature summarizes social capital within a structural model (Eraydin, Tasan-Kok, & 
Vranken, 2010; Kanas, van Tubergen, & van der Lippe, 2009): “[…] the first type of social 
capital is the ‘bonding capital’ that is created via the strong social ties that exist between 
individuals, family members, close friends and members of certain ethnic groups. […] A 
second type of social capital is ‘bridging capital’; the capital that is hidden in the weaker, 
cross-cutting social ties that exist between heterogeneous individuals, such as ‘friends of 
friends’ or neighbors. [...] A third type is ‘linking capital’, which is characterized by 
connections between individuals, established professional and administrative structures, and 
local communities.” Ethnic entrepreneurs use such social capital relationships in order to 
generate resources (human, financial, information) that are not available internally and 
thereby facilitate action to develop their company (Nakhaie, 2009; Ndofor & Priem, 2011; 
Piperopoulos, 2010). Usually, authors use several sub-factors of social capital to determine 
which one will induce performance. They are presented in Graph 1.  
Graph 1: Sub-factors of social capital 
 

 
 
Among the sub-factors of social capital, access to human resources is judged critical. 
Considering that entrepreneurs often don’t have many financial reserves, resorting to family 
or ethnic community is necessary to provide a “vital and reliable source of labor” 
(Piperopoulos, 2010). Especially, the aspect of benefiting from a highly-committed 
workforce which will be underpaid or unpaid is determinant (Chand & Ghorbani, 2011; 
Kanas, van Tubergen, & van der Lippe, 2009; Yang, Colarelli, Han, & Page, 2011). Not 
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surprisingly, the second and third determining elements for ethnic companies are access to 
information and investment capital. Indeed, ethnic ties result in a comparative advantage for 
ethnic entrepreneurs since they will benefit from valuable market and business information 
about opportunities and threats that would otherwise be inaccessible (due to time and 
resource limitations) (Curci & Mackoy, 2010; Marger M. N., 2002; Nakhaie, 2009). 
Similarly, they have easier access to financial capital, with preferred conditions of loan (low 
interest rates or adjustable duration of repayment) (Altinay & Altinay, 2008; Piperopoulos, 
2010; Siqueira, 2007). Finally, being a member of a specific ethnic group can help penetrate 
an ethnic market and successfully target customers from that same community, since both 
entrepreneur and clients will share a common origin, culture, national background or 
migratory experience (Eraydin, Tasan-Kok, & Vranken, 2010; Sahin, Nijkamp, & Stough, 
2011). Upstream the value chain, the situation also helps to gain access to ethnic suppliers, 
with trust more easily given and facilitated commercial agreements (Brenner, Menzies, 
Dionne, & Filion, 2010; Curci & Mackoy, 2010). Very specific help can also be granted, such 
as finding a place to live (Eraydin, Tasan-Kok, & Vranken, 2010) or gathering multiple 
entrepreneurs to start up a company (Fertala, 2007).  
 
Human Capital Determinants 
Human capital applied to ethnic entrepreneurship doesn’t present any different characteristics 
than when applied to national entrepreneurship. Human capital factors that in recent studies 
have been found to affect new venture performance include age, gender, ethnicity, education, 
relevant industry and general management experience”. Traits of human capital can be 
divided into two dimensions, according to the origin of the trait: individually developed or 
culturally related. Yet traits of each dimension impact many traits of the other dimension. For 
instance, cultural background, embodied by the trait “ethnicity”, will indeed influence at least 
personality and skills, as we will describe it. Traits of human capital are presented in Graph 
10 and will be discussed below.  
 
Graph 2: Traits of human capital 

 
 
 
Education is the most common human capital trait found in the literature. It even happens that 
educational attainment versus years of schooling serves as a proxy for human capital (Chiang, 
2004; Ndofor & Priem, 2011). Personality traits have a major impact on the survival and 
performance of the company, a result which is not surprising when it comes to 
entrepreneurship. The most explored personality traits are need for achievement, propensity 

0

2

4

6

8

10

Nb of articles



Ethnic entrepreneurship in OECD countries: A systematic review of  
performance determinants of ethnic ventures 

Page 176 of Volume 2 
 

for risk-taking, tolerance of ambiguity, locus of control, Autonomy or independence, egoist 
passion and tenacity and passion (Dalziel, 2008; Sahin, Nijkamp, & Stough, 2011; Siqueira, 
2007; Mohiuddin et al., 2013). When such neighborhoods represent their co-ethnic market 
(which are largely ignored by mass retailing businesses) (Piperopoulos, 2010).  
 
Ethnicity will greatly influence the success of the firm, considering that it will shape special 
skills, personal motivations, values, attitudes, aspirations for achievement, and heritage of the 
immigrants (Piperopoulos, 2010). Knowledge of the host country language is also positively 
correlated to the success of the company, as well as previous work experience, such as basic 
business practices, or industry and management experience (Curci & Mackoy, 2010; Sahin, 
Nijkamp, & Stough, 2011).  
 
Innovation Determinants 
Innovation, along with creativity, is the last important determinant that can lead to 
performance, though it has not been studied as thoroughly as the previous ones. However, 
innovation is at the core of entrepreneurship, and it resides in every stage of the company’s 
life, from its creation to its strategic development. Innovations scrutinized by researchers are 
found at three different levels; innovative processes, innovative orientation, innovative 
products. The consequences of the three forms of innovation will be felt at different levels: 
the whole line of business, the host society, or the company itself. Innovative immigrant 
enterprises will also have an impact on the host society. Namely, they will contribute to the 
competitiveness of the national economy and to better social integration of immigrants 
(Ensign & Robinson, 2011; Liu, et al., 2011; Smallbone, Kitching, & Athayde, 2010). 
Finally, innovations can sometimes be felt only inside the company, for instance when 
introducing new strategic practices such as marketing processes (Jamal, 2005). 
 
Axiological Determinants 
There is a fifth category of determinants although it is not dealt with in the literature we have 
studied: axiological determinants. These determinants consist in the moral values that an 
entrepreneur has acquired through his/her education and his/her life experience. Of course 
they are related to cultural values and are directly about what is good and what is bad. They 
are, for instance, integrity, honesty, courage or respect.  
 
The only articles that deal with the impact of axiological determinants on entrepreneurship 
are those concerned with entrepreneurship in general (usually to the exclusion of its ethnic 
variant) and with social entrepreneurship. Social entrepreneurs are entrepreneurs with social 
objective (Martin & Osberg, 2007) and social entrepreneurship can be defined as the 
entrepreneurial venture with an embedded social purpose (Austin et al., 2006).  In particular, 
it would be interesting to understand more precisely how the value of loyalty between 
members of an ethnic group comes into play to reinforce access to economic and social 
capital. Another interesting research question could link the values of sharing or perseverance 
to the type of business enterprises favored in a given ethnic community.  
 

CONCLUSION AND FUTURE RESEARCH AVENUES 

The precise research objective of this systematic review was to shed light on the current state 
of the literature on the performance determinants of ethnic companies in OECD countries. 
We focused on a 10-year period (from the beginning of 2002 to the end of 2011) and 
gathered a total of 40 articles linked to that very subject which, after analysis, enabled us to 
highlight both strengths and research gaps on ethnic entrepreneurship and their performance 
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study. As ethnic entrepreneurship has become a subject of growing interest over this past 
decade, it was necessary to take time to draw a picture of the research led. So far, none has 
been conducted specifically on performance determinants of ethnic companies. Of course, we 
found reviews about international entrepreneurship at large (Jones, Coviello, & Tang, 2011), 
or in emerging countries (Kiss, Danis, & Cavusgil, 2012), and even on specific areas such as 
entrepreneurship in hospitality and tourism industries (Li, 2008). Thanks to this systematic 
review, we were able to establish the following strengths and lackings of present research 
trends:  
 
 One of the most important areas for improvement regards performance indicators 
which are dominated by financial or economic indicators. Authors should also take into 
consideration qualitative factors to describe the effects of ethnic enterprises, such as their 
societal impacts or the influence of cultural values on performance.  
 As regards research methodology, researchers often make use of secondary 
quantitative data in order to put forward hypotheses and conclusions that they do not validate 
themselves in a different context. We recommend they test their models either on other ethnic 
communities in the same country or on the same community in another country.  
 As for determinants of performance such as social capital or innovation, we found that 
authors emphasize the cultural influence of his/her ethnic group on the immigrant’s way of 
thinking. Yet they fail to explain clearly which of his/her entrepreneurial decisions it will 
affect. Therefore further investigation is needed. 
 The growing interest for axiological determinants stemming from the field of business 
ethics and already showing in the field of social entrepreneurship is not actualized in studies 
of for-profit ethnic entrepreneurship. Moral values such as loyalty, integrity, sharing or 
solidarity need to be explored as direct or indirect determinants of performance of ethnic 
enterprises.  
 Another pitfall of the literature regards hypotheses and frameworks of ethnic 
entrepreneurship. They are generally well supported by ground information from concerned 
ethnic groups. However, models are narrowed only to those specific groups and are not tested 
on others that could fit in as well. Hence, trans-ethnic validation could be relevant as a next 
level of analysis.  
 It is limiting that the growing interest of literature about ethnic entrepreneurship is 
only due to its economic impact on the Gross Domestic Product (GDP) of the host society. 
Few studies consider the societal impact of such ventures between immigrants and nationals 
and how such interactions transform the host society. Future research should take an interest 
in measuring such impact in order for governments to get a holistic picture of those 
enterprises.  
 We may consider as well that the level of analysis is somehow narrowed. Indeed, it 
has so far been mainly focused on individual actions, those of the entrepreneur – owing to the 
fact that authors choose small and medium enterprises, which are really linked to the 
decisions of the owner. However, authors should try to target bigger ethnic businesses to 
determine what strategic orientations follow from such organizational culture.  
 Lastly, considering that ethnic entrepreneurs seem to prefer ethnic markets, it could be 
really worthwhile for future research to consider the conditions of success or willingness to 
go from an enclave market to the dominant one. 
 
The authors have mainly concentrated their analyses on ethnic entrepreneurs themselves, 
their culture and their environment, resulting in a strong literature surrounding those aspects. 
They should now become more interested in adopting a holistic approach to consider the 
consequences of ethnic entrepreneurship on host societies. Because some authors have 
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already started to study it (Ensign & Robinson, 2011; Liu, et al., 2011; Smallbone, Kitching, 
& Athayde, 2010), we know that ethnic companies can have a positive influence on social 
integration of immigrants as well as on the host society’s economic performance. However, 
very few indicators have yet been created to describe these consequences, especially when it 
comes to social integration, which requires more than quantitative measures. To conclude, we 
have to emphasize again the importance of ethnic entrepreneurship for OECD countries and 
the lack of knowledge on some aspects of it (innovation, host environment or economic 
capital). It is a vital topic nowadays, especially with the aging of the labor force in developed 
countries, the rise of international migrations and the resulting global challenge of the “war 
for talents”.  
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Abstract 

Each year, thousands of students leave their native countries to study abroad. The decision to 
study abroad can result in mental, emotional and financial challenges.  The purpose of this 
paper is to explore the various factors affecting the satisfaction of international student’s vis-
à-vis their global adaptation in a Canadian university. Based on previous works, a first 
questionnaire was made and distributed to a test group comprised of sixty students from 
Laval University. An exploratory factor analysis was conducted. Six groups of factors and a 
total of 31 sub-items resulted. These items were used to produce a questionnaire which can 
potentially be used for future works.  
 

Introduction 
 

Higher education has been experiencing a boom since the last decades due to the increasing 
number of international students in the world. In 2008, there were more than 3.3 million 
international students worldwide (OECD, 2010; Smith & Khawaja, 2011). This number will 
reach 8 million by 2025 (Altbach, 2004). In Canada, the population of international students 
grew from approximately 25,600 in 1996 to more than 70,000 ten years later (Association of 
Universities and College of Canada, 2007). Internationalization allows universities to 
embrace the world through the intensification of exchange programs, the strengthening of 
collaborations between universities and the intensification of international student 
recruitment. These efforts promote competition between universities to attract international 
students. In addition, international students help host universities achieve visibility, name 
recognition, diversity and prestige. International students are also an asset to the host 
countries’ economies. According to the Canadian Ministry of International Trade (2009), 
international students contributed more than 6.5 billion dollars to the economies of their host 
economies in 2008.  International education has resulted in the creation of approximately 
83,000 Canadian jobs.  Alongside being financial assets, international students enrich their 
host countries’ intellectual and cultural environments (Zhang & Goodson, 2011; Smith & 
Khawaja, 2011).  However, the stay of international students is mutually beneficial. In fact, 
the internationalization of higher education results in an opportunity for international students 
to receive a quality education with new travel and cultural experienced.  
 
The idea of life in a new country is a source of excitement, the beginning of a new adventure.  
However, it is also a source of anxiety and apprehension for most international students. 
These students are exposed to similar problems to those experienced by domestic students.   
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Nonetheless, they must also face problems of culture shock, adjustment and integration in a 
society different from their own (Smith & Khawaja, 2011; Ying, 2005; Church, 1982). 
Several studies have been conducted on the satisfaction and the adaptation of international 
students living in the United States, Australia, Britain and Canada. Most international 
students are natives of India, China, South Korea and Japan (Ying, 2005). Consequently, 
many studies have focused on Asian students. International students from other countries, 
especially Africa, have attracted little interest from researchers while the number of these 
students is increasing each year. According to a study conducted by UNESCO in 2006, 
African students are some of the most mobile and are the driving force behind the 
internationalization of higher education. Hence, this research contributes to the understanding 
of the experiences of African students living abroad. It aims to examine the adjustment need 
of these students and identify the main factors affecting their satisfaction.  It also suggests 
ways for higher education institutions to better serve international students in their effort to 
integrate into their new environment.  
The rest of the paper is organized as follows. The first section includes a review of the factors 
that influence international students’ adjustment in their host countries. The second section 
consists of a discussion of tools used to measure satisfaction of students participating in 
international education programs. This is followed by presentation of the research 
methodology. Finally, the results and the contributions of this research are discussed. 
 

Literature Review 

Adjustment is defined as the relatively stable changes that take place in an individual or 
group in response to external demands Berry (2006). Ward (1996) and Searle and Ward 
(1990) make a distinction between two types of adjustments: psychological and socio-cultural 
adjustment. Psychological adjustment concerns affective response while socio-cultural 
adjustment is based on behavioral response related to how effectively an individual links in to 
the new society (Ward, Bochner, & Furnham, 2001). However, recent work has suggested 
taking into consideration academic adjustment in conceptualizing international students’ 
adjustment (DeLuca, 2005; Thavamalar & Parvinder, 2010).  
 
Factors of psychological adjustment 
Psychological adjustment is defined as the psychological well-being, or the satisfaction of 
international students in their host environments (Berry, 2005). Adjustment can cause stress 
and other psychological problems such as isolation, loneliness, and depression (Wang & 
Brent, 2006; Fritz, Chin, & DeMarinis, 2008; Misra & Castillo, 2004; Serin, Serin & Özbas, 
2010; Wei, Heppner, Mallen, Ku, Liao, & Wu, 2007; Ying, 2005). According to 
Hendrickson, Rosen and Aune (2010), the presence of these psychological disorders have 
been observed with greater recurrence and severity among international students. Due to the 
brevity of their stay and the need to succeed in the academic system of their host countries, 
some international students experience anxiety (Misra & Castillo, 2004). According to 
Church (1982) and Luzio-Lockett (1998), stress is more severe among international students 
because of cultural shock and various socio-cultural factors experienced by these students. 
Stress can increase or decrease depending on the quality of the international students’ 
adjustment. It becomes a problem only when it becomes too high or chronic. High levels of 
stress can lead to depression, anxiety, and isolation. In a study on African students living in 
the United States, Pruitt (1978) found that depression and homesickness were major issues 
for students studying abroad. Pruitt (1978) also noted that these students tend to stay in 
contact with their families at home and avoid extracurricular activities in their host countries, 
causing social isolation, a predictor of psychological well-being. Constantine, Anderson, 
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Berkel, Caldwell and Utsey (2005) noticed that not only international students encounter 
problems with psychological adjustment, but they often refuse counseling services and 
instead rely on informal networks such as family and friends to cope with their psychological 
problems. This could, further complicate these adjustment to academic and social life in the 
host country. Ward and Searle (2002) conducted a survey of 105 international students from 
Malaysia and Singapore living in New Zealand. They assessed exchange students’ 
psychological well-being based on variables such as extraversion, cultural distance, length of 
stay, anticipated difficulties and depression. Ward and Seale (2002) found that depression and 
cultural distance are inhibiting factors of psychological well-being and satisfaction among 
international students. Serin, Serin and Özbas (2010) also reported a relationship between 
student satisfaction and psychological well-being. They have shown that depression and 
anxiety are important predictors of life satisfaction of international students studying abroad. 
 
Factors of socio-cultural adjustment 
In addition to psychological problems, international students also face several problems 
related to their socio-cultural adjustment. Despite being studies for many years, socio-cultural 
adjustment is still not a definitively described concept (Townsend & Wan, 2007). In this 
research, it refers to international students understanding of the culture, norms and local 
values  of the host country. This does not mean that these students have to accept these norms 
and values. However, they must be aware and be prepared to manage them effectively 
(Sumer, 2009). Socio-cultural factors that have attracted the most attention from researchers 
as predictors of socio-cultural adjustment of international students include mastering the local 
language, cultural similarity, social support, financial security, social interaction and the 
ability to establish friendships with people of the host country (Khatiwada, 2010; Li & 
Gasser, 2005; Myles & Cheng, 2003; Ward & Kennedy, 1999). 
 
Language barrier is recognized as the most significant problem of most international students 
(Smith & Khawaja, 2011; Mori, 2000). The difficulty to be fluent in the host language affects 
international students both in academic and socio-cultural domains (Chen, 1999). In the 
academic domain, many authors noticed that the students’ inadequate language skills often 
impact on  their ability to understand lecturers, to take note, to complete oral and writing 
assignments and examination, and to ask questions in class ( Zhan & Brunton, 2007; Mori, 
2000; Chen, 1999).   
 
Language skills are crucial not only for academic performance, but also for cultural 
adjustment (Cigularova, 2005). International students, often, have to establish a new social 
network after leaving their friends and family back home. Studies suggest that the discomfort 
in speaking the host country’s language impedes communication and rapport building with 
locals (Khatiwada, 2010; Mensah, 1998; Barratt & Huba, 1994; Kagan & Cohen, 1990). This 
may discourage international students to attempt to make friends and establish relationship 
with groups from the host culture. For instance, Barratt and Huba (1994) as well as Poyrazli, 
Arbona, Nora, McPherson, and Pisecco (2002) demonstrated that English competency of 
international students is positively associated with their ability to relate to locals. Similarly, 
Wang and Brent (2006) found that English competency is negatively associated with social 
difficulties encountered by international students. Wang and Brent (2006) indicated that 
English proficiency is a significant predictor of socio-cultural adaptation of Chinese 
international students living in the United States. Otsu (2008) reported that Asian and African 
students are the most affected by the problem of the host country languages proficiency, 
which is often English, because of a lack of practice at home.  
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Financial difficulties are another socio-cultural adjustment problem encountered by 
international students (Khatiwada, 2010). Contrary to the widespread perception that 
international students are rich, financial difficulties are among the major concerns of these 
students (Bradley, 2000; Mori, 2000; Church, 1982).  In general, the cost of education in host 
countries is, on average, higher for international students compared to national or resident 
students. In addition, in most countries, immigration laws govern international students’ 
employment and course enrollment. Full-time enrollment is often required for students who 
wish to enter a country on student visas.  Most international students are part-time employees 
who work on-campus.  In addition, immigration regulations strictly limit their opportunities 
for scholarships and financial aids available to host country students. Khatiwada (2010) and 
Sam (2001) explained that financial difficulties have a major influence on the adjustment the 
satisfaction of international students. 
 
Socio-cultural adjustment of international students is also influenced by the perceived 
cultural differences and similarities between the country of origin and the host country (Ward 
& Masgoret, 2006). The greater the cultural distance between the home and the host country, 
the more difficult is the adjustment for international students. Studies have examined the 
cultural dimensions of collectivism and individualism in order to see if they have an impact 
on the adaptation and satisfaction of international students (Pedersen, 1991). In Western 
countries, the main destinations for international students, individualistic values such as 
competition, independence and individualism are  promoted (Hofstede, 1980). In contrast, the 
majority of international students come from collectivist cultures such as Africa, Latin 
America, and Asia where cooperation, mutual support, and interpersonal relationships are key 
values (Constantine, Anderson, Berkel, Caldwell & Utsey, 2005). Yeh and Inose (2003) 
reported that European students show less acculturative stress than the one from Asia, Central 
and South America, and Africa. Similarly, Khatiwada (2010) and Sam (2001) found that 
students from collectivist countries reported low levels of adaptation and satisfaction 
compared to those from individualistic cultures. These students are particularly at risk when 
living away from their family since collectivist culture often consists of close-knit families 
(Lee, Koeske, & Sales, 2004).  Apart from problems of language proficiency, Smith and 
Khawaja (2011) stated that the difficulty that international students have in establishing local 
friendships may be explained by a cultural discrepancy. International students from 
collectivist cultures may desire to maintain their socio-cultural behaviors and value. It may 
result from this attitude, a disinterest of domestic students in initiating friendships with these 
international students (Zhang & Brunton, 2007). 
 
Studies have shown that social interaction and the ability to establish friendships with locals 
is a major predictor of socio-cultural adjustment of international students (Church, 1982; Li 
& Gasser, 2005; Westwood & Baker, 1990).  Maintaining relationships and social ties with 
people of the host country allows international students to better understand the local culture, 
to build local support networks, to improve their communication and social skills needed to 
adapt in a new environment. For instance, Westwood and Baker (1990) found international 
students at an Australian University are more satisfied and perform better if they are paired 
with local students at the beginning of their stays. Ward and Searle (1991), as well as Ward 
and Kennedy (1994) also found a positive correlation between the adjustment of international 
students and the degree of social interaction with people of the host countries. As more 
international students maintain social contacts with people of the host society, their 
satisfaction increases (Hendrickson, Rosen, & Aune, 2010). However, for a satisfactory 
adjustment, international students must have an interest in maintaining social ties and 
friendships with not only the locals, but also with other students from their home country as 
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well as from other various countries (Klomegah, 2006). Mori (2000) indicated that 
establishing a supportive network with fellow nationals is important to international students’ 
well-being. 
 
Factors of academic adjustment  
During their stay, many international students encounter difficulties adjusting to academic 
life in their host countries. Wan, Chapman and Biggs (1992) shown that international 
students find their academic experience difficult and stressful. The educational system of the 
host country is seldom well known by international students (Sounan, 1998). Therefore, these 
students experience difficulties with course expectations, class discussions, presentations and 
interaction with classmates or their professors. As mentioned earlier, language barriers appear 
to be an obstacle to international students’ adjustment and academic success. In fact, most of 
international students need more time and effort to understand the material. In addition, very 
often, their inadequate vocabulary prevents them from articulating their knowledge for oral 
and written assignments, and exams (Lin & Yi, 1997). Thus, international students who speak 
the host country’s language fluently are more likely to interact with faculty and other 
students, perform academically, and are overall more satisfied in their first year of life abroad 
(Mori, 2000; Stoynoff, 1997; Lin & Yi, 1997). 
 
Differences in academic cultures may also affect international students’ academic adjustment. 
Indeed, these students find themselves in an academic system with a teaching style and 
academic standards that require different expectations of what they experienced in their home 
countries. For example, international students who come from Africa, Asia and the Middle 
East, in general, have an academic culture in which they are taught to remain quiet in class 
and take notes provided by their instructors. In this academic culture, instructors are seen as 
authority figures, respected by the students who avoid challenging their ideas and opinions. 
The Socratic Method is used; classes are focused on an instructor who serves as the source of 
knowledge for students. The students speak only when the professor calls on them (Alazzi & 
Chiodo, 2006; Chen, 1999; Khatiwada, 2010; Wang & Mallinckrodt, 2006). Western high 
education systems place an importance on critical thinking, participation in class discussions 
(Aubrey, 1991). In addition, students are expected to challenge the ideas and opinions of 
others.  For most international students, participation in class discussions is a completely new 
phenomenon, which often makes them apprehensive (Mensah, 1998). Unlike North American 
students, international students from most African and Asian countries are not accustomed to 
making decisions on the choice of their courses.  Their programs are very structured with 
specific set of courses whose sequence is determined by faculty or administrators 
(Khatiwada, 2010; Shana’a, 1979).  
 
In addition to differences in the learning approaches, international students may also 
encounter a mismatch regarding their academic performance as well as the quality and 
efficiency of services provided by the host educational institutions (Smith & Khawaja, 2011). 
International students, often, set a high standard to themselves or may be pressured by their 
family and sponsors to achieve a high level of academic performance (Mori, 2000; Chen, 
1999). On the other hand, studies show that international students, in their first year of life 
abroad, may have low perception of the quality of the services provided by the host 
educational institutions (Smith & Khawaja, 2011; Khawaja and Dempsey, 2008). In short, the 
expectations of international students are not always aligned with the reality they encounter 
in the host environment. Smith and Khawaja (2011) indicated that international students 
unmet education expectations is a possible source of poor adaptation. 
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Measures of student satisfaction 

Students’ satisfaction becomes one of the major goals of universities (Arambewela & Hall, 
2009). There is a widespread belief nowadays that students should be seen as customers. 
Thomas (2011) stated that even though one might hesitate to call students “customers”, the 
fact is that without students, there would be no need for educational institutions. In the case 
of internationalization of higher education, students who express satisfaction with their 
academic and social life in the community have probably succeeded in overcoming the stress 
associated with their adaptation in the host country (Perrucci & Hu, 1995). Hence, 
understanding international students’ satisfaction will help universities to devise strategies 
that may ease their global adaptation.   
 
Olivier (1997) defined satisfaction as the perception of pleasurable fulfillment of the service. 
Consistent with parasuraman, Zeithaml, and Berry (1986), Elliot and Healy (2001) indicated 
that student satisfaction results when actual performance meets or exceeds the student’ 
expectations. As several factors affect student satisfaction (Thoma, 2011), there is no single 
model for measuring it. Most studies are based on specific models and instruments developed 
by the authors themselves according to the objectives of their research. Some higher 
education institutions prefer to use their own instruments so they have the ability to formulate 
questions based on their missions, the curriculum and their students (Butt & Rehman, 2010). 
There are, however, some popular validated tools used to measure student satisfaction in a 
variety of contexts. ServQual relies on a framework of analysis of five dimensions namely (1) 
tangibles (appearance of physical elements); (2) empathy (good communication, 
understanding the customer); (3) responsiveness (speed, quickness, kindness); (4) assurance 
(competence, courtesy, credibility) and (5) ratability (reliable performance and accuracy). 
According to this model, there is satisfaction when perceived performance is greater than or 
equal to the expectations of students. Dissatisfaction occurs when there is a negative gap 
between performance and expectations (Parasuraman, Zeithaml & Berry, 1985; 1988). 
ServQual was initially developed for the service sector (hotels, hospitals, airlines, etc.). 
However, many researchers claim that it is applicable in the field of higher education (Butt & 
Rehman, 2010). 
 
Other widely used tools include the Student Opinion Survey (SOS), developed by American 
College Testing (ACT), and the Student Satisfaction Inventory (SSI) developed by the Noel-
Levitz consulting firm. These tools are designed to assess student satisfaction with respect to 
major programs offered, support services, and many other aspects of their overall university 
experiences. The SOS measures student satisfaction using the following factors: academic 
programs and services, education, admissions, university policies and procedures, facilities, 
and the general campus environment.  SSI measures dimensions that include: academic 
council effectiveness, admission and financial aid efficiency, safety, university life, and the 
availability of campus support services (Butt & Rehman, 2010). 
 
Pace (1979) developed the College Student Experience Questionnaire (CSEQ) to measure 
satisfaction and levels of commitment of international students.  The questionnaire included 
169 questions divided into three categories: academic experience, the campus environment, 
and student relationships with faculty (Pace, 1979).  
 
Diener, Emmons, Larsen and Griffin (1985) developed the Satisfaction with Life Scale. It 
includes five items measuring the satisfaction a person can maintain vis-à-vis his life. The 
respondents indicate their level of agreement or disagreement on a Likert scale of one to five 
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points. Each number represents various degrees of difficulty, with one representing least 
difficult while five represents most difficult. The Satisfaction with Life Scale is widely used 
in studies of international students; however, it can be used for other non-students as well. 
 

Methodology 

A sample of convenience was used in this study.  The initial population is made up of 
undergraduate and graduate international students majoring in business at Laval University.  
However, the validity of the use of undergraduate student participants has been questioned by 
many authors (Sear, 1986; Wintre, North, & Sugar, 2001) because of reliability and maturity 
issues. Bello, Leung, Radebaugh, Tung and Witteloostuijn (2009), also, have advised to avoid 
using undergraduate student sample. Taking into account concerns inherent to undergraduate 
student sample, only the data collected from 66 graduate students were considered for this 
study. Men made up 56% or a majority of the population.  The remaining 44% identified 
themselves as female. The average age of respondents was 28.  At the time of the survey, the 
average length of stay for international students was 31 months. All respondents were from 
Sub-Saharan Africa and the Maghreb.  
 
The questionnaire consisted of 67 questions relating to international students’ satisfaction and 
adjustment. These questions were grouped in six themes:  
- The academic experience was measured by 29 items from the College Student 
Experiences Questionnaire (CSEQ) (Otsu, 2008; Pace, 1979). Students were asked to indicate 
on a scale of 1 to 5 the frequency with which they perform actions such as contributing to 
class discussions, do reading assignments, work on a research project with a professor, etc. 
- Sociocultural adaptation was measured by 15 items from the scale of socio-cultural 
adaptation of Ward, Okura, Kennedy and Kojima (1998). Students were asked to report the 
difficulty they face, for example, to make new friends, socialize with the locals, and 
understand local values, etc. by using a 5-point scale.     
- Psychological adjustment was measured by 12 items from the Self-Rating Depression 
Scale (ZSDS) of Zung (1965), and Ward, Okura, Kennedy and Kojima (1998). On a 5-point 
scale, students were asked to choose the frequency with which they feel psychological 
problems such as stress, insomnia, poor appetite, fatigue, depression. The ZSDS has been 
used extensively in cross-cultural research and has consistently proven to be reliable in 
multinational sojourner studies (Ward & Rana-Deuba, 1999). 
- Academic satisfaction was measured by five items in which international students 
were asked to indicate their level of agreement or disagreement on a 5-point scale.  Examples 
of the questions include "I am satisfied with my academic experience" and "I am satisfied 
with my academic results". 
- Life satisfaction was measured by five items on a 5-point scale developed by Diener 
et al. (1985). Students were asked to indicate their level of agreement or disagreement with 
respect to items such as “I am satisfied with my life” and “if I could start my life, I would 
change almost nothing.” 
- Academic results were measured by the students’ academic average. Students were 
asked to indicate their academic average in the form of A, B, C and D. Many authors 
recommended the use of the academic average as an indicator of students’ satisfaction 
(Letcher & Neves, 2010; Otsu, 2008).  
 
Validity 
Two methods were used to test the validity of the sample. Firstly, a convergent validity was 
observed in reference to the average variance. The average variance extracted from each 
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factor is greater than 0.5 (Fornell & Larcker, 1981). Secondly, discriminant validity was used 
to determine that the factors were distinct from each other. The values of the average variance 
should be higher than the square of the correlations between factors (Fornell & Larcker, 
1981). In this study, average variances of the six factors were higher than the squared 
correlations between the respective factors, demonstrating the validity of the instrument. 
 
Reliability 
A test of internal consistency of the factors was also conducted.  Cronbach’s alpha was used 
to measure the reliability of each factor. This value should be greater than or equal to 0.6 
(Leedy, 1989; Nunnally, 1967). In this study, all six factors showed an alpha greater than 0.6. 
Thus, it can be argued that internal consistency is satisfactory.  
 

Results 

Exploratory factor analysis was used to analyze the data because it can be used to identify 
factors that have a significant impact on the satisfaction of international students. As shown 
in Table 1, nearly 80% of the total variance is explained by 20 potential factors. Only factors 
with a loading higher than 0.4, and whose values were not displayed in the column of another 
factor, were retained. As a result, six of the twenty potential factors were considered. The 
table 2 shows the average score and standard deviation of each of the six factors that were 
retained. 
 
===================== 
Table 1 goes about here  
===================== 
 
===================== 
Table 2 goes about here  
===================== 
 
Table 3 shows the items of psychological adjustment of surveyed students. The Cronbach’s 
alpha is 0.870. All seven items have almost equal importance because the Cronbach’s alpha 
did not change significantly with the removal of one of these items.  
===================== 
Table 3 goes about here  
===================== 
 
Table 4 shows the items of socio-cultural adaptation of surveyed students.  Cronbach’s alpha 
is 0.854. Therefore, African students face difficulties in adjusting to life in their host country. 
This includes the difficulty of understanding the subtleties of the host culture, language, 
building a network of friends in the host country. The most important item is the 
understanding of cultural differences, because its removal decreased the Cronbach’s alpha 
from 0.854 to 0.766. 
===================== 
Table 4 goes about here  
===================== 
 
Table 5 contains three items of academic satisfaction of international students with 
Cronbach’s alpha of 0.789. The most important item is the students’ overall academic 
experience. Its removal lowers the Cronbach’s alpha of 0.789 to 0.667.  
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===================== 
Table 5 goes about here  
===================== 
 
As shown in Table 6, the academic adjustment is consists of eight items. Cronbach’s alpha is 
0.868. This factor shows how international students are engaged in their academic lives and 
the degree of their involvement and interaction with fellow students and instructors. Each of 
the eight items that make up this factor are of equal importance.  Thus, Cronbach’s alpha 
remains identical with the removal of one of these items. 
===================== 
Table 6 goes about here  
===================== 
 
Table 7 shows five items that reflect students’ level of satisfaction with life in their host 
country. The Cronbach’s alpha is 0.864. The most important item is the first factor, “the 
conditions of my life are excellent”, because its removal decreased the Cronbach’s alpha 
from 0.864 to 0.805. 
===================== 
Table 7 goes about here  
===================== 
 
The last factor is the academic participation of international students in their host universities. 
It indicates the level of participation or effort made by these students in their academic lives. 
Participation consists of four items and is shown in Table 8. The Cronbach’s alpha is 0.667.  
The first item in the table is the most important. Its removal significantly decreases the 
Cronbach's alpha. 
===================== 
Table 8 goes about here  
===================== 
 
The sixth question of the questionnaire concerns the respondents’ academic results. Table 9 
shows the distribution of respondents according to their academic results. More than 90% of 
survey students obtained at least a B. Thus, it can be stated that the majority of the 
respondents succeeded academically. 
===================== 
Table 9 goes about here  
===================== 
 
Multiple regression analysis was used to gain an understanding of the factors that influence 
and predict greater international student satisfaction. Academic satisfaction was used as the 
dependent variable. Sociocultural adaptation, academic adjustment, psychological 
adjustment, academic participation and life satisfaction serve as independent variables and 
are shown in Table 10.  Each of these variables, in different degrees, has an impact on the 
respondents academic satisfaction (R = .612, R2 = .375, P <.001). These variables, when 
taken together, explain nearly 38% of the total variance. 
===================== 
Table 10 goes about here  
===================== 
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According to Table 10, academic adjustment, academic participation and life satisfaction 
contribute positively to student satisfaction. Socio-cultural adaptation and psychological 
adjustment on the other hand contribute negatively to the dependent variable. The variables 
“life satisfaction” and “academic adjustment” predict most of the students’ academic 
satisfaction, because the values of P (respectively .005 and .008) are the lowest in the model, 
and therefore more significant. The variables “academic participation” and “sociocultural 
adaptation” have an acceptable level of significance with a P <.10 (respectively .024 and 
.091). Psychological adjustment is the only predictor that has a marginal significance level 
with P >.10 (.125). 
 

Discussion  

The current study sought to examine the satisfaction of international students, the main 
factors affecting it and the challenges these students face during their stays. Contrary to Sam 
(2001) who reported low life satisfaction of African international students, the analysis of the 
results indicated that the vast majority of students had a pretty good life satisfaction with an 
average score of 3.42. This score is above the midpoint of the scale is 3. According to Sam 
(2001), average scores below 2.5 and above 3.5 are respectively the thresholds for indicators 
of poor and good life satisfaction. These findings are consistent Church (1982) who 
concluded in his review that despite difficult periods during their stay in the host country, the 
majority of international students adapt very well and are satisfied with their lives. 
Approximately 13% and 41% respectively of students participating in this study may have 
poor levels of satisfaction or good levels of life satisfaction. 
 
Students participating in this study showed that they are generally satisfied with their 
decision to study abroad. In a similar study of international student satisfaction, Otsu (2008) 
found similar results in of students’ academic satisfaction with an average score of 3.1.  
International students at the University of Laval demonstrated greater levels of satisfaction 
with an average score of 3.42. 
 
In general, participants indicated they were satisfied with their academic results. The students 
did not report any major problems in their academic adjustment. Most students indicated that 
they participate in academic life at their university. The results showed that international 
students contribute to class discussions, conduct research and interact with other students and 
faculty members on a regular basis. The language proficiency, in contradiction to previous 
studies, does not seem to constitute a handicap for the students interviewed. It is possible that 
due to the fact that the majority of these students are already fluent in French before their 
arrival at the university, they possess the ability to understand the material and interact with 
other students and instructors. Indeed, Quebec is the only French-speaking province in 
Canada. All the students surveyed are from formal French colonies where French is the 
academic and business language. Furthermore, most of the students interviewed lived in 
university residence halls. On campus living has many advantages (Rinn, 2004; Turley & 
Wodtke, 2010). It is an important environmental factor associated with increased students’ 
development and adjustment. Living on campus in residence hall maximizes opportunities for 
students to become involved in social and extracurricular activities and to interact with other 
international students. It is reasonable to assume that the multiple and diverse opportunities to 
meet new people from different cultures and engage in nonacademic activities increase 
international students’ self-confident and overcome the adjustment stress related to language 
difficulties, mainly, to their accent.  
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The results, also, indicated that the respondents showed little difficulties regarding their 
sociocultural adjustment. In addition, they face psychological problems, but only 
occasionally during their studies. Consistent with previous works (Ward, & Kenedy, 1993; 
Kagan, & Cohen, 1990), the results showed that establishing friendship with local, interacting 
with their peers and with faculty members and understanding the local culture are important 
to the students surveyed. As stated earlier, financial difficulties have received much attention 
in the literature as a source of sociocultural stress of international students (Khatiwada, 2010; 
Sam, 2001; Marville, 1981). Contrary to these works, the financial difficulties did not come 
out as significant factor for the participants. This could be explained by the Canadians strict 
immigration laws which allow only international students who demonstrate their capacity to 
pay for their studies and to satisfy their basic needs. Thus, we can assume that the majority of 
international students in Canada are recipient of a scholarship or come from a wealthy family.  
 
The results of multiple regression analysis were used to identify factors that predict more 
student satisfaction. Students with sociocultural and psychological problems tend to have less 
academic satisfaction. In contrast, those who adapt socially are satisfied with their academic 
and personal life satisfaction. 
 

Conclusion and implications 

The purpose of this exploratory research was to determine satisfaction among African 
international students vis-à-vis their adjustment to their host country as well as factors that 
predict their perceptions. Based on the previous works and the results of an exploratory factor 
analysis, 31 major variables were identified and grouped into six factors. The results 
indicated that students reported high level of academic and life satisfaction. However, they 
scored lower on sociocultural, psychological and academic adjustment factors. Multiple 
regression analysis determined that the most important predictors of the students’ academic 
satisfaction were their academic adjustment and life satisfaction. 
 
The results of this study could be useful for various universities in Quebec and Canada which 
wish to attract international students. Investigations of satisfaction levels among African 
students gives university officials a clear idea of how their students perceive various 
programs and services available to them. This could become a basis for creating or improving 
existing student services programs. 
 
This study has some limitations that should be highlighted, particularly with regard to the 
methodology used in this study. Since the sample is one of convenience, the findings may not 
accurately represent all the characteristics of the parent population. In addition, the sample is 
not representative given its small size relative to the population studied. Precautions 
regarding the generalization of results are required. In addition, the data was collected 
through a questionnaire, so it is possible that some issues have been interpreted differently 
according to the respondents. Future studies could include a semi-structured interviews to 
avoid the problem of interpretation of questions and get answers more explicit and clarified. 
 
Finally, cross-sectional analysis could serve as a limitation. Participants were surveyed at a 
specific time of their stay, which often lasts between two and five years. It may be difficult to 
verify the causal relationships in this type of study. Future studies on the subject could use 
longitudinal analysis to examine temporal fluctuations in the adjustment and satisfaction of 
African students who study abroad. 
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Table 1: Total variance of international student satisfaction  
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Component Initial Eigenvalues 

Extraction Sums of Squared 
Loadings

Rotation Sums of Squared 
Loadings 

  Total 
% of 
Variance 

Cumulative 
% Total 

% of 
Variance

Cumulative  
% Total 

% of 
Variance 

Cumulative 
% 

1 11,473 17,384 17,384 11,473 17,384 17,384 5,555 8,416 8,416
2 6,249 9,469 26,853 6,249 9,469 26,853 4,881 7,396 15,812
3 4,208 6,375 33,228 4,208 6,375 33,228 4,171 6,320 22,133 
4 3,537 5,358 38,587 3,537 5,358 38,587 3,835 5,811 27,944
5 3,376 5,116 43,702 3,376 5,116 43,702 3,383 5,126 33,070
6 3,038 4,603 48,305 3,038 4,603 48,305 3,160 4,787 37,857 
7 2,324 3,521 51,826 2,324 3,521 51,826 2,863 4,338 42,196 
8 2,173 3,293 55,118 2,173 3,293 55,118 2,748 4,164 46,360
9 1,953 2,959 58,077 1,953 2,959 58,077 2,217 3,359 49,718
10 1,838 2,785 60,863 1,838 2,785 60,863 2,175 3,296 53,014 
11 1,736 2,631 63,494 1,736 2,631 63,494 2,166 3,282 56,297
12 1,571 2,380 65,874 1,571 2,380 65,874 1,974 2,990 59,287
13 1,512 2,292 68,166 1,512 2,292 68,166 1,942 2,943 62,230 
14 1,445 2,189 70,355 1,445 2,189 70,355 1,917 2,904 65,134
15 1,314 1,990 72,345 1,314 1,990 72,345 1,903 2,883 68,017
16 1,263 1,914 74,259 1,263 1,914 74,259 1,860 2,818 70,836
17 1,173 1,778 76,037 1,173 1,778 76,037 1,784 2,704 73,539 
18 1,125 1,705 77,742 1,125 1,705 77,742 1,658 2,512 76,051
19 1,040 1,575 79,317 1,040 1,575 79,317 1,638 2,482 78,533
20 1,031 1,562 80,879 1,031 1,562 80,879 1,549 2,346 80,879 
21 ,990 1,500 82,379     
22 ,891 1,350 83,730     
23 ,839 1,271 85,001     
24 ,746 1,130 86,131             
25 ,723 1,095 87,226     
26 ,677 1,026 88,252     
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                       Table 2: Average score by factor 

Factors   Average 
Standard 
deviation 

 
Factor 1 : Psychological adjustment 

2.75 0.896 

 
Factor 2 : Socio-cultural adaptation 

2.45 0.973 

 
Factor 3 : Academic satisfaction 
 

3.71 0.883 

 
Factor 4 : Academic adjustment 
 

3.78 0.870 

 
Factor 5 : Live satisfaction 

3.42 0.903 

 
Factor 6 : Academic participation 

3.68 0.807 

 
 
Table 3 : International students’ psychological adjustment measures 

 
 
Table 4: Socio-cultural adaptation means and their degrees of correlation  

 

Scale Mean 
if Item 
Deleted 

Scale 
Variance if 
Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach’s 
Alpha if 
Item 
Deleted 

I have crying spells or 
feel like it 

13,62 15,285 ,663 ,481 ,844 

I feel depressed 13,30 14,276 ,776 ,616 ,827 
I often have a poor 
appetite 

13,50 15,792 ,553 ,369 ,858 

I feel down-hearted and 
blue 

13,15 15,423 ,706 ,529 ,839 

I feel anxious  13,09 15,376 ,693 ,511 ,840 
I feel stressed 12,68 15,513 ,608 ,407 ,851 
I feel running in slow 
motion 

12,92 15,394 ,509 ,285 ,868 

 

Scale Mean 
if Item 
Deleted 

Scale 
Variance if 
Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach’s 
Alpha if 
Item 
Deleted 

Understanding 
cultural differences 
 

7,68 8,159 ,769 ,594 ,766 

Understanding the 
local accent/language 
 

7,30 9,076 ,641 ,458 ,818 
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Table 5: Academic satisfaction factor means of students 

 
 
Table 6: Academic adjustment factor means of students 

 

Scale Mean 
if Item 
Deleted 

Scale 
Variance if 
Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if 
Item 
Deleted 

Discussed your career 
plans and ambitions 
with a faculty member 
 

13,94 18,458 ,756 ,675 ,826 

Participated with other 
students in a discussion 
with one or more 
faculty members outside 
of class 
 

13,98 20,077 ,672 ,548 ,839 

Worked with a faculty 
member on a research 
project 
 

13,59 17,907 ,556 ,385 ,858 

Talked with a faculty 
member 13,82 19,074 ,696 ,637 ,834 

Understanding the 
local value system 
 

7,29 7,624 ,733 ,572 ,773 

Making friends 7,14 7,012 ,626 ,426 ,842 

 

Scale Mean 
if Item 
Deleted 

Scale 
Variance if 
Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach’s 
Alpha if 
Item 
Deleted 

I am satisfied with 
my academic 
experience on 
campus 
 

7,32 3,728 ,665 ,453 ,667 

I am satisfied with 
the services 
offered on campus 
 

7,42 3,879 ,636 ,424 ,699 

I am satisfied with 
my academic 
results 

7,50 3,546 ,582 ,340 ,765 
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Scale Mean 
if Item 
Deleted 

Scale 
Variance if 
Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if 
Item 
Deleted 

Asked your instructor 
for comments and 
criticisms about your 
work  

13,92 20,040 ,561 ,432 ,849 

Discussed your course 
selection and your 
curriculum  with a 
faculty member 
 

13,92 20,533 ,576 ,418 ,848 

Did additional readings 
on topics that were 
introduced and 
discussed in class 
 

13,06 19,504 ,590 ,390 ,846 

Interact with the staff  
13,85 20,592 ,542 ,517 ,851 

 
 
Table 7: Life satisfaction factor means of African students 

 
 

 
Scale Mean if 
Item Deleted 

Scale 
Variance 
if Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if 
Item 
Deleted 

The conditions of 
my life are 
excellent 
 

13,74 12,686 ,743 ,575 ,805 

I am satisfied with 
my life  
 

13,35 12,846 ,675 ,562 ,821 

So far I have gotten 
the important 
things I want in 
life.  
 

13,50 12,562 ,685 ,488 ,818 

In most ways my 
life is close to my 
ideal 

13,65 13,400 ,692 ,530 ,820 

If I could live my 
life over, I would 
change almost 
nothing 

14,12 11,462 ,600 ,404 ,854 
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Table 8: Academic participation factor means of student participation measures 

 

Scale Mean 
if Item 
Deleted 

Scale 
Variance if 
Item 
Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if Item 
Deleted 

Did  a simulation or 
case study as part of a 
course 
 

8,92 3,363 ,529 ,285 ,532 

Discussed ideas on a 
term paper or project 
with an instructor 
 

9,29 3,808 ,414 ,173 ,616 

Worked on a paper or 
project where you had 
to integrate ideas from 
various sources  

8,59 4,153 ,413 ,180 ,616 

Worked on a class 
assignment, project or 
presentation with other 
students 

8,47 4,007 ,423 ,194 ,609 

 
Table 9: Academic Averages of study participants 
 

Academic 
average 
 

Number 
 

Percentage 
 

Cumulative 
 

A 21 32 32 

B 39 59 91 

C 5 7.5 98.5 

D 1 1.5 100 
N = 66 100 

 
 
Table 10: Multiple regression results of satisfaction measures 

Model 
  

Unstandardized    
coefficients 

Standardized 
coefficients 
 

t Sig. B Std.Error Beta 
(Constant) 11.384 2.598 4.381 .000 
Academic adjustment .170 .062 .310 2.734 .008 
Sociocultural adaptation -.139 .081 -.185 -1.719 .091 
Psychological adjustment -.105 .067 -.172 -1.556 .125 
Academic participation .287 .124 .259 2.315 .024 
Life satisfaction .200 .070 .316 2.864 .005 
Dependent variable: Academic satisfaction F (5,60) = 7201, P <.001 
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A Measurement Model for Host Country Environment from the Customer 

Perspective: Empirical Evidence from Chinese Construction Industry 
 

Abstract  

The rapidly changing global business environment carries with it a dose of uncertainty which 
poses a serious challenge to international marketers. Existing studies fail to account for this 
uncertainty as they are mostly conducted from the exporter perspective. In this paper, we seek 
to fill the gap by measuring host country environment from the final customer perspective in 
the context of new product diffusion. A survey of 201 Chinese construction companies is 
conducted. Results after exploratory factor analysis and structural equation measurement 
model suggest that the environment can be measured by training, information, and normative 
pressures.   
 

Research Context 

Barriers to international trade are falling daily due to lower sea and surface freight, tariff 
reductions negotiated within the World Trade Organisation (WTO), trade barrier cancellation 
through economic integration of major trading blocks, finance, insurance charges, know-how 
movement, and communications charges (Wood, 2002). Axinn and Matthyssens (2002) add 
production process advances facilitating cost-effective product adaptation. 
Internationalisation of lifestyles is considered as a key driver of globalisation by Douglas and 
Craig (1995). A combination of most of these factors and their interdependence produce 
higher degrees of openness (Puga, 1999), with transportation and communications playing 
the leading roles (Raballand et al., 2005). Among other benefits, cheaper transportation and 
communications allow for better international diffusion of knowledge which in turn, 
improves both human and physical capital (Klenow and Rodríguez-Clare, 2005).  
 
The rapidly changing world business environment carries with it a dose of uncertainty often 
referred to as turbulence. Moriarty and Kosnik (1989) define uncertainty to encompass a first 
dimension of ambiguity about the type and extent of customer needs, and the second 
dimension referring to technology, which includes both product and process technology.  
Sutcliffe and Zaheer (1998) argue that some uncertainties are nature driven. They are 
unpredictable and uncontrollable. Some other factors of turbulence can be assessed based on 
host countries data and buyer behaviour.  
 
A classification of uncertainty by its sources is provided by Davis (1993) in three categories: 
demand uncertainty, supply uncertainty and technological uncertainty. Focusing on new 
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product development and launch, Kwaku and Haiyang (2004) elaborate on two types of 
uncertainty: technology uncertainty and demand uncertainty. The first refers to the perceived 
speed of change and unpredictability of technology in a firm’s principal industries. The 
second is inspired from Jaworski and Kohli’s (1993) perceived speed of change and 
unpredictability of customers’ product preferences and demands as well as the emergence of 
new customer segments. 
 
To further understand the environment weight and its importance, we refer to two of the three 
schools of thought found in the strategy literature: the situation specific and the contingency 
views, with the latter offering a better framework of analysis than the first as it suggests that 
optimal strategy is subject to a certain set of environmental and organizational conditions 
(Ginsberg and Venkatraman (1985). A third school of thought based on the universal view 
which contends that the external environment is irrelevant can hardly cope with the 
turbulence stemming from globalisation. Formal planning and control mechanisms become 
inoperative as the environment is unstable.  
 
 
The developments highlighted above raise additional challenges of understanding new 
customers better and more profoundly with improved marketing research methodologies and 
relevant data. Falling trade barriers and related openness are also roots of more competitive 
forces (Wolff and Pett, 2000.) The resulting competition on and from foreign markets exert 
incidences on home markets that are less investigated and difficult to quantify (Abbott, 
1985). Among other consequences is the fall of the home state capacity to regulate firms as 
these firms operate in a more open world where cross country differences are exploited 
(Christmann and Taylor, 2003).  
 
However, we have to distinguish between home country and host country. In the latter, levels 
of state control vary from country to country, and even from product to product. In addition 
to state control, professional organisations may exert their influence by dictating norms and 
rules to obey when using new products and technologies. More importantly, the social 
networks into which adopting firms evolve create a bandwagon pressure exerted by early 
adopters on late adopters. Abrahamson and Rosenkopf (1997) contend that the structure of 
networks through which potential adopters of innovations find out information about these 
innovations can cause them to adopt the same innovations. They further argue that both the 
number of network links, as well as small, seemingly insignificant idiosyncrasies of their 
structures, can have very large effects on the extent of an innovation’s diffusion among 
members of a social network. Hence, the marketing shift in geographic scope cannot ignore 
host country social network effects especially in the case of new products and processes. 
 
From a theoretical point of view, five main internationalisation theories are found in the 
literature: the Uppsala model, the eclectic paradigm, the transactions cost analysis, the 
interactive network approach of international Marketing and Purchasing (IMP) Group, and 
the business strategy approach (see Whitelock, 2002 for a review). The eclectic paradigm 
completes the Uppsala step by step model in that it enables firms to mix strategies in a 
rational manner, taking into account the transactions cost in the process on 
internationalisation. The industrial network approach extends the process to include the host 
country environmental factors as firms’ decisions cannot ignore the context within which the 
internationalisation will take place. The business strategy approach refines the process to 
include a trade-off between identified variables.  
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While the appropriateness of the theories depends on the industrial context to which they are 
applied (Andersson, 2004), there is a common platform in all the four paradigms: the need of 
marketing information to inform the internationalisation decision(s) (Whitelock, 2002). 
However, this information has to be constantly upgraded as the environment is more 
turbulent than ever. Otherwise, as Axinn and Matthyssens (2002) put it, the ability of each 
theory to explain behaviours observed today will diminish considerably.  
 
The concept of information has been extended to export market knowledge and 
communication (Morgan and Katsikeas, 1998). It implies learning from both the domestic 
and the host country environment. The concept of learning is conceptualized in different 
ways by the various streams of research in international business. In the Uppsala model it 
tends to be narrowed as the market-specific knowledge is mainly possessed by individuals, 
making it difficult to transfer to other individuals and contexts (Forgsen, 2002). It heavily 
relies on routine activities conducted incrementally in the host market. Therefore, the 
experiential dimension is very important as well as the imitation of competitors and discovery 
of new opportunities. However, the type of knowledge and information collected to convey it 
is barely measured, especially in the launch of new products in emerging markets. 
 
This paper attempts to collect knowledge and analyse a host market environment and its 
impact on the decision to adopt or reject a new product with its associated process: the wood 
roof truss technology and process (WRT) in China. Based on a quantitative survey of Chinese 
building industry key players, a structural equation measurement model of environmental 
factors is proposed. The paper is organised as follows: 
a literature review is followed by the research question and objectives; 
scale items development, data collection, sample profile, non-response bias test, and 
psychometrics are described in section three; 
results are analyzed in the fourth section through a rigorous process including exploratory 
factor analysis, first order and second order confirmatory analysis, and factorial invariance; 
the fifth section is devoted to the discussion of the three emerging keys factors which define 
the host country environment a final conclusion in which major findings, contributions, 
limits, and future research are stated. 
 

Literature review 

Internationalization Theories in a Turbulent World 
Internationalisation theories should be revisited in light of recent developments brought on by 
globalization. Werner (2002) provides an interesting review based on 20 top management 
journals. It clearly appears from his work that, although ranked number five in twelve 
categories, global business environment received less consideration than it deserves in a 
turbulent world. Foreign direct investment, internationalisation, entry mode decisions and 
international joint ventures were predominant themes while, paradoxically, they take place 
within contextual settings which should be explored first. Werner (2002) further shows that 
even when the regulatory environment was studied, very little empirical research was 
conducted, especially at the industry, network and country levels.  
 
Among the few exceptions cited in the 271 articles Werner (2002) studied are Nehrt (1998) 
and Rugman & Verbeke (1998) on environmental regulations, competitiveness, and corporate 
strategies; Sarkar, Cavusgil, & Aulakh (1999) on industry factors and networks; Pan & Tse 
(2000) on host, home and industry factors followed by mode hierarchy. Whenever the 
network is studied in the reviewed articles, it refers to alliances and their management for 



A Measurement Model for Host Country Environment from the Customer Perspective: Empirical 
Evidence from Chinese Construction Industry 

Page 202 of Volume 2 
 

value creating and profit generation. The review concludes by arguing that societal factors of 
the global environment should be part of a needed research agenda. In a more recent review, 
Nakata and Huang (2005) noticed a decrease in international market research devoted to 
political/legal/regulatory/ethical environment from 5% between 1990 and 1995 to 3% 
between 1996 and 2000. 
 
External and Environmental Factors 
External and environmental factors are often combined in internationalisation and new 
product launch studies. Contextual factors are often used in place of the two. The broad 
definition include factors relating to organization size, finance and accounting for IT, and 
management roles and responsibilities (Currie, 1996; Nystrom et al., 2002)). Some authors, 
such as Song and Zahedi (2006) make a clear distinction between environmental factors 
based on extent of competition and industry type versus organizational factors comprising 
size, employee productivity, IT-asset ratio, and age. In a meta-analysis of the technology 
acceptance model, King and He (2006) showed contextual factors such as gender, culture and 
technology characteristics as moderators while Nandhakumar et al., (2005) argue that there is  
limited understanding of how contextual factors shape the emergence of enterprise resource 
planning (ERP) as a new software. In Scott (2000), institutions play a significant role in the 
shaping of the contextual factors through regulative processes, normative systems and 
cultural frameworks as highlighted by Orlikowski and Barley (2001). Howcroft et al. (….) 
state that there is a significant gap in the literature regarding the influences exerted by 
institutions through the contextual factors they shape via social and historical forces including 
explicit laws and implicit cultural understandings.   
 
Internally Pulled vs. Externally Pulled Influences 
It is recognised that stakeholders exerting influence on the new technology adoption include 
conventional and non conventional actors. Hall (2005) studied simultaneously social and 
contextual factors such as social support and network influences from the home and school 
environment and found both criteria to be of high importance in the adoption process of 
multimedia technology in the lives of urban middle school students. However, in some 
circumstances, the internal pull is more important than the external pull as argued in Grover 
(1993). His findings emphasize the predominance of the internal pull from top management 
and knowledge champions within the organization as the most important determinant of the 
adoption of a Knowledge Management System (KMS). Authors advocating internally pulled 
influence coupled to externally driven factors in the adoption process include Daylami et al., 
(2005) who studied Application Service Provider (ASP) adoption. They found that top 
management orientation, integration capability, internal IS expertise and competitive pressure 
exert a significant impact on the adoption decision.  
 
Incentives for New Products and Processes Adoption 
Iacovou et al. (1995) argue that in order to reduce the resistance of the adoption of Electronic 
Document Interchange (EDI), initiators of this technology should provide financial and 
technological assistance to partners with low organizational readiness. Additional types of 
incentives include training before and during adoption. Sugar et al., (2004) found that  
teachers with some technology training (3-5 workshops) and teachers with considerable 
training (6 or more workshops) showed a positive attitude toward technology that was 
predictive of their technology adoption intentions while teachers with limited training (1-2 
workshops) did not show such attitudes.  
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Incentives can also include macro-economic policies. Such a conclusion is reached by Gibbs 
et al. (2003) who conducted multiple cases studies in ten countries. Their findings reveal that 
enabling policies such as trade and telecoms liberalization are likely to have the biggest 
impact on e-commerce diffusion. Incentives might also include less classical monetary and 
financial dimensions to embrace what Rhee and Kim (2004) term as negative and positive 
social support from family members. They argue that family members can encourage or 
discourage the adoption process using various methods. 
 
Governments’ Role and Policies in Emerging Markets 
Ho and Ni (2004) found that in the introduction stage of website adoption, political support of 
the country’s board of supervisors is a significantly positive factor.  This is in contradiction 
with previous demonstration of the non-influential role exerted by officials in the largest 40 
counties studied in Dufner et al. (2003). Gibbs and Kraemer (2004) studied the role of 
government promotion through incentives and procurement requirements. They found it less 
important than legislation which, when in favour of technology adoption, speeds up the 
adoption rate. This is particularly true in China as demonstrated in Xu et al. (2004).  The 
government in China plays a far more critical role in encouraging e-commerce use than in the 
USA. Xu et al. (2004) reveal that government influence on the decision to adopt new 
technologies and ideas is more predominant in China than in the more developed countries. 
According to them, the regulatory environment plays different roles in different economic 
environments.  
 
Tigre and Dedrick (2004) reach similar conclusion in a ten-country survey of 2,100 firms, 
including 200 in Brazil. Their findings plead for an adequate legal and regulatory 
environment to support e-commerce adoption. In the same vein, Zhu et al. (2004) surveyed 
612 firms across 10 countries in the financial services sector and found that while financial 
resources are an important factor in developing countries, technological capabilities become 
far more important in developed countries. Tan and Ouyang (2004) posit that legal and 
cultural perspectives fail to accommodate the technology progress in China. However, these 
barriers can be attenuated by differences among industrial sectors as well as between small 
and large firms as observable rates of adoption vary considerably when these criteria are 
considered. They further argue that government regulation plays a much more important role 
in developing countries than in developed countries. Rhee and Kim (2004) argue that Internet 
adoption in South Korea is influenced more by family support than by other characteristics, 
thus bringing a new dimension to influence on adopters’ decision in a particular socio-
cultural context of the host country.  
 
Impact of Peers’ Usage 
In a recent study, Gagnon et al. (2005) demonstrated the importance of peer and collegial 
control. According to them, the definition of professional roles and responsibilities influenced 
physicians' willingness to integrate HTA recommendations into their practice. Gallivan et al., 
(…) argue that an employee's coworkers exert an important influence on IT usage, whereas 
individual-level factors exhibit more modest effects. Additional evidence of social influence 
from peers is brought by Scott W. Campbell and Tracy C. Russo (2003) who argue that 
technologies are, at least in part, constructed socially among close personal contacts. This 
transforms the social contacts and social contexts onto key variables in the adoption process.  
 
Peer usage influence can also stem from contagion when potential adopters are highly 
affected by who has adopted an innovation in the past rather than just by the technical merits 
of the innovation taken in isolation (Greve, 1995; Teo et al., 2003). The influence from the 
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social system can be three fold: mimetic when it involves imitating the leaders, coercitive 
when it implies obeying to rules, and normative when social norms from professional boards 
for example are introduced (DiMaggio and Powell, 1983).  
 
Impact of Competitive Pressure 
While it is largely recognized that competitive pressure drives firms to adopt e-business,  Zhu 
et al. (2004) bring an interesting new insight of e-business value associated more with 
internal organizational resources (e.g., technological readiness) than with external pressure to 
adopt it. For these authors, competition intensity turns out to be insignificant. However, 
Chang et al. demonstrated that mobile nursing technologies adoption was significantly 
associated with business competition, the capability of external supplier, and internal needs.  
Advocates of externally driven pressure include Kimberly and Evanisko (1981) and Arndt 
and Bigelow (2000).  They believe that this type of competitive pressure ignites technological 
and administrative innovation. It has also been suggested that it may stem from external 
creditors urging heavily indebted firms to adopt new technologies and ideas to increase 
competitiveness and subsequent profitability (Zajac and Kraatz, 1993; Bowman and Singh, 
1993)).  
 
Role Played by Infomediaries 
Documentation quality, location of information sources and current patterns of computer 
utilization are believed to exert a considerable influence on information handling in the 
medical informatics and bio-informatics (Hullin et al. 2005).  Knowledgeable and skilled 
users can speed up the rate of adoption more than untrained workers. Cho (2006) put users 
with sufficient skills and ability in the group of implicit factors including among other 
facilitating conditions which complete objective factors such as the availability of resources. 
Burton and Easingwood (2006) posit that customers’ productivity increases if they get 
quicker information via a channel of their choice. This information is often provided by 
independent infomediaries. A similar argument is put forward by Moakley (1999) with 
customers gaining access to infomediary sites from which they obtain one-size-fits-all 
information. This gain of visibility can increase the rate of adoption of new products and 
process, especially when the host market is new, unknown, and turbulent.  
 
Infomediaries are also a result of the new economy where multinational enterprises need 
dedicated new intermediaries to undertake numerous alliances and partnerships tasks, 
perform contract manufacturing, create B2B hubs, and manage the complexity of their 
relations with subsidiaries and multiple partners in their supply chains (Sambharya et al., 
2005). Keil et al., (2001) assert that among the three traditional business-to-business solutions 
(buyer centric, seller centric, and third party infomediary), the infomediary emerges as the 
best at organizing  control and access to information flows.  
 
Measurement Pitfalls/Shortfalls  
The literature reviewed above, with the exception of the few articles listed in Table 1, 
contains mainly qualitative studies with little or no emphasis on measurement psychometrics. 
However, following multiple calls from various authors such as Liang et al. (1997), Ambler 
and Styles (2000), psychometrics of environmental factors are receiving increased attention 
from scholars.  
 
Time to Integrate Theories?  
The transactions-organization-environment (TOE) framework has inspired most of the recent 
empirical studies. It encompasses technological context, organizational context, and 
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environmental context. However, when it comes to assessing psychometric properties of 
environmental context, authors have utilised semantically different concepts ranging from 
competitive intensity to state regulation. Intensity and pressure are used as synonyms while 
external pressure, as opposed to internal pressure, is also used without a global consensus as 
to its contents. As for technological context, it is deemed turbulent in most studies without 
clearly separating the internal and the external levels. Variables related to organisational 
context refer to mixed contents as well, including size, managerial structure, scope, sector, 
available resources, etc. In a simplified listing, Cho (2006) refers to facilitating conditions 
which cover legality and ease of access.  Few studies have taken the debate to post adoption 
context (Zhu, 2005). Comparative studies (Zhou, 2006; Xu et al., 2004; Gibbs et al., 2004) 
are sources of conflicting but enriching findings. Lastly, Table 1 refers to studies closely 
related to IT, a field in which scholars have benefited from an integration of many research 
streams. 
 
Research Objectives and Questions 
Internal and environmental factors with an impact on the internationalization of the firm have 
been studied from the country of origin perspective (Dunning, 1980). Local conditions 
prevailing in the country of origin such as regulations, telecom infrastructure, technology 
adoption patterns, taxation, and exchange rates are believed to influence the 
internationalisation process from a country of origin to support the firm's business model 
(Kuemmerle, 1999 cited in Suresh et al., 2001). When it comes to new products and new 
markets, internationalization should take into account the innovation side of the product and 
its subsequent influence on a change in strategies.  
 
New product launch in emerging countries has benefited from little research contributions so 
far. However, as Iyer et al. (2006) state, radical innovations also carry with them the burden 
of accounting for market and environmental factors that are often not under the control of the 
firm penetrating a new market. Similar concerns are raised in Ambler and Styles (2000)  who 
posit that contextual factors such as the environment, business sector, macroeconomics, and 
competition drive performance. Building on the work of Rumelt, (1991), they further argue 
that evidence from research conducted within the resource-based theory of the firm has 
played down the direct impact of environmental (e.g. industry) factors. The overshadowing of 
environmental factors bears with it another void. Indeed, as Liang et al. (1997) put it, 
exporter behaviour has been extensively studied while importer behaviour remains a largely 
neglected area of study, even though importers are playing an ever more important (often 
dominant) role in consummating trade transactions. Despite the importance of environmental 
context in the adoption process, very few studies have measured this concept empirically.  
 
In this study, and drawing from the semantic quarrel and conflicting findings outlined in the 
literature review, we examine the environmental factors impacting the introduction of a new 
product and process in China as an emerging country market. Beyond the semantic 
battlefield, a classification of the most recurrent researched topics include incentives, 
government policies and regulations, usage by peers, competitive pressure, and 
infomediaries. 
 
The above objective leads to three main research questions: 
- Can we measure environmental factors in the context of an emerging market? 
- Do these factors impact the decision to adopt new products, technologies, and 
processes? 
- Are they structurally invariant across a given group of industrial sector actors?  
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Methodologies 
Scale Items Development 
The questionnaire drawn from previous theories with an adaptation to the Chinese context 
and to wood frame construction received inputs from industry representatives. It was 
submitted for wording and phrasing to a panel of four different readers. To increase face 
validity, we submitted it to a review process by experts from different backgrounds including 
two marketing professors, two information systems professors, one forest products marketing 
professor active in Asian markets, one research methodology professor, one industry 
specialist in China, and one Chinese professor of architecture at Tongji University, Shanghai. 
This panel of experts was asked to answer/comment on unclear items, numbers, wording, and 
to suggest items they felt should be omitted or added.  
 
After the test by a group of experts, the questionnaire underwent iterative translation cycles 
from English into Chinese Mandarin. Four blind iterations were conducted. Experts contacted 
for translation included: Two MBA graduates and one forestry PhD student, both fluent in 
Chinese Mandarin and English.Their work was submitted for convergence and enrichment to 
one MBA graduate running a construction materials business in Shanghai, a post-doctoral 
Chinese student in agricultural science, and two Chinese university professors. The version 
obtained from a consensus in step two was proofread by a Chinese graduate student in 
architecture. The final version was submitted to industry specialists in China before mailing 
to the surveyed companies.  
 
The Final Instrument and Data Collection 
Our instrument in appendix A is based on previous literature and comprises 5 constructs and 
14 items. We use a Likert type scale ranging from 1 to 5: strongly disagree, disagree, neutral, 
agree, and strongly agree. This study was carried out in three locations in China: Beijing, 
Shanghai, and the Guangdong area. A compilation of Chinese statistics by McKinsey (2004) 
reveals that there are “three Chinas” from the richest provinces of the East to the poorest 
Western area. Data compiled from the China Business Review (2003) reveal that the 201,000 
foreign direct investments are positively associated to three important factors: population, per 
capita GDP, and the geographically accessible eastern coast. They are the most economically 
promising areas according to the Chinese Statistical Yearbook (2002). Our survey combined 
the following sources to set up a usable database: 
- printed edition of yellow pages for the four areas to be surveyed; 
- Internet edition of yellow pages for the four areas; 
- professional listings by different boards or academies; 
- newspapers and advertisements therein; 
- lists of companies attending professional seminars on wood construction; 
- a commercial database purchased from a third party. 
 
From all these sources, 970 companies showed usable data related to name of contact person, 
telephone, postal address, email, and website and were the first selected. Of these, 670 of 
them accepted to read and reply to our survey once they received it. The final questionnaire 
in Mandarin Chinese was mailed to all companies interested in wood frame construction with 
valid addresses. Three weeks after the initial postage through China Post, 85 companies had 
returned reply envelopes while 24 had chosen to respond to it via the dedicated website. The 
following actions were taken to improve response rate: formatting questionnaire, pre-notice, 
sponsorship, multiple mailings, appeals, promise to share results, steady pressure, subject 
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interest, and prepaid postage. Following Sudman and Bradburn (1974), we designed on site 
training of personnel meeting the above criteria in order to enhance: 
- their role demands (i.e. rules governing the interviewer’s behaviour); 
- their actual behaviour (ability to follow rules, comfort with asking sensitive 
questions); 
- the output from their extra-role characteristics (e.g. race, age, social class, 
geographical origins). 
 
Sample Profile 
Out of the 670 questionnaires sent to companies interested in wood frame construction and 
wood roof truss technologies, 245 were returned. After deletion of unusable questionnaires 
with missing and outlier data, the final sample comprises 201 respondents. The 36.57 percent 
response rate compares favourably with similar studies in industrial settings. The following 
demographic criteria will be used to establish the descriptive statistics for all the surveyed 
categories. As shown in Table 1, the surveyed domains of activity are: 1 for engineers; 2 for 
developers; 3 for builders; 4 for architects; and 5 polyvalent companies. The number of 
employees is reported in categories with 1 for less than 100, 2 for 101-500, 3 for 5001-1000, 
4 for 1001-5000, and 5 for more than 5000. The geographical areas covered are 1 for Beijing 
area (Beijing, GianDao, and Tianjin), 2 for Shanghai area (Shanghai, Nanjing, Puning, and 
Suzhu), and 3 for Guandong area (Guangzhou, ShengZhen, and LianZhou). The 6 waves of 
respondents in Table 2 refer to responses received before first follow-up call (1), after the 
first reminder (2), face to face in seminars (3 and 4), after the second follow-up call (5) and  
via the website of the survey (6). Skeweness and Kurtosis standard errors between -2 and +2 
limits are provided for normality assessment. 
 
Table 1: Descriptive Statistics and Distribution of Variables 
 

  N Min. Max. Mean
Std. 
D. Skewness Kurtosis  

 Stat. Stat. Stat. Stat. Stat. Statistic
Std. 
Error Statistic 

Std. 
Error 

Domain 201 1 5 4.02 1.19 -1.26 0.17 0.54 0.34 
Number of employees 201 1 5 1.84 0.87 1.09 0.17 0.96 0.34 
Geographical area 201 1 3 1.50 0.58 0.69 0.17 -0.49 0.34 
Wave of respondents 201 1 6 3.38 1.76 -0.11 0.17 -1.65 0.34 
Revenue 2003 201 1 4 2.81 0.80 0.07 0.17 -0.87 0.34 
Company age 201 1 55 20.60 15.64 0.98 0.17 0.10 0.34 
University graduates 201 0 100 45.95 38.52 -0.02 0.17 -1.62 0.34 
Used WRT Yes or No 201 0 1 0.21 0.41 1.44 0.17 0.08 0.34 
Valid N (listwise) 201         
 
Non-response Bias Test 
An often neglected research issue is the non-response bias in mail surveys. Methods to test 
this bias are rather adhoc and include mainly the following: 
- given criteria of a randomly pre-select population compared to all the respondents; 
- test of significant differences in characteristics of respondents vs. non-respondents; 
- early responders, middle responders, and late responders are compared; 
- post survey questionnaires are sent to randomly selected population in the respondents 
group. Results are compared to those obtained in the survey. 
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The third method is the most suitable for our survey as there is no public database from 
which we can derive a pre-survey profile of respondents.  
 
Table 2: One-way-ANOVA non-response Bias Test 
 

Anova    
  df F Sig. 
Domain 4 1.56 0.19 
Revenue 2003 4 1.20 0.31 
Ownership structure 3 1.21 0.31 
Decentralisation intensity 4 0.90 0.47 
WRT already used: yes or no 4 0.44 0.78 

 
To assess differences between waves of respondents, the following demographics were used: 
the domain of activity, the size with revenue as a proxy, the ownership structure as there were 
state owned enterprises along with private ones, the decentralization intensity measured by 
the number of branches throughout China, Asia, and worldwide. A final criterion is related to 
users and non-users of wood roof truss technology. For the five variables pertinent to this 
study, there are no significant differences between the five waves of respondents at p<0.05. 
Hence, we can reasonably assume that there is no non response bias as respondents are 
similar across the five waves, late respondents being assumed similar to non-respondents. 
 
Data Analysis and Results 
From Exploratory Factor Analysis to 2nd Order Confirmatory Factor Analysis 
This study being exploratory in nature, with constructs adapted from various fields, we first 
conduct an exploratory factor analysis (EFA) before the measurement model. EFA is most 
appropriately used when links between the observed variables and their underlying factors are 
unknown or uncertain (Barbara, 2005). There is no previous study measuring the same 
factors using the same observed variables at the best of our knowledge.  In the second stage, 
once our factors and their underlying latent structure are revealed in EFA, we conduct a 
confirmatory factor analysis (CFA) to test them with our data.  
 
A key component of structural equation modeling (SEM), CFA analysis has proved a 
necessary complement to limitations associated with EFA and including among others 
assumption of correlated or uncorrelated common factors, influence by common factors, 
uncorrelated unique factors, and unsolvable unfitting issues. In CFA on the contrary, only 
meaningful factor correlations are considered with each factor influencing only those 
observed variables with which it is purported to be linked while tapping for specified 
covariance among particular uniqueness and allowing for model specification through 
indexes of misfit (Barbara 2005). We also extend the analysis to the CFA level in order to be 
able to account for the differences between our multiple groups of companies involved in the 
Chinese construction industry.  
 
However, 1st order CFA might yield correlations among factors thus dictating a need for a 
higher order factor analysis whose main purpose is to account for the relative importance and 
contribution of each and every factor to a more general underlying concept. In our study, the 
environment is defined by key factors which might be inter-correlated. This study is therefore 
based on EFA as a revealing stage, 1st order CFA as a confirmation stage and 2nd order CFA 
as a final assessment stage of our measurement model of host country environmental factors 
impacting the decision to adopt new product and processes.  
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Exploratory Factor Analysis 
We conduct an exploratory factor analysis using SPSS 13.0 to reveal items structure per 
factor, to assess contributions of items to all factors, extract non-contributing items, and 
verify the reliability of all factors as well as their multi-collinearity. We first did a principal 
component analysis with varimax rotation to reduce data to a small set of variables while 
retaining as much variance as possible. We imposed the following constraining rules KMO & 
Bat sig>0.005, communalities >0.5, factor loading >0.5, and variance extracted >0.6. A 
measure is loaded significantly on its underlying construct if its factor loading exceeds 0.5 
and has a lower factor loading (below 0.4) on other constructs. Hence, for the sake of 
parsimony, we suppressed all factors loading on two constructs as well as those showing 
loading inferior to 0.5. Table 3 shows deleted items after all those steps.  
 
INSERT TABLE 3. 
 
To pursue the analysis and find factors pertinent for the next steps, Cronbach’s Alpha 
reliability coefficients were computed for every construct with acceptable level fixed at 0.6 as 
this is an exploratory study. Items contributing to the constructs are shown with their 
respective loadings in Table 3.  
 
1st order Confirmatory Factor Analysis 
The exploratory factor analysis revealed a three latent factors structure with three 
significantly loaded items each: peer usage (Alpha Cr. 0.82), information (Alpha Cr. 0.72), 
and training (Alpha Cr. 0.72) for a total variance explained above 67 percent. Based on this 
structure and in order to validate the factor analysis while accounting for potential 
measurement errors and assessing goodness of fit of the revealed structural relations to our 
data, we estimate a structural equation model using default ML method provided in LISREL 
8.71. The final model obtained after specification search is provided in Figure 1.  
 
INSERT FIGURE 1 
 
 2nd order Confirmatory Factor Analysis 
As we are in theory generation mode with the presence of correlated low-order factors, the 1st 
order structure is used to estimate a 2nd order confirmatory analysis. The 2nd order model 
fitted to our data after taking into account the modifications indices, the residuals as well as 
dropping non-significant relations is presented in Figure 2. 
 
INSERT FIGURE 2. 
 
Content, Convergent, Discriminant, and Nomological Validities 
For all measurement models, content validity was secured in the questionnaire pre-test phase 
to ensure that wording, phrasing, and content matched the concepts under study. We assessed 
convergent and discriminant validity both at the exploratory factor analysis and at the 
confirmatory levels by retaining only measurement items highly loading on their respective 
constructs while deleting those under 0.5 and double loadings. A nomological validity 
obtained after additional structural equations model hypothesizing the influence of 
environmental factors on the decision to adopt new product and process is shown in Figure 3. 
 
INSERT FIGURE 3. 
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Goodness-of-fit Statistics 
Researchers are divided on model goodness-of-fit statistics. The recommended (Wheaton, 
Alwin, & Summers, 1977) and most commonly used likelihood ratio ch2 statistics index and 
its related degrees of freedom is found extremely sensitive to sample size and normality 
(West et al.). An associated source of misunderstanding for this index is the cut point of 2 
suggested in Carmines and McIver 1981. Additional fit indices include GFI and AGFI but 
they are also criticised by Hu and Bentler 1998 for their sensitivity to sample size. Our study 
does not suffer from the sample size issue given the number of parameters estimated, the 
number of observations, and the simplicity of our models. We report indices to assess the 3 
models fit (1st order CFA, 2nd order CFA, and nomoligical validity) figures 1, 2, and 3.  
 
 Factorial Invariance 
A comparison of the fit indices of the 1st and the 2nd order CFA models shows no statistically 
significant difference. Therefore, comparisons between groups are conducted based on the 1st 
order CFA model. The following groups are studied in search of differences which might 
affect the validity of our general measurement model: the category and the size of the 
surveyed companies. Categories are represented by code 4 for companies specialized in 
architecture and code 1 for those which are fully integrated (builders, architects, developers, 
engineers). The number of employees is split into two categories. In both cases, we compare 
matrices of correlations 
 
With reference to the category, the null hypothesis is that architects are not different from the 
rest of the key players in the Chinese construction industry. This hypothesis is not rejected 
(p=0.155). Thus, the model can be applied to all categories in our data. As to the size of the 
companies, the null hypothesis is that small and large companies are similar. It is rejected as 
their two correlations matrices are found different (p=0.0247). However, a comparison of the 
number of variables between the two groups reveals no statistically significant difference 
(p=0.161). A similar conclusion is reached when comparing numbers of observed and latent 
variables. One can reasonably assume that our 1st order CFA model is valid for both small 
and large companies in the Chinese construction industry as represented by our data. 
       
 

Discussion of Major Findings 

Our discussion of findings is twofold: we first cover the irrelevant factors followed by a 
highlighting of the variables pertinent to the measurement of the contextual environment of 
the Chinese construction industry as perceived by the key players. We deliberately take the 
customers’ perspective contrary to most previous studies which ignored the dominant role of 
importers in trade transactions (Liang et al. 1997). 
 
In contradiction with Ho and Ni (2004), Gibbs et al., (2004), and Tan and Ouyang (2004) 
findings, political support of the government as well as legal and cultural perspectives are not 
significantly positive for the innovation under study. Government acceptance is not a 
prerequisite to adopt WRT technology. Releasing more land to build on is not considered as 
an important factor and neither are the regulations regarding the introduction of wood roof 
trusses products and processes. Most of the land is owned by developers in China. As to the 
regulations, professionals who filled in the survey understood them. In the same vein, there is 
no statistically significant pressure from competitors or from customers as we are in the 
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introduction phase of the innovation. The same argument applies to independent information 
contained in magazines about WRT.  
 
We are far from the externally driven pressure as defined by Kimberly and Evanisko (1981) 
and Arndt and Bigelow (2000). Moreover, as posited by Zhu et al. (2003), external pressure 
might be replaced by internal pressure linked to the firms’ own organizational resources 
including among others the technological readiness. Indeed, grants, subsidies and credit 
facilities are found not sufficient to enhance adoption rate of WRT, thus confirming that the 
readiness is more important than the financial incentives. Similar conclusions were reached in 
Cho (2006) with facilitating conditions not appearing to have significant effect on intention to 
adopt (β = 0.02, p = 0.78). Additional similar findings can be found in Zhu (2005) who 
argues that competitive pressure impact significantly e-business use in developed countries 
only.   
 
After discarding non-factorial pure items, our 1st CFA model defines the environment by 
three latent factors as shown in Figure 1: peer usage, information, and training. This study 
covers key players in a networked industrial sector where developers rely on architects and 
engineers to deliver the product to the final customer. Beyond the contagion effects, it is most 
likely the normative pressure from the professional board’s social norms which play an 
important role in the introduction phase (DiMaggio and Powell, 1983). Other people in the 
construction business (std. β 0.77), top management (std. β 0.74), and close partners (std. β 
0.72) are the key indicators. Internally pulled pressure is found to be more important than 
externally pulled as mentioned in Grover (2003). In addition to this normative pressure which 
substitutes for competitive pressure, it is worth noting that the Chinese business environment 
is subject to guanxi: an inter-firm relationships and collaboration system embedded in their 
culture.  
 
The same normative pressure is reflected in the type of information the companies need to 
further their adoption of the new WRT. Indeed, the second latent factor contains information 
publicized by professional associations (std. β 0.69), information available from public 
sources (std. β 0.57) as well as detailed engineering design information provided by brokers, 
designers, and lumber distributors (std. β 0.76).  
 
The third latent factor is the training needed to be able to adopt the new WRT. It 
encompasses three items: training by professional boards (std. β 0.78) followed in relative 
importance by training provided by the Chinese education system (std. β 0.73). An additional 
item in the construct covers the needed partnering with WRT knowledgeable foreign 
companies (std. β 0.52). These results also confirm the presence of a network effect which 
extends beyond the industry and comprises the professional and governmental training 
systems which are to be completed by foreign knowledgeable companies. The group of actors 
in this latent factor confirms previous findings on the role of infomediaries highlighted in our 
literature review section. 
 
Given the correlations between the three latent factors in our 1st order CFA model, a second 
order CFA model is estimated in Figure 2 Standardized coefficients reveal the relative high 
importance of infomediaries in measuring the environmental factors (std. β 0.86), followed 
by training (std. β 0.71). The usage by the peers, although significant (std. β 0.48), is not as 
important as the information and the needed training.  This hierarchical approach along with 
the invariant structure discussed previously can be used in defining strategies to enter the 
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market. It confirms the rationale of a new product and process for which key customers need 
information and training above all other incentives in the context of emerging markets. 
 

Conclusion 

In this study, given the difficulties of conducting research in a turbulent environment like 
China, we use a triangulation approach which goes beyond its common definition to include 
multiple sources of data, various methods to collect and treat them and, above all, a mix of 
disciplines and fields (information systems and internationalization of the firm mainly). We 
deliberately take the customers’ perspective contrary to most previous studies which ignored 
the dominant role of importers in trade transactions (Liang et al. 1997). A four stage rigorous 
process starting from the exploratory factor analysis and including both 1st order and second 
order confirmatory analysis followed by structural invariance test was conducted. 
 
From a theoretical point of view, our results suggest that, contrary to popular beliefs, the role 
of government is fading in China, at least in the construction industry. Another key finding is 
that the normative pressure and its related guanxi are found to be of great importance for 
Chinese firms who also need training from the professional boards, the school system, and 
the foreign knowledgeable partners. However, one would argue that the role of government is 
not fading as such because the education system and the regulatory professional boards are 
still under the influence of both the provincial and central governments. This research should 
be extended to other sectors and regions of China and other emerging markets in order to 
increase generalizability. 
 
Among direct implications for international marketers is the measurement model of a host 
country environment –the first of its kind- based on key customer perceptions, especially in 
the context of new product and process introduction. This study can also contribute to the 
selection of partners and the definition of the type of training they need before adopting a 
new product or process as well as the intensity of the information to be delivered on the 
product. Last but not least, the Chinese context bears with it a high degree of guanxi which 
exerts significant normative pressure to be considered when entering this new lucrative 
market. 
  
Because of space considerations the References, Figures, Tables, and Appendices of this 

article are omitted here, but are available from the authors. 
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EFFICACY OF STUDENT INTERNATIONAL EXCHANGE 

PROGRAMS IN TRAINING FUTURE MANAGERS FOR 
INTERNATIONAL ASSIGNMENTS 

 
ABSTRACT 

Context: Business globalization calls for an increasing number of international assignments. 
Yet it is difficult and costly to select and train managers for success in these assignments. 
Globalization also impacts student mobility and international student exchange programs 
become very popular. 
 
Purpose: This paper aims at verifying whether international students exchange programs are 
an effective way to select and train future international managers.  
Method: We use a systematic review of literature from the 2000’s to evaluate success factors 
and impacts of exchange programs and compare the results to companies’ needs regarding 
the preparation of international managers. The appendix contains a bibliometric overview of 
articles reviewed. 
 
Findings: We find that international student exchange programs actually respond to 
companies’ needs and help lower the cost of selecting and training international managers.  
 
KEYWORDS: Student exchange programs; international assignments; systematic review 
 

INTRODUCTION 

The growing diversity of the workforce and globalization in the business world has given rise 
to the need for a new type of employee in organizations, and particularly in multinational 
organizations. Today, organizations need people who are open to diversity and adaptable to 
change, and who thrive in complex uncertain environments. They need workers and 
especially managers ready for international mid-term to long-term assignments. Academic 
institutions can play an essential role in the development of this new type of employee by 
offering exchange programs, or cultural experiences that encourage students to think globally 
and to be positively responsive to different values and beliefs.  
 
Exchange programs enable students to acquire these new cross-cultural skills by allowing 
them to complete part of their studies in foreign universities. Encouraging students to 
participate in these programs not only increases their chances of integration but also allows 
them to develop important adaptive skills. 
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For students, it is important to properly conceive of and understand the world we now live in. 
Ways of learning and teaching vary across cultures. To attain the right cross-cultural skills, it 
becomes almost obligatory to go outside one’s own borders. Students then learn by 
experience how to recognize important cultural and social issues. 
 
In general, the term "exchange program" in an international context means a short stay of 
from three weeks to eight months for a student or a group of students through an organized 
program such as ERASMUS in Western Europe, or through international inter-university 
agreements. These visits can take the form of cultural trips, internships in industry, or study 
for one or two semesters. Other types of stays abroad exist but are not considered short stays.  
Much research has been done on the intercultural competencies (Rodrigues, 2004), social, 
psychological and linguistic experiences (Llanes & Munoz, 2009) developed through these 
exchange programs for students. This is a phenomenon that has gained momentum since the 
beginning of the twenty-first century, as international agreements between universities have 
increased dramatically, and the offer of exchange programs is becoming more and more 
common. 
 
Since many authors have studied the benefits of international student mobility, it seems 
appropriate to verify through a systematic review whether and to what extent international 
student mobility is a suitable preparation for international assignments in transnational 
corporations.  
 
The first stage of this work is to identify and synthesize the various studies on the topic of 
exchange programs. The second step is to identify from these studies the key success factors 
of exchange programs, and the impacts of these programs on the level of satisfaction and 
student attitudes. In a third stage, these results will be discussed and compared to the specific 
challenges and needs multinational corporations (MNCs) experience in trying to fill 
international positions, especially managerial ones.  
 

RESEARCH METHODOLOGY 

Systematic review 
The foundation of this study consists in a systematic review of findings on international 
student exchange programs. Over the past ten years or more, a substantial body of literature 
has been built on the subject. Therefore a systematic review is a scientifically sound way to 
colligate findings as it is both a rigorous and transparent approach.  
We followed the five essential steps in the development of a systematic review according to 
Bland, Meurer and Maldonado (1995): 

1. Definition of the objective. 
2. Establishment of a research strategy in several databases, avoiding the 

introduction of bias. 
3. Assessing the validity and relevance of publications by assigning a quality index 

and defining a threshold for exclusion. 
4. Retrieval. 
5. Summary of results and presentation of the selected articles in simplified form. 

Then, we decided to guide our systematic review with the two following research questions: 
1. What are the success factors for international students who participate in an 

exchange program? 
2. What are the impacts of exchange programs on the attitudes and level of student 

satisfaction? 
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These questions are relevant for the following reasons. The first question allows us to 
understand and compare these key success factors with conditions in which internationally 
assigned managers are put. The second question helps verify whether students who gain 
experience in exchange programs actually develop the openness and other attributes that are 
required of future international managers.  
 
Inclusion and exclusion criteria 
In order to build an appropriate corpus for this systematic review we also established criteria 
on document type, publication date and document focus.  
 
As regards document type, we decided that all documents had to be scholarly articles drawn 
from peer-reviewed academic journals. Book reviews, success stories, editorials and books 
were not selected for this review. The decision to exclude these documents comes from the 
fact that generally, important scientific contributions appear in scientific peer-reviewed 
academic journals.  
 
The publication dates we selected cover the 2002-2012 period of time. That time span 
seemed consistent with a recently expanding phenomenon. Beginning in 2002, our review 
covers an 11-year period when exchange programs between universities increased 
significantly and technological advances have also provided opportunities for these 
exchanges abroad. Thus research published during this period is expected to cover our two 
research questions. 
 
Finally, the documents had to focus operationally or conceptually on either of the two 
research questions, that is to say success factors for international students in an exchange 
program (intercultural competence, language skills, social skills and psychological skills) or 
impacts caused by these factors on the attitude of the student after the exchange program. In 
addition, articles that did not directly address either of our two research questions were 
selected to check whether they dealt with international students and exchange programs of 
short duration. 
 
Data sources 
It was determined to use four databases: ABI / Inform Global Proquest, Business Source 
Premier, Emerald, and Elsevier's Science Direct. The database ABI / Inform Proquest 
specializes in the fields of economics and management science. It indexes recent articles 
directly related to these areas. The database includes about 3,000 English-language 
periodicals. Business Source Premier is one of EBSCO databases commonly used in the 
fields of business studies. All economic related disciplines are included, that is to say: 
marketing, management, finance, accounting, and economics. It provides access to over 
2,300 journals with full text. The Elsevier Science Direct database lists over 2,000 periodical 
titles in full text. Finally, the Emerald Abstracts database contains about 250,000 abstracts of 
articles on management published internationally.  
 
Research strategy in the databases. 
The following keywords were selected: “International students“; “Foreign students”; 
“Exchange programs”; “Exchange students”; “Study abroad”; “Short term”. Then, they were 
combined with the Boolean operator “AND”. Here is an overview of the different strings of 
words: “Foreign students” AND “exchange programs”; “Foreign students” AND “study 
abroad”; “Foreign students” AND “short term”; “Exchange students” AND “exchange 
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programs”; “Exchange students” AND “study abroad”; “Exchange students” AND “short 
term”.  
 
It is important to note that the phrase "international students" was abandoned because it 
yielded too many results that had no connection with the present study. 
 
Selection of articles. 
The initial electronic search revealed 1,108 items across the four databases mentioned above, 
the different combinations of keywords having been entered into databases. The period 
covered in the research is from 01/01/2002 to 01/31/2012. The purpose of this first step was 
to first gather a maximum number of potential articles. For databases Emerald and Science 
Direct, tab "journals" was checked in order to have more consistency in our research process.  
An initial selection of articles was performed with a narrowing of the search fields or 
skimming. In the EBSCO database, the English language was added, and "article" tab in 
"search type", and then the tab "PDF full text" were checked. For the Proquest database, tab 
“Full text document only” was also checked. Finally, in the Science Direct database, several 
topics were selected for the "Subject", that is to say: "Business, management and 
accounting", "Economics, econometrics, and finance," "social science”. This skimming 
allowed the exclusion of 795 articles, and left a total of 313 selected articles. 
 
After reading titles and abstracts and eliminating some articles for lack of relevance, 105 
articles were included in the study. Finally, a thorough reading of these 105 papers was 
conducted; only 51 were included in the systematic review. The following diagram represents 
the process of selecting articles (Figure 1). 
 
Figure 1 goes here 
 
In order to extract the essential information from these articles, a data entry form was created 
using Microsoft Excel. The information recorded in the form for each article includes 
authors, and their university affiliation, year of publication, country of origin of the authors 
and article content (dependent and independent variables), research method used 
(quantitative, qualitative, or mixed), sampling (sample type, and location), and results 
obtained. The form contains the information for all 51 articles selected for the review. 
 

RESULTS 

In this section, we will only describe results that relate directly to success factors of 
international student mobility, i.e. geographical area of concern, research methods used to 
gather data, how exchange programs were operationalized as a variable, and results obtained. 
The remaining information that we gathered is presented in a bibliometric appendix.  
 
Geographical area of interest 
If we look now at the geographical regions and countries on which the authors focused, we 
observe that North America dominates, at 39.73% of the selected articles. Topping the list is 
the U.S. with 34.25% of the articles. It is by no means a coincidence, since the U.S. is, 
according to the OECD (2011), the country hosting the largest number of international 
students, with about 600,000 students or 21%. Asia and Europe follow. China is the country 
with the largest number of students enrolled at a foreign institution, with nearly 420,000 
students. According to the OECD (2011), France, the UK, and Australia are the countries 
behind the United States that receive the largest number of foreign students; these three 
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countries account for 21.92% of the articles. Table 1 sums up the distribution of articles 
according to the geographical area of interest.  
 
Table 1 goes here 
 
Research methods used to gather data 
Various methods were used to observe the students throughout their stay abroad: 
questionnaires, interviews, and case studies. Several kinds of interviews were recorded, such 
as in-depth interviews, focus groups, open-ended interviews, or narrative interviews. 
Questionnaires were used in both qualitative and quantitative research designs. Table 2 below 
shows that among the 51 articles, 61% used questionnaires, 28.10% interviews, and 6.2% 
case studies. Note that 4.7% of articles did not include any empirical method, given their 
conceptual or theoretical treatment of the issue. 
 
Table 2 goes here 
 
Questionnaires asked mostly for the level of students’ satisfaction regarding their exchange 
program, as well as questions on success factors for these same students during a visit or 
exchange program. These questionnaires were usually sent to foreign students enrolled at a 
foreign university or to those students upon their return home. Cross-cultural factors, 
psychological factors, level of satisfaction, and cultural dimensions were most often 
addressed. The cultural dimensions developed by Hofstede (1980) were also used (Peppas & 
Yu, 2007; Rodrigues, 2004; Gullekson & Vancouver, 2009).  
 
To investigate the key success factors during a stay abroad, our study reveals that 
questionnaires were similar. Questions asked of study participants covered the following 
items: Number of languages spoken, time spent in the language-speaking country, reasons for 
employment, previous cultural experience (Masgoret, 2006), role of the group (Fairley & 
Tyler, 2009), role of the family (Van Den Broucke, De Soete, & Bohrer, 2002), meeting with 
the locals, and role of ethnography (Jackson, 2006).  
 
Regarding the interviews, 75% were conducted in "focus groups". For example, researchers 
interviewed a group of students at an Australian university to determine their perceptions 
related to international and cultural issues in order to develop a good business resume 
(Crossman, 2008). Questions sent to groups of students in a Swedish university dealt with the 
following topics: aspirations and values, personal development, professional development, 
disablers and enablers, and culture (Green, Johansson, Rosser, Tengnah & Segrott, 2008). 
The review also includes some case studies: an examination of international partners of four 
major universities in the UK, the building of global competencies through experiential study 
of travel and tourism, and several case studies on international experiences of nursing 
students. These studies emanate directly from real-life experiences of students who have 
ventured outside their borders. 
 
Response rates can compromise the effectiveness of the method used, which was the case in 
several of the articles selected in the systematic review. However it is difficult to assess the 
degree of limitation since in most cases the articles did not identify the number of responses 
compared with initial solicitation. The few articles (11) for which a response rate is available 
show that on average 64% of the sample responded. One article presents a questionnaire to a 
sample of 165 students of which only 125 were selected. 40 responses were rejected because 
of linguistic problems since the results showed some inconsistency in their statements and 
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this was reported to be a language comprehension issue (De Jong, Schnusenberg, & Goel, 
2010). 
 
Moreover, in those articles for which there are response rates, studies were performed on a 
diverse population, which implies a certain limitation for generalization of the samples 
studied. However, the samples studied in the articles show a multicultural perspective since 
most of them compare students from different universities and different affiliations. For 
instance, one paper studies two groups of students from the University of California, a group 
that is part of an exchange program, and another group that remained in the same university 
(Carlson & Widaman, 2002).  
 
Operationalization of exchange programs as a variable 
All articles selected in the systematic review operationalize exchange programs either as a 
dependent variable or as an independent variable. In the case of a dependent variable, the 
authors seek mostly to identify factors that have a direct influence on the success of trips 
abroad, such as student motivation or factors that play a role in the students’ selection of their 
exchange program (Llewellyn-Smith & McCabe, 2008). Success factors identified are 
cultural, linguistic, personal, time, and psychological, or the level of student motivation. 
When the exchange program is considered as an independent variable, the authors try to 
demonstrate the effect of a trip abroad on the students’ attitudes, including the role of 
exchange programs as a policy tool for foreign students (Yanik, 2004), how exchange 
programs can help develop skills and learning for students (Farrell & Ollervides, 2005), or 
the students' perceptions of their overall business competence through the implementation of 
exchange programs (Hallows, Wolf & Marks, 2011). 
 
In other words, when authors operationalized exchange programs as a dependent variable, 
their studies help answer our first research question. When exchange programs were 
operationalized as an independent variable, studies results are relevant to answer our second 
research question.  
 
Answers to the research questions 
 
We now present the results of the systematic review for each of the research questions.  
 
Key success factors of exchange programs. 
In order for an exchange program to be successful, it is important to understand the various 
factors that have a direct influence on it. Indeed, there are a number of factors that may have 
either a positive influence or a negative influence. However, so as to answer the research 
questions about the key success factors, we focus only on those that have a positive influence. 
They fall into the following four categories: social, cultural, linguistic and psychological.  
 
Social factors are essential determinants of the course of an exchange program. Several social 
factors were found in the systematic review. First, one can speak of the interaction of the 
student with host nationals. The greater the number of interactions, the more the influence 
will be positive for the students and therefore for their stay abroad. The interaction developed 
by students with the people surrounding them is an essential component in the success of the 
program. Students who are actively trying to socialize and connect with the host nation 
showed a better immersion in culture and in their level of satisfaction in their cultural 
experience (Pedersen, Neighbors, Larimer, & Lee, 2011). However, those interactions take 
different forms according to the students’ culture. For example, French and American people 



HUMAN DEVELOPMENT INDEX AND REGIONAL AUTONOMY:  
DOES DECENTRALIZATION POLICY ACHIEVE ITS GOAL? 

Page 219 of Volume 2 
 

interact differently: the French prefer small groups of people, while the Americans want to 
socialize with many people (Pitts, 2009). Interactions can also create emotional ties since 
they include components such as humor, the role of the group (Fairley & Tyler, 2009), 
anecdotes, advice, or comparisons of two different cultures (Llewellyn- McCabe & Smith, 
2008). These play a positive role on the outcome of the exchange program.  
 
The role of families is also an essential social component for the successful experience of an 
exchange program. The level of student satisfaction vis-à-vis the host family when students 
are placed in a host family, as well as a positive relationship with their own family are 
essential to provoke the satisfaction of the student abroad (Vance, Sibeck, McNulty & 
Hogenauer, 2011). 
 
Cultural factors are related to the understanding that students have of the culture of the host 
country. The five dimensions of cultural differentiation addressed by Hofstede (1980) are 
important. Those dimensions are power distance, uncertainty avoidance, individualism and 
collectivism, the male / female dimension, and short term / long term orientation (Hofstede, 
1980; Rodrigues, 2004). A thorough knowledge of the culture in which students find 
themselves will help them avoid the experience of culture shock (Doherty, Dickmann & 
Mills, 2010). 
 
As students adapt to life in another country, they face many opportunities to integrate into the 
host culture. The process of acculturation is important as it allows foreign students to identify 
with the host culture and further pursue their acculturation if they desire, or it can increase 
their interest in the prospects for future employment in the host country (Jang & Kim, 2010). 
Healthy identification with a foreign culture also helps them avoid being identified as 
"different" or "foreign." 
 
It is also found that the period of stress involved in a first experience abroad can greatly 
reduce a student’s integration into the host culture. If students have already completed an 
international cultural experience, their cultural integration happens faster than in the case of a 
first experience (Chak & Makino, 2010). 
 
As regards linguistic factors, active use of the spoken language of the host country obviously 
has a positive impact on students. Enthusiastically trying to communicate with others allows 
a better interaction with nationals in the host country, and can only be beneficial to the 
acculturation process in which students try to identify with the host culture (Masgoret, 2006). 
This is a key element in relation with the social factors discussed previously because the 
more students interact with others, the more their language level improves. A qualitative 
study showed that only one trimester (three months) was needed to see significant progress in 
writing (Storch, 2009). The language factor is crucial to the success of an exchange program 
since the student will interact in the educational system of the country visited. Courses and 
assessments are often in the language studied and the student may encounter obstacles to 
getting credits transferred because of a language barrier.  
 
As regards psychological factors, students’ motivation directly influences the success of the 
exchange program. Motivation is what leads to satisfaction from different external stimuli. It 
allows students to meet their needs through stimulation which may be money, curiosity, 
power, value, or success (Sanchez, Fornerino & Zhang, 2006). In addition, psychological 
factors are dependent on factors previously studied, i.e. social and cultural, since the degree 
of motivation can be altered by other factors. If students do not identify with the community 
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in which they live, their motivation for success may be affected. Similarly, a bad family 
situation can lessen their motivation. Table 3 sums up these factors. 
 
Table 3 goes here 
 
Impact of exchange programs on students’ attitudes. 
In the articles selected in the systematic review, authors examined the impact of exchange 
programs on students’ attitudes and perceptions in relation to globalization and their cultural 
awareness. Authors found that at the end of the exchange program, students had learned 
about and had had experiences in various fields: the role of the host country in the 
globalization phenomenon, current relations between their country of origin and the host 
country, cultural sensitivity, and personal development (Lumkes Jr, Hallett & Vallade, 2011). 
It is also worth noting that, in addition to the previous improvements, students also gained 
specific knowledge in their field of study, i.e. the business world for business students, or the 
medical field for those in medicine, which differs from one country to another (Green et al, 
2008). Most of the authors agree that students remaining in their home countries will acquire 
information on the theoretical background and general learning techniques of a country or a 
culture, whereas those going through an international exchange program will add a more 
meaningful and important contextualization to that knowledge. Their theoretical learning is 
transformed through active student participation. The example of perceptual differences 
between Americans and Russians shows some discernment on the part of students of their 
respective cultures (Shabalina & Sjoberg, 2010). Exchange programs help students 
understand their role in today's world, and improve their conception of self-identity as well as 
their identity in relation to others (Pitts, 2009). 
 
In addition to what has been stated previously, results of an exchange program on a student’s 
attitudes and perceptions appear rapidly. A radical change is observed in students 
participating in an exchange abroad. They are quickly able to be much more critical towards 
their own country and the outside world, their level of interest in international politics, 
intercultural issues, and cultural cosmopolitanism rises. Thus, exchange programs “develop a 
positive attitude among students towards the culture studied in comparison with their native 
culture” (Carlson & Widaman, 2002).  
 
Integrative conceptual framework 
For clarification purposes, the previous results can be summarized in an integrative model 
showing the success factors of exchange programs and the changes they generate in student 
attitudes. The model appears in figure 2 below.  
 
Figure 2 goes here 
 

DISCUSSION 

We are now in a position to discuss results obtained through the systematic review and 
compare them with the needs and challenges transnational corporations face when they must 
fill international managerial positions.  
 
Literature on international assignments in MNCs shows that selecting the right person for 
such an assignment is difficult. When they are not selected effectively, assignees might return 
home prematurely or fail to meet objectives in other respects, e.g. low performance. 
Premature ending of an international assignment is such a problem that it has often been used 
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as an indicator of the need for MNCs to improve their selection processes (Caligiuri, Tarique 
& Jacobs, 2009). Expatriate failure is a real problem for MNCs as it costs them a lot of 
money. Most authors find these failures and ensuing costs are related to a lack of cross-
cultural competencies in assignees (Johnson, Lenartowicz & Apud, 2006).  
 
In some instances, companies have tried to develop these competencies through in-house 
training. The difficulty is that it is extremely complex for companies to know exactly what 
works or what does not in terms of enhancing cross-cultural competencies, and training 
programs have shown a great diversity in competencies targeted and learning approaches 
(Morrison, 2000).  
 
However, more recently, researches converge on what is needed to succeed in an 
international assignment. It consists in a set of knowledge, skills, aptitudes and others, known 
by the acronym KSAOs. The “other” attributes refer to elements such as motivation 
(Johnson, Lenartowicz & Apud, 2006), and personality traits such as openness, cultural 
flexibility and low ethnocentrism (Caligiuri & Di Santo, 2001). The big five personality 
dimensions, i.e. openness, consciousness, extraversion, agreeableness and neuroticism, have 
also been found to be good predictors of international success (Caligiuri et al., 2009). None of 
the previous KSAOs taken separately is sufficient to bring success. What companies are 
looking for in a prospective international assignee is similar to an attitude that some have 
called “cosmopolitanism”:  
“[…] a state of mind that is manifested as an orientation toward the outside, the Other, and 
which seeks to reconcile the global with the local, and mediate between the familiar and the 
foreign. […] an openness, a willingness to explore and learn from alternative systems of 
meaning held by others” (Levy, Beechler, Taylor & Boyacigiller, 2007). 
Knowing the predictors of international assignment success helps understand why companies 
meet with mitigated success in their attempts to develop their own training programs. They 
would need to focus not only on developing knowledge or skills such as command of a 
foreign language, but also on enhancing traits such as openness. Authors concur that cross-
cultural competencies consequently take time and effort to develop. Their development 
“involves fundamental human transformation” (Mendenhall, 2006). Therefore, didactic 
training could enhance language skills or general knowledge about one’s country of 
destination. Yet it cannot suffice to set such a fundamental change in motion. It also takes 
experiential learning, i.e. experiences abroad, to complete training. However, it comes at a 
cost since: “These experiential interventions tend to be very effective for improving skills and 
abilities, but also tend to be labor, cost and time intensive.” (Caligiuri, 2006)  
Can international student exchange programs provide effective training for future 
internationally assigned employees? They offer a first experience abroad, and in the case of 
some students, several experiences. Such previous experiences are a key factor of success in 
an international assignment (Caligiuri et al., 2009). Exchange programs are also shown to 
improve the capacity to adjust cross-culturally. Cross-cultural adjustment is both a predictor 
of job performance in an international position and a predictor of overall success for an 
international assignment (Caligiuri et al., 2009). Exchange programs increase knowledge 
related to the international situation of the host country and help contextualize that 
knowledge. In addition to what exchange programs allow to improve in terms of KSAOs 
relevant to cross-cultural competencies, our review shows that they can only be successful if 
a number of factors are present. We found that specific social, cultural, linguistic and 
psychological factors are predictors of the success of an exchange program. It follows that 
when an exchange program is considered successful, it means that those factors are present 
and verified in the individual. For instance, individual motivation, language skills, 
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commitment to interacting with nationals in the host country, and capacity to integrate into 
the host culture (acculturation) are predictors of a successful exchange program. In turn, they 
are predictors of a successful assignment abroad (Caligiuri et al., 2009) because they increase 
adaptability and cultural sensitivity (Caligiuri & Di Santo, 2001).  
 

CONCLUSION 

This systematic review has covered key aspects in the subject of exchange programs for 
international students. It is essential to add that our study focused on short-term stays, for a 
period between three weeks and eight months. It addressed two initial research questions, 
which were to know the factors of success of exchange programs, and the impact of these 
programs on the students’ attitudes. The success factors of exchange programs that we 
identified can be classified into four categories: social factors, cultural factors, linguistic 
factors, and psychological factors. Among the factors most cited by the authors of the 
articles, the cultural and social factors are those that have a greater influence on the success 
of exchange programs, including the process of acculturation and social integration in the 
host country, which are widely discussed. The most important impact on students’ attitudes 
was certainly that they increase students’ sense of self-identity and identity in relation to 
others. Finally, we discussed those results by comparing them to needs and challenges that 
MNCs face when they need to fill an international position. We found that there was a strong 
consistency between the success factors of an exchange program and that of an international 
assignment as well as between the outcomes of a successful exchange program and the 
competencies needed for an international assignment.  
 
We are thus in a position to conclude that international student exchange programs are an 
effective and efficient way to train future international assignees. They do so by providing 
both didactic and experiential training previous to recruitment. By selecting students with a 
successful history of studying in one or more foreign countries, MNCs improve their chances 
of selecting people who are fit to be assigned abroad and keep training costs in control  
A future research avenue would be to design a study in order to verify empirically whether 
students who took part in one or more international exchange programs prove to be 
productive international assignees. Another future avenue regards the geographical area of 
interest of empirical studies conducted on exchange programs. This study found that the 
majority of authors come from or are affiliated with universities located in the global North 
and focus on that geographical area (United States, Australia and Western Europe with the 
exception of China). It would be interesting to research studies conducted by authors 
affiliated with universities in the global South, to enrich and broaden the scope of the subject 
matter. It is all the more relevant that researchers expand their area of interest to those 
countries because companies which recruit students for future international management 
positions usually do so with developing and transition countries in view. More research is 
thus needed to ascertain that the success factors for international student exchange programs 
in the North are still valid in the South or to determine if transitional and developing 
economic contexts call for a nuanced understanding.  
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Figure 1: Selection process of articles 
 
 
 
 
 
 

1,108 articles retrieved 
from databases 

795 articles excluded after 
narrowing searches 

319 articles kept 

208 articles excluded after 
reading abstracts 

105 remaining articles 

53 articles excluded after 
thorough reading +  

1 article excluded for 
technical reasons

51 articles included in the 
review 
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Table 1: Distribution of articles by geographical area of interest 
Region Country Number of articles Percentage 
Asia  14 19,18 
 China 9 12,33 
 Turkey 1 1,37 
 Russia 1 1,37 
 India 1 1,37 
 South Korea 1 1,37 
 Japan 1 1,37 
North America  29 39,73 
 United States 25 34,25 
 Mexico 2 2,74 
 Canada 2 2,74 
South America  1 1,37 
 Brazil 1 1,37 
Europe  14 20,55 
 France 3 4,11 
 Spain 2 2,74 
 Greece 1 1,37 
 UK 5 6,85 
 Finland 2 2,74 
 Benelux 1 1,37 
 Sweden 1 1,37 
Oceania  9 12,33 
 Australia 8 10,96 
 New-Zealand 1 1,37 
Africa  1 1,37 
 Namibia 1 1,37 
No geographic area 
of interest 

 4 5,48 

TOTAL  73* 100 
* The total number of articles here (73) exceeds the number of articles in the review (51) 
because a single article may deal with several countries. 
 
Table 2: Methods used 
Research method used Nb of 

articles 
% 

Questionnaires 39 61 
Interviews 18 28,1 
Case studies 4 6,2 
Theoretical 3 4,7 
Total 64 100 
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Table 3: Factors influencing the success of an exchange program 
Social factors  Social interaction with the host country  

Role of group 
Role of the family home and host 

Cultural factors Cultural differentiation 
Acculturation process  
Cultural experience already lived 
Culture Shock 

Linguistic factors Degree of learning  
Academic validation 

Psychological factors  Motivation 
Identity 

 
 
Fig. 2: Integrated conceptual framework 
 
  

Linguistic 
factors 
- Degree of 
learning 
- Academic 
credits 

Cultural factors 
- Cultural 
differentiation 
- Process of 
acculturation 
- Cultural 
experience 
already lived 
- Culture shock

Social factors 
- Social 
interaction with 
the host country 
- Role of the 
group 
- Role of the host 
family and home 

Psychological 
factors 
- Motivation 
- Identity 

Success of the exchange program

Satisfaction / Student attitude

An appendix containing bibliometric information about the articles 
included in the systematic review is part of this paper but is omitted 
for space considerations. It can be had from the authors on request. 
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HUMAN DEVELOPMENT INDEX AND REGIONAL AUTONOMY: 

DOES DECENTRALIZATION POLICY ACHIEVE ITS GOAL?  
 

Abstract 

The main focus of this study is to address the questions of whether (1) the human 
development improves after regional autonomy implementation and (2) how far the 
improvement takes place. We use panel data over the period of 2004-2011 in the case of 
regency/municipality in West Papua and Papua provinces. By using elementary inferential 
statistics, we found that the HDI varies across regency/municipality and the disparity tends to 
increase after the regional autonomy implementation. We also found that there is no 
significant HDI improvement between pre- and post-regional autonomy implementation. 
Those results suggest that the implementation of regional autonomy cannot increase the 
human development neither strengthens the federation by creating harmony among the 
regencies/municipalities. Those findings imply to need to reform regional autonomy and 
fiscal decentralization policy in both provinces. 
 
Keywords: fiscal decentralization, human development, regional autonomy 
 

INTRODUCTION 
 
Fiscal decentralization is considered one of the essential tools to improve the economic 
growth, efficient public service delivery, and better infrastructure in the case of developing 
countries. The social sector service delivery is efficiently addressed by the decentralization. It 
is commonly argued that the devolution of powers and functions may remove the obstacles to 
government decision making and implementation process (Meager 1999).  
 
Papua and West Papua provinces provide a uniqueness to access the impact of fiscal 
decentralization on economic growth, in particular, and social welfare in general. According 
to Act No. 21/2001 and then revised by the Presidential Decree No. 1/2008, they are labeled 
special autonomy regions, which it implies those provinces receive a substantial amount of 
the fund from central government especially allocated to develop themselves.  
 
The problems that arise nowadays are the local governments too much rely upon 
intergovernmental transfer in order to finance their routine and development expenditures 
(Kang & Setyawan, 2012). On the other hand, the large amount of the fund does not 
significantly improve the socio-economic conditions. In 2009, for example, most of the 
regency/municipalities in Papua and West Papua provinces have the lowest income per capita 
(BPS, 2012).   
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Many studies concerning the impact of fiscal decentralization on regional income growth 
either in developed countries or emerging countries (Zhang and Zou, 1998; Davoodi and Zou, 
1998; Lin and Liu, 1999; Xie, Zou, and Davoodi, 1999; Atsushi, 2004) and poverty reduction 
through public spending (Bird and Rodriguez, 1999; Boex et al., 2006; Von Braun and Grote 
2002) seem to have become the received wisdom.  
 
In general, however, they emphasized per capita income as a basis analysis. The use of per 
capita income as a measurement of economic development or in a broader sense, social 
welfare has been long time criticized. Sen (1999), for example, suggested redefining of the 
goals of development by bringing in human capabilities at the centre is a major shift from the 
traditional welfare economics that conflates human welfare with either opulence or utility. 
Human development has been defined as enlarging people’s choices in a way, which enables 
them to lead longer, healthier, and fuller lives.   
 
The current issue is therefore centered on the extent to which the various degrees of fiscal 
decentralization adopted in different countries have influenced human development, 
especially in a third-world country like Indonesia. This paper would like to analyze whether 
the human development has been improving after regional autonomy implementation in the 
case of regency/municipality in Papua and West Papua provinces. The rests of this paper are 
organized as follows. The next section will explore the theoretical consideration and previous 
empirical studies. This is preceded by delivering research methodology. The results and 
discussion are reported in the fourth section. Finally, the concluding remarks are drawn. 
 

LITERATURE REVIEW 

Traditionally, human development is not directly a theoretical rationale for decentralized 
public finances. Recently, the fiscal decentralization literature has attempted to provide 
blanket theoretical justification for human development via the efficiency of government 
through jurisdictional allocation of resources. This new school of thought deals with 
"understanding which functions and instruments are best centralized and, which is best placed 
in the sphere of decentralized levels of government" (Oates, 1999).   
 
The back-up rationale for the above assertion is two fold: sub-national governments are 
adjudged to have the informational advantage over the central government as regards the 
needs, tastes and preferences of the local populace (Thieben 2001), and if households are 
mobile, individuals can “vote by foot” to jurisdictions that produce outputs that best align 
with their tastes and preferences, thus increasing the potential gains from decentralized 
provision and delivery of public goods and services (Tiebout 1956).   
 
The decentralized provision of public goods and services encourages jurisdictional 
competition and thus enhances efficiency. Thus, decentralization may encourage innovations 
as jurisdictions are (to a great extent) autonomous to adopt new approaches to public policy 
decisions (Oates 2006). Clearly fiscal decentralization is more likely to breed allocative 
efficiency and accordingly improve the welfare of the people through efficient service 
delivery and the matching of expenditure assignments with preferences. 
 
Sepulveda and Martinez-Vazquez (2011) distinguish between direct and indirect effects of 
fiscal decentralization on poverty and income inequalities. Direct effects are those in which 
poverty or income inequalities are altered because of changes that the fiscal decentralization 
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processes impose on public policies or on the behavior of relevant economic agents. In 
contrast, the indirect effects are transmitted by a number of socio-economic factors that are 
likely to be affected by the fiscal decentralization process, and that in turn can influence 
poverty and the distribution of income.  
 
Empirically, there are many studies observed the relationship of fiscal decentralization and 
social welfare in developing countries. Kiran (2005) studied the gains of decentralization at 
state-level in India. The results show that the decentralization has the positive effect on the 
standard of living of residents of the state. Further he includes many social variables like 
spending on the education and health to find out the impact of decentralization on the social 
sector and the benefits vary from state to state but fiscal decentralization has overall positive 
effect on the economic growth at the expense of regional disparity.   
 
Halder (2007) measures the fiscal decentralization in Tanzania by three different measures: 
expenditure ratio, revenue ratio and composite ratio while the last ratio has a more 
explanatory power than the previous two. All the measures of decentralization have the same 
results that the fiscal decentralization has positive correlation with HDI, life expectancy, and 
GDP while negative correlation with infant mortality rate.   
 
Elhiraika (2007) studies the impact of fiscal decentralization on the public service delivery 
basic focus is on the sub-national governments’ autonomy measure by own-source revenue in 
Spain. He finds that the provincial own-source revenue is negatively related to the health 
expenditure as the health service is assumed to be the responsibility of central government 
but positive relationship with per-capita income that means if the population gets richer the 
provincial government will allocate more resources to health, but the result is contradictory. 
Education demand is also found insignificant to the changes in intergovernmental grants.   
 
Habib et al. (2003) found positive impact of fiscal decentralization on health and education 
among the provinces of Argentina. He observes that the disparity in educational output and 
infant mortality rate between high and low income provinces decreases significantly due to 
rise in per-capita health and education expenditure in the low income provinces. Abay et al. 
(2001) tests empirically the impact of fiscal decentralization on the rural mortality rates in 
India. He found the statistically significant negative relation between fiscal decentralization 
and infant mortality rate. 
 
In the context of Indonesia, the related studies in this area are limited. Kuncoro (2008) 
analyzed municipality regional income convergence in the pre- and post-fiscal 
decentralization periods. He used de-concentration fund as the explanatory variable. He 
found a little evidence on the effect of fiscal decentralization on income redistribution. 
Surprisingly, tax and non-tax sharing revenues are effective to reduce regional income 
disparity. 
 
Badrudin (2011) observed the socio-economic effect of fiscal decentralization in Central Java 
province. Using path analysis, he found that fiscal decentralization has no significant effect 
on capital expenditure; fiscal decentralization has a significant effect on economic growth 
and social welfare; capital expenditure has no significant effect on economic growth and 
social welfare; and economic growth has a significant effect on social welfare. 

 

METHODOLOGY 
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The robustness of such a conclusion may be empirically questionable, especially in a facts 
and figure's scenario of country-based and comparative public policy analysis. In a broad 
sense, there abounds with literature on fiscal decentralization but a few on its impact on 
human development, scanty country-based quantitative/empirical examination and none 
examined the peculiarity of the Indonesian situation. Thus, the empirical examination of the 
impact of fiscal decentralization on human development is still at a preliminary stage of 
evaluation; hence, there is room for further work. 
 
Instead of constructing a complicated econometric model which required comprehensive data 
(something rarely in developing country), we prefer to use simple analytical tools merely 
based on available data. This paper uses the human development indexes (HDI) as the 
measure of social welfare. The HDI is a rather composite index comprises per capita income, 
health (life expectance), and education (school attendance). It ranges from 0 to 100. Beyond 
the weaknesses and criticisms, the index might measure relatively better.  
 
Originally, the HDI was created by an economist Mahbub Ul Haq, followed by the economist 
Amartya Sen in 1990 and then adopted by UN. Each year, the United Nations Development 
Program member states are listed and ranked according to the computed HDI. Since 1996, 
Central Board of Statistics of Indonesia has been adopting the method to construct HDI for 
regency/municipality and province throughout Indonesia. 
 
To analyze the difference HDI across year and region partially, we use one-way analysis of 
variance (ANOVA). The method is also used to evaluate the HDI differences between pre- 
and post-regional autonomy periods. The result of one-way ANOVA will be similar with that 
of a paired mean difference to compare two sets of measurements to assess whether their 
population means differ: 

         
t-stat = -------------          (1) 
  [  /  n ] 
where  is mean,  is standard deviation, and n is sample size 

 
Furthermore, to access the HDI differences across year and region simultaneously, we use 
two-way ANOVA. It is used to investigate whether there is mean difference among three or 
more population groups. In this case, the two-way ANOVA will analyze two factors (inter-
period and inter-locality).  
 
Mathematically, variance is the squared differences of values and its average, which could be 
decomposed from the differences of total average and column or row average. The first 
variance is sum of square total (SST). The second variance is sum of square columns (SSC) 
and/or sum of square rows (SSR). To get SST, the differences of each values and its grand 
mean value (μt) are squared. 
 

SST = Σ [Xi – t]2           (2) 
 
To get SSC, the differences of each column values and the corresponding column mean (μc) 
and the same logics is applied to get SSR. 
 

SSC = Σ [Xi – k]2;   SSR = Σ [Xi – r]2     (3) 
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Therefore, sum of square error (SEE) is the rest of two variances gotten. 
SSE = SST – SSC – SSR         (4) 

 
Each variance values must be corrected by its degree of freedom. SST values are divided by 
n-1, SSC values are divided by C-1, SSR values are divided by R-1, and SSE values are 
divided by [(C-1)(R-1)]. In this stage, ANOVA is run by comparing column and row 
variances to undefined variances: 
              SSC/(C–1)                             SSR/(R–1) 

F-stat (1) = ------------------------- ;  F-stat (2) = --------------------------   (5) 
        SSE / [(C-1)(R-1)]          SSE / [(C-1)(R-1)] 
n = number of data; C = number of columns; R = number of rows 

 
This study utilizes regencies/municipalities HDI data of Papua and West Papua provinces 
throughout the period of 2004 until 2011 with the total of 29 and 11 regencies/municipalities 
respectively. Due to the altered number of regions in both provinces during the study period, 
the samples utilized in this study are the regions that meet the following criteria: (a) 
regencies/municipalities that already existed and not experiencing changes (division, 
unification); and (b) the associated regencies/ municipalities have the complete required data.   
 
Referring to those above criteria, there were only 267 sample points as the sample in this 
study. All the data are taken from Bappenas (National Development Planning Agency, 
http://www.bappenas.go.id) and compiled with data from Central Board of Statistics 
(http://www.bps.go.id) and General Directorate of Fiscal Balance, Ministry of Treasury 
(http://www.djpk.depkeu.go.id/).   
 

RESULT AND DISCUSSION 

Figure 1 presents the average of HDI for West Papua and Papua provinces respectively. It is 
notable that in all period, the average of HDI in West Papua was higher than that of Papua. 
The HDI was increasing consistently since 2004. The highest value of HDI average was in 
2008 when the regional autonomy policy was begun and then declined sharply in the 
preceding year. After that, the HDI increased gradually. Overall, the HDI in both provinces is 
less than other provinces in Indonesia (BPS, 2011). 
 
[”Figure 1 goes about here”] 
 
[”Figure 2 goes about here”] 
 
Figure 2 reports the coefficient of variation (CV) of HDI for both provinces respectively. The 
coefficient of variation (standard deviation to mean ratio) indicates the degree of variability. 
The higher CV, the higher variability. It is notable that CV for Papua was greater than that for 
West Papua implying that the higher disparity existed in Papua province. Surprisingly, the 
lowest CV was in 2008 and increased in the following years.  
 
Comparing Figure 1 and 2, it offers an interesting result. The higher value of HDI average is 
followed by the lower CV. In contrast, the lower HDI average is accompanied by the higher 
CV. This visual inspection raises a preliminary hypothesis that the regional autonomy could 
not improve the human development and the disparity of HDI across the region tend to be 
persistent. We will check more deeply later again.  
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Table 1 delivers the result of one-way ANOVA test confronting HDI at regency/municipality 
level in West Papua and Papua provinces. The F-stat value is 39.267 far enough from the 
suitable F-table at 5 percent confidence level or even lower. Given this, we can say that there 
is s significant difference between HDI in West Papua and Papua Provinces. This result is in 
line with visual analysis as found from Figure 1.  
 
[”Table 1 goes about here”] 
 
[”Table 2 goes about here”] 
 
 
Table 2 breaks down the HDI partially into period and region for each province. For both 
provinces, there were significant differences across year and region. The F-stat (1) and F-stat 
(2) values for both provinces respectively are greater than the suitable F-table at 5 percent or 
even lower confidence level.  
 
It seems that some regions that already have the higher HDI tend to be higher over time. On 
the contrary, some regencies/municipalities that already have the lower HDI tend to be lower 
over time. In other words, the HDI disparity is persistent. Other things being equal, this is 
harmful for socio-economic conditions in the future. Nevertheless, this finding is in line with 
Abay et al. (2001) in the case of India. 
 
In general, HDI in West Papua is higher than in Papua. Recall that the regional autonomy was 
implemented earlier in Papua province. Based on that fact, we conclude that the revised 
regional autonomy policy for West Papua province in 2008 was relatively more successful 
compared to Papua province in terms of public goods/services provision, especially health 
and education. This is tentatively challenged to the result of Halder (2007). 
 
However, there was no evidence of the improvement of HDI within each province. Table 3 
presents the one-way ANOVA test results from West Papua and Papua HDI between pre- and 
post-regional autonomy periods using 2008 as the breaking point. Again, the F-stat values are 
less than the suitable F-table at 5 percent confidence level. When we combine all regions in 
both provinces, the one-way ANOVA test provides the same result suggesting that there was 
no difference of HDI improvement. 
 
[”Table 3 goes about here”] 
 
Refer to the previous studies in the context of Indonesia (Kuncoro, 2008 and Badrudin, 
2011), it can be explained as follows. The fiscal decentralization in the form of the regional 
autonomy fund has no significant effect on capital expenditure primarily allocated in health 
and education. Consequently, the capital expenditure has no considerable effect on economic 
growth and social welfare. The economic growth is supported rather by private expenditure 
and de-concentration fund. 
 
The ineffectiveness of regional autonomy to improve socio-economic condition could be 
caused by several factors. Jutting et al. (2004) argued that it might be characterized by weak 
institutions and political conflicts. Eventually, the fiscal decentralization could actually make 
matters worsened. According to Fjeldstad (2001), fiscal decentralization is worsened in the 
prevailing economic condition due to the high corruption, poorly defined taxes, and distortion 
in public service. He suggests a need of restructuring, capacity building, and improving the 
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integrity of the system otherwise decentralization will result in mismanagement and high 
corruption. 
 
Another possibility is that the regional autonomy is in the preliminary stages. Consequently, 
the socio-economic impact cannot be identified yet within four years. Refer to Sepulveda and 
Martinez-Vazquez (2011), it could happen because the direct effect is less than an indirect 
effect. Unfortunately, the latter takes place only in the long run, which cannot be captured in 
the short run as done in this paper. However, it could be immediate identified if the central 
government intervenes to reform budgetary allocations. 
 

CONCLUSION 
 
This paper analyzed the configuration of social welfare in the special autonomy region, i.e. 
Papua and West Papua provinces. The study employed secondary data published by formal 
institutions focusing on data at regency/municipality. The motivation of this paper is 
triggered by the fact that local public expenditure has already decentralized to local 
government. The large amount of fund and discretionary expenditure stimulate the need to 
examine the effectiveness of the regional autonomy policy implementation across the region. 
 
This paper adopts elementary inductive statistics to evaluate the persistence of social welfare 
disparity. We found that the social welfare measured by HDI varied simultaneously across 
region and across year implying the persistence of social welfare disparity. However, the 
absolute HDI in West Papua was higher than that in Papua provinces and the variability of 
HDI in West Papua was lower than that in Papua provinces. 
 
With regard to the fiscal decentralization, we found that there is no significant improvement 
of HDI. The average values of HDI in pre- and post-regional autonomy periods were 
relatively the same. We conclude that the regional autonomy policy fails to boost social 
welfare in both provinces. We guess that the fiscal decentralization in the form of the regional 
autonomy fund has no significant effect on capital expenditure primarily allocated in health 
and education. Consequently, the capital expenditure has no considerable effect on economic 
growth and social welfare. 
 
Refer to those findings, we suggest that local governments need to improve discretionary 
operating and capital expenditures at the local level, such as prioritize their expenditures and 
sharpen them – into soft and hard infrastructures. Furthermore, the study leads to the 
recommendation to improve local business environment, such as streamlining local 
regulations and reducing harmful local taxes and user charges to attract investors. The local 
governments also should improve the budget composition as well as enforce the expenditure's 
efficiency. Last but not least, it needs to reform regional autonomy and fiscal decentralization 
policies in both provinces.   
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Figure 1 
Average of HDI 

 
 
 

 
 

Figure 2 
Coefficient of Variation of HDI 
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Table 1 

One-Way ANOVA Test Result of HDI 
Across Regency/Municipality in West Papua and Papua, 2004-11 

 Sum of Squares df Mean Square F Sig. 

  Between Groups 2628.436 1 2628.436 39.267 .000

  Within Groups 17738.406 265 66.937   

  Total 20366.842 266    

 
 

Table 2 
Two-Way ANOVA Test Result of West Papua and Papua HDI 

Across Regency/municipality and Year, 2004-11 

  West Papua Type III Sum 
of Squares df Mean Square F Sig. Source 

  Region Hypothesis 2034.667 10 203.467 557.915 .000

Error 21.881 60 .365   

  Year Hypothesis 255.412 7 36.487 100.050 .000

Error 21.881 60 .365   

 

  Papua Type III Sum 
of Squares df Mean Square F Sig. Source 

  Region Hypothesis 15288.649 28 546.023 1240.009 .000

Error 67.372 153 .440   

  Year Hypothesis 323.664 7 46.238 105.005 .000

Error 67.372 153 .440   

 
Table 3 

One-Way ANOVA Test Result of West Papua and Papua HDI 
between Pre- and Post-Regional Autonomy Periods 

  West Papua Sum of Squares df Mean Square F Sig. 

  Between Groups 60.138 1 60.138 2.154 .146

  Within Groups 2122.026 76 27.921   

  Total 2182.164 77    

 

  Papua Sum of Squares df Mean Square F Sig. 

  Between Groups 14.525 1 14.525 .175 .676

  Within Groups 15541.717 187 83.111   

  Total 15556.242 188    
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Abstract 

This paper addresses two questions: What are the determinants of FDI location choice in 
China? Which factors determine investors’ choice between SEZs, OCCs and ETDZs on one 
hand, and the other economic zones and cities on the other hand? Based on a data set of 1218 
observations, the results of the binary logit regressions indicate that various factors explain 
the location choice of FDI in China, which differ by country of origin and activity sectors. 
Overall, the results show that the protection of intellectual rights, the agglomeration 
economies, the investments in education and the GDP of the region affect the location choice 
of FDI. These results can be used by policy-makers to divert FDI from coastal to inland 
regions. Finally, the last part of the paper derives, from the obtained results, implications for 
future research and theory building. 

 
Keywords: (FDI; location choice; policy; China; foreign investment) 

 
Introduction 

Research on foreign direct investment (FDI) has attracted much attention since the 
publication of seminal work of  Dunning (1988) as well as publication in recent years from 
scholars from multiple disciplines (Girma et al., 2005; Bitzenis, 2006; Das and Pant, 2006; 
Xing and Wan, 2006). Many factors have been identified as determinants of FDI. Companies 
face enormous challenges to choose a location out of 193 countries in the world and 
particularities of each of these possible host countries. The list of determinants include among 
others relative wages and income convergence (Choi, 2004), GDP of the host country 
(Shapiro and Globerman, 2003), labor market (Giulietti et al., 2004; Janicki and Wunnava, 
2004), intellectual property rights protection (Wu, 2000; Javorcik, 2004), etc. China, the most 
populous country in the world, has experienced a dramatic increase in FDI inflows since the 
adoption of the “open-door” policy in late 1978.. The creation of a wide range of export 
promotion zones, technology parks and special economic zones offering different types of 
incentives made foreign investments soar to unreached levels. China become the largest 
receiver of the FDI among the emerging countries (WIR, 2012). To confirm their interest, a 
growing attention from scholars in international business has been directed to the study of the 
determinants of location choice in China and empirical studies using both disaggregate and 
aggregate approaches have flourished in the 1990s and 2000s and continuing till now 
(Mataloni, 2011; foster, 2011) . Factors including infrastructure, labor quality, agglomeration 
effects, GDP and education have been identified across studies as determinants of location 
choice of FDI. Cultural and geographical proximity have also been identified as affecting 
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investors’ behavior and country of origin has been found to influence foreign investors’ 
location choice.  

 
The provinces in China are classified into three regions: Eastern, Central and Western. The 
distribution of FDI among China’s regions remains asymmetrical showing a marked interest 
of investors for accessible Eastern region, especially the traditional industrial centers among 
the 14 coastal cities and the Special Economic Zones (SEZs) in Shenzhen, Zhuhai, Shantou, 
Xiamen, and Hainan. The policies developed by the Chinese government in the late 1970s 
and in the 1980s favored the Eastern region over the Central and Western regions in China 
and created enormous regional development differences between coastal and inland cities 
even though statistics showed that the number of foreign enterprises in inland provinces 
increased by tenfold and investment values increased by more than 20 times (Luo and 
O’Connor, 1995) in the 1990s. The sectoral distribution of FDI shows that agriculture has 
received very little FDI inflows. On the other hand, the service sector, particularly real estate, 
has generated huge amounts of investments in the 1980s. However, since 1987, policies were 
developed to discourage investments in the service sector in favor of the industrial sector 
(Wu, 1991). In this regard, Xu (1992) confirmed in his study that, since 1988, sectoral 
distribution of FDI in China has favored the industrial sector and discouraged investments in 
the service sector. FDI in china is usually directed to secondary industries like utilities, 
manufacturing, and property development, while the primary sector attracts about one fourth 
of the total FDI. 

 
The Special Economic Zones (SEZs) and the Open Coastal Cities (OCCs), as being the first 
economic zones created in the late 1970s and early 1980s, still attract FDI even with the 
fierce competition faced from other economic zones such as FTZs and the He Xie or harmony 
policy in the 11th five-year plan (Foster, 2011). In this paper, we argue that the probability 
that foreign investors choose an SEZ, OCC or ETDZ – a more specialized type of economic 
zone- as a potential location for their investments instead of other forms of economic zones 
or cities is determined by a set of location choice variables. As an example, the probability 
that FDI goes to coastal regions, SEZs and in ETDZs is hypothesized to increase when 
agglomeration economies increase, adding to the list of incentives already offered to foreign 
investors by these economic zones. At the opposite, chances that FDI be directed to other 
economic zones and cities will increase if land price increase as fewer incentives will be 
offered to investors in SEZs, OCCs and ETDZs. A complete set of hypotheses will be 
developed later in the paper. The objectives of the article are twofold: 1) To study the 
determinants of FDI location choice in China; 2) To use the obtained results to draw 
recommendations for policy-makers to boost FDI inflows in inland regions in China.  This 
paper addresses two questions, namely: What are the determinants of FDI location choice in 
China? Which factors determine investors’ choice between SEZs, OCCs and ETDZs on one 
hand, and the other economic zones and cities on the other hand? The paper is organized as 
follows: In a first part, it introduces the different economic zones in China and analyzes, 
using the literature in international business as a source, the different determinants of location 
choice in general and in China in particular. The hypotheses are delineated at the end of the 
first part of the paper. The second part deals with the empirical aspects of the research. It 
introduces the methodology and data used, the measures of the dependent variables, the 
descriptive statistics and finally the results of the logit models. The third and last part of the 
paper is dedicated to the analysis of the results and to the discussion of their implications. 
The limitations of the study and some suggestions for future research are presented in the last 
section of the article.      
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China’s Economic Zones 
Economic reform, pro-active policies and creation of various kinds of economic zones with 
interesting incentives and accession to the WTO have attracted many foreign direct investors 
to Chinese special economic zones. A series of incentives were provided to encourage FDI 
including a two-year tax holiday that was granted to foreign subsidiaries on the first two-
years of profitable operations while the third to fifth years of profitability were taxed at 50% 
of normal rates. The creation of these special economic zones boosted undeniably the flow of 
FDI but difficulties still existed as the infrastructure didn’t meet at that time the international 
standards, workers productivity remained very low in comparison with international 
standards and bureaucracy increased the transaction costs faced by foreign investors. The 
scope of these economic zones was broadened to become open economic cities known as 
Open Coastal Cities (OCCs) (Zhou et al., 2002). The Open Coastal Cities list includes Dalian, 
Qinhuangdao, Tianjin, Yantai, Qingdao, Lianyungang, Nantong, Shanghai, Ningbo, 
Wenzhou, Fuzhou, Guangzhou, Zhanjiang, and Beihai. Even though several of these Open 
Coastal Cities posses better infrastructures than SEZs, they do not, in general, enjoy the same 
tax incentives and status than SEZs. Foreign enterprises located in these economic zones 
generally paid a national profit taxes at rates of 24 to 30% while those in SEZs paid as low as 
15%. Similar differences existed in other areas such as exemptions and reductions of profit 
taxes, import duties, and land use fees (Cheng and Kwan, 2000; Zhou et al., 2002).  
 
While these economic zones and open cities are in their majority located on the coasts, the 
Chinese government, to encourage the creation of specialized zones, introduced the New and 
High Technology Industrial Development Zones (NTZ) along with the creation of another 
type of zone labeled Economic and/or Technology Development Zones (ETDZs). Another 
type of economic zone labeled Free Trade Zones (FTZ) or Tax Protection Zones whose focus 
was to foster international commerce (Zhou et al., 2002) by removing or reducing import 
duties and import quotas and changing the tax structure to foster the development of local and 
foreign businesses was also created. For the sake of comparison, ETDZs are quite different 
from SEZs and OCCs as they only cover a small area within cities and that only this small 
area will enjoy a preferential policy compared to the city wide coverage of SEZ or OCC 
economic zones. ETDZs also differ from SEZs as administrators within an ETDZ have more 
freedom to issue preferential policies. The focus of ETDZ is also somewhat different from 
SEZs as ETDZs focus on enhancing the competitiveness of specific industries by 
emphasizing the development of productive capabilities and technology research while 
prioritizing infrastructure development and the provision of energy and communications (Jia, 
1994). Special Economic Zones (SEZs), meanwhile, have for objective to encourage export 
oriented investments. According to Beamish and Wang (1989) and Haytar and Han (1997), 
SEZs and OCCs were the most prominent in FDI attraction during the 1980s. Beamish and 
Wang (1989) reported that these economic regions attracted 65.6 percent of the total amount 
of FDI in China. However, the share of FDI in these areas, particularly in SEZs, declined 
since the 1990s (Goddard, 1997; Hayter and Han, 1997). The creation of other types of 
economic zones, especially ETDZs, fueled the decline of FDI invested in SEZs and fierce 
competition in terms of incentives has led the share of FDI invested in SEZs to sharply 
decline from its 90% pick in value registered in the late 1980s. At that moment of time, 
investors had few viable alternatives other than the 19 open cities (5 SEZs and 14 OCCs). 
This decrease in investments in SEZs can also be explained by the policies adopted by the 
Chinese government to encourage investments in inland zones and cities. In today’s context, 
the availability of multiple incentives and attractions  along with development of the 
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infrastructure and inland oriented pro-active policies beyond the coastal regions and special 
economic zones further complicates the location choice for the incoming FDI in China, 
That’s where the importance of current study. 
 
The Determinants of Location Choice and hypothesis development 
Rise of fragmented production and Global value chain have contributed to perennial interest 
of location choice for multinationals by the scholars in international business and 
international economics. Dunning (1988) argued that multinationals have been revaluating 
their global production strategies following the rapid changes taken place in the advanced 
emerging countries. He has developed a typology for multinational companies in choosing 
foreign locations: (1) natural resource seeking, (2) market seeking, (3) efficiency seeking, and 
(4) strategic asset seeking. He identifies ways how multinationals can reap benefits by 
pursuing of these strategies. Depending of type of objectives for internationalization, 
multinationals will choose to invest in a particular place if it founds the attributes they are 
looking for. The location choice must provide foreign investors a competitive advantage and 
it must be more profitable to invest in that location than in others (Coughlin et al., 1991). 
Analyzing the determinants of location choice in China can help understand the impacts of 
Chinese economic policies and help design specific regional and local policies to attract FDI 
from a specific country of origin. Study of the determinants of location choice has increased 
in popularity these recent years and an increasing number of studies has been undertaken to 
empirically analyze the influential factors on the location choice by foreign investors in the 
Chinese context. While earlier studies on FDI in china focused on its volume and sectoral 
characters (e.g. Zhang, 1994; Schroath et al., 1993; Cheng and Stough, 2006), only few of 
them did take into account the impact of the country of origin on the location choice of 
foreign investors. Schroath et al. (1993) argued that cultural and geographical factors play an 
important role in the spatial concentration of FDI. Qu and Green (1997) suggested that the 
country of origin determines the location choice and demonstrated that FDI from USA, 
Japan, and European countries is interested in city sizes, consumption levels and 
infrastructure in its location decisions (Cheng and Stough, 2006). He (2003) concluded, in the 
same vein, that Japanese investors have special location preferences compared to other 
investors while FDI from Hong Kong is generally sensitive to geographical and cultural 
proximity. Agglomeration economies are also a significant factor in the location decisions of 
FDI in china as FDI usually follows the patterns of prior FDI stock (Broadman and Sun., 
1997; Wei et al., 1999). As a matter of fact, investors from the U.S. and Europe seem to be 
more pragmatic in their location choices than their counterparts, preferring high labor 
productivity and strong local economic basis to other factors or determinants.  

 
Empirical studies on the location determinants of FDI in China used both aggregate and 
disaggregate methodologies and their applicable FDI data sets. In the aggregate approach, 
ordinary least square (OLS) method is generally used and assumes that FDI stocks are 
normally distributed across cities and provinces and that the city or the province is able to 
accumulate any specific volume of FDI in any year and over years (Cheng and Stough, 
2006). In the disaggregate approach, each individual firm or observation is examined against 
observable location characteristics. Aggregate studies have shown that factors such as 
transportation and communication infrastructure, market size, and policy incentives are 
important determinants at the city level (Gong, 1995; Zhao and Zhu, 2000). At the provincial 
level, similar findings including positive effects of infrastructure, market size and policies 
(Fu, 2000; Fung et al., 2002; Sun et al., 2002) have been identified as determinants of FDI. In 
the same regard, agglomeration economies have been concluded as a significant factor to 
attract FDI at both city and provincial levels. Studies have also shown that location decisions 
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may vary over time. In china, market size and transportation conditions were found to play an 
increasingly important role in attracting FDI from 1987 to 1998 (Zhang, 2001), while as 
noted previously, the influence of opening up policies has decreased over time (Hong, 2007). 
While there is a consensus from different empirical studies on the variables that influence 
location choices of FDI such as labor, cost, skilled labor, agglomeration effects and 
government policies, it is proven that the capacity of a city or province to compete effectively 
through the creation of a sustainable competitive advantage and to drain significant flows of 
FDI depends on the linkages between education, government and industry that encourage in 
the long run the development of new activities in the region, leading to innovation and further 
investments (Porter and Stern, 2001). Bhagwati and Srinivasan (1983), and Sun et al. (2002) 
found, in that regard, a correlation between investments in scientific research and FDI flows. 
The effects of patent protection on foreign investment (FDI) remain, however, ambiguous. 
Table 1 summarizes the major determinants of FDI location choice in China from a selected 
list of recent empirical studies in international business. 

 
Table 1 –here- 

 
Labor cost 
The effects of labor cost on the location choice of FDI in china are divided. High labor costs 
has been found to be a deterrent to FDI in some studies (Belderbos and Carree, 2002; Cheng 
and Kwan, 2000; Fung et al., 2002; Wei and Liu, 2001). Baghwati and Srinivasan (1983), 
Coughlin et al. (1991) and Wang and Swain (1995) in their respective studies also found a 
correlation between wage and labor cost. Broadman and Sun (1997), Chen (1996), and Head 
and Ries (1996) all found a statistically insignificant correlation between the location of FDI 
and labor cost. Zhao and Zhu (2000), who argued that wage levels need to be linked to 
productivity levels and not considered in absolute terms, found a positive correlation between 
high labor costs and FDI attraction. High wages can be interpreted as a sign of high labor cost 
or a sign of skilled and quality labor force. The argument developed by Zhao and Zhu (2000) 
has been followed by Cassidy (2002) and Wei et al. (1999) who used the notion of effective 
wages in the studies and introduced productivity as a control variable. Their results showed 
that foreign investors avoid locations with high effective wages. He (2001) found that higher 
effective wages foster the level of FDI. He argued that this is due to the superior labor quality 
associated with high effective wages claiming that investors would consider investing in 
areas with large pools of high-quality labor forces. However, agglomeration economies and 
perception can influence the choice of foreign investors in their location choices. In fact, 
efficiency seeking multinationals would invest in low-cost countries like China. Thus we 
propose our first hypothesis: 
 

H1.  Considering the level of incentives that Special Economic Zones (SEZs), Open 
Coastal Cities (OCCs) and Economic and/or Technology Development Zones 
(ETDZs) provide to investors make these economic zones a preferred destination for 
FDI compared to other economic zones and cities.  A high labor cost is hypothesized 
to discourage foreign investors’ from investing in other economic zones and cities 
(other than SEZs, OCCs, and ETDZs).  
 

Agglomeration Economies 
Agglomeration measured by the infrastructure quality refers to the concentration of economic 
activities that lead to positive externalities and economies of scale (Na and Lightfoot, 2006). 
Coughlin et al. (1991), Wheeler and Moody (1992) and Braunerhjelm and Svensson (1996) 
found that the degree of agglomeration was positively correlated with FDI. Clusters are 
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powerful engines of economic development and drivers of innovation. They provide a fertile 
business environment for companies to collaborate with research institutions, suppliers, 
customers and competitors located in the same geographical area( EU 2008). We thus 
hypothesize that: 
 

H2 :  agglomeration effects decrease the probability of FDI to be located in other 
economic zones and cities than SEZs, OCCs and ETDZs as economies of scale and 
externality effects generated through agglomeration offer SEZs, OCCs and ETDZs 
additional advantages to attract FDI.  
 

Intellectual Property 
Wu (2000) and Javorcik (2004) concluded that intellectual property rights protection is a 
determinant of location choice. Proponents of strong intellectual property rights protection 
argue that it enhances incentives for innovation and knowledge transfer that might influence 
more FDI to come in places where the intellectual property rights are available.  Branstetter, 
Fisman, Foley, and Saggi (2007) found in their study that IPR reform in the South leads to 
increased FDI in the North, as Northern firms shift production to Southern affiliates. This 
FDI accelerates Southern industrial development. Thus we can make our third hypothesis:  
 

H3:  when intellectual property rights are enforced, they tend to foster investments in 
other economic zones and cities as the list of benefits that investors will take 
advantage of increases dramatically.  
 

Market Size 
The market size, measured by the GDP of the region or GRP, directly affects the return on 
investment.Increasingly MULTINATIONALS not only looking for a production site, they are 
also looking for the market of their products. The low economic growth, aging and credits 
constraints due to financial crisis have also influenced multinationals to orient their strategies 
for new markets in the advanced emerging countries. The larger the market size of a 
particular region, the more FDI the region should attract. Blomstrom and Lipsey (1991), and 
Na and Lightfoot (2006) concluded that market size has a positive impact on FDI. Thus we 
can hypothesis that: 
 

H4:  It is hypothesized that other types of investment zones and cities will be preferred 
to SEZs, OCCs and ETDZs if the GDP of a region is high. The opposite argument 
applies when the land price increases as it deters investments in other economic zones 
at the advantage of SEZs, OCCs and ETDZs.  
 

Education 
Investments in education as well as a high enrollment in high education are hypothesized to 
offset the disadvantages of the other economic zones and cities. Investments in education are 
perceived as one of the factors that help increase the pool of skilled workers and attract FDI. 
With the decline of numbers of Science & technology students in the developed countries, 
availability of educated work force is one of the most important factor for many 
multinationals of relocating their production base. The fragmentation of production system or 
offshoring of production is not only about cost cutting but also about accessing to expertise 
and a growing number of highly skilled and qualified workers (Manning et al., 2008; Lewin 
et al., 2009; Mohiudin and Su, 2013). Thus we can make another hypothesis: 
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H5: High level of Education infrastructure (availability of educated workforce or 
investment in education to develop human capital) is regarded an important factor for 
FDI attraction.  
 

Other determinants will be tested in this study including the localization (Metropolis or not), 
the number of branches, and the country of origin. We will test the probability that foreign 
investors invest in other economic zones and cities that provide fewer incentives than SEZs, 
OCCs and ETDZ. Table 2 summarizes the expected effects of determinants of FDI on foreign 
investors’ location choices.  

       
Insert Table 2 –here- 

 
Methodology and data 
The sample used in this study consists of 1218 foreign firms present in China in 2005. Data 
was pulled from The China Foreign Enterprise Directory published by China Economic 
Review in its 2006 edition. The directory provides information about the industry, the 
location, the country of origin, and the management of foreign companies. The sectors of 
activity include agriculture, manufacturing, airlines, banking, finance and insurance, 
healthcare and pharmaceuticals, real estate & construction, technology and communication, 
and transportation and warehousing. Our interest is to study FDI in Aeronautics and 
Maritime, automotive, consumer goods, industrial products, materials, paper, packaging and 
printing, textile, and general manufacturing. These subsectors are identified as part of the 
manufacturing sector. The data set of 1218 observations from diverse manufacturing 
subsectors and from different countries of origin is appropriate to study the determinants of 
FDI location choice in China. Analysts who have observed firms’ actual location choices 
have generally found that the choice of where to locate a plant tends to dominate the choice 
ofhow largea plant to build (Aharoni, 1966, p. 80; and Bass, McGregor, & Walters, 1977, p. 
536). In this case, a discrete choice model, such as the logit model, is more appropriate than a 
model with a continuous dependent variable, such as ordinary least squares.A discrete-choice 
model, namely, binary logit model is used with disaggregate observations. Discrete choice 
models empower researchers to reveal each individual choice maker’s preferences, some of 
which may be lost in the aggregate methodologies (such as OLS) (Cheng and Stough, 2006).       

 
Measures 
The two discrete-choice models use two dependent variables representing the different types 
of economic zones that host FDI. In the first model, the dependent variable LOCATION is 
coded “0” if foreign investments were made in SEZs, OCCs or ETDZs and is coded “1” if 
these investments were made in other types of economic zones and cities. Following table 
delineates the definitions of independent variables used in this study. 

 
Table 1: Definition of independent variables 
 

Variables Sub-items 
Country of origin Nominal variable: 

-coded 1 if country of origin is  European, 2 if USA, 3 if Japan, 4 if 
Hong Kong and South Asia, 5 for other countries 

Activity sector Nominal variable: 
-coded 1 if the activity sector is Aeronautics & Maritime, 2 if 
automotive, 3 if consumer goods, 4 if industrial products, 5 if 
materials, 6 if paper, packaging & printing, 7 if textiles and 8 if 
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Variables Sub-items 
general manufacturing 

Multi-branches Dichotomous variable: 
-coded 1 if country of origin is  European, 2 if USA, 3 if Japan, 4 if 
Hong Kong and South Asia, 5 for other countries 

Wage level Nominal variable: 
-coded 1 if worker average annual wage is less than 15K, 2 if 
between 15K and 30K and 3 otherwise  

Land price Nominal variable: 
-coded 1 if land price is has in average increased less than 10% 
between 2003 and 2005, 2 if the increase is between 10% and 20% 
and 3 if the increase is more than 20% 

Educational funds Ratio funds allocated to the region divided by population 
 
Dichotomous variable: 
-coded 1 if lower than 1, 2 otherwise  

High education 
enrollment 

Ratio Enrollment rate in the region divided by total enrollment 
 
Nominal variable: 
-coded 1 if ratio value is less than 2.25, 2 if between 2.25 and 4.5 
and 3 if higher than 4.5 

Gross regional 
product 

Nominal variable: 
-coded 1 if GRP is less than 17.5K, 2 if between 17.5K and 35K 
and 3 if more than 35K (unit: 100 million Yuan) 

Infrastructure 
Quality 

Freight activity in ton-kilometers (railways, highways, waterways) 
 
Nominal variable: 
-coded 1 if freight activity is lower than 4 million ton-km, 2 if 
between 4 and 8 ton-km and 3 otherwise 

Localization 
(Metropolitan/not) 

Nominal variable: 
 
-coded 1 if city population is less than 1 million, 2 if population is 
between 1 and 2 million and 3 otherwise 

Intellectual property Ratio number of patents granted divided by number of applications 
 
Dichotomous variable: 
- coded 1 if ratio value is lower than national average (44.6%), 2 
otherwise. 

 
Descriptive statistics 
Overall, 43.8% of the firms included in the data set are from Europe, while 36.9% are 
headquartered in the USA. The percentage reached 9.4% for Japanese firms; the rest is 
divided between investments made by firms located in Hong Kong, in South Asia in general, 
and in other parts of the world. The percentages are respectively of 56.9% for investments in 
the general manufacturing subsector, 14.9% in the automotive subsector, 7.3% in the 
industrial products subsector, 7.1% in the paper industry, and a cumulated percentage of 
13.8% for the other sectors of activity. Overall, 35.2% of these firms have one branch in 
China, whereas 64.8% of the firms included in the data set have multiple branches. The 
percentage reached 85.4% for firms located in cities with a population of more than 3 million, 
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while 7.2% of the investments were in cities with less than 1 million in population. The data 
shows that 70.7% of the investments were made in regions with high GDP, 25.5% in regions 
with an average GDP, and 3.8% in regions with a low GDP.    
Analytical models  
In this study, we assume that foreign investors take the decision to invest in a specific 
location based on a set of factors that will impact and determine their behaviour. Their 
evaluation of the context surrounding the investment decision includes the assessment of the 
impact of the agglomeration effects, the GDP of the region, the wage level, the investments in 
education, the protection of intellectual rights, etc. These predictors of location choice 
determine foreign investors’ willingness to invest in SEZs, OCCs and ETDZs versus in other 
economic zones and cities.  

 
The decision to invest in newly created economic zones and cities other than SEZs, OCCs 
and ETDZs is measured using a binary variable (LOCATION) capturing the fact that foreign 
investments have been made in other types of economic zones and cities versus in SEZs, 
OCCs and ETDZs. The data obtained was coded “0” if investments were made in SEZs, 
OCCs and ETDZs and “1” otherwise.  

 
Results of the regressions corresponding to the location choice of FDI in China are 
summarized in Table 4. The equations have good predictive power, with 65.3% of correct 
predictions in the comprehensive model, 92.1% for the “Europe” model, 98.5% for the 
“USA” model, 86.7% for the “Japan and South Asia” model and 94.9% for the “Europe and 
USA” model. Therefore, the comprehensive model correctly classified 65.3% of the 
observations into foreign investments in SEZs, OCCs and ETDZs or otherwise. Other models 
correctly classified respectively 92.1%, 98.5%, 86.7% and 94.9% of the firms into those 
located in SEZs, OCCs or ETDZs and those located in other economic zones and cities. The 
value of the Nagelkerke R2 (Pseudo R2) is .842 for the comprehensive model, .849 for the 
“Europe” model, .918 for the “USA” model, .777 for the “Japan and South Asia” model and 
finally .87 for the “Europe and USA” model. These values can be considered as reasonable 
for qualitative dependent variable models. Furthermore, the computed value of the likelihood 
ratio (i.e., 972.2 for the comprehensive model) is much larger than the respective critical 
values of the Chi-squared statistic with 11 degrees of freedom at the 1 percent level for the 
comprehensive model and with 10 degrees of freedom at the 1 percent level for each of the 
other models estimated. This suggests that the null hypothesis, that the parameter coefficients 
(except the intercept) are all zero, is strongly rejected for all the models. Consequently, the 
models are significant at the 1 percent level.  

 
Overall, the likelihood to invest in other economic zones and cities increases as the 
intellectual property rights protection strengthens, as the infrastructure improves, as the 
enrolment in high education increases, as the funds allocated to education increase and as the 
land price increases. However, the likelihood to invest in other economic zones and cities will 
tend to decrease if the GDP of the region increases and in sectors such as general 
manufacturing, paper, and textile. Let us turn our attention to each of the country of origin 
specific models. The likelihood of all countries of origin to invest in other economic zones 
and cities will increase as intellectual property rights protection improves except for the 
“Japan and South Asia” model. An improvement in the infrastructure will positively affect 
the perception that foreign investors have of other economic zones and cities (other than 
SEZs, OCCs and ETDZs), except for American investors. In the same vein, an appreciation 
of the amount invested in education and an increase in the enrolment rates in high education 
have a positive impact on all foreign investors’ perception of potential investments made in 
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other economic zones or cities, except on European investors and, Japanese and South Asian 
investors. An increase in land prices will produce the same positive effect except on 
European investors. The likelihood of investors from all countries of origin to invest in other 
economic zones and cities is low in the textile, paper and, general manufacturing subsectors 
compared to the other subsectors of activity. Finally, all foreign investors become more 
reluctant to invest in other economic zones and cities as the GDP of the region increases 
except for investments originating from Japan and South Asia.     

 
Let us turn our attention to Exp (β) ��corresponding to parameters of some significant 
explanatory variables in the comprehensive model.  When considering these coefficients, one 
can notice that when intellectual property rights protection increases, investors are 23.01 
times more likely to invest in other economic zones and cities, while they are more than 
496.06 times more likely to invest if infrastructure improves. Investors from all countries of 
origin are respectively 2.07 times and 2.18 times more willing to invest in other economic 
zones and cities when education budgets and enrolment in high education increase. The same 
investors are 1.92 times more likely to invest in other economic zones and cities when land 
prices increase. Finally, they are 0.07 times less likely to invest when the regional GDP 
appreciates and 0.53 times less likely to invest in these zones when investments are planned 
in the aeronautics & maritime, automotive or consumer goods subsectors. Predicting the 
behaviour of European investors, the “Europe” model shows that the probability of investing 
in other economic zones and cities increases respectively by 17.39 times, 3.2 times, and 390.8 
times when intellectual property rights are protected, when the city is a metropolis, and when 
infrastructure improves. Investors are 0.05 times less likely to invest in other economic zones 
and cities when the regional GDP increases. U.S. investors’ likelihood to invest increases 
846.6 times, 34.6 times, and 31.9 times respectively after an improvement of the protection of 
intellectual rights, an improvement in the enrolment rate in high education and after an 
increase in the funding dedicated to education. Compared to the other foreign investors, 
investors from Japan and South Asia will see their likelihood to invest in other economic 
zones and cities increase by 386.3 times when local governments invest in the infrastructure. 
Finally, for U.S. and European investors, the likelihood to invest increases 1972.1 times when 
the infrastructure is developed and by 3.69 times and 4.13 times respectively after an increase 
in the enrolment in high education and in the amount of funds invested in education.   

 
Insert Table 3 –here- 

 
Discussion and Conclusion   

Two questions have been explored in this paper, namely: What are the determinants of FDI 
location choice in China? Which factors determine investors’ choice between SEZs, OCCs 
and ETDZs on one hand, and the other economic zones and cities on the other hand?  

 
In a context where the number of empirical studies on FDI location choice in China is still 
low, this paper contributes to the advancement of knowledge by providing new evidence on 
the determinants of the choice that foreign investors make regarding the nature and 
characteristics of the chosen city or economic zone. It showed that factors such as 
investments in education or infrastructure and protection of intellectual rights increase the 
probability that economic zones and cities that do not possess a status of SEZs, OCCs and 
ETDZs attract FDI. These predictors of location choice can vary by country of origin.  
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The results of the model showed that the protection of intellectual rights can positively affect 
the perception that foreign investors have of economic zones and cities that do not possess 
the preferential status that SEZs, OCCs and ETDZs. This important determinant of location 
choice makes potential investors from Europe and USA increase their probability of investing 
in these other economic zones and cities instead of investing in the well-know and recognized 
zones, usually coastal cities. Japanese and South Asians are not impacted by an improvement 
in the protection of intellectual rights. This result can be explained by the fact that cultural 
and geographic proximity makes Asian investors become sensitive to a different set of 
contextual factors whereas the huge cultural and geographic distance between Europe and the 
U.S., and China, and their poor knowledge of the Chinese business context increase 
investors’ aversion to risk. Conditions offered in coastal locations such as SEZs, OCCs and 
ETDZs, with a high potential of agglomeration economies continue to attract foreign 
investors. An advanced infrastructure is found to have a positive impact on investors’ 
behaviour except for investors from USA who still continue to prefer investing in SEZs, 
OCCs and ETDZs. Investments in the infrastructure can be used by Chinese policy-makers as 
a lever to encourage investments in the Central and Western regions. The gross regional 
product does not seem, however, to have a positive impact on foreign investors’ behaviour, as 
an increase in the GRP lowers the probability that investors pick other economic zones and 
cities as a location for their investments in China. A higher GRP can be interpreted by 
investors as an indicator of a high standard of living which impedes foreign investments 
particularly those who are export-oriented. It is important to notice that Japanese and South 
Asian investors are not sensitive to an increase of the GRP. An increase in enrolment rates in 
high education and in the amount of money invested in education offset some of the 
disadvantages that other economic zones and cities have and increases their degree of 
competitiveness against SEZs, OCCs and ETDZs. European investors taken a part, as well as, 
Japanese and Asians do not believe that education provides them with a better investment 
environment and having access to a large pool of educated workers does not encourage 
Asians and Europeans to consider other investment plans. An increase in land prices favours 
cities that do not possess the status of SEZs, OCCs or ETDZs. All investors except Europeans 
perceive it as an incentive to move away from well-known economic investment zones to 
other zones or cities. In Addition, the results highlight the sectoral segregation of foreign 
investors’ behaviours. Results show, in this regard, that investments in some subsectors can 
easily be moved to other economic zones and cities while agglomeration effects in some 
other subsectors determine investors’ behaviour. It is the case in manufacturing (identified as 
general manufacturing in the paper), paper, packaging and printing, and textiles. The paper 
stresses out that behaviours are grounded in sectoral activities and shows that the extent to 
which agglomeration impacts FDI location choice differs from one industry to another. 

 
An important contribution of this study is to demonstrate that determinants of location choice 
of FDI can be used by Chinese policy-makers as a lever to increase foreign investments in 
Central and Western parts of China. The unbalanced growth in FDI inflows between the 
Eastern- coastal- regions and the rest of the country plead in favour of a readjustment of 
developmental forces across regions and of a better distribution of resources between inland 
and coastal regions. Enforcing intellectual property rights protection can be used a lever to 
divert investments to inland cities. The study has also shown that agglomeration is a very 
significant determinant of FDI location choice in China. Investments in education, seen by 
investors as a promise of the availability of a large pool of high skilled workers, can foster the 
probability that inland cities and regions get an increasing share of the FDI invested in China. 
Policy-makers should be aware of the specificities of each sector and develop policies 
tailored to the meet the specific needs of different groups of foreign investors. Our study 
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confirmed that agglomeration economies is a significant factor in the location decisions of 
FDI in China and that, as stated by Broadman and Sun (1997) and Wei et al. (1999), investors 
from specific sectors tend to follow the patterns of prior FDI stock. The study also pinpointed 
the tendency of Japanese and South Asian investors to rely on cultural and geographical 
proximity in their choices with confirms the results highlighted by He (2003), whereas 
European and American investors are more willing to revise their choices based on economic 
incentives or advantages. Our results point in the same direction than the study conducted by 
Qu and Green (1997) who found that the country of origin determines foreign investors’ 
behaviour. Our study found an insignificant correlation between the location choice of FDI 
and labour cost. The same result was highlighted by Broadman and Sun (1997), Chen (1996) 
and, Head and Ries (1996) in their respective studies.  

 
The study contributed to add new evidence to the debate regarding the location choice of FDI 
in general and in China in particular. It pointed out differences and similarities between the 
factors explaining the location choice of FDI in China from different countries of origin, 
identified the determinants of foreign investors’ choice to invest in SEZs, OCCs or ETDZs 
versus in other economic zones or cities. The study confirmed the importance of 
agglomeration economies, of intellectual property rights protection, and the role that 
investments in education play in attracting foreign investors. On another level, the paper 
confirmed the effect of the country of origin on FDI location choice and, the sectoral 
differences and their impacts on foreign investors’ behaviour.  

 
The main limitation of our study is that it only studies a specific set of determinants of 
location choice. Due to data limitation, we were unable to take into account the effects of FDI 
policies, tax incentives, and cumulative FDI. A larger pool of data regrouping observations 
from different industries should be used in future studies. Different methodologies should 
also be combined to identify, with more accuracy, what determines the behaviour of foreign 
investors. The use of different theories grounded in different fields of study can enrich the 
explanation of FDI location choice in China. Finally, more work is needed to identify, with 
more accuracy, the factors affecting the location choice of FDI in general and in China in 
particular.      
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Table 1 

 
 
Selected articles on determinants choice of FDI location in China 
 

Authors and dates Significant determinants 
Wang and Swain (1995) Exchange rate, GDP, labor cost (wage) 
Zhao and Zhu (2000) Cost factors, infrastructure, market size 
Sun et al. (2002) Agglomeration economies, degree of 

openness, labor cost, labor quality, level of 
scientific research 

Na and Lightfoot (2006) Market size (GDP), agglomeration, labor 
quality, labor cost, openness and progress of 
reforms 

Cheng and Stough (2006) Agglomeration, labor cost, labor quality, land 
cost 

 
 
Table 2 
 
 
Expected effects of determinants of location choice on dependent variable (SEZs or 
ETDZs=0 versus others=1) 
 
Determinants of Location choice Expected impacts (SEZs or ETDZs=0 

versus OCCs and others=1) 
Country of origin ? 
Activity sector ? 
Multiple branches ? 
Wage - 
Land price + 
Education funding + 
High education enrollment  + 
Gross Regional Product + 
Agglomeration/infrastructure - 
Metropolis or not ? 
Intellectual property + 
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Table 3 
 
 

Estimated Logit models of factors affecting location choice (dependent variable: SZE, 
OCC or ETDZ versus otherwise) 
 

 Comprehensive Europe USA Japan and South 
Asia 

Europe and USA 

Independent 
variables 

Coeff. 
β a 

Exp. 
(β) 

Coefficie
nts β a 

Exp. 
(β) 

Coefficie
nts β a 

Exp. (β) Coefficie
nts β a 

Exp. (β) Coefficie
nts β a 

Exp. 
(β) 

INTERCEPT --10.2 0.000 -9.175 0.000 -16.592 0.000 -4.029 0.018 -11.207 0.000 

Country of 
Origin 

0.093 1.097         

Activity sector -
0.617*
** 

0.539 -
0.591*** 

0.554 -
1.242*** 

0.289 -
0.917*** 

0.400 -0.758*** 0.468 

Multiple 
branches 

-0.398 0.672 -0.485 0.616 -1.326 0.265 -0.624 0.536 -0.494 0.610 

Wage level  -0.403 0.668 -0.358 0.699 -0.258 0.773 -1.211 0.298 -0.398 0.671 

Land price  0.654*
** 

1.924 0.510 0.144 0.882* 2.417 0.930* 2.535 0.477* 1.611 

Educational 
funds 

0.783*
** 

2.187 0.517 1.676 3.464*** 31.94 0.069 1.071 1.419*** 4.132 

High education 
enrolment  

0.728*
** 

2.072 0.444 1.559 3.544*** 34.609 0.270 1.309 1.307*** 3.694 

Gross regional 
Product 

-
2.622*
** 

0.073 -
2.837*** 

0.059 -
9.007*** 

0.000 0.09 1.094 -4.469*** 0.011 

Infrastructure/Fr
eight 

6.207*
** 

496.0
6 

5.968*** 390.86
6 

11.855 140.38 5.957*** 386.36 7.587*** 1972.
18 

localization 
(metropolitan/no
t) 

0.532 1.702 1.164** 3.202 -0.739 0.478 -0.373 0.688 0.510 1.665 

Intellectual 
Property 

3.136*
** 

23.01
5 

2.856*** 17.393 9.043*** 846.65 0.985 2.679 4.523*** 92.09
3 

 1218 445 391 150 836 
Chi-square (df) 972.28(11) 442.13(10) 396.24(10) 120.866(10) 833.489(10) 

Nagelkerke R2 

(pseudo- R2) 
0.842 0.849 0.918 0.777 0.870 

Percentage of 
correct 
predictions 

65.3% 92.1% 98.5% 86.7% 94.9% 

a *, ** and *** indicate that variable is significant at 10%, 5% and 1%, respectively. 
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Investigating International Students Mobility and Their Impact on 
Satisfaction Levels:  A Multi-Country Perspective 

 
Universities all over the world are increasingly competing for talented students.  However, 
the attraction of skilled students has received little attention in the scientific literature.  To fill 
this gap, we conducted  a  survey  of  foreign  students  from 3 top  universities  in  three  
different  emerging countries:  United  Arab  Emirates,  Brazil,  and Mexico. A total of 350 
samples were analyzed. Based on findings, some determinants are to be common to these 
countries, especially those related to the interest in discovering a new culture. Post-graduation 
work opportunities are common to the three countries. The low cost of living is shared by 
Mexico and Brazil. Immigration after graduation and the prestige attached to the host 
university are present in the three countries. Peers’ influence is only determinant for 
international students in Brazil. 
 
Keywords: international students, students’ satisfaction, exchange students, higher education 

 

INTRODUCTION 

When analyzing  internationalization   of  higher  education  institutions   in  a  global  
context,  Miura (2006) stated that "globalization  is presented  as a process which  impacts 
higher education  institutions’ internationalization  process". Therefore, to expedite a 
sustainable  internationalization  process,  it is important to formulate   strategies and politics 
of internationalization   that   embrace  "curriculum restructure,  joint  research,  international  
agreements,  and  exchange  programs"  Miura  (2006).  Biddle (2002) also addressed the 
importance and reasons to aim internationalization. 
 
The international business environment demands highly-skilled employees, prepared to work 
with complex international business relations (E. Guzman,   2003).   In  that  sense,  the  
development   of international   abilities  and  competences   are  important  to  compete  in  
the  labor  market.  Travelling abroad  and joining  exchange  program  allows  participants  
to other cultures,  realities,  and  languages allowing them to start their development  as 
international  employees  (Knight, 2004). 
 
According  to  recent  studies  (Mills,  2010;  Kirk  and  Napier,  2009),  the  economic  
growth of United  Arab  Emirates (UAE)  and  Middle  East  countires  started  in  1978  
mostly  contributed by the  oil  and  gas  industries that influenced  positively  the expansion  
of higher education  in the region and created  an educational  system to train the work force. 
The consequence of this process is the growth of multitude of state-owned and private 
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educational institutions - competing to attract students, expatriate students and international 
students. The Western style of education is reflected in UAE education system. Currently, 
there are 66 licensed higher education institutions in UAE (Commission for Academic 
Accreditation, 2010). 
Mexico and Brazil are considered as upper-middle-income countries by the World Bank.  
According to Cantwel (Cantwel, Luca, & Lee, 2009), Mexico sends more students than it 
receives, and the lack of international support is the reason why universities unable to attract 
attention from a much greater flow of incoming international students. 
 
In Brazil, the Public Educational hub Rio de Janeiro - Sâo Paulo, and Universidad de Sào 
Paulo alone accounts for 4% of national academic publications.   Brazil has Programa de 
Estudante Convênio de Graouaçâo - PEC-G, which allows students from developing  
countries to study the undergraduate  degree in Brazilian State and Federal Universities 
without tuition as an incentive to help the development  of other countries  (Ministério da 
Educaçào, 2010). 
 
The  objective of this research is to  investigate  why  students  choose  to  study  in  a  
nontraditional   location,  (Wells, 2006)  and  to what  extent  do these  reasons  correlate  
with  students'  satisfaction.  Considering  academic  experience  in Brazil at University of 
Sao  Paulo,  Mexico  at  Technologico  de  Monterrey,  Campus  Queretaro,  and  American  
University  in Sharjah,  Unites Arabs  Emirates, this study also examines what  influenced  
them  to study abroad and how satisfied  they  were  with  the  program,  considering  the  
host  university  internal  and  external environment, infrastructures,  and social links. 
This paper is organized as following:  literature review regarding the factor influencing the 
decision making  of exchange  students  to study abroad  is followed  by a conceptual  
framework  based on push and  pull factors,  and 2-D  theories. Factor analysis and multiple 
regression analysis were adopted to analyze the data. Results are discussed and both 
managerial and theoretical implications are drawn before the conclusion. 

 

LlTERATURE REVIEW 

The concept of student mobility draws its essence from the global approach to migration that 
become the reality of human mobility today. The crossing of persons across borders in search 
of education represents only 2% of total international movement (UNESCO, 2008). These 
international students come mostly in a country they know little or not and in a new 
community that is often foreign (Terrier, 2009). The author also mentioned taht being 
internationally mobile can also mean to be very mobile at other scales, and more local and 
daily. But this aspect of the phenomenon is not this study matter.  
 
 Academic mobility has grown considerably and become a global phenomenon (Altbach & 
Knight, 2007; Kolster, 2010). The subject encompasses several trends and concepts with 
some overlap, defined as "international students" or “internationally mobile students" or 
“foreign students”. If the first two expressions can be used interchangeably, then, that of 
foreign students is disadvantageous to confuse two very different social groups: students of 
foreign nationality truly in mobility and those who are resident in the host country with their 
parents (Terrier, 2009). Despite this common experience of studying abroad, international 
students are a very heterogeneous group in terms of their initial motivations (Terrier, 2009).  
Students are naturally attracted to the major learning centers in developed countries, but most 
universities in the developed world are facing a decline in the number of students trained 
locally (King et al., 2010b). (Indeed, the example is illustrated by the article of Ladika (2006) 
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which - dealing with the shortage of foreign nationals to study and work in the U.S. - 
castigates more bureaucracy and increased competition that separate the best international 
students from the U.S. market). Thus, in one hand, these places of learning are not only 
seeking to admit more international students, they do establish joint programs with 
universities overseas – even build complete offshore campuses in countries like the United 
Arab Emirates, China and Malaysia. On the other hand, these authors note, the developing 
countries, too, are expanding their higher education and higher education institutes in 
developed countries will soon be in direct competition with centers of excellence in 
Singapore, Hong Kong, Shanghai, Beijing, Mumbai and Delhi (King et al., 2010 b). Aihong 
(2009) highlights the increase in the number of international students and overseas faculty of 
Tsinghua University in Beijing. These are emerging destinations that have nothing to do with 
the traditional locations of popular institutions of tertiary education. As such, the migration of 
students is considered to be a component of globalization (King et al., 2010a).    
 
Conceptual perspectives 
Reasons of migration phenomenon for studies have been the subject of much academic 
research.  The issue of students’ migration has been addressed by researchers from different 
angles of view and the main ones are: the cultural approach, the contextual approach, the 
managerial perspective and the contingent or mixed perspective.  
 
The cultural approach emphasizes cultural motives (Rodrigues, 2005; Crossman, 2008) and 
consequences (Aihong, 2009; Brasfield et al., 2011) as a language, intercultural experience, 
etc. In the contextual approach (Lianos et al., 2004; Shabalina & Sjoberg, 2010) either 
country or university remains the context of the study. The managerial perspective (Al-
Ayoubi & Habaibeh, 2006, Vance et al., 2011) supportd the issue of international student 
mobility in connection with the organization and management of study abroad. And, finally, 
the contingency or mixed perspective refers to the work whose approach is composed of two 
or more different approaches mentioned above.  
 
In addition, all these conceptual perspectives have analyzed the phenomenon of international 
student mobility either from a point of view of its causes (Rodrigues, 2005; Crossman, 2008) 
or from the perspective of its consequences (effects) (Aihong, 2009; Vance et al., 2011; al-
Ayoubi & Habaibeh, 2006; Shabalina & Sjoberg, 2010).  
 
GAO (2007) posited that ”the global higher education landscape is changing and providing 
more alternatives for students, as other countries expand their educational capacity and 
technology-based distance learning opportunities increase“. Such initiatives could play a 
positive role in the offering country attractiveness (Altbach and Jane Knight, 2007; Kolster, 
2010).  
 
Although mobility has been examined in various ways, the unit of analysis depends on the 
researcher's interest and adopted conceptual perspective. Thus, to analyze the migration of 
students abroad, some researchers have targeted their investigation on country (Shabalina & 
Sjoberg, 2010; Lianos et al., 2004; Kolster, 2010) and / or university (Daly & Baker, 2010; 
Andrus et al., 1995). Others have focused on teachers (Isakovski, 2009) and others on 
students (Sanchez et al., 2006; Haloviak et al., 2011).  
 
Furthermore, existing research has focused on the individual reasons of international student 
mobility (eg, Pieter de Jong et al., 2010; Noeleen Doherty et al., 2010; Kaye Thorn, 2009; 
Llewellyn-Smith & McCabe, 2008; Carol M Sánchez et al., 2006; Tepecik Adnan et al., 
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2009; neomycin Storch, 2009) as well as on the overall impact of study abroad on these 
students (eg Karen Hallows et al., 2011; Qinggang Wang et al., 2011). Besides, researcher 
also dealt with the individual reasons of international student mobility (eg, Pieter de Jong et 
al., 2010; Noeleen Doherty et al., 2010; Kaye Thorn, 2009; Llewellyn-Smith & McCabe, 
2008; Carol M Sánchez et al., 2006; Tepecik Adnan et al., 2009; neomycin Storch, 2009).    
Although the extant literature has used various interesting methods to address student 
mobility on the perspective of adoptation and the method used, limited studies have 
addressed this mobility in a multi-country perspective.  
 
Determining factors 
The decision to participate in an exchange program depends on individual factors and 
contextual factors (Kallio, 1995; Daly & Baker, 2010), such as policies and student exchange 
programs of the host university (Daly & Baker, 2010).  At personal level, there are certain 
factors that often cited, such as right skills (Lundstrom et al., 1996). In their study, Chak & 
Makino (2010) suggested that the preferences of students, their career paths and the potential 
results of the learning activity are treated as determinants. As for Latin American students, 
they come to Europe through exchange programs to absorb the business culture of Europe 
(Guilayn, 2007). In addition, to study abroad, students need opportunities to meet their 
individual comfort levels, educational objectives and career goals (Mills et al., 2010). 
According to Goldbart, Marshall, & Evans, (2005), the factors that explain student mobility 
are linguistic, cultural, financial and personal. 
 
Contextually, some researchers emphasized on the country context (Shabalina & Sjoberg, 
2010; Lianos et al., 2004) and the university context (Daly & Baker, 2010; Andrus et al., 
1995 in Fairley & Tyler, 2009). These two levels are considered as they relate to the country 
of departure (Daly & Baker, 2010) and to the destination (Andrus et al., 1995 in Fairley & 
Tyler, 2009).  
 
In addition to policies and student exchange programs of the host university (Daly & Baker, 
2010), experiential learning and immersion methods are cited as cultural key learning 
(Andrus et al., 1995 in Fairley & Tyler, 2009). Thus, “one factor that may be motivating 
students to undertake tertiary studies in Australia is the expectation that this form of 
immersion will lead to improved English language skills” (Neomy Storch, 2009).  
As the nature of the factors are decisive, that is why Lakshmi Goel et al., (2010) "attempt to 
determine a theoretical framework that explains why these factors must be important in 
explaining the intention to participate in a program of study abroad". Alternatively, some 
authors have sought to understand the link between the motivations for students to undertake 
the journey to study abroad and other factors. For example, academic motivation and social 
relationships influence the destination choice for students of the program of study abroad. 
Social motivation emerges as the most important factor influencing the attitude towards the 
destinations before travel. (Nyaupane et al., 2011). Although some motivations are common 
among students, it was found that the direction of the relationship between motivation and 
intention to study abroad varies among countries, that nationality moderates all relationships, 
and that different levels of barriers moderate the relationship between motivation and 
intention to study abroad (Sánchez et al., 2006). Moreover, in order to understand the 
conditions under which students demonstrating a high risk propensity will be more likely to 
participate in an international experience, Relyea et al., (2008) suggested that this relationship 
is moderated by the perceived value of career.  
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The push and pull is a typology that has been used to understand the factors influencing 
international students' destination choice. Mazzarol and Soutar (Mazzarol & Soutar, 2002) 
analyzed over 800 questionnaires responded by students from Taiwan, China, India and 
Indonesia. The factors shown as important are: “the importance of knowledge and awareness 
of the host university, the importance of cost issues, the importance of the environment, the 
importance of social links and geographic proximity”. However, Cantwell, Luca and Lee 
(Cantwel, Luca, & Lee, 2009) challenge this typology by arguing that eventhough it is the 
most commune framework used for understanding the phenomenon of exchange student 
decision process. It fails to explain the flow of students from developed countries to 
developing ones. This is because it does not considerate the host and home countries 
economic and political influences. 
 
In short, the motivations of international students are well circumscribed; it is most often 
reasons justifying the journey towards traditional destinations. But the motivations of 
students applying to study abroad in non-traditional destinations were little or not 
investigated. What explains or justifies the movement of students seeking knowledge about 
these unusual places? Knowledge of all factors determining the behavior of students, 
consumers, exchange programs, could serve as an indication for the formulation of strategies 
for countries as well as university faculties. 
 
Consequences and impact on satisfaction levels 
When the objective drained by the motivation has been reached, there is reason to wonder if 
this realization led to expectations and this, with what level of satisfaction. At the individual 
level, "exchange programs and study abroad can enhance a comprehensive training program 
by encouraging behavioral changes desired on doing business with other cultures and 
nations" (Brasfield, McCoy and Reed, 2011). The partnership between the home university 
and the host university provides the interaction of peer-to-peer students to improve the value 
of short (time) trips abroad; value that extends beyond excursions. Shabalina and Sjoberg 
(2010) Examined the subsequent effects that the experience of study abroad has on the 
cumulative average, the work results of Justin Haloviak et al. (2011) implied a positive 
correlation to the increase in average score with students learning abroad over those who do 
not. 
 
The study by Min Yang et al. (2011) focused on the objectives of Chinese students, the 
experiences and learning outcomes related to their participation in the study abroad by 
offering a model called "an intercultural experiential learning model”. This model considers 
studying abroad as an active learning process in which the goals of study abroad motivate 
students to engage in experiments to improve their intercultural, disciplinary / career, and 
personal skills. The research results suggested interdependence between the goals of study 
abroad students, the experiences of the host country and learning outcomes. An instrument of 
cultural awareness administered to students participating business abroad program in London, 
England, in the early summer and again at the conclusion of the program - provided that the 
program enhances cultural awareness and personal development (Tyrone Black, H. and 
David L. Duhon, 2006).   
 
There are many studies in the literature about the outcomes of an exchange studies, but there 
are few focusing on factors of attraction, considering non-traditional destinations, and using 
satisfaction as a dependent variable. Students' satisfaction was studied with a consumer 
framework focus (Hartrnan & Schmidt, 1995: 1997). ln their study, satisfaction judgment as a 
"multidimensional construct which depends on " the degree of goal development that a 
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student has for a particular aspect of his or her educational experience". Satisfaction With 
Life (SWL) was studied by David Lackland Sam (Sam, 2001), who posit that the social 
relations established in host country as well as financial satisfaction affects directly the 
students satisfaction with life. 
 
The relationship between factors of influence using push and pull approach and satisfaction is 
brought by an Australian study where "students' desire to travel/and the opportunity for fun 
and excitement are the primary motivators for undertaking an educational exchange, along 
with the host country's weather, natural environment and tourist attractions" (Llewellyn-
Smith & McCabe,2008). 
 
Cubillo, Sanchez and Cervino (2006) studied the international student decision process 
influences with a conceptual approach based on determining factors. They defined the 
"intension of purchase" influenced by five factors "personal reasons; the effect of country 
image, influenced by city image; institution image; and the evaluation of the program of 
study". The final decision is achieved by adding the five factors with the unconscious factors.  
The Mexican case (Cantwel, Luca, & Lee, 2009: 345) brought as a dependent variable the 
host country economic and political settings as a dependent variable, which is compared with 
"cost, diversity, friends' recommendation, ranking, financial aid, research, rejection from first 
choice destination, degree objective, full-time and degree seeking". Wells (2006) explained 
why students would be willing to have an abroad experience and why nontraditional 
destinations can be beneficial for them, as well as for the home and host institution and 
countries. ln his approach, students  go abroad to acquire "workforce preparedness, 
transnational competences, global citizenship, personal growth"; and, a nontraditional 
destination, provides "greater understanding of global economy and employment issues, 
greater flexibility, greater problem solving skills, improved language skills, a greater 
"stretch" of beliefs, values, and opinions". The nontraditional destination has an environment 
much more different and diverse than a traditional, Anglophone or European environment. 
The 2-D model was introduced in a Korean case study by Park (2009). The first D is 
considered as being "driving forces" and the second D is considered as "the directional 
factor". In this model both the dissatisfaction with home country as well as the factors that 
influence the student mobility are analyzed.  
 
Hoof and Verbeetem (2005) studied exchange students all over the world and relevant 
reasons to study abroad. Their findings were related to living within another culture, 
opportunity to travel, and attraction to the host country. The same research also brings the 
most important factors that students considered to choose the institution for study abroad: 
partnership with home institution, attraction to the host country, and the existing experience 
from people they knew.  
 
In sum, the benefits of programs are numerous. They were identified at both individual and 
institutional levels. However, at the individual level, not only the effects have not been the 
subject of study for students in new experiences of non-traditional destinations. However, the 
impact on their motivation levels of satisfaction is not known yet.  

 

 

CONCEPTUAL FRAMEWORK 
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From the literature review, the main research question is related to what factors influence 
satisfaction level of international students embarked in a study abroad program.  To respond 
to this question, our study  uses  the  Push  and  Pull,  the  3  ratio  methodology   and  2-D  
model  to  build  a  conceptual framework.  Based on the literature review, we formulate the 
following propositions: 
P1: Cultural Learning influences exchange students’ satisfaction level 
P2: Career opportunities 'in host country influences mobility and subsequent satisfaction 
level 
P3: The sense of belonging to home country influences the satisfaction level 
P4: Incentives from Home Country influences mobility and students satisfaction level.  
These  propositions  are  presented  below in  the  model  of Figure 1. 
Figure 1- Model of Satisfaction Level of international students mobility 

 
 

METHODOLOGY 

We  first  conduct   a  focus  
group  to  identify   a  set  of  
items  that  lead  to  our  
preliminary questionnaire. Our 
focus group discussion is 
followed by an exploratory 
factor analysis.  Our study is 
exploratory in nature with 
constructs adapted from focus 
group discussions.  EFA is the 
most appropriate first step when  
links  between  the  observed 
variables  and  their underlying  
factors  are unknown  or  
uncertain. Hence, We conduct 
an EFA to reveal items 

structure per factor, to assess contributions of items to all factors,  extract  non-contributing  
items,  and  verify  the  reliability  of  ail  factors  as well  as  their  multi-collinearity. A 
principal component analysis with varimax rotation reduces data to a small set of variables 
while retaining as much variance as possible.    
 
The following rules are observed in our data analysis:  KMO and Beta sig >0.005, 
communalities >0.5, factor loading >0.5 and variance extracted >0.6. For the sake of 
parsimony, we suppressed all factors loading on two constructs as well as those showing 
loading inferior to 0.5. Four factors emerge for the four countries.  The total variance 
explained by the four factors exceeds 60%.  To pursue the analysis  and  find  factors  
pertinent  for  the  next  steps,  Cronbach's  Alpha  reliability  coefficients  are computed for 
every construct with the acceptable  level fixed at 0.6 as this is an exploratory  study. 
Multiple regressions are used to assess the impact of ail retained independent on the students' 
satisfaction level. 
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Descriptive analysis 
Of the total  sample  of  356  respondents,  52%  female,  56%  does  not  have  a scholarship,  
69% bachelor students,  14%  Masters Students, 4% in PHD programs. The stay in host 
country averaged 8 months, and the average age is 21 years old. The Mexican sample has 116 
responses.  The average age is 22 years old. There are 21 nationalities present in the sample. 
41% is from USA and 15% from Singapore.  The length of stay in the host country ranged 
from  1 to 9 months, where  33% stayed  1,5 month,  and  22,4%  stayed  5 months.  The 
bachelor students account for 75% of the sample, while master students are 10%. There were 
no PhD students in Mexican sample.  51% are female, and 50% of the students did not have a 
scholarship. 
There are 94 respondents in the context of Brazilian sample. Most students, 23% come from 
Colombia. The range of months spent in Brazil varies from 2 to 60, where 58% of the sample 
was in Brazil from 2 till 6 months.  Regarding  the  academic  level  of the  sample,  the  
bachelor  students  represent  43%, master students  39% and PhD students  15% of the 
sample. 51% are men and 70% of the sample had a scholarship. 
The data collected in United Arab Emirates (UAE) totals 146 responses. Middle Easter born 
students represents 82% of UAE sample, and 29% of the total sample. The nationalities 
present in the data sums up to 21 different countries, the average age was is 20 years old. 
53% are women, and 75% of the respondents did not have a scholarship. 

 
 
 
Correlation Analysis 
As presented in Table 2, there is no correlation between the items.  
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Factorial Analysis and  Reliability Test 
In the Mexican sample, the total variance explained is 68% by 7 factors. The item "New 
social links created during my stay" had its communalities value 0, 47 and the variables 010 - 
The presence of friends  and  family  members  in  Host  Country,  and  025  -  Implication  in  
home  country's  activities (Patriotism)  were not considered  as components  of the factors. 
After dropping them from the analysis, the  KMO test  is 0,726  and the total  variance  is 
explained  69,4%  by 7 factors  as well.  Running the factorial  analysis  for  a third  time,  
without  the  items  004,  010,  025,   the  KMO = 0,709,  and the total variance  is  71%  
explained  also  by  7  factors.  The structures of factors, after 3 analyses with the Mexican 
sample, were the same. For the Brazilian sample, the KMO = 0,625, and no variables needed 
to be excluded. Total variance explained by 8 factors is 68%. 
 
In the United Arabs Emirates ail variables were considered relevant for the factorial analyses, 
since  all  of  them  had  their  extraction   measures  over  0,5  in  the  communalities   test.  
70% of the attraction of students to study in UAE is explained   by 9 factors. The KMO test 
measured 0,681.  
 
The factors are illustrated in Table 3. All the tests of reliability were made using the Alpha 
Cronbach coefficient. For Mexico sample, factor 7 is not considered, since the Cronbach's 
Alpha is 0,357<0, 5. For Brazilian factor 3, variable "014 - Promotional event(s) in my home 
country influenced my decision" had Cronbach 's  alpha  if  deleted  = 0,301. In factor  5, 
variable  "025  -  Implication  in  home  country's activities  (Patriotism)"  had  Cronbach 's  
alpha  if items  deleted  =  0,297.  For UAE, the factors 7 and 9 could not be tested in the 
reliability test because those were composed by only one variable.  Factor 8 was not 
considered since the Cronbach Alpha is 0,251.  
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Regression   Model 
The regression model is illustrated in Table 4. The Adjusted R2 increases as the factors are 
added.  In the models related to Brazil, Mexico and United Arab Emirates.  The Adjusted R2 
with only selected cases from Middle East born students is 0, 29, and the Model considers all 
variables significant. When selecting only Master students, the Adjusted R2 is 0. 47. 
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DISCUSSION OF FINDINGS 

The  present  paper  identifies  the  following  factors  as  predictors  of  student  satisfaction  
in  the comparative  non-traditional  destinations  for international  exchange  students: 
Cultural Learning, Career Opportunities,  Host Country Costs, and Home Country Sense of 
Belonging.  
 
Our findings are similar to Hoof and Verbeetem (2005) as cultural learning is very important 
even for exchange students going to non-traditional destinations.  This behavior was mostly 
important in the context of Mexico and United Arab Emirates.  
 
According to Mazzarol and Soutar (2002), financial issues are very important.  In our model, 
the financial incentives  are  very  important  for  Master  students,  since  they  are  already  
in  the  job  market.  The geographic proximity can be strongly verified in UAE sample, 
where 82% of the respondents are from students that come from Middle East.  
Our findings also corroborate Wells (2006) when it comes to Career Opportunities.   In the 
Brazilian sample, 51% of students are from Latin America, and most students have a 
scholarship and seek for a career opportunity.  One reason could be the importance of 
Brazilian economy in Latin America and the geographic proximity of students' countries of 
origin. 

IMPLICATIONS 

This study, the first of its kind with a multi country approach including nontraditional 
destinations has both managerial and theoretical implications. Managers in charge of higher 
education marketing will find reliable instruments for their promotional campaigns.  Our 
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instruments and findings  will  contribute  to  the  theory  on  the  new  international   
business  and  marketing  of  higher education. 
Based on this paper's findings, attracting foreign students to enroll in exchange programs 
hosted by non-traditional destinations should focus on cultural learning and career 
opportunities that the host country provides.  For Master students, it is important to consider 
that financial aid and scholarships are very important.  It is also critical to demonstrate that 
their experience in the host country will help the student  to  improve  their  living  conditions  
once  they  are  back  to  their  home  country.  The findings showed that promotion is a factor 
of influence to choose a country and destination, however does not play a key role in 
influencing satisfaction. 
Future research should focus on: 
• Comparing the results from non-traditional destinations with traditional destinations. 
•   Studying  how  the  length  of the  stay  in  non-traditional  countries  affects   the  
satisfaction level 
•     Assessing   the   influence   of Country   of Origin   culture   in satisfaction   with   
exchange program.  
 

CONCLUSION 

The  present  study  analyzed  the  factors  that  influence  international  exchange  students  
in their choice  of host country  and  host institution.  The second step was to understand the 
relationship between the factors and the satisfaction level of the students. 
 
The survey was developed based on literature review and focus group discussions.  It was 
distributed in online format as well as in paper format. A total of 356 observations were 
collected from Mexico (116), Brazil (94) and United Arab Emirates (146).  Five significant 
factors have emerged to explain students’ satisfaction level. In the general regression model, 
4 independent variables (Cultural Learning, Career Opportunities   in Host Country, Home 
Country Sense of Belonging and Host Country Costs) explained 38% of the dependent 
variable.  
 
The present study is the first of its kind since  it confronts  results from  3 different  host 
countries and  a pool  of  55  nationalities,  enabling  to  understand  the  factors behind the 
international students mobility. It opens opportunities for potential future research on this 
growing industry. 
 

An extensive list of References cited by these authors in this article can be had on 
request of the authors. It has been omitted here due to space considerations. 
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Internationalization Process of Malaysian Firms: The Mediating Effects of 

Motivation and Network 
 

Abstract 

This research examines the internationalization process of large Malaysian firms by focusing 
on the identifying the effect of mediating forces between internationalization advantage and 
internationalization intensity. A total of 100 Malaysian firms participated in this research. 
Using Regression and Hierarchical Multivariate Regression Analyses (HMRA) researchers 
found the mediating effect of motivation on internationalization advantage and 
internationalization intensity which indicated a full mediation affect. The results further 
indicated that network has partial mediation effect on the relationship between 
internationalization advantage and internationalization intensity.  The theoretical and 
practical implications of these findings were also discussed. 
 
Keywords: Internationalization process, Internationalization Intensity, Mediation effects, 
Motivation, Network, Emerging Countries 
 

Introduction 

Today, internationalization is a key strategy for firms. Firms are no longer interested to stay 
at home even where there are good prospects in the home market. With the development of 
internationalization, many firms are growing as a result of scale advantages they derive from 
the expansion. This has made the process of internationalization a topical issue in many 
researches. Over the past few decades, business scholars and practitioners have consistently 
emphasized the increasing globalization and complexity of the international business 
environment, and have sought to address its implications from the perspective of firms in the 
international arena. The outcome has been an extensive body of research focusing on a 
number of complex phenomena associated with international business. The dramatic increase 
in globalization in recent years has also raised some important issues related to the affective 
management of internationalized firms.  
 
Many articles related to internationalization process and outward foreign direct investment 
have been published, but critics of those topics are limited to firms’ activities and 
development subsequent to the commencement of international operations (Lamb &Liesch, 
2002), samples of the companies based in developed countries (Maignan& Lukas, 1997; 
Root, 1994b; Woodcock, Beamish, & Makino, 1994; Kuada& Sorensen, 2000), and 
qualitative data from interviews which involve case studies (Condo, 2000; Kossut & 
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Kaczmarek, 2003; Li & Nkansah, 2005; Mtigwe, 2005; Santoyo & Hamerla, 2006; 
Soderqvist & Holstius, 2006). In view of that, the current study has identified a visible gap in 
the literature on research method on firm’s internationalization. These were the main reasons 
for undertaking questionnaire responses of Malaysian firm’s internationalization process to 
explore the internationalization intensity. These can be seen as extremely strategic and an 
important theme in firm’s internationalization process research. Based on the limited 
understanding of Malaysian internationalization and emerging markets generally, this study 
intends to analyze the internationalization process of Malaysian firms further. Therefore, this 
paper aims identify the effect of mediating forces between internationalization advantage and 
internationalization intensity. 
 
Motivation as Mediating Variable of Internationalization Process 
The decision to internationalize business operations is widely considered to be a critical first 
step in a firm’s internationalization process. The motives for firm to go abroad are generally 
understood as those factors or considerations that encourage firms to mediate and sustain an 
ongoing international operation commitment. According to Dunning (1993b), there are four 
types of motives for outward investment: (1) resource seeking, (2) market seeking, (3) 
efficiency seeking, and (4) asset seeking. The type of motive for firms to internationalize can 
affectively determine the choice of foreign location. Resource seeking is dependent on the 
location where the firm's targeted resources are located. The existence of these resources in a 
location is the most important factor that drives the firm to relocate to the particular location. 
Examples of natural resources are oil, raw material and agricultural products. The investor’s 
need to obtain sufficient, cheap and safe supplies of natural resources justifies majority of the 
flow of investment in a location with the desired resources. Market seeking is a type of 
internationalization can be in the form of expanding an existing market or creating new ones. 
Such factors that drive a firm to relocate in foreign market are transportation costs, 
government regulation and barriers to enter the market such as high tariff. However, Dunning 
asserts that there is an association between market seeking determinants and strategic asset 
seeking determinants (Dunning, 1993b). For this type of internationalization, foreign market 
size, views of market growth, and level of development such as infrastructures and 
transportations of the foreign country are the main location determinants (Caves, 1982; 
Dunning, 1993a). This discussion implies that countries that have larger markets and higher 
growth rates can attract higher rates of market seeking. 
 
Efficiency seeking is the type of internationalization that relies on less production costs, such 
as firms that are seeking low costs of labor. Industrial firms are predominant in this type of 
internationalization since labor cost represents a large proportion of their production cost. In 
this type of internationalization, firms usually look for unskilled or semi-skilled labor instead 
of well-skilled labor. For example, many US firms are currently investing and setting-up their 
plants in China, Mexico, and India in order to exploit the cost advantages that are on offer in 
these countries. According to Dunning, the determinants of this type of internationalization 
are exchange rate policies, labor policies, production cost, political stability of the host 
country, and trade policies - such as tariff rates. Asset seeking is the fastest growing type of 
internationalization in recent years (Dunning, 1993b). The idea of strategic asset-seeking is to 
obtain core competencies from the host country's market. These assets may take a variety of 
forms from innovative means and organizational building for access to marketing distribution 
channels and a better understanding of the local consumers' taste (Dunning, 1995). The asset 
seeking internationalization is becoming more and more important as foreign investors shift 
their purposes of investment from accessing local market and natural resources to accessing 
knowledge intensive assets and learning experience of the targeted firm and the business 
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environment in the host country (Dunning, Hoesel, & Narula, 1998). Dunning, Hoesel, and 
Narula(1998) stresses that strategic asset seeking market, in comparison of two other motives 
of internationalization, does not entail the exploitation of an existing ownership advantage of 
the firm. As an alternate, this type of internationalization may help the firm to build-up an 
ownership advantage that will support its long-term expansion in the home country as well as 
in other countries. This point is critical to Dunning's Eclectic Paradigm because he has 
asserted that internationalization can occur when a firm has ownership advantages, location 
advantages, and internalization advantages. Yet, Dunning, Hoesel, and Narula(1998) 
admitted that location advantages could build and create ownership advantages as more 
attention needs to be given to the importance of location per se as a variable affecting the 
global competitiveness of firms. This reveals that the locational configuration of a firm's 
activities may itself be an O-specific advantage, as well as affect the modality by which it 
augments, or exploits its existing O-specific advantages. With the gradual geographical 
dispersion of created assets, and as firms become more multinational by deepening or 
widening their cross-border value chains, both viewpoints of harnessing new competitive 
advantages and more efficiently deploying their home-based assets, the structure and content 
of the location portfolio of firms becomes more critical to their global competitive positions 
(Dunning, 2006). However, this type of internationalization is affected by the location 
determinants of market seeking. Other location factors that attract this type of 
internationalization are level of technology, knowledge-related infrastructure and investment 
incentive policies in the host country (Dunning et al., 1998). 

 
Network as the Mediating Variable of Internationalization Process 
Network theory is one of the prominent theories of firm’s internationalization developed by 
Johanson and Mattsson in 1988, in which they defined a firm’s internationalization of a firm 
as a gradual involvement in international activities. They clarified that a firm is partially 
dependent on the resources of other firms. Usually, firms are not capable of having full and 
complete resources at the beginning, so they co-operate and depend upon each other to get 
more from international markets, and this can only be done by joining an already existing 
network. Johanson and Mattsson(1988) explained that, when a firm gets involved in 
international activities, its importance and strength increases with the strengthening of  
relationship between different members of the business network. In a network, the firm has 
relationship with its customers, suppliers, distributors, competitors, government, etc.; all 
these entities known as ‘actors’ of the network are mutually dependent on each other. In a 
business network, activities will materialize in the fields where there is coordination between 
explicit actors, which can give strong benefits, and the business conditions can be 
transformed into favorable situations. According to Johanson and Mattsson(1988), in a 
market, all firms need to be embedded in one or more networks by linking their customers, 
distributors, suppliers and other market players. Further, Johanson and Mattsson(1988)  
explained that, in network theory, in domestic or international businesses, the firms are 
engaged in production, distribution and selling of different products and services. All these 
activities are done with the help of different members of this business process or system. The 
process or system of providing assistance to carry out different transactions can be described 
as a network. A network means that the firms are dependent on each other to comply with 
their basic functions. In a network, the firms have relations with customers, suppliers, 
distributors, etc. Network theory stresses that, in networks, all members try to establish, 
develop and maintainlong lasting relationships with each other which are significant to all 
network participants. Such relationships are useful for reducing the production cost and 
exchange of products. They promote the development of market knowledge for respective 
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parties, they may give some control to each other, they are useful for acting as bridges for 
other external parties, and they can be used against the third parties (Tufail, 2008). 
In network theory, it is explained that, when a firm internationalizes, it establishes and 
maintains its relationship with other firms in foreign countries. The relationship creating and 
maintaining this process is illustrated in three differentimportant stages. Firstly, International 
Extension, when a firm begins its journey to international markets. The activities are planned 
in international context. Secondly, Penetration where the firm tries to improve the current 
commitment to already established networks in foreign markets. Thirdly, International 
Integration where the firm integrates to improve its position in these networks to enter 
foreign markets. The network theory stresses that, when firms are starting internationalization 
they are dependent on each other, which in such circumstances is beneficial for the firm. In 
network theory, a firm can be characterized by the following factors: Market knowledge 
information can be acquired from network members; Networks members are there to share 
resources; New customers, suppliers and distributors can be easily accessed. The network 
theory is often praised for its compatibility with inter-organizational business environments. 
This factor enables the firm to cope with many problems which have never been met in 
domestic environment (Håkansson & Snehota, 1989). Increasingly, international, as well as 
inter-organizationcompetition has also changed the firms’ operating style in international 
markets. Firms need to be more sophisticated in all areas of businesses (Forsgren, 1990). 
With the help of these networks, the firms are able to exchange the information and acquire 
the knowledge. Hadjikhani and Johanson(1999) explained that the business networks have 
lots of potential for new international firms to get valid information and knowledge about 
these new foreign markets. These interconnected business networks help these firms to cope 
with different cultural and societal barriers, and they can give better, in-depth understanding 
of this new market. In network theory, there is an assumption that a firm gets more access to 
resources, which are controlled by other firms, by utilizing these networks as mediator. 

 
 
 
 
 
 
 
 
 
 

Figure 1: Conceptual framework – The Malaysian Firm’s Internationalization Process 
 
Based on a review of current literature, the empirical research findings and based on a 
conceptual framework (see Figure 1) the following three hypothesis groups are developed: 
1. Hypothesis concerning the association of internationalization advantage with 
motivation 
H1: Internationalization advantage associates with motivation 
H1.1: Comparative advantage associates with motivation 
H1.2: Competitive advantage associates with motivation 
H1.3: Comparative advantage and competitive advantage associates with motivation 
2. Hypotheses concerning the association of internationalization advantage with network 
H2: Internationalization advantage associates with network 
H2.1: Comparative advantage associates with network 
H2.2: Competitive advantage associates with network 
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H2.3: Comparative advantage and competitive advantage associates with network 
3. Hypotheses concerning the association of motivation with internationalization 
intensity 
H3a: Motivation associates with internationalization intensity 
H3.1a: Motivation associates with mode of entry 
H3.2a: Motivation associates with foreign market selection 
H3b: Market-seeking; efficiency-seeking; resource-seeking; and asset-seeking associates 
with internationalization intensity 
H3.1b: Market-seeking; efficiency-seeking; resource-seeking; and asset-seeking associates 
with mode of entry 
H3.2b: Market-seeking, efficiency-seeking; resource-seeking; and asset-seeking associates 
with foreign market selection 
4. Hypotheses concerning the association of network with internationalization intensity 
H4a: Network associates with internationalization intensity 
H4.1a: Network associates with mode of entry 
H4.2a: Network associates with foreign market selection 
H4b: Legitimacy; and information benefit associates with internationalization intensity 
H4.1b: Legitimacy; and information benefit associates with mode of entry 
H4.2b: Legitimacy; and information benefit associates with foreign market selection 
5. Hypotheses concerning motivation as a mediating factor 
H5: Motivation mediates the relationship between internationalization advantage and 
internationalization intensity 
6. Hypotheses concerning network as a mediating factor 
H6: Network mediates the relationship between internationalization advantage and 
internationalization intensity 
 
Research Methodology 
The self-administered questionnaire was in English and it was deemed appropriate as English 
was widely used in the corporate sector in Malaysia. Each participant in this survey received 
an information sheet and a five-page questionnaire (with cover letter attached). The 
information sheet provides participants with information such as background and aim of the 
study, their involvement in the study, risks (if any), benefits gained by participating in the 
study, the survey process, and a contact phone number, email and postal address, in case 
participants have any questions or they need further information pertaining to the study. Two 
constructs were developed to elicit information from respondents; internationalization 
advantage, and internationalization intensity. These constructs have consistently been 
identified as relevant in previous studies of firms’ internationalization (Bonaccorsi, 1992; 
Ibeh, 2003; Leonidou, 2000; Reuber & Fischer, 1997; Young, 2001). Furthermore, these 
constructs were developed in response to the literature review to provide the relevant 
information required in addressing the research questions. The final section of the 
questionnaire inquired the demographic characteristics of the participants and their respective 
organizations. Quantitative data collection techniques were created to yield objective and 
reliable numerical facts about particular operationally defined components of 
internationalization process. There are primary ways of data collection in a quantitative study, 
which are interview and questionnaire. This cross-sectional study employed email survey 
questionnaire to collect data.   
 
Potential organizations listed under Malaysia Bourse main board directory were contacted 
personally by telephone. Through the initial telephone conversation, researcher introduced 
herself, explained the purpose of the call, nature of the survey and the importance of each 
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response to the success of the study. Once the contacted person agreed to participate in the 
study on behalf of the firm, a questionnaire was emailed to the participant and the completed 
form was also returned through email. There were participants who preferred to receive the 
survey form via postage-mail. These participants were given a set of questionnaire, along 
with a pre-addressed and postage-paid envelope so they could mail the questionnaire back to 
the researcher in three weeks’ time. Respondents were provided a phone number and e-mail 
address to contact in case of any problems related to the survey.  For participants who did not 
return the mailed or emailed questionnaire after one week, a follow-up telephone call and 
email were used to remind respondents about the questionnaire. Participants were assured 
that the information provided will remain confidential at all times and will only be used for 
study purposes. They were also given the option to remain anonymous on the survey forms.  
 
Table 1: Results of Demographic Characteristics of Participants 
Descriptions  Frequency Percentage
Title of position CEOs 

Senior Managers 
Others 

5 
39 
56 

5 
39 
56 

Nature of industry Manufacturing 
Service 

60 
40 

60 
40 

Number of employee Below 1,000 
1,001 - 2,000 
2,001 - 3,000 
3,001 - 4,000 
4,001 - 5,000 
Above 5,001 

17 
40 
21 
2 
8 
12 

17 
40 
21 
2 
8 
12 

Paid-up capital Less than 10 million 
10.1 million – 50 million 
50.1 million – 100 million 
More than 100.1 million 

60 
21 
8 
11 

60 
21 
8 
11 

Annual turnover of the firm Less than 10 million 
101. million – 50 million 
50.1 million – 100 million 
More than 100.1 million 

21 
31 
4 
44 

21 
31 
4 
44 

Years of operation in 
international business 

6 – 10 years 
11 – 15 years 
16 – 20 years 
21 years and more 

22 
29 
28 
21 

22 
29 
28 
21 

 
Findings 

The purpose of H1, H1.1 and H1.2 was to examine whether the internationalization 
advantage dimensions of Malaysian firms associate with motivation: 

H1: Internationalization advantage associates with motivation. 
H1.1: Comparative advantage associates with motivation. 
H1.2: Competitive advantage associates with motivation. 

The result from the correlation test indicates that there is a strong relationship between 
internationalization advantage and motivation in H1 as is significant with positive correlation 
of r = .745, p < 0.01. There is a relationship between internationalization advantage and 
motivation where internationalization advantage plays a role in motivating firms to go 
abroad. The absence of motivation would make firms unlikely to expand their business 
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operations to international markets. H1.1 shows that there is a significant relationship 
between comparative advantage and motivation with a desirable strong correlation of r = 
.727, p < 0.01. The result indicates that the relationship between internationalization 
advantage and motivation is mainly influenced by the comparative advantage.In addition, the 
result of H1.2 indicates the correlation of competitive advantage and motivation was 
moderately significant with positive values of r =.423, p < 0.01. The result suggests that 
competitive advantage has a link with the motivation of the firms to go abroad. Based on 
these findings, H1 was supported.The results for H1, H1.1 and H1.2 indicate desirably 
significant positive relationship between internationalization advantage dimensions and 
motivation which leads to the assumption that firms’ internationalization advantageand 
motivation interplay with each other to influence the firm’s performance of its 
internationalization.  
 
The purpose of H2, H2.1 and H2.2 was to examine whether the internationalization 
advantage dimensions of Malaysian firms associate with network: 

H2:  Internationalization advantage associates with network. 
H2.1: Comparative advantage associates with network. 
H2.2: Competitive advantage associates with network. 

The correlation result of H2 suggests that the internationalization advantage (r = .346, p < 
0.01) was significant and positively moderate in correlation with network. The result shows 
that when the level of readiness increases, firms are more likely to establish network with 
business community and speed up their internationalization progress.The correlation result of 
H2.1 notes that comparative advantage and network was significant and moderately 
correlated with network, with coefficient values of r = .331, p < 0.01. The result shows that 
when the efficiency of comparative advantage increases, firms are more likely to establish 
network with business community in association with internationalization process.Then, for 
H2.2, the correlation result indicates there was significant but weak correlation between 
competitive advantage and network with coefficient values of r = .207, p < 0.05. It seems that 
firms having competitive advantage are apt to adopt network strategies. Based on these 
findings, H2 was supported. The results for H2, H2.1 and H2.2 indicate significant positive 
relationship between internationalization advantage dimensions and network which indicates 
network plays a significant role in the process of internationalizing. Hence, network 
relationships have been viewed as part of determinants of Malaysian firms’ 
internationalization advantage to go abroad. 
 
The purpose of H3, H3.1 and H3.2 was to examine whether the motivation of Malaysian 
firms associate with internationalization intensity dimensions: 

H3:  Motivation associates with internationalization intensity. 
H3.1: Motivation associates with mode of entry. 
H3.2: Motivation associates with foreign market selection. 

The result for H3a indicates significant but weak relationship between motivation and 
international intensity with negative coefficient values of r = - .262, p < 0.01. The result 
indicates that motivation may inversely affect the internationalization intensity of such 
firms.The result for H3.1a notes that motivation has significant impact on mode of entry as 
evidenced by the weak negative correlation of r = -.299, p < 0.01. The result indicates that 
firms with motivation may inversely lead to the choice of foreign entry mode, which 
concludes that the type of mode chosen is related to the firms’ motivation level. Some modes 
may motivate firms more than the other types of modes in their internationalization process. 
Conversely, the result for H3.2a indicates no significant relationship between motivation and 
foreign market selection with a weak negative correlation. It specifies that motivation may 
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not affect the foreign market selection on such firms. This indicates that selecting the foreign 
market does not relate to the firm’s motivation to internationalize. Based on these findings, 
H3a was partially supported. The above findings reveal that the relationship between 
motivation and internationalization intensity dimensions is contributed by the types of mode 
entry chosen rather than foreign market selection. The inverse relationship is perhaps caused 
by differences in Malaysian business context, where motivation is seen as not the only 
criteria to stimulate the Malaysian firms for international expansion. Instead, their 
internationalization could be attributed by business network with other firms in foreign 
markets. The purpose of H3b, H3.1b and H3.2b was to examine whether the motivation 
dimensions of Malaysian firms associate with internationalization intensity dimensions: 
H3b: Market-seeking; efficiency-seeking; resource-seeking; and asset-seeking associates 
with internationalization intensity 

H3.1b: Market-seeking; efficiency-seeking; resource-seeking; and asset-seeking 
associates with mode of entry 
H3.2b: Market-seeking, efficiency-seeking; resource-seeking; and asset-seeking 
associates with foreign market selection 

The H3b result shows that the relationships among the motivation dimensions with 
internationalization intensity as a composite, at a 95% confidence interval only efficiency 
seeking and market seeking showed a significant negative correlation of r = -.234 and r = -
.230 respectively with the internationalization intensity. Hence, the strengths between the two 
motivation dimensions and internationalization intensity are weak and both relationships are 
in inverse manner. On the other hand, the result indicates that there is no significant 
relationship between resource seeking and asset seeking with internationalization intensity. 
Therefore, efficiency seeking and market seeking essentially has some influence on the 
intensity of internationalization. This findings was partially supported H3b. The H3.1b result 
determines that there is no significant relationship between resource seeking and asset 
seeking with mode of entry. However, the relationship between efficiency seeking and 
market seeking illustrates a moderate significant correlation of r = -.343, p < 0.01 and r = -
.216, p < 0.05 respectively with the mode of entry. Hence, the strength between efficiency 
seeking and market seeking with the mode of entry is from moderate to small, and both 
relationships are in inverse manner. This result explains the primary motives of Malaysian 
firm in internationalizing their operations which are market seeking and efficiency seeking. 
For market seeking, the Malaysian firms are more interested in large and fast growing 
economies, whereas market seeking firms are more towards financial gains. This finding was 
partially supported by H3.1b. The H3.2b shows correlation result between motivation 
dimensions which consist of efficiency seeking, market seeking, resource seeking, and asset 
seeking, and foreign market selection. The results indicate that there is no significant 
relationship between motivation dimensions with the foreign market selection. As a result, 
the Malaysian firms’ foreign market selection was not affected by efficiency seeking, market 
seeking, resource seeking and asset seeking. This finding was not supported by H3.2b.  
The correlation results for H3b and H3.1b as of efficiency seeking and market seeking 
dimensions indicates significant relationship but in inverse manner. Whereas, resource 
seeking and asset seeking as well as H3.2b correlation results revealed no significant 
relationship. The efficiency and market seeking motives are correlated with firms’ foreign 
market selection which indicates that Malaysian firms are expanding internationally mainly 
for competitive reasons. These two motives would enable firms to learn and seek advantage 
from internalization of their operations, and incorporate them in their organization as well as 
link them with the foreign market selection. The purpose of H4a, H4.1a and H4.2a was to 
examine whether the network of Malaysian firms associate with internationalization intensity 
dimensions: 
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H4a: Network associates with internationalization intensity 
H4.1a: Network associates with mode of entry 
H4.2a: Network associates with foreign market selection 

The H4a result indicates no significant relationship between network and internationalization 
intensity. Similarly the results for H4.1a and H4.2a indicate no significant relationship. It 
shows that network does not have any relation in the process of internationalization including 
in the selection of entry mode and foreign market. Therefore, H4a was not supported.The 
results for Hypotheses H4a, H4.1a and H4.2a indicate no significant impact of network 
relationships towards the internationalization intensity. This signifies that network is not 
being considered in the process of determining modes and the location of foreign market. 
Network seems to be more significant in influencing other decisions such as firms’ readiness 
particularly in their comparative advantage as showed in the previous results, but not much in 
the later stage where other factors are more influencing. 
 
The purpose of H4b, H4.1b and H4.2b was to examine whether the network dimensions of 
Malaysian firms associate with internationalization intensity dimensions: 

H4b: Legitimacy and information benefits associates with internationalization 
intensity 
H4.1b: Legitimacy and information benefits with mode of entry 

H4.2b: Legitimacy and information benefits with foreign market selection 
The results reveal that none of the hypotheses indicate significant relationships. Therefore, 
Hypotheses H4b, H4.1b and H4.2b were not supported. The results for Hypotheses H4b, 
H4.1b and H4.2b indicate no significant impact between information benefits and legitimacy 
in relation to the internationalization intensity. The result shows that from the Malaysian 
business perspectives, information benefit and legitimacy factors do not influence the 
intensity of firms’ internationalization. However, these factors have some influence on the 
firms to internationalize.The purpose of H5 was to examine whether motivation mediates the 
relationship between internationalization advantage and internationalization intensity: 

H5: Motivation mediates the relationship between internationalization advantage 
and internationalization intensity. 

To test for H5, three conditions as described in Figure 5.1 below have been established in 
order to determine whether mediation has occurred: 

Condition 1: The IV predicts the DV (path c)   
Condition 2: The IV predicts the mediator (path a)   
Condition 3: The mediator predicts the DV (path b) 
 
   Mediator variable 

      
     a      b 
      c  
 Independent variable              Dependent variable 
 
 
 
Figure 2: Mediation (Motivation) Conditions Tests 
The result of correlations for H5 illustrates the mediation conditions tests for understanding 
the roles that motivation can play in the initiation of firm internationalization. This 
correlations test identifies the relationship between each of the variables and allows the study 
to conclude as to whether or not there is enough evidence to support the hypothesis.The 
correlation coefficients for each path are shown in Figure 5.1, which indicate that the links 

Motivation 

Internationalization Advantage  Internationalization Intensity 

(r = 0.745**, p = 0.000) 
(r = ‐0.262**, p = 0.010) 

(r = ‐0.256*, p = 0.011)
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between each of the variables are statistically significant. There is particularly strong 
association between the independent variable which is internationalization advantage, and the 
mediating variable which is motivation. These results indicate that, at the bivariate level, each 
of the conditions necessary to test for the possible role of a mediator has been met.  To test 
for mediation, the four step regression analysis approach as proposed by Baron and Kenny 
(1986) was conducted. The purpose of steps 1-3 is to establish that zero-order relationships 
among the variables exist. If one or more of these relationships are insignificant, researchers 
usually conclude that mediation is not possible or likely (although this is not always true). 
While in step 4, some form of mediation is supported, if the effect of motivation (path b) 
remains significant after controlling for internationalization advantage. The results, as 
presented in Table 5.1, indicate that internationalization advantage is not significant when 
motivation is controlled; the finding supports full mediation. Therefore H5 was supported. 
 
Table 2: Mediation Effect of Motivation on the Relationship between 
Internationalization Advantage and Internationalization Intensity 
Variables Beta and Significant Levels 
  Step 1 Step 2 Step 3 Step 4 
Internationalization Advantage  -0.257    
Internationalization Advantage X Motivation   0.823   
Motivation    -0.234  
Internationalization Advantage X Motivation 
X Internationalization Intensity 

    -0.136 

R2  0.065 0.555 0.068 0.077 
Adjusted R2  0.055 0.519 0.059 0.057 
Significant F change  0.011 0.000 0.010 0.023 
N=97 
This finding does support previous study by Hiratsuka (2006) that states motivation which 
comprised of efficiency seeking, market seeking, resource seeking, and asset seeking are 
required to undertake firms’ internationalization. Generally, resource seeking and asset 
seeking motives for internationalization are relatively less important for MNCs based in 
developing country, whereas efficiency seeking and market seeking internationalization are 
the most important motives, and are conducted primarily by MNCs from the relatively more 
advanced developing countries which have higher labor costs. It tends to be concentrated in a 
few industries such as electrical and electronics, and garments and textiles.  
 
     Mediator variable 
      
 
    a              b    
 Internationalization Advantag                    c  Internationalizatio 
 Independent variable      Dependent va 
 
 
 
Figure 3: Mediation (Network) Conditions Tests 
The test conducted for H6 was based on three conditions to determine whether mediation has 
occurred. As in Figure 5.2, it presents the mediation three conditions tests for understanding 
the roles that network can play in initiating the firms’ internationalization. Next, to test for 
mediation, the four step regression analyses approach as proposed by Baron and Kenny 
(1986) was conducted. The purpose of steps 1-3 is to establish that zero-order relationships 

Network

 
Internationalization Intensity 

(r = 0.380**, p = 0.000)  (r = 0.029, p = 0.783)  

    (r = ‐0.226*, p = 0.030)

 
Internationalization Advantage 
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among the variables exist. If one or more of these relationships are not significant, usually it 
can be concluded that mediation is not possible or likely (although this is not always true). 
While in step 4, some form of mediation is supported if the effect of network (path b) remains 
significant after controlling for internationalization advantage. If internationalization 
advantage is no longer significant when network is controlled, the finding supports full 
mediation. If internationalization advantage is still significant where both internationalization 
advantage (X) and network significantly predict internationalization intensity (Y), the finding 
supports partial mediation. The results for H6b presented in Table 5.2 below indicates that 
internationalization advantage is significant where both internationalization advantage (X) 
and network significantly predict internationalization intensity (Y), the finding supports 
partial mediation. Therefore H6 was partially supported. 
 
Table 3:  
Regression Results for Mediation (Network) 
Variables Beta and Significant Levels 
  Step 1 Step 2 Step 3 Step 4 
Internationalization Advantage X 
Internationalization Intensity 

 -0.225    

Internationalization Advantage X Network   0.316   
Network X Internationalization Intensity    0.035  
Internationalization Advantage X Network X 
Internationalization Intensity 

    -.0276 
0.161 

R2  0.051 0.144 0.001 0.066 
Adjusted R2  0.041 0.135   
Significant F change  0.030 0.000 0.783 0.014 

0.227 
N=93 
 

Discussions and Conclusion 

The objective was to identify the effect of mediating forces between internationalization 
advantage and internationalization intensity. To get the answer, analyses were conducted in 
two parts. The first part of analysis was to identify the role of motivation as mediator. The 
four step regression analysis concluded that motivation has complete mediation effect on the 
relationship between internationalization advantage and internationalization intensity. The 
findings revealed that motivation forces which comprised of efficiency seeking, market 
seeking, resource seeking and asset seeking plays a vital role in the internationalization 
process of Malaysian firms. However, efficiency seeking and market seeking forces were 
dominant in the role. These two forces provided the stimuli to attempt strategy change, based 
on the Malaysian firm’s interest in exploiting unique competencies or market possibilities. 
The stronger the firm’s motivation to grow, the larger will be its internationalization process, 
including search activity for new possibilities in order to find means of fulfilling growth and 
profit ambitions. Furthermore, Carr, Markusen, and Maskus(2001) have developed the so 
called ‘knowledge-capital model’ which is the combination of market seeking and efficiency 
seeking motivations. Consequently, a country like Malaysia which is endowed with advanced 
technology and skilled labor has a tendency to emerge as a location for firms’ headquarters. 
Subsequently, from Malaysia, firms started to flow their investments to other low income 
countries. The fact that the market seeking and efficiency seeking motives attracted many 
positive responses was not entirely unexpected (Tham, 2005). High levels of revenue, limited 
home market and market demands are the prerequisites for making profits and battle with 
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competitors in the global business arena. These are essential for seeking new markets as 
innovative means of growth. Meanwhile labor shortage in Malaysia, and increase in domestic 
wages relative to productivity and the unpredictable changes in the foreign labor policy of the 
country (Tham 2005) being important drivers of internationalization which may significantly 
influence the choice of an investment location for the efficiency-seeking firms. Malaysia is a 
developing but very small country. As a result, if without motivation forces mediating the 
internationalization process, it seems unlikely that many Malaysian firms will establish 
themselves in foreign countries to access potentially bigger and more lucrative markets.  
The second part of the objective was to identify the role of network as mediator. The findings 
from the four step regression analysis revealed that network has partial mediation effect on 
the relationship between internationalization advantage and internationalization intensity. As 
perceived by the firms, the effect of network on internationalization advantage is due to the 
information benefits and legitimacy of information received by the firms. Conversely, there 
was no effect of network on internationalization intensity. Network is important as economic 
actions and outcomes are affected by inter-firm’s relations and by the structure of the overall 
network of relations (Granovetter, 1992). Network ties of firms are firm specific and difficult 
to imitate and have consequences along three dimensions namely; (1) the information that is 
available to the firm, (2) its timing, and (3) referrals (Sharma & Blomstermo, 2003). Firstly, 
networks are a source of information for Malaysian firms about what goes on in the market. 
The same information is not available to all the firms in the market. Secondly, network ties 
influence the timing when a particular piece of information will reach a particular firm. 
Finally, referrals imply that firms’ interests are represented in a positive light, at the right 
time, and in the right place. Firms placed centrally in a network receive more, better, and 
early information compared to their competitors. This may influence the internationalization 
process of firms (Knight & Liesch, 2002). As a result, the network exposure stimulates the 
Malaysian firms’ readiness, an impulse is triggered, and whether a subsequent decision to 
internationalize is made or not depends on whether the appropriate information presented by 
the impulse can be transformed by the firm into forces for an internationalization decision 
(Knight & Liesch, 2002). Information benefits and legitimacy through network can be 
effectively utilized once a firm is aware that it is in possession, can make sense of it, and 
apply it freely for the firm’s advantage (Lim & Klobas, 2002). Once network provides 
sufficient information and legitimacy pertinent to internationalization has been acquired and 
translated into usable knowledge, and resources for internationalization are assembled, a 
Malaysian firm becomes ready for internationalization. 
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The Empirical Link Between Market Orientation, New Product 
Development And Performance In Export Ventures 

 
ABSTRACT 

This study examines the empirical links between the dimensions of market orientation and 
new product development, namely, market intelligence generation, dissemination and 
responsiveness, new product technical development, commercialisation, idea development, 
opportunity analysis and pretest and new product performance in Thai export ventures. Data 
were gathered via a self-administered mail survey directed to the marketing and research and 
development departments of 201 Thai export ventures based in Thailand. The sample came 
from the electronics and electrical industries. The findings indicate that all independent 
variables, namely, market intelligence generation, dissemination and responsiveness, new 
product technical development, commercialisation, idea development, opportunity analysis 
and pretest were able to significantly discriminate between high and low new product 
performance. 
 
Key Words: Market intelligence generation, dissemination, responsiveness, new product 
development, new product performance 

 

INTRODUCTION 

New products are the lifeblood of any organization. Their success in the market ensures 
future sales and company growth (Kok, Hillebrand, & Biemans, 2003). Thus, new product 
development can be considered the best mechanism for achieving a sustainable competitive 
advantage (Ettlie and Pavlou, 2006). Furthermore, new product development (NPD) can be a 
critical business process that enables a firm to increase its diversity and product mix 
especially in multiple international markets (Rozenfeld and Tahara, 2009). However, rapidly 
changing customer needs, technological innovation, shorter product life cycles, high costs 
incurred in R&D and intense competition in the market, will cause NPD to be a highly 
complex and dynamic and ever changing process (Beverland, Ewing, & Matanda, 2006).   
 
In a dynamic market, successful new products have focused their attention on market oriented 
behaviour (e.g., Kok et al., 2003; Kok & Biemans, 2009). Furthermore, the significance of 
market orientation as an antecedent of successful product innovation behaviours, activities 
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and new product performance have been identified by several researchers (Augusto & 
Coelho, 2009; Baker & Sinkular, 2005; Gotteland, & Boulé, 2006; Im & Workman, 2004; 
Langerak, Hultink, & Robben, 2004). However, market orientation is concerned about 
learning, which includes developing an understanding of the market, and using that 
knowledge for marketing actions (Kok, Hillebrand, & Biemans, 2002). As such, many 
previous studies have conceptualized market orientation as an information processing activity 
(e.g., Kok et al., 2002; Matsuno & Mentzer, 2000) and these studies have viewed the 
development of new products from an organization’s information processing perspective that 
combines the generation of market information with the dissemination of that information 
across different departments, together with the responsiveness of the various departments 
(Baker & Sinkula, 2005; Kok et al., 2002). Baker and Sinkula (2005) found that 94% of the 
empirical studies that examined the effect of market orientation on new product performance 
reported a significant positive relationship. This suggests that there should be a causal link 
between market orientation and new product performance, however, that link is yet to be 
conclusively empirically verified.  
 
The NPD process begins from the idea development stage to the final product 
commercialization stage. At each stage of the development process, a large amount of 
knowledge and skill is needed to create the new product. These include inputs such as market 
insight, product concept, product design, function features, application of the component and 
technology, inner engineering design, system combination, assembling skill, process design 
and improvement, quality control, product function tests, etc. if an effective new product was 
to be achieved. A quality of well executed developmental activities in NPD is considered as 
the heart and soul of the new product development process (Song & Noh, 2006). A 
substantial body of literature has addressed the importance of the proficiency in the NPD 
process as a key driver in new product performance (e.g., Song & Noh, 2006). The NPD 
process may deal with market uncertainty and technology uncertainty that affects the quality 
of the NPD process (Nadia & Thomson, 2010). Market orientation through market 
information processing (market intelligence generation, dissemination, and responsiveness) 
helps firms to reduce the market uncertainty and facilitates effective NPD (Hart, Tzokas, & 
Sarin, 1999). 
 
To date, there is still a lack of studies that examine the empirical link between individual 
components of market orientation and new product development with new product 
performance. Therefore this study intends to fill this gap. 
 

LITERATURE REVIEW 

Many studies have been undertaken to investigate the relationship between market orientation 
and new product performance, but the majority of them have viewed market orientation as a 
culture such as that conceptualized by Narver and Slater (1990). Based on an extensive 
review of the literature this study suggests that few studies have viewed market orientation as 
a market information processing activity that can enhance new product performance in new 
product development. 
 
Furthermore, many previous studies have shown the strong relationship between market 
orientation and new product performance, without isolating the role that the different stages 
in the NPD process play in new product performance. In addition to that, Langerak et al. 
(2004) suggested that there is a need to investigate the role that the NPD process plays in all 
stages of their relationship with new product performance.Therefore, this study aims to 
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investigate the relationship between the different dimensions of market orientation and the 
different NPD stages with new product performance. 
 
Market Orientation 
Market orientation is a dynamic capability of a firm as it is the ability of the firm to integrate 
or combine organizational resources and capabilities (Eisenhardt & Martin, 2000). Market 
oriented behaviours include the generation, the dissemination and the responsiveness of the 
firm to market intelligence. Therefore, this study conceptualizes market orientation as an 
internal organizational capability identified by three separate market behaviours, namely, 
market intelligence generation, market intelligence dissemination, and responsiveness to 
market intelligence.  

Many scholars have conceptualized market orientation in different ways using a number of 
different perspectives. For example, Shapiro (1988) conceptualized market orientation as the 
organizational decision making process which consists of commitment from top management 
to have information shared between the functional divisions involved in decision making. 
Arguably, the pioneers of market orientation, Kohli and Jaworski (1990), conceptualized 
market orientation as the organization-wide generation of market intelligence pertaining to 
current and future customer needs, the dissemination of that market intelligence across 
different departments, and the organization-wide responsiveness to that market intelligence. 

Narver and Slater (1990), the other key leaders in the field of market orientation research, 
however, conceptualized market orientation as an organizational culture that most effectively 
and efficiently creates the necessary behaviours for the creation of superior value for buyers 
and accordingly, the creation of continuous superior performance for the firm. Under this 
theoretical conceptualization, the market orientation construct would incorporate three 
distinct behavioural elements, namely, customer orientation, competitor orientation, and inter 
functional coordination. 

Ruekert (1992) conceptualized market orientation as the strategy of obtaining and using 
information from customers to develop a strategy which will better meet customer needs and 
implementing that strategy to respond to customer needs. On the other hand, Deshpande, 
Farley and Webster (1993) conceptualized market orientation as focusing on the customer 
orientation perspective of market orientation that puts the customer’s interest at the forefront 
and excludes the focus on competitors, while not excluding all other stakeholders such as 
owners, managers, and employees. 

The market orientation concept that was used for this study followed the directions provided 
by Kohli and Jaworski (1990) and consisted of market intelligence generation, market 
intelligence dissemination, and responsiveness to market intelligence as three separate and 
distinct constructs. The reason being is that it is more closely aligned with the NPD process 
stages which also formed part of the study and its relationship with new product performance. 
Accordingly, with respect to the new product development process, information is collected 
internally and externally, then disseminated through the organization, and then used for 
various product development activities.  
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New Product Development (NPD) 
NPD is a business process implemented by a group of people that transforms data on market 
opportunities and technical possibilities into useful information for the design of a 
commercial product (Clark & Fujimoto, 1991). Similarly, Rozenfeld and Tahara (2009) 
defined new product development (NPD) as a business process that converts market 
opportunities, technology, and customer needs into technical and commercial solutions. NPD 
is important for businesses because it enables firms to achieve a sustainable competitive 
advantage and become market leaders, other than being a key factor driving a business’s 
success (Chung & Kim, 2003).  

The NPD process typically begins with ideas and ends with successful product 
commercialization in the marketplace. It is typically organized, predictable, and formal, with 
prescribed sets of activities, questions to be answered, and decisions to be made (Belliveau, 
Griffin, & Somermeyer, 2002). 

There have been numerous models proposed for the NPD process that intend to screen out the 
“dogs” before expending too many company resources (Carbone & Tippett, 2004). 
Researchers have investigated the NPD process from a number of different perspectives. For 
example, Cooper (2001) proposed a stage-gate process. A stage-gate new product process 
refers to the process of dividing a new product process into a series of gates from creation of 
the idea to the commercialization stage (Cooper & Edgett, 1996; Howe, Mathieu, & Parker, 
2000). Each stage consists of the set of activities undertaken by personnel from different 
functional departments working together as a team to provide approval and in-depth review. 
Each stage is then separated by a gate and each gate controls a check point (go or no go) 
decision. This means that the gate is the point that transforms the outputs from the previous 
stage into the inputs of the subsequent stage, while reducing the technical and business 
uncertainties, a stage must be designed to gather vital information.  

For this study, the NPD process is defined as five key stages following Song and Parry 
(1997). Song and Parry (1997) divided the NPD process into five stages: (1) idea 
development and initial screening, (2) business and market opportunity analysis, (3) technical 
development, (4) product testing, and (5) product commercialization. 

Performance 
There appears to be no uniform definition of performance in the literature. There has been a 
variety of performance measures adopted by previous researchers. These include sales (Zou, 
Fang, and Zhao, 2003), sales growth (Madsen, 1989; Rose and Shoham, 2002), market share, 
profitability (Geringer and Hebert, 1991; Johnson and Arunthanes, 1995), access to markets 
etc. (Johnson, Black, and Sakano, 1993). However, the most frequently used performance 
measures appear to be economic in nature.  As such, in this study we defined new product 
performance in terms of market and financial success.  
 
Given the issues raised in the literature relating to the dimensions of market orientation and 
the stages of new product development the following research question is offered for testing 
in relation to export ventures in Thailand: 
 
RQ: To what extent is new product performance in Thailand at a market level and at a 
financial level influenced by: 

1. Market intelligence generation. 
2. Market intelligence dissemination. 
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3. Market intelligence responsiveness. 
4. New product technical development. 
5. New product commercialisation. 
6. New product idea development. 
7. New product opportunity analysis. 
8. New product pretest. 

 
RESEARCH DESIGN 

The empirical link between the different dimensions of market orientation, the different 
stages of new product development and new product performance were examined via an 
empirical investigation of 201 export ventures located in the Republic of Thailand. The 
administration of the survey was via mail and a survey packet including a personalised cover 
letter and self-administered questionnaire was sent to both the marketing and research 
development departments of each venture. The sample came from the electrical and 
electronics industries. The questionnaire was developed from existing measures and pre-
tested using a small sample before the final instrument was mailed to the sample. All 
independent variables were measured via five-point bi-polar scales (Julian, 2003).   
In this study senior executives of both the marketing and research development departments 
were used as the key informants. To reach the most knowledgeable key informants, the 
questionnaire was directed to senior executives of both the marketing and research 
development departments. From the results of the pre-test, it was expected that these 
executives would be the executives most knowledgeable about the organisation’s new 
product performance. The case, where these executives were not directly responsible for the 
organization’s new product development it was expected that these executives would re-
direct the questionnaire to the appropriate executive within the firm. 

 
The measures for each of the distinctive market orientation dimensions and the different 
stages of NPD encompassed the four learning activities that constitute the firm’s overall 
organizational learning processes (Huber, 1991; Schein, 1990; Sinkula, 1994; Slater and 
Narver, 1995). These activities are knowledge acquisition, knowledge sharing, knowledge 
utilization and unlearning. A key element of the market orientation and NPD constructs is the 
extent to which a particular capability has been instrumental in outperforming competitors. 
 
Market Intelligence Generation - is a measure of the respondents’ perceptions of the firm’s 
efforts to generate market information by formal and informal mechanisms, which can be in 
the form of customer surveys, collecting and evaluating market information (competitors, 
macroeconomic, business environment, social trend, and regulation), contacting and spending 
time with suppliers, or making contacts with government officials. The measure developed 
for this construct was an adaptation of the market intelligence generation scale developed by 
Kohli and Jaworski (1990) and Matsuno and Mentzer (2000). The measure had 8 self-report 
items that demonstrated acceptable reliability and internal consistency, well above the 0.7 
recommended by Nunnally (1967), with a coefficient alpha of 0.87. 
 
Market Intelligence Dissemination - is a measure of respondents’ perceptions of the firm’s 
effort to disseminate market information in the form of spending time for discussion, sharing 
market information, and distributing or transferring market information through various 
departments. The measure developed for this construct was an adaptation of the market 
intelligence dissemination scale developed by Kohli and Jaworski (1990) and Matsuno and 
Mentzer (2000).The measure had 8 self-report items that demonstrated acceptable reliability 
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and internal consistency, well above the 0.7 recommended by Nunnally (1967), with a 
coefficient alpha of 0.88. 

 
Market Intelligence Responsiveness - is a measure of respondents’ perceptions of the firm’s 
responsiveness to market information such as responding to market changes (e.g., customer 
needs, regulatory change, competitors) by taking actions in the form of market segmentation, 
planning, and new product development. The measure developed for this construct was an 
adaptation of the market intelligence responsiveness scale developed by Kohli and Jaworski 
(1990) and Matsuno and Mentzer (2000).The measure had 8 self-report items that 
demonstrated acceptable reliability and internal consistency, well above the 0.7 
recommended by Nunnally (1967), with a coefficient alpha of 0.85. 
 

New Product Development - measured how well the firm performed NPD activities in each 
stage, including the idea development stage, the technical development stage, the opportunity 
analysis stage, the pretest stage and the commercialization stage. Each new product 
development construct was adapted from Song and Parry (1997) and Swink and Song (2007). 
The new product idea development construct was adapted from Song and Parry (1997) and 
had 5 self-report items that demonstrated acceptable reliability and internal consistency, well 
above the 0.7 recommended by Nunnally (1967), with a coefficient alpha of 0.88. The new 
product technical development construct was also adapted from Song and Parry (1997) and 
had 9 self-report items that demonstrated acceptable reliability and internal consistency, well 
above the 0.7 recommended by Nunnally (1967), with a coefficient alpha of 0.90. The new 
product opportunity analysis construct was also adapted from Song and Parry (1997) and had 
7 self-report items that demonstrated acceptable reliability and internal consistency, well 
above the 0.7 recommended by Nunnally (1967), with a coefficient alpha of 0.83. The new 
product development pretesting construct was adapted from Swink and Song (2007) and had 
5 self-report items that demonstrated acceptable reliability and internal consistency, above the 
0.7 recommended by Nunnally (1967), with a coefficient alpha of 0.78. Finally, the new 
product development commercialization construct was adapted from Song and Parry (1997) 
and had 7 self-report items that demonstrated acceptable reliability and internal consistency, 
well above the 0.7 recommended by Nunnally (1967), with a coefficient alpha of 0.92. 
 
New Product Performance - was measured in terms of the perceived level of external 
success of the new product in terms of market success and financial success using such 
measures of market and financial performance as sales, market share, revenue, profit, and 
return on investment (ROI). The measurement scale was adapted from Griffin and Page 
(1996) and had 8 self-report items that demonstrated acceptable reliability and internal 
consistency, well above the 0.7 recommended by Nunnally (1967), with a coefficient alpha of 
0.96. 
 
After the pilot test the questionnaire was directed to a purposeful sample of 201 export 
ventures in the Republic of Thailand from the electrical and electronics industries, yielding 
103 useable questionnaires being returned accounting for an effective response rate of 51.2 
percent and considered to be adequate. 
 

DATA ANALYSIS 

The data were initially analysed using principal components analysis to assess the 
psychometric properties of the instrument. The primary concern was interpretability of the 
factors. All items loaded appropriately and no cross loadings above 0.2 were identified with 
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only factor loadings of above 0.5 being accepted. Each scale was reviewed using factor 
analysis to establish that they were unidimensional. The final reliabilities for all scales were 
greater than the 0.70 recommended by Nunnally (1967). 
  
The preliminary results indicated that the psychometric properties of the scale were 
acceptable and as such it was appropriate to examine the research question. To what extent is 
new product performance influenced by market intelligence generation, dissemination and 
responsiveness, new product technical development, commercialisation, idea development, 
opportunity analysis and pretest when measured by a new product performance measure that 
includes market and financial measures of performance. 
 
To explore the influence of market intelligence generation, dissemination and responsiveness, 
new product technical development, commercialisation, idea development, opportunity 
analysis and pretest on new product performance, a 2-group discriminant analysis was used in 
order to determine which variables best distinguished between firms with high- versus low- 
new product performance. All variables were entered simultaneously in the discriminant 
analysis so as to determine which variables were the best discriminators, after controlling for 
all other variables (Jackson, 1983). The antecedent variables of market intelligence 
generation, dissemination and responsiveness, new product technical development, 
commercialisation, idea development, opportunity analysis and pretest were each measured 
on composite scales created by summing the items, respectively. In the discriminant analysis, 
the two groups were identified by splitting the groups at the median score for the composite 
measure of new product performance that included market and financial measures of 
performance. 
 
Table 1 Discriminant Analysis  Structure Matrix 
Characteristics Alpha Reliability Composite Measure of 

Performance 
P< 

Market Intelligence 
Responsiveness 

0.85 .872 0.001 

Market Intelligence 
Dissemination 

0.88 .662 0.001 

Market Intelligence 
Generation 

0.87 .365 0.001 

New Product 
Commercialisation 

0.92 .326 0.001 

New Product Idea 
Development 
New Product Technical 
Development 
New Product Pretest 
New Product 
Opportunity Analysis 

0.87 
 
0.90 
 
0.78 
0.83 

.303 
 
.210 
 
.182 
.180 
 

0.001 
 
0.01 
 
0.05 
0.05 

 
Pooled within-groups correlations between discriminating variables and standardized 
canonical discriminant functions  
 
Variables ordered by absolute size of correlation within function. 
 
All variables used for the discriminant analysis were measured on five-point interval scales 
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 Correctly Classified: 93.2% 
 Wilks’ Lambda = 0.381, p<0.001 
 Canonical Correlation = 0.787 
 
In the discriminant analysis, new product performance perceptions were examined by using a 
composite measure of new product performance that included financial and market success.  
In the discriminant analysis, the discriminant function was significant (Chi Square [composite 
measure of new product performance] = 93.708, df = 8; p = 0.000).  Table 1 gives the 
correlations between each discriminating variable and its respective discriminant function.  
For the composite measure that was used to assess new product performance the strongest 
predictors were market intelligence responsiveness, dissemination, and generation, together 
with new product commercialization, new product idea development, new product technical 
development, new product pretest and new product opportunity analysis. In fact all 
antecedent variables were strong predictors of new product performance. 
 
To assess how effectively the derived discriminant functions were able to classify cases, a 
confusion matrix was generated and the jackknife (leave-one-out) method was applied for 
classification (Crask and Perreault, 1977). For a composite measure of new product 
performance, market intelligence responsiveness, dissemination, and generation, together 
with new product commercialization, new product idea development, new product technical 
development, new product pretest and new product opportunity analysis, 93.2 percent of the 
grouped cases were correctly classified.  

 
Largely, the results indicate that the new product performance of Thai export ventures at a 
market and financial level is influenced by market intelligence responsiveness, dissemination, 
and generation, together with new product commercialization, new product idea 
development, new product technical development, new product pretest and new product 
opportunity analysis. 

DISCUSSION 

This study sought to examine the influence of the different dimensions of market orientation 
and the different stages of new product development, namely, market intelligence generation, 
dissemination and responsiveness, new product technical development, commercialization, 
idea development, opportunity analysis and pretest on new product performance in Thai 
export ventures. Although the market orientation literature provides strong evidence to 
suggest that there is a significant empirical relationship between the different dimensions of 
market orientation and performance, there is limited empirical evidence between the different 
dimensions of market orientation and new product performance together with limited 
empirical evidence on the relationship between the different stages of new product 
development and new product performance. This study’s finding overcomes this void in the 
literature finding that the different dimensions of market orientation and the different stages 
of new product development were all able to significantly discriminate between high and low 
export performance.  
 
Market orientation has been theorized to have a significant positive effect on overall export 
performance. The results of this study, therefore, contribute to the body of knowledge by 
identifying that market orientation also has a significant positive effect on new product 
performance confirming that a sustainable competitive advantage and superior performance 
can be achieved by being equipped to respond to current and future market needs via accurate 
information gathering. This finding further suggests that market orientation via successful 
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intelligence generation, dissemination and responsiveness is a necessary ingredient for 
successful new product performance.  

The findings of this study suggest that market orientation is a three-dimensional construct 
consisting of market intelligence generation, market intelligence dissemination, and market 
intelligence responsiveness. Each of the three dimensions of market orientation influences 
new product performance significantly and positively. Market intelligence responsiveness as 
a predictor variable is the strongest predictor of new product performance for the Thai export 
ventures. This is followed by market intelligence dissemination and generation. It is 
important for the management of Thai export market ventures to be aware of these findings 
for future success. Therefore, for higher new product performance in their export ventures the 
management of the Thai export ventures need to have a dedicated focus on intelligence 
dissemination. In other words, the higher the firms’ intelligence dissemination, the higher 
their new product performance. The logic behind this contention is that the greater the 
dissemination of intelligence amongst the firms different departments the greater the 
knowledge of their customers’ needs and wants will be through all the firm’s different 
departments and through this knowledge it will enable management to better position the firm 
with respect to its competitors thereby yielding better new product performance. In relation to 
the different stages of new product development each different stage had a significant 
positive impact on new product performance suggesting that all stages of new product 
development were important when it came to new product performance.  
 
The study findings contribute to the debate in the strategic management literature in two 
primary ways. First, the study introduces new product performance into the marketing 
capabilities-based competitive strategy research as applied in international marketing 
identifying all three market orientation dimensions as key antecedents of new product 
performance. Second, the study findings suggest that all stages of the new product 
development process have a significant impact on new product performance.  
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IS GOOD CORPORATE GOVERNANCE FRIEND OR FOE? 

EVIDENCE FROM BANKING SECTOR IN EMERGING MARKET 
 

Abstract 

This study examines the value of companies in banking industry from 2008 to 2011. By using 
the Good Corporate Governance (GCG), Earnings Management (EM) and Dividend Payout 
(DP) as a proxy measurement of impact on firm value (PBV), we investigated 30 Indonesia 
bank recorded on the Indonesia Stock Exchange for four consecutive years and applied 
multivariate regression analysis to test the proposed hypothesis. The results indicate that 
GCG and Earning Management have the effect of lowering the value of the firm (PBV). 
These unique findings opened interesting analysis on banking industry in emerging market.   
 
Keywords: Good Corporate Governance, Earning Management, Dividend Payout, Price to 
Book Value  
 

INTRODUCTION 

Along with the development of banking supervision as a sector that provides services to the 
community, the bank functions become wider, and have a central role in economic 
development and business. Trust is a major factor in allocating one’s funds into the bank. 
Unfortunately, there are still banks that pervert this trust at the expense of the customer and 
investors resulting trust to the banking industry declined.  
 
Some evidence of such cases that hit the global investment was Lehman Brothers Inc., which 
performed 'cosmetic accounting', causing the bank to collapse, Bearing Brother Inc., which 
was the oldest bank in the UK eventually went bankrupt because of a 827 million pounds lost 
due to trading, until the most-recent  banking cases that hit several banks in Indonesia starting 
from the case of  Duta Bank and Century Bank due to  lost in clearing, which causes deficits 
in the bank, customer funds fraud cases by the bank personnel at Citibank Indonesia,  until 
the major cause of Bank of Indonesia Liquidity Assistance (BLBI), which is BLBI assistance 
scheme (loan) provided by Bank of Indonesia to banks experiencing liquidity problems at the 
time of the 1998 monetary crisis in Indonesia. This scheme is based on an agreement with the 
IMF Indonesia in addressing the crisis. In December 1998, Bank of Indonesia has distributed 
BLBI of Rp 147.7 trillion to 48 banks. 
 
These phenomenal cases raise a series of questions by the public as bank customers and 
investors, in particular, as to why this could happen? Are banks still can be considered as an 
institution that at the same time can be trusted by the public and business investor? Why does 
the manipulation of customers and investors keep recurring? Why are these manipulation's 
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practices often too late to be detected? There are also some questions referring to the 
transparency and accountability of company’s performance. 
 
The implementation and management of Good Corporate Governance (GCG) is the key to 
successful management of a service industry, especially in the banking sector, where 
corporate governance is a concept that emphasizes the importance of the right of shareholders 
to obtain the correct, accurate and current information. It also shows the company's obligation 
to disclose all corporate financial performance information in a precise, current and 
transparent. Therefore, every company should look at GCG as an effort to increase the 
performance and value of companies instead of a mere accessories (Tjager, 2003). 
 
Financial statements as information products are created by the company, cannot be separated 
in the drafting process. There is a tendency to pay attention to earnings by the management 
based on the behavior that tends to encourage Earning Management. Lately, financial reports 
have been a central issue as a source of manipulation of information that could be detrimental 
to the parties concerned. Earning management can also occur because managers were given 
the freedom to choose any accounting methods that will be used to record and disclose its 
private financial information. The financial statements presented by management can be 
engineered to produce a desired level of profit in achieving certain goals. Earning 
Management done so as if company has earnings quality is good and stable, with the 
expectation of earnings reported a positive response by the market (Kusindratno and Sumarta, 
2005). 
 
Since there was some inconsistency in the previous studies, this research is motivated to 
prove the role of the application of existing regulations such as the implementation of good 
corporate governance by the banks. It will directly provide a positive impact for the bank and 
indirectly the value of the company. This research is also intended to explore the content of 
the information that should be very useful both for the investors and customers. This study is 
expected to be able to contribute both to science (body of knowledge), the Government as 
regulator, customer and society as economic actors and other business activities. The 
importance of the information obtained either gained from the company or acquired from 
other parties is the main goal of this study. Therefore, with such information as customer 
communities and businesses can see clearly the performance of banks that existed at this 
time, especially banking in Indonesia to make a rational decision.  
 
In order to provide empirical evidence, this paper is organized as follows. Literature review 
and prior studies on Good Corporate Governance and Bank Performance are briefly outline in 
second section of this paper. The third section of this paper is methodology and research 
model and followed by research findings and discussion in fourth section. We provide some 
concluding remarks in fifth section. 
 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

The development of Good Corporate Governance in modern economics is essentially arisen 
due to changes in industry structure, where previously the company only employed the family 
members (family own business), but nowadays company has been very open to hiring a 
professional. In economics literature that emerged in 1960 to 1970, explores risk sharing 
between individuals or groups. Many problems that arise due to differences in objectives 
between the owners of the company (principal) and professionals (agents) are employed by 
the principal (Steven Ross, 1973; Jensen & Meckling 1976). 
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Some study combines the legal and economic perspectives (Berley and Means 1932). The 
findings of this study suggested the separation of risk-bearing functions of ownership and 
management control functions to create the conditions in which professional managers can 
take action to determine the owner and their own personal gain. The importance of this study 
is to create new and reliable communication channels in order to protect the interests of 
shareholder by allowing them to assess managerial performance in their role as sources of 
company resources. The study was based on a situation where in 1929 a crash occurred on 
property industry in United States. Berley and Means' work became the foundation of further 
study by Jensen and Meckling on the capital market agency model in accounting. 
 
With the separation between ownership controls by the principal to the agent in an 
organization tend to cause an agency conflict between the principal and agent.  Jensen and 
Meckling (1976) revealed the agency relationship in an organization. The company is a nexus 
of contracts, the owners of economic resources or commonly called the principal, with the 
managers of the organization (manager) or called agents who take care of the use and control 
of these resources. Efforts to overcome the agency problem will impact on the emergence of 
cost agency, where agency costs will be borne by both the principal and agent as manager of 
the company. 
 
Several researchers have made observations on the implementation of GCG. Johnson (2000) 
provides empirical evidence that the poor level of corporate governance implementation has a 
negative impact on the stock market and the value of the currency during the Asian crisis. 
Meanwhile, Black (2001) argues that the influence of corporate governance practices on firm 
value will be stronger in developing countries than in developed countries. This is due to the 
more varied practices of corporate governance in emerging countries compared to developed 
countries. Durnev and Kim (2002) provide evidence that corporate governance practices are 
more varied in countries with weaker legal environment. Currently, other researchers found 
that there is a strong influence among the GCG implementation on firm value (Klapper and 
Love, 2002; Mitton 2000).  
 
In the Indonesian banking industry, the implementation of good governance became 
mandatory for all banks operating in Indonesia. It is especially for banks that have gone 
public. The reference of this regulation is issued by Central Bank Indonesia, i.e. Bank of 
Indonesia's regulation No. PBI/89/2010 that the GCG assessment is based on Transparency, 
Accountability, Responsibility, Independency, and Fairness principles. Each component is a 
weighted index, which a higher index means the higher the value, the better the 
implementation of GCG in the bank. Thus, the hypothesis can be constructed as follows:  
 
Hypothesis 1: The applications of good corporate governance have a significant impact on 
firm value. 
 
GCG is also intended to reduce Earning Management actions that occur in the company. 
Earning Management actions can cause dilution effect for interested parties to a financial 
statement, which is the act of choice by Earning Management manager off accounting 
policies, or action affecting, so as to achieve earnings reported some specific object. (Scott 
2009), this revealed that earnings management can have a positive impact or negative impact 
on the value of the company. 
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There are some patterns that motivate agents to engage the act of Earning Management; 
Taking Bath, Income Minimization, Income Maximization, Income Smooting. An empirical 
evidence can be presented in the agent motivation in doing Earning Management in order to 
get Bonus Plan (Healy, 1985; Mc Nichlos and Wilson, 1988; Jones 1991; Holthousen, 
Larcker, and Sloan, 1995), another motivation is Contracting Motivations where enterprises 
seek to delay or postpone debt due date (Sweeny, 1994; De Angelo, De Angelo and Skinner, 
1994; Bowen, DuCharme, Shores 1995) 
 
Research on Earning Management has been done many times, by showing inconsistent 
results, some researchers have proven that there is a positive impact of Earning Management 
application done by the company (Stöcken and Verrecchia 2004) in which earnings 
management can be used to reveal inside information to investors to make good imposes a 
cost since, if it is buried in operation. Other evidence reveals that earnings management made 
a positive impact on the stock market responded using Jones model (Subramanyam 1996). 
 
However there are contradictory proof where earning management was used and it gave a 
negative impacts for the value of the company, it was revealed in the research done by 
Dechow, Sloan, Sweeney (1996), who Examined 92 firms in the United States. Their 
investigations revealed a common motivation for implementing earnings management was 
debt covenants. Other studies revealed agent’s motivation in implementing earnings 
management is to pursuit of  bonus where the bonus is taken from the net profit of the 
company, this will decrease the value of the company (Hanna 1999). With that the second 
hypothesis can be constructed as follows: 
 
Hypothesis 2: Behavior earnings management will have a significant impact on firm value. 
 
Dividend announcement is a sign given by the managers in regards to their beliefs about 
future developments in the company (Miller and Rorke, 1985). Managers as agents have 
access to a better understanding of the company and their ability to convey his belief about 
the company’s future to the investors by showing dividend announcement. Gelb (1994) 
proved that the dividend is a good sign to convey the intent of the company to investors. 
Dividend announcements can be used by investors to reduce information asymmetry with the 
manager, so the announcement of the dividend is useful information for decision making. 
Therefore, dividend announcements containing useful information. 
 
Research on dividends have been carried out with inconsistent results, some investigators 
failed to prove the information content of dividends (Gonedes, 1978; Brooks, 1996) while 
other researchers had found the information content of dividends (Petit, 1972; Aharony and 
Swary, 1980; Bajaj and Vijh, 1995; Benartzi, Michaely and Thealer, 1997; Mikhail, Walther 
and Willis, 1999). Gonedes (1978) tested the information content of dividends to 258 
dividend announcements during the period 1952-1972 in the United States. The result 
showed that there was no significant abnormal return when it is declared. Dividend 
announcement was not used by investors to make informed decisions. Brooks (1996) 
examined the effect of dividend announcement on the information asymmetry between 
managers and investors. The result showed that there was no difference in information 
asymmetry in the period before and after the announcement of the dividend announcement. 
The results of Gonedes (1978) and Brooks (1996) suggest that dividend announcements have 
no information content for investors. 
 



IS GOOD CORPORATE GOVERNANCE FRIEND OR FOE?  
EVIDENCE FROM BANKING SECTOR IN EMERGING MARKET 

Page 294 of Volume 2 
 

Research conducted in Indonesia also did not produce consistent results. Amsari (1993), 
Soetjipto (1997), Raharjo (2000) have failed to prove the information content of dividend 
announcements. Suparmono (2000), Setiawan and Hartono (2003). Amsari (1993) conducted 
a study of 57 companies who declared their dividends at the Jakarta Stock Exchange during 
1990 to 1992 showed result that the dividend announcement has no effect on the share price 
at the Jakarta Stock Exchange. The study failed to find evidence that dividend 
announcements has information content for investors 
 
Soetjipto (1997) tested on the effect of dividend announcement on stock exchange returns in 
the Jakarta Stock Exchange. The sample used in the study were 40, divided into : 12 with 
increase dividend announcements, 9 with fixed dividend announcements and 19 with decline 
dividend announcements. Results of these studies did not prove the information content of 
dividends. That means the dividend announcement does not contain information that is 
meaningful to investors 
 
Raharjo (2000) conducted a study at the Jakarta Stock Exchange using a sample of 84 
companies that pay dividend increases and decreases. Results of these studies showed that the 
dividend announcement has no significant effect on stock returns in the Jakarta Stock 
Exchange during 1994. Changes in dividend payments have no effect on stock returns during 
1994. The results Amsari (1993), Soetjipto (1997) and Raharjo (2000) suggested investors 
not to use the dividend announcement information to make investment decisions. Based on 
the review of literature that has been done, the hypothesis related to the information content 
of dividend announcements are as follows. 
 
Hypothesis 3: Dividend payout would have a significant impact on firm value 
 
We choose sample research from 2008 to 2011, which the 2008 is used as the basis for 
calculation of Earning Management in 2009 and the 2011 is used as the basis for distribution 
of dividend declared a year earlier. The data used for this study are all companies listed on 
the Stock Exchange Banking Company, amounting to 20. 
 
This study uses multiple linear regression model to answer the hypothesis, in which the test is 
conducted prior in order to meet the assumptions of classical regression estimation properties 
are Best Linear Unbiased Estimator / BLUES (Sutrisno 2010). This study was designed to 
determine the effect of the independent variables with the Good Corporate Governance Index 
Bhuiyan models Biswas (2007) who measured with: 
 

	
Total	score	items	disclosed	by	firm

Maximum	score	that	should	be	disclosed	by	firm
	x	100% 

 
 Earning Management measured using model Beaver and Engel (1996), as measured by:  

NDA it  = α0 + α1 Co it + α2 LOAN it + α3 NPA it  + α4 ∆NPA it+1 + ε   (1) 
DAit = TA it – NDA it          (2) 

 
Dividend Payout is the dummy variable if a company shares its dividend will be given a score 
of 1 and 0 if otherwise. While the dependent variable in represented Company Value with 
Price to Book Value (PBV) can be measured by: 
 

stock	market	price
Book	value	of	Firm
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So the basic model in this study can be formulated as follows: 
 

PBV it+1 = bi + b1 GCG i  +  b2 EM i + b3 DP i + ei 

 
Standard statistical features and test, including descriptive test Adjusted R2, F-Test, t-test  
 

RESEARCH RESULT AND DISCUSSION 

Descriptive of the test showed that the value of a firm that represented with PBV showed an 
average standard deviation of 1.92313 to 0.988488. Value of the company exceeds the 
number 1. This shows that the market value of the stock is greater than its book value. The 
greater value of the PBV ratio indicates that the company's prospects will be an attraction for 
investors to buy the stock, so it will lead to increased demand, which will drive the stock 
price to increase. While good corporate governance variables showed a minimum value of 
0.755 and a maximum value of 1.00 and the average value of 0.9427. The standard deviation 
is 0.6704; this shows that the majority of companies have implemented good corporate 
governance (GCG) in accordance with Bank of Indonesia Regulation. 8/4/PBI/2006.   
 
While the earning management (EM) variable, which(EM) variable, which measured by 
using specific accrual models (Beaver and Engel, 1996), shows the average value of -5.033 
with a standard deviation of 9.660, the minimum value -4.19372, and the maximum value 
7.0300. In average, the results show that the marked negative earnings' management 
behaviors of firms in the sample were observed doing most of the earning's management with 
lower earning's enterprise. And this variable indicates in average less than half of the sample 
distribute dividends to its investors.   
 
[“Table 1 goes about here’] 
 
Hypothesis testing for the effect of GCG's implementation on the enterprise value 
(PBV)  
T-test results for the variable of good corporate governance (GCG) at -0.211 with a 
significance value of 0.040 which is under 0.05, and the coefficient is negative for GCG -
4.012. Judging from the level of significance <0.05 was accepted hypothesis 1. This means 
that the implementation of good corporate governance is a significantly negative effect on 
firm value. 
 
Hypothesis testing for the effect of earning's management (EM) on firm value (PBV). 
T-test on earning's management (EM) at -3.61 with a significance value of 0.001 which is 
under 0:05.with a negative coefficient of -4.9.is accepted. This means that earning's 
management has significantly negative effect on firm value that the higher the earnings' 
management, the lower the value of the company. This mean hypothesis 2 was accepted.   
 
Hypothesis testing for the effect of dividend payout (DP) on firm value (PBV)  
T-test for dividend payout (DP) the amount of - 0.982 with significant amount 0.330 are 
above 0.05 with a negative coefficient of - 0.264. Thus, the hypothesis 3 is rejected.  
 
[“Table 2 goes about here”] 
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Testing the hypothesis by using the partial F-Test 
Based on the table below, it shows the F value of 5.028 with a significance of 0.004. The 
significant-probability value of the test is less than α (0.05), it can be concluded that there is a 
significant relationship between good corporate governance, dividend payout, and earning's 
management simultaneously to firm value.  
 
[“Table 3 goes about here”] 
 
[“Table 4 goes about here”] 
 

Discussion  

In corporate banking implementation of good corporate governance is mandatory and must be 
complied with, as stated in the PBI No.8/4/PBI/2006. Violation of Bank of Indonesia 
Regulation constitutes is a violation of administrative sanctions, but based on the statistical 
results indicate the implementation of good corporate governance has a negative effect on 
firm value. This is due to the implementation of good corporate governance in the banking 
industry just as to fulfill the Bank of Indonesia's regulation No.8/4/PBI/2006. Not because the 
necessity to implementing good corporate governance but rather in the direction of 
compliance with the rules. Application of the principles of good corporate governance in 
weak banking environment could undermine investor confidence and stakeholders, will affect 
the share price and also the confidence to invest money from customers, especially for the 
banking industry which essentially is the trust between the storage and the channeling of 
funds, clearly this will affect to lower the value of the company.  
 
In this study, we found a tendency for banking companies conduct earning's management 
behavior by  minimizing income that can be seen in the descriptive statistics that the average 
banking company did reducing profits, which could be seen from the negative point of view. 
This will impact on the decreasing value of the firm. Motive behind the earning's 
management behavior is due to the lower profit agency wants to delay on payments on 
maturity of debt with debt covenants and renegotiation of tax saving's motive so that agents 
get bonuses in the year to come. 
 
Dividend show has no significant impact on PBV, this result strengthening of previous 
research conducted by Amsari (1993), Soetjipto (1997), and Raharjo (2000). It shows it 
shows that the capital market in emerging markets, especially Indonesia, is still speculation 
and irrational. Where the use of the information provided cannot be fully utilized by market 
participants. 
 

CONCLUSION 

Our study reveals several important findings related to the implementation of good corporate 
governance, earning's management behavior and dividend payout on firm value. Study 
revealed that the implementation of GCG, which is mandatory from Bank of Indonesia, as the 
central bank is run by almost all banks that go public, which is expected the implementation 
of GCG could reduce earning's management behavior by agents. However, the empirical 
findings show that the implementation of GCG does not generate a positive impact on the 
value of the company. It is because the role of agents in the banking industry that is still very 
dominant, leading to asymmetric information between the principal and agent.  
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In addition, the un-optimized implementation of GCG is related to the characteristics of 
Indonesian investors who are still irrational. It can be seen in lack of utilization of financial 
statements, which relatively they do not pay full attention to the information regarding the 
distribution of dividends. Furthermore, due to the number of existing investors in Indonesia is 
mostly corporations, which are leading market players in emerging markets, are speculators.    
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Table 1 
Descriptive statistics

 N Minimum Maximum Mean Std. Deviation 

PBV 59 .674 4.638 1.92313 .988488 

EM 59 -4.19372E13 703002649865.22000 -5.0334480E12 9.66000212E12 

GCG 59 .755555555556 1.000000000000 .94274952919021 .067042794619844 

Dividend 
Payout  

59 0 1 .41 .495 

Valid N 
(listwise) 

59 
    

      

Sourced: Data Processed 
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Table 2 
Regression Analysis 

 
Sourced: Data Processed 
 
 
 
 

Tabel 3 
F-Test 

 
Sourced: Data Processed 
 
 
 

Table 4 
Model Summary 

 
Sourced: Data Processed 

Coefficientsa

5.567 1.763 3.157 .003

-4.9E-014 .000 -.482 -3.61 .001 .799 1.252

-4.012 1.903 -.271 -2.11 .040 .861 1.161

-.264 .268 -.132 -.982 .330 .788 1.269

(Constant)

EM

GCG

DP

Model
1

B
Std.
Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig. Tolerance VIF

Collinearity
Statistics

Dependent Variable: PBVa. 

ANOVA b

12.191 3 4.064 5.028 .004a

44.452 55 .808

56.643 58

Regression

Residual

Total

Model
1

Sum of
Squares df Mean Square F Sig.

Predictors: (Constant), DP, GCG, EMa. 

Dependent Variable: PBVb. 

Model Summaryb

.464a .215 .172 .89901 .215 5.028 3 55 .004 1.836
Model
1

R
R

Square

Adjusted
R

Square

Std. Error
of the

Estimate

R
Square
Chang

e F Change df1 df2
Sig. F

Change

Change Statistics

Durbin-
Watson

Predictors: (Constant), DP, GCG, EMa. 

Dependent Variable: PBVb. 
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LECTURER QUALITY AND STUDENT ACHIEVEMENT: EVIDENCE 

FROM RELIGION-BASED HIGHER EDUCATION INSTITUTION 
 

Abstract 

The inconclusive findings on the relationship between lecturer quality and student 
performance have driven this study to re-examine this challenging topic in the context of 
religion-based higher education institution. By using 56 respondents as the sample and Chi 
Square analysis to test six-aspects of lecturers’ teaching performance in one year academic 
(2009-2010), this study finds that lecturers’ teaching performance does not affect statistically 
student achievement. Even though, in certain aspects of lecturers’ teaching performance, such 
as lecturers’ discipline, material mastery, and personality, the students perceive it highly 
positive related to their material comprehension. It implies that those aspects play important 
role to create conducive learning process. In the other words, lecturers’ soft-skills are 
important in religion-based higher education institution’s learning environment to deliver and 
disseminate knowledge effectively.  
 
Keywords: lecturer quality, student achievement, religion-based higher education institution 
 

INTRODUCTION 

In the competitive higher-education environment nowadays, many scholars, university 
administrators, parents, and students, believe that lecturer quality, which is considered widely 
as one of the university's distinctive advantages, plays an important role (Ferguson, 1991, 
1998; Goldhaber, 2002; Sanders, 1998, 2000). They argue that to improve student learning, 
lecturers will need to increase their skills. This belief is bit contradiction by the fact that there 
is the lack of consistent empirical findings regarding the relationship between lecturers’ 
observable characteristics and student achievement (Hanushek, 1986; Wright, Hom, & 
Sanders, 1997). Prior studies reveal little constant evidence that students perform better when 
their lecturers have more 'desirable' characteristics. Those facts have led some scholars to 
conclude that, even though lecturer quality may be important, the effect of lecturer quality on 
student achievement is possibly driven by certain characteristics that are relatively difficult to 
measure (Wright et al.,1997; Rowan, Correnti & Miller, 2002; Rivkin, Hanushek & Kain, 
2005) 
 
In Indonesia, the study on lecturer quality and its effect upon the education process become 
important since the government ratifies the Law No. 14/2005 on Teacher and Lecturer, which 
regulate and require certain teacher and lecturer qualification referred to the education level 
served; presumably, it is driven by the perception of lagging student achievement caused by 
inappropriate lecturer qualification. Some scholars argue that the quality of learning and 
teaching’s processes and outcomes is ultimately determined by the quality of academic 
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interactions between lecturers and students. Therefore, this argument becomes important 
since in the Islamic philosophy it is a very high appreciation for teachers and lecturers. The 
position of teachers/lecturers is placed just under prophets and apostles because 
teachers/lecturers are always associated with science.     
 
The important position of lecturer in teaching and learning process is the main reason of this 
study to reexamine the effect of lecturer characteristics on student achievement. Different 
from prior studies, the purpose of this study is to evaluate which aspects of lecturer quality 
influence the academic performance of Islamic-based higher education institution students. 
This study will provide some significant contributions by provoking the questions: Does the 
Islamic values-based learning process provide supportive environment for certain aspects of 
lecturer quality to improve students’ academic achievement? If so, which aspects are more 
dominant? Are there no differences between Islamic values-based higher-education 
institutions and the secular ones in terms of the effect of lecturers’ characteristics on students’ 
achievement? It will also expand the empirical findings regarding the effect of certain 
religion values in the university learning process in developing countries. By using more 
recent data, this study will present a more comprehensive picture of the education 
improvement strategies.          
 
To present the empirical findings, the paper is organized as follows. The literature review and 
prior studies on lecturer characteristics, student achievement, and learning process aspects are 
briefly outlined in Section 2. The methodology and research model is described in Section 3, 
followed by the research results and discussion in Section 4. We provide some concluding 
remarks in Section 5. 
 

LITERATURE REVIEW 

The search of the answer on how or whether teachers/lecturers affect student achievement is 
often referred to Coleman's Equality of Educational Opportunity, released in 1966 (Coleman, 
1990). The study, which is frequently referred as the Coleman report, uses aggregated 
measures of school inputs in terms of facilities, teacher characteristics, such as the average 
educational level of the teachers' families, the average years of experience, and the teachers' 
average level of education, and student population characteristics to investigate the effect of 
schools on students' educational achievement. Interestingly, the report reveals that teacher 
and schools’ characteristics have little effect on student performance.  
 
Related to the report, prior studies demonstrate that there is a substantial shift of theoretical 
and practical emphasis on education. These increasing researches, which acknowledge the 
lecturers as one of the principal components of any pedagogical program in higher-education 
institutions, centered on the main aspects of lecturer quality (Ballou & Podgursky, 2000a; 
Darling Hammond, 2000; Goldhaber & Brewer 2000; Monk, 1994; Wenglinsky, 2000a; 
Wilson, Floden, Ferrini-Mundy, 2001). However, the empirical evidence has thus far failed to 
identify specific lecturer characteristics, such as experience, professional development, 
teaching efficacy, and higher-level degrees that are linked to higher students’ achievement 
scores. These inconclusive results create a dilemma for educators and policy makers in 
determining the actual driver of student achievement. It is especially related to the facts that 
some lecturers are much more successful than others within the classroom, but there is no 
persuasive evidence on how to raise the overall quality of classroom teaching (Porter & 
Brophy, 1988).     
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Referred to the inconclusive findings of the effect of lecturer characteristics on student 
achievement, at least there are two contradictory sides. In the positive influence side, Sanders 
(1998) find that the effectiveness of teachers has more influence on student achievement than 
any other schooling factors.  Wright, Hom, and Sanders (1997) also believe that improving 
the effectiveness of teachers is the way to upgrade education. Strauss and Sawyer (1986) 
reported a modest and positive relationship between teachers’ performance and students’ 
academic achievement. Meanwhile in the less-influence side, Hanushek (1986) showed that 
most explicit measures of lecturer qualifications like experience and education had a little 
effect on student achievement. The study of Aaronson, Barrow, and Sander (2007) reported 
that lecturer characteristics, such as highest level of education, experience, credentials, and 
selectivity of the college that the lecturer attended, only account for 10 percent of the 
variance in lecturer effects on student learning. In the other word, 90 percent of the variance 
in lecturer effects on student learning was explained by other factors. These findings 
supported a review of five studies by Rice (2003), which examined student achievement in a 
wide variety of grades and subject areas. It found that lecturers having completed an 
advanced degree had no significant effect on student performance (Summers &Wolfe, 1977; 
Link & Ratledge, 1979; Murnane & Phillips, 1981; Harnisch, 1987; Monk, 1994). 
 
Despite the surprisingly few studies to exist that link the qualifications of individual lecturers 
to the performance level of students, this mix of results triggers another question, i.e. which 
dimensions are actually used to measure the lecturer quality? Prior studies centered mostly 
around eight areas of research relating to teacher/lecturer qualifications as they relate to 
student achievement. The first section contains information about teacher quality. The second 
section focuses on subject-matter knowledge/preparation. The third area focuses on teacher 
certification. The other sections focus on alternative certification, i.e. the academic degree 
major or minor, highest degree attained, teaching experience, teacher working conditions and 
student achievement in schools. However, in this study, the lecturer qualification is measured 
as a combination of six dimensions proposed by Sanusi (1999) and Indonesian Ministry of 
Education and Culture (1980).    
 
Five dimensions of lecturer quality 
In the context of Indonesia's education environment, Sanusi (1999) argues that the quality of 
lecturers lies in the performance of duties and responsibilities in five dimensions, namely, 
subject/course mastery, the ability to perform his duty full-responsibly, proportionately in 
taking decision, and the ability to apply good teaching methodology in the class. Meanwhile, 
the Indonesian Ministry of Education and Culture (1980) establish ten basic capabilities that 
teachers/lecturers should have, i.e. the ability to: (1) master the material, (2) manage the 
teaching and learning program, (3) manage the classroom, (4) use the teaching and learning 
media, (5) master the basis education, (6) manage the interaction within teaching and learning 
process, (7) assess the students achievement, (8) know the functions and programs of 
guidance and counseling services, (9) recognize and administer the school, and (10) 
understand and interpret the principles of educational research for teaching purposes. 
 
Those capabilities can be grouped into two important aspects, i.e. lecturer efficacy and 
lecturer’s teaching style. Prior studies have shown that lecturers with a strong sense of 
efficacy often take more risks, set higher standards for themselves and their students, and 
provide the potential for better academic gains among learners (Pajares, 1996; Schunk, 1991; 
Wood & Bandura, 1989). Lecturers’ adoption of innovations is strongly related to their 
efficacy, which this behavior has the potential to impact student achievement (Gusky, 1988; 
Smylie, 1988). It also relates to the classroom management strategies (Gibson & Dembo, 



LECTURER QUALITY AND STUDENT ACHIEVEMENT:  
EVIDENCE FROM RELIGION‐BASED HIGHER EDUCATION INSTITUTION 

Page 303 of Volume 2 
 

1984), which preserve student motivation and self-esteem, both with the possibility of being 
translated into more success for individual students. Good and Brophy (2003) find that 
lecturer efficacy may influence student achievement through teacher persistence, which 
lecturers with high efficacy take responsibility for student learning and may view student 
failure as a push for greater effort to improve achievement.  Good and Brophy (2003) also 
argue that lecturers with high efficacy are risk-taker and more self-confidence in overcoming 
classroom challenges, which contributes to higher student achievement. 
 
Meanwhile, according to Conti and Welborn (1996), teaching style refers to a lecturer’s 
pervasive qualities that persist even though situational conditions may change. It is the 
expression of the totality of lecturer’s philosophy, beliefs, values and behaviors (Jarvis, 
2004). It is often associated with various acquirable and identifiable sets of consistent 
classroom behaviors by the lecturer regardless of the content that is being taught. Prior 
studies (Knowles, 1980; Heimlich & Norland, 1994) report that teaching style is a very 
influential factor in the students' learning experiences and is a critical component in 
determining the extent of students’ learning. It is because lecturers provide the vital human 
connection between the content and the environment and the learners, and it stems from an 
educational philosophy that lends direction and purpose to a teacher’s teaching (Galbraith, 
1999). Teaching style effectiveness has a comprehensive body of research, especially in 
mainstream education, which links it also to student achievement outcomes (Black, 1993; 
Conti, 1985; Cupkie, 1990; Miglietti & Strange, 1998; Welborn, 1996). This extensive 
research is based on the premise that lecturers do not all teach alike, and that classroom 
teaching styles are not all equally effective (Baily, 1984).    
 
In this study, those two lecturer’s important aspects are divided into six dimensions of 
lecturer quality, i.e. the ability in the teaching-learning process, the ability in using learning-
media, the material mastery, discipline behavior, personality, and motivation. The first three 
dimensions are the representatives of lecturer efficacy. Meanwhile, the other three 
dimensions are for teaching style. This study hypothesizes that six dimensions of lecturer 
quality affect student academic achievement. Figure 1 shows the research framework in this 
study.   
 
[“Figure 1 goes about here”] 
 

METHODOLOGY 

This study employed a correlative method aiming to determine whether there was significant 
relation between six dimensions of lecturer quality and student academic achievement or not. 
By distributing questionnaires to 56 respondents and observing their grade-point average 
(GPA) as the proxy of academic performance, this study used Chi-square test the relationship 
of students’ perception of lecturer’s quality dimensions and their GPA.  
 
To classify each dimension’s level, this study set five (5) as the lowest score and 15 as the 
highest one, which there were five score-range, as shown in Table 1. 
 
[“Table 1 goes about here”] 
 
Meanwhile, to classify the students’ academic performance, this study used the Indonesian 
common GPA range category as shown in Table 2. 
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[“Table 2 goes about here”] 
 

FINDINGS AND DISCUSSION 

The descriptive statistic implicitly reveals that students perceived certain lecturer quality’s 
dimensions, i.e. ability in teaching-learning process, teaching-learning material mastery, and 
personality as the important factors influencing their academic performance (see Table 3). 
These dimensions get in average 50% of very good category. It means that the ability in 
teaching-learning process, material mastery, and personality play an important role in 
triggering and attracting students’ interest to follow the learning process given their lecturers. 
In the lecturer efficacy’s aspect, students perceive that the ability in teaching-learning process 
and material mastery are more influential than the ability in using learning-media. This 
finding is in line with the study of Gibson & Dembo (1984). The lecturer capability in 
classroom management strategies has been perceived positively by students, as they feel 
more motivated and highly self-esteem. Motivated and confidence students have more 
possibilities of being more success in their academic achievement. In the lecturer teaching 
style’s aspect, personality is much more important than lecturers’ discipline behavior and 
motivation. It means that friendly, helpful, attentive, and extrovert lecturers are preferable for 
students to learn effectively in the classroom (Appleton & Stanwyck, 1996; Teachout, 2001).   
 
[“Table 3 goes about here”] 
 
 
Related to lecturer’s discipline behavior, Moskowitz and Hayman (1976) argue that lecturers 
need to control their classroom. This needed control is part of classroom management. Allen 
(1986) reports that from the student’s perspective, effective classroom management involves 
clear communication of behavioral and academic expectations as well as a cooperative 
learning environment. This study reveals that the students perceive lecturer’s discipline 
behavior is good (53.57%). It means that lecturer’s well-disciplined behavior represents his or 
her effective classroom management whose classrooms are orderly, have a minimum of 
student misbehavior, and have high levels of time-on-task (Kounin, 1970). 
 
To test whether lecturer quality relates to student achievement, this study uses Chi-Square 
analysis. We will reject the hypothesis if Ch-Square statistic values are lower than the table’s 
values (df = 4, α = 0.05). Table 4 reveals the results.  
 
[“Table 4 goes about here”] 
 
Our empirical findings reveal that all lecturer quality dimensions are not related to student 
achievement, which it means there are other factors influencing student achievement. These 
findings are in line with the work of Hanushek (1986) that shows lecturer qualifications do 
not affect student achievement. It also supports the work of Aaronson, Barrow, and Sander 
(2007) that find 90% of the variance in teacher/lecturer effects on student learning was 
explained by other factors. Even though logic dictates that if the teaching-learning process, 
which lecturer quality dimensions are the proxies, improves, then student achievement will 
enhance as well, it does not work in our study. It means that even in the religion-based 
higher-education institution, lecturer quality does not have significant influence on student 
achievement. It implies that higher-education institution should find the other factors 
influencing student achievement. It is because the impact of a lecturer on a student may not 
be immediately observable and there are various factors influencing a student’s achievement 
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besides their lecturer.  Due to the possibility of all other factors and all the potentials for bias, 
it seems impossible to create a value-added model that on its own will accurately reveal a 
lecturer’s quality. Consequently, it is necessary for the further studies to make more complex, 
accurate models possible to explain the rest of the variation by subjective means.   
 

CONCLUSION 

The study of relationship between lecturer quality and student achievement provide little 
evidence that the proposed six dimensions of lecturer quality do not affect student academic 
performance. Even though lecturer is an important determinant of a student’s achievement, 
there is no direct connection between the traditionally assumed measures of teacher 
effectiveness and student achievement over time. Therefore, this finding poses a problem for 
educators and policymakers seeking to the other factor influencing student achievement. At 
the same time, even though the results statistically are not significant to support the 
hypothesis, we still believe that enhancing lecturer quality is still one of many ways to 
improve teaching-learning process that leads to better student achievement. 
Based on the empirical findings, this study offers several policy implications. First, while it is 
evident that some lecturers are much more effective in classroom management and improving 
the student academic performance than others, the study’s findings suggest that traditional 
measures of teacher quality do not predict classroom performance. Therefore, education 
experts and policy makers might wish to rethink the current knowledge requirements of new 
lecturers and develop alternative measures that will more accurately predict classroom 
performance. Second, in the context of religion-based higher-education institution, it might 
be promising to reward lecturers for their performance rather than for qualifications that are 
not associated with their ability to improve student achievement. Currently, most of the 
compensation systems remunerate teachers for their years of experience and education. 
Government could create a new system of rewards covering some indicators of lecturer 
performance, including student evaluation of their lecturer performance in managing 
classroom.  
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Figure 1: Research Framework 

 
 

Table 1 
Score Classification of Lecturer Quality 

Score Range Category 
Performance 

Level 
13-15 Very Good A 
11-12 Good  B 
9-10 Fair 

C 
7-8 Not 

Satisfactory 
5-6 Poor  

 
 
 

Table 2 
Score Classification of Students’ Academic Performance 

GPA Predicate 
Performance 

Level 
3.50 - 4.00 Cum laude A 
2.75 – 3.49 Very Good B 
2.00 – 2.74 Satisfactory C 
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Table 3 
Descriptive Statistic on Six Dimensions of Lecturer Quality 

Dimension 
 
 
Category 

Lecturer Efficacy Lecturer Teaching Style 

Ability 
in 

teaching-
learning 
process 

(%) 

Ability 
in using 

learning-
media 
(%) 

Teaching-
learning 
material 
mastery 

(%) 

Discipline 
behavior 

(%) 

Personality 
(%) 

Motivation 
(%) 

Very Good 42.85 10.71. 53.57 25 55.35 21.42 

Good  28 .57 30.35 33.92 53.57 35.71 30.35 

Fair 17.85 35.71 7.14 19.6 7.14 25 

Not 
Satisfactory 

7.14 14.28 3.57 0 0 16.07 

Poor  3.57 8.92 1.78 1.78 1.78 7.14 

Source: Elaborated data 
 
 
 

Table 4 
Chi-Square Test on the Relationship between Lecturer Quality and Student 

Achievement 
Relationship between Lecturer 

Quality Dimensions and Student 
Achievement 

Chi-
Square’s 
Statistic 
Values 

Chi-
Square’s 

Table 
Values 

Decision 

Ability in teaching-learning process  
 GPA 

2.286 9.48773 Reject 
hypothesis 

Ability in using learning media  
 GPA 

1.211 9.48773 Reject 
hypothesis 

Teaching-learning material mastery  
 GPA 

2.901 9.48773 Reject 
hypothesis 

Discipline behavior  
 GPA 

3.347 9.48773 Reject 
hypothesis 

Personality                                         
 GPA 

1.944 9.48773 Reject 
hypothesis 

Motivation                                         
 GPA 

2.460 9.48773 Reject 
hypothesis 

Source: Elaborated data 
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LOCAL GOVERNMENT EXPENDITURES CONVERGENCE: LESSON 

FROM SPECIAL AUTONOMY POLICY IMPLEMENTATION 
 

Abstract 

This paper observed the convergence of public sector activity in the case of Special 
Autonomy Region West Papua and Papua Provinces. We developed a model that is consistent 
with the macroeconomic growth literature, which predicts convergence in local government 
spending. Based on this framework, we test for convergence in local government spending 
using detailed panel data of regency/municipal government expenditure categories over the 
2007-2010 periods. Our empirical investigation provides compelling evidence of 
convergence in local government spending only for capital and total expenditures. The 
convergence process did not exist for operating expenditure category. Moreover, the speed of 
convergence is weak implying need to reform the corresponding expenditure decentralization 
in both provinces. However, this work adds to the growing body of evidence demonstrating 
the existence of underlying dynamic forces that determine growth of local government. 
 
Keywords: Public Expenditures, Private Expenditure, Economic Growth, Convergence 
 

INTRODUCTION 

Papua and West Papua provinces are two of special autonomous regions according to Act No. 
21/2001 and then revised by the Presidential Decree No. 1/2008. Given the political support, 
it is not surprising that funding for those provinces has increased dramatically covering 
General-Purpose Grant, Specific Purpose Grant, and tax/non tax sharing revenues. However, 
unlike other provinces, the three regions also earn Special Autonomy Fund.  
 
In general, General-Purpose Grant and Tax/Non Tax Sharing Revenues are mainly allocated 
to the operating expenditures. In contrast, Specific Purpose Grant and Special Autonomy 
Fund are directed to finance the capital expenditures. Given the large amount of fund and 
expenditure allocation discretionary, this brought about the need to examine the configuration 
of sectoral budgetary allocations across the region to generate critical information in decision 
making and prioritizing expenditure.   
 
It is commonly thought that higher spending on the particular region translates into better 
regional outcomes. It should not be surprising to discover that lagged states in funding try to 
catch up to states that place more effort in regional funding. States that lag in funding face the 
considerable risk. It means that the future vitality of their economies will suffer from the lack 
of endowments. In the long term, it could be expected that all the states will relatively have 
an equal funding as Tiebout (1956) suggested. 
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The link between regional funding, expenditure, and economic outcomes is tenuous at best. 
According to the efficiency hypothesis, we should expect a convergence towards the highest 
levels of productive expenditures and the lowest levels of social welfare spending. However, 
according to Rodrik (1998), the more open to trade localities are more subject to outside 
shocks and; therefore, citizens demand their local governments to provide more social 
insurance to mitigate this exposure to external risk.   
 
Furthermore, Scheve and Slaughter (2006) contend that political support for globalization is 
associated with the protection of the social welfare system. Therefore, it is not clear whether 
governments would be able to engage in a race towards the top levels of productive 
expenditures and towards the bottom levels of non-productive expenditures. 
 
This paper will explore the convergence mechanism of local government expenditure. The 
specific question of this paper addresses convergence in regency/municipality spending – “Is 
local government spending across the regency/municipality converging and if so, is that 
convergence conditional on the particular category of spending?” The rests of this paper are 
organized as follows. The next section will explore the theoretical consideration and previous 
empirical studies. This is preceded by delivering research methodology. The results and 
discussion are reported in the fourth section. Finally, the concluding remarks are drawn.  

 

LITERATURE REVIEW 

The concept of convergence originally comes from the macroeconomic growth model. In 
principle, the central issue of the theory and empirics of economic growth is whether there is 
a tendency for the poorer economies to grow faster than the richer economies and thereby to 
converge in living standard. If it holds the needier regions tend to grow more rapidly than 
rich ones (Barro and Sala-i-Martin, 1992).   
 
The idea is then adopted in the public finance, in particular, government expenditure. 
Consequently, the discussion of fiscal convergence cannot be separated from income 
convergence in the neoclassical production function frameworks. Theoretically, government 
expenditures entering as an input in the private production function and having a direct effect 
upon economic growth are classified as productive expenditures.   
 
Productive expenditures generally include spending with substantial physical or human 
capital component. In contrast, government expenditures not entering in the private 
production function and; therefore, not affecting the steady-state rate of growth are 
considered nonproductive expenditures. Non-productive expenditures include spending 
which, nevertheless, might be utility-enhancing as social welfare expenditures (Deller and 
Skidmore, 2005). 
 
However, in fact, most government activity probably can be interpreted as some kind of 
investment. Even investments in “quality of life” attributes such as parks, recreational and 
cultural services are playing an increasing important role in the functioning of local 
economies (Dissart and Deller 2000; Deller et al., 2001). In a sense, government spending 
can be seen as an endogenous element in a regional growth process.  
 
There is significant empirical work that demonstrates that as income increases the demand for 
public services will also increase; there will be a natural tendency to increase government 
spending. From a demand perspective, the question hinges on the income elasticity of 
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demand. Local governments that have a high level of government spending. Therefore, have 
limited incentives to expand spending while those with relatively small government sectors 
will want to increase public spending. This will lead to convergence of government spending 
across localities. 
 
Annala (2003) examined conditional convergence among fiscal policies of US states over the 
period 1977 to 1996. His theoretical framework hinges on the Solow (1956) model, noting 
that if taxes are a constant proportion of output and outputs are converging, as Solow’s 
(1956) model suggests, then taxes and spending will also converge.  
 
While Annala (2003) does not provide an explicit justification of the constant tax rate 
assumption, Barro’s (1990) analysis provides some support. Annala and Chen (2011) proceed 
to test for convergence in total taxes and three subcategories (property, general sales and 
income taxes), finding that tax revenues are converging much more rapidly than cross-state 
GDP. They also find evidence of rapid convergence in most categories of state government 
expenditure. 
 
Afxentiou and Apostolos (1996) offer a different theoretical and econometric framework. 
Despite policies that encourage harmonization across EU countries, Afxentiou and Apostolos 
(1996) find no evidence of convergence in government consumption expenditures, transfers 
or subsidies. They attribute their finding to strong domestic political forces that overwhelm 
economic forces in determining government spending. In a separate study of Canadian 
provinces, Afxentiou and Apostolos (1999) again find limited evidence of convergence in 
government spending. 
 
Merriman and Skidmore (2002), however, find that U.S. state government spending on health 
care converged over the 1988 through 1998 period, suggesting that convergence is the result 
of a higher marginal benefit of health care spending in low spending states. Again, Skidmore, 
et al., (2004) using the same theoretical structure outlined to here find strong evidence of 
convergence across a sample of more than 120 countries over the period 1960-2000. 
 
The work of Scully [1991] contends that migration may contribute to the convergence of 
fiscal policies. Scully begins his analysis with the assumption that voter preferences for net 
public income transfers are similar across regions. From this core assumption, Scully builds a 
framework to demonstrate that fiscal regimes will converge as incomes converge. Scully's 
accompanying empirical analysis shows that convergence of total state and local taxes 
coincides with convergence of per-capita incomes across states. 
 
Recent studies exploit advanced econometric method to assess fiscal convergence. Skidmore 
and Deller (2008) conducted an empirical investigation provides compelling evidence of 
convergence in per-capita government spending for all the expenditure categories. Annala 
and Chen (2011) uses two-panel unit root tests to show that state and local tax revenues and 
spending exhibit unconditional convergence between the forty-eight contiguous United 
States. Pjesky (2013) found convergence of lotteries earn and education spending. 
 

METHODOLOGY 

Those studies reveal the differing results of local public expenditure convergence. Those 
differences may be attributed to category of spending data, period to be covered, and method. 
However, it is notable that financial source is closely related to local government expenditure 
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convergence, and the latter is lined with regional income convergence. It leads to incorporate 
local income in the convergence analysis. 
 
To test the existence of fiscal convergence, we adopt the conventional Cobb-Douglas 
production function and applied at regency/municipality level in Papua and West Papua 
Indonesia. By definition, fiscal growth (fg) is the relative change of fiscal variable of interest 
(F) from previous (t-1) to the current (t) period. In the logarithmic form, it can be written as 
follows: 
   

fgit = log Fit – log Fit-1          (1) 
 

Subscripts i denotes regency/municipality, t is time, and e = random disturbance terms. 
Equation (1) can be written as 
 

egit = α + β1 log Fit-1 + eit        (2) 
 

where β1 is coefficient of convergence (β1 < 0). Equation (2) is absolute unconditional 
convergence which can be transformed into conditional relative convergence by entering 
some variables of interest. 
 
We concern with the composition of local government expenditure and private expenditure 
(Y). The local government expenditure (GE) can be divided into two broad categories, i.e. 
capital expenditures (CE, typically investment expenditures) and operating expenditures (OE, 
representing consumption expenditures).  
 
 F  GE  {CE, OE}          (3) 
 
The complete analytical model is as follows: 
 

fgit = α + β1 log (Fit-1) + β2 log (Yit) + eit      (4) 
 

The neoclassical production theory predicts that an increase in the higher initial expenditure is 
associated with lower expenditure growth, so we expect β1 is negative. The estimated value of 
β2 could be positive or negative. The negative values of β2 indicate that the corresponding 
variable support to expenditure convergence. The positive values of them imply that income 
variables enhance the regional fiscal growth but worsen convergence.  
 
This study utilizes regencies/municipalities data of Papua and West Papua provinces 
throughout the period of 2007 until 2010 with the total of 29 and 11 regencies/municipalities 
respectively. Due to the altered number of regions in both provinces during the study period, 
the samples utilized in this study are the regions that meet the following criteria: (a) the 
availability of Local Budget Realization Report data; (b) regencies/municipalities that already 
exist and not experiencing changes (division, unification); and (c) the associated regencies/ 
municipalities have the complete required data. 
 
Referring to those above criteria, there were only 87 sample point's regencies/municipalities 
exerted as a sample in this study. All the data are taken from Local Budget Realization 
Report data published by General Directorate of Fiscal Balance, Ministry of Treasury website 
(http://www.djpk.depkeu.go.id/). Other data come from Central Board of Statistics 
(http://www.bps.go.id). This study employs regression analysis, i.e. multiple regression 
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analysis and applied for unbalanced panel data by assuming all requirements in regression 
analysis are satisfied.   
 
The variables used here are specified as follows. The regional income is the summation of 
final products measured in 2000 constant prices (million Rupiah). The capital expenditure 
follows the sectoral/functional budgetary realizations. The operating expenditures cover 
realizations of wage/salary, goods/services purchases, maintenance, etc. (in million Rupiahs). 
Those expenditures are then converted into a real term by dividing by GDP deflator (2000 = 
1) to avoid money illusion.   
 

RESULTS AND DISCUSSION 

Table 1 delivers the descriptive statistics of all variables under study covering mean, extreme, 
standard deviation, and also kurtosis values covering all regions. Statistically, a variable is 
said to be volatile if its CV (coefficient of variation, a ratio of standard deviation to mean) is 
more than 50 percent. Based on the empirical rule, the regional income is the most volatile 
indicated by the highest CV (197.94 percent) which more than 3.3 trillion contributed by 
Mimika. 
 
The variability of capital and operating expenditures are also relatively high closes to 37 
percent. The total public expenditure is the least diverse revealed by the lowest CV (28.8 
percent). This raises preliminary hypothesis that regional income disparity is associated with 
operating expenditure variability. We will check it more deeply later using econometric tools. 
 
All of variables of interest are asymmetrically distributed (bell-shaped) indicated by the high 
value of skewness except CE. Intuitively, the null hypotheses that all of the series data is 
normally distributed can be rejected. Except CE, the Jarque-Bera test supports to the 
asymmetric distribution. The upper tail of the distribution is thicker than the lower tail 
(indicated by the positive values of skewness), and the tails of the distribution are thicker than 
the normal (indicated by the kurtosis coefficient is greater than 3). 
 
[“Table 1 goes about here”] 
 
Table 2 presents the pair wise correlation linking types of public expenditure and regional 
income. The correlation index among all types of public expenditure is generally positive. 
Meanwhile, all types of public expenditure, especially capital expenditure, have a negative 
correlation to regional income. This raises preliminary hypothesis that regional economic 
growth support to fiscal equalization across the region. 
 
[“Table 2 goes about here”] 
 
Table 3 reports the estimation results of log linear model based on the fixed effect model as 
specified in equation (4) for each type of expenditures respectively. In general, the traditional 
theory of demand for public goods/services proved here. An increase in income will raise the 
quantity of public goods/services demanded. Since the public goods/services demanded are 
normal goods, the coefficient of the corresponding variable is statistically positive.   
 
However, the magnitude of the income coefficient is quite low. The income elasticity ranges 
from 0.02 to 0.03 indicating that local governments are not responsive with respect to the 
public demand increase. Even, in the case of operating expenditure, the coefficient is 
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marginally significant. Based on this, we can say that there are mis-allocation and 
ineffectiveness of public goods/services provision.   
 
In the case of capital expenditure, the econometric analysis shows that the productive 
expenditures have pressured regency/municipality government to increase their own levels of 
productive expenditures, which might be indicating a competition to attract private 
expenditure. This conforms to the result of correlation analysis above. 
 
Overall, the convergence mechanism exists indicating by statistical significance of the 
negative coefficient of log (Ft-1). It implies that the higher initial expenditure (especially 
capital expenditure) tends to have a lower growth. In the long run, this eventually will 
improve the fiscal distribution. Since the capital expenditure is categorized as productive 
expenditure, it will support to regional income convergence. This finding is in line with Sanz 
(2005). 
 
In contrast, there is no evidence of convergence in non-productive government expenditures. 
The sign of the corresponding coefficient is positive. It seems that the operating expenditure 
tends to diverge across regency/municipality. The higher initial operating expenditures tend 
to increase their level so that the operating expenditures are ineffective in relation to public 
demand. This finding is consistent with Afxentiou and Apostolos (1996). With regard to the 
operating expenditure, the division/construction of new localities in the spirit of regional 
autonomy is followed by increasing operating expenditures, but it does not support to fiscal 
equalization across the region.   
 
[“Table 3 goes about here”] 
 
After discussing the existence of fiscal convergence, we consecutively will calculate the 
speed of fiscal convergence focusing only on capital and total expenditures. The speed of 
fiscal convergence presents how fast the fiscal equalization across regency/municipality takes 
place. The speed of capital expenditure convergence is 0.4327 (1 - 0.567301) or equivalently 
4.79 percent a year on the average. In the context of total expenditure, the average speed 
convergence is 0.4518 (1 - 0.548171) or equivalently 4.70 percent a year. 
 
Compared to the previous studies in the similar circumstances, the speed of fiscal 
convergence is weak. It means that, other things being equal, the local governments take a 
longer time to achieve equal fiscal distribution across locality. We predict that it will occur at 
least in 22 years ahead. However, it could be faster if central government intervenes to 
reform budgetary allocations. 
 

CONCLUSION 

This paper analyzed the convergence of public expenditure in the special autonomy region, 
i.e. Papua and West Papua provinces. The study employed secondary data published by 
formal institutions focusing on the unbalanced panel data at regency/municipality level. The 
motivation of this paper is triggered by the fact that local public expenditure has already 
decentralized to local government. The large amount of fund and expenditure discretionary 
stimulate the need to examine the configuration of sectoral budgetary allocations across the 
region. 
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This paper adopts the macroeconomic growth model to evaluate the persistence of public 
expenditure disparity. We found that the local government expenditure increases in relation 
to upsurge in regional income. However, the coefficient of local expenditure with respect to 
regional income growth is inelastic indicating that local government expenditure is not 
responsive to the increase in goods/services demanded as income increases.   
 
With regard to fiscal convergence, we found that productive spending tends to converge 
across local government. In contrast, there is no evidence of convergence in non-productive 
government expenditures. Moreover, the speed of fiscal convergence is weak. Since the 
capital expenditure is categorized as productive expenditure, it will support to regional 
income convergence. In such a case, this work demonstrates the existence of underlying 
dynamic forces that determine growth of local government. 
 
Refer to those findings, we suggest that local governments need to improve discretionary 
operating and capital expenditures at the local level, such as prioritize their expenditures and 
sharpen them – into soft and hard infrastructures. It means that discretionary operating and 
capital expenditures become to complement to the private expenditures. The local 
governments also should improve the budget composition as well as enforce the expenditures' 
efficiency. Furthermore, it needs to reform regional autonomy and fiscal decentralization 
policies in both provinces. This study only focuses on the local fiscal convergence based on 
the magnitude of capital and operating expenditures. Further researches are advisable to 
evaluate the quality of those expenditure's convergence.   
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Table 1 
Descriptive Statistics 

CE OE TE Y 
 Mean 221435.00 356272.40 577707.40 563898.40
 Median 219355.10 347701.20 566833.40 4981.65
 Maximum 389767.80 862679.40 1207114.00 3345666.00
 Minimum 99699.59 138803.10 290321.90 197.94
 Std. Dev. 76995.21 131715.00 166311.00 916594.10
 Skewness 0.4725 1.2906 1.2276 1.7589
 Kurtosis 2.4470 6.4833 6.3756 5.0365
 CV (%) 34.77 36.97 28.79 162.55
 Jarque-Bera 3.1968 50.1219 46.4603 44.0585
 Probability 0.2022 0.0000 0.0000 0.0000
 
 

Table 2 
Pair Wise Correlation between Types of Transfer and Regional Income 

 CE OE TE Y 
CE  1.000000  0.216056  0.634071 -0.107279 
OE  0.216056  1.000000  0.892005 -0.004974 
TE  0.634071  0.892005  1.000000 -0.053605 
Y -0.107279 -0.004974 -0.053605  1.000000 
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Table 3 

Regression Results 
 Capital Expenditure Operating Expenditure Total Expenditure 
 Coeff. t-stat Coeff. t-stat Coeff. t-stat 
Constant 6.316406 6.500691 -2.553373 -2.239294 6.724066 7.001295
Log(Y) 0.029533 3.089080 0.016164 1.786211 0.019569 3.447759
Log (Ft-1) -0.567301 -6.707299 0.209869 2.215128 -0.548171 -7.084545
R-Sq 0.48915 0.13867 0.52109
SEE 0.28240 0.26395 0.16772
F 29.20393 4.91022 33.18564
n 64 64 64
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REGIONAL INCOME CONVERGENCE: DOES FISCAL 

DECENTRALIZATION POLICY REALLY WORK? 
 

Abstract 

This paper observed the regional income convergence in the case of regency/municipality in 
West Papua and Papua provinces in the context of the local autonomy and fiscal 
decentralization policies. We incorporate two kinds of decentralized expenditure – 
operational and capital – and also private expenditures. We use an unbalanced panel data 
over the period of 2007-2010 to investigate them whether regional income convergence 
exists. We find that the composition of capital and operating expenditures fails to contribute 
to the regional income convergence. The economic growth and income convergence is 
comprehensively contributed rather by private expenditure. Those findings suggest needing 
to reform expenditure decentralization in both provinces.  
 
Keywords: Public Expenditures, Private Expenditure, Economic Growth, Convergence 
 

INTRODUCTION 

According to Act No. 21/2001 and then revised by the Presidential Decree No. 1/2008, 
Nangroe Aceh Darussalam, Papua, and West Papua provinces are three local governments 
that are labeled special autonomy region. In this circumstance, they receive a substantial 
amount of the fund from central government, including General-Purpose Grant, Specific 
Purpose Grant, and tax/non tax sharing revenues. However, unlike other provinces, the three 
regions also earn Special Autonomy Fund.   
 
In general, General-Purpose Grant and Tax/Non Tax Sharing Revenues are mainly allocated 
to the operating expenditures. In contrast, Specific Purpose Grant and Special Autonomy 
Fund are directed to finance the capital expenditures. Given the large amount of fund and 
expenditure allocation discretionary, this brought about the need to examine and determine 
the effect of sectoral budgetary allocations on the regional economic growth as well as 
income convergence to generate critical information in decision making and prioritizing 
expenditure.   
 
A number of studies concerning the issue have been conducted in Indonesia (for example: 
Esmara, 1975; Uppal & Handoko, 1986; Garcia & Soelistianingsih, 1998; Wibisono, 2001; 
Kuncoro, 2002). In general, they found that the regional per capita income disparity in 
Indonesian economic development was persistent. In line with those studies, Ardani (1992) 
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found that the intergovernmental transfer in the form of block grant negatively affected on the 
regional income. However, Devarajan, Swaroop, and Zou (1996) argue that the composition 
of government spending may induce regional income growth.    
 
The purpose of this paper is to shed light on the relationship between the composition of 
public expenditure and regional economic growth convergence in the case of 
regency/municipality in Papua and West Papua provinces. Unlike the previous studies, we 
identify the elements of public expenditure and also incorporate private expenditure. The 
rests of this paper are organized as follows. The next section will explore the theoretical 
consideration and previous empirical studies. This is preceded by delivering research 
methodology. The results and discussion are reported in the fourth section. Finally, the 
concluding remarks are drawn. 

 
LITERATURE REVIEW 

Convergence of regional economic growth has long concerned both economists and 
politicians in the last two decades (for more extensive review, for example: Capolupo, 1998; 
De La Fuente, 2000). The central issue of the theory and empirics of economic growth is 
whether there is a tendency for the poorer economies to grow faster than the richer economies 
and thereby to converge in living standard.   
 
Three main concepts of convergence appear in the classical literature (see: Galor, 1996). 
First, the absolute convergence hypothesis that is per-capita incomes of countries converges 
to one another in the long run independently of their initial conditions. In the literature, 
economists state it as unconditional convergence. Sala-i-Martin (1996a; 1996b) stated it as -
convergence. It holds if other things being equal the dispersion of the real per-capita GDP 
levels tends to decrease over time.   
 
Second, the relative convergence hypothesis that is per-capita incomes of countries that are 
identical in their structural characteristics (e.g. preferences, technologies, rates of population 
growth, government policies, etc.) converge to one another in the long run independently of 
their initial conditions. It can be divided further into conditional and unconditional -
convergence referring to the change of their structural characteristics. It holds if the poorer 
regions tend to grow faster than rich ones (Barro and Sala-i-Martin, 1992). 
 
Third, the club convergence hypothesis (polarization, persistent poverty, and clustering) (see: 
Durlauf and Johnson (1995) and Quah (1996) for supporting evidence for the club 
convergence hypothesis), that is per-capita  incomes of countries that are identical in their 
structural characteristics converge to one another in the long run provided that their initial 
conditions are similar as well. It means that countries converge to one another if their 
introductory condition is in the basin of attraction of the same steady state equilibrium. 
 
The classical approach of convergence can be traced back to the neoclassical-economic 
growth model. If the production function is of the neoclassical-type (y=f(k)), it can be shown 
that there is only one steady state to which the economy converges (see: Barro and Sala-i-
Martin, 1992; 1998). This is the well-known property of the Solow (1956) model for a 
constant saving rate or of the Ramsey-Cass-Koopmans model (for instance: Romer, 1996).    
 
Focusing, for simplicity, on the Solow model the dynamics of the economy can be described 
by a very simple expression. Denoting the constant saving rate by s, the average product of 
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capital by y/k, and allowing for stable rate of depreciation and population growth,  and n, 
respectively, the rate of growth g is given by the following equation (all variables are 
expressed in per-capita terms): 
 

f(k) 
 eg = s --------- - ( + n)         (1) 
    k 
 
This rate of growth may be positive, negative, or zero. When it takes this last value, it refers 
to the steady-state situation. Because of the aforementioned assumptions, marginal and 
average productivities of capital are monotonically decreasing, in which case, there is a 
unique steady-state level of both output and capital per capita. It means that the neoclassical 
growth model predicts a unique equilibrium (steady state).  
 
At the empirical level, the facts that not only the observed per-capita GDP levels but also 
their growth rates varied considerably across countries over the past few decades are widely 
documented (see Barro and Sala-i-Martin, 1998). There are a number of theoretical results 
that offer justification for having the different possible growth regime. For example, Quah 
(1996) points out that coalition of economies with different convergence dynamics, 
depending upon initial condition, from endogenously. Equally, Jones (1997) argues that there 
is no reason to expect that current per capita output leaders maintain their position in the long 
run as the factors determining the entire cross sectional distribution may change.  
 
There are also several factors that may imply possible different growth patterns, such as 
political instability (Alesina, et.al., 1996), location of countries (Moreno and Trehan, 1997), 
and free trade (Ben-David and Loewy, 1998). Other factoring implying heterogeneous 
growth are government intervention (Lee, 1996), regional instability (Ades and Chua, 1997), 
social conflict (Benhabib and Rustichini, 1996), and the distribution of human capital (Galor 
and Tsiddon, 1997). In short, those studies offered some useful different approaches to 
address economic growth and income distribution across economies. 

 
METHODOLOGY 

To test the existence of income convergence, we adopt the conventional Cobb-Douglas 
production function and applied at regency/municipality level in Papua and West Papua 
Indonesia. By definition, economic growth (eg) is the relative change of income or GDP (Y) 
from previous (t-1) to the current (t) period. In the logarithmic form, it can be written as 
follows: 
   

egit = log Yit – log Yit-1         (2) 
Subscripts i denotes regency/municipality, t is time, and e = random disturbance terms. Based 
on (1), equation (2) can be written as 
 

egit = α + β1 log Yit-1 + eit        (3) 
 
where β1 is coefficient of convergence (β1 < 0). Equation (3) is absolute convergence which 
can be transformed into conditional relative convergence by entering some variables of 
interest. 
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We concern with the composition of local government expenditure and private expenditure 
(PE). The local government expenditure (GE) can be divided into two broad categories, i.e. 
capital expenditures (CE, typically investment expenditures) and operating expenditures (OE, 
representing consumption expenditures).  
 
 GE  {CE, OE}          (4) 
 
Private expenditure is total expenditure minus total government expenditure: 
 
 PE = Y – GE           (5) 
  
To avoid perfect co-linearity among variables above, we specified them in relative terms, i.e. 
capital to operating expenditures ratio and PE to Y ratio. The complete analytical model is as 
follows: 
 

egit = α + β1 log (yit-1) + β2 (CE/OP)it + β3 (PE/Y)it + eit    
 (6) 
 
The neoclassical production theory predicts that an increase in the higher initial income is 
associated with lower income growth, so we expect β1 is negative. The estimated value of β2 
and β3 could be positive or negative. The negative values of β2 and β3 indicate that both 
variables support to regional income convergence. The positive values of them imply that 
both variables enhance the regional income growth but worsen convergence.  
 
This study utilizes regencies/municipalities data of Papua and West Papua provinces 
throughout the period of 2007 until 2010 with the total of 29 and 11 regencies/municipalities 
respectively. Due to the altered number of regions in both provinces during the study period, 
the samples utilized in this study are the regions that meet the following criteria: (a) the 
availability of Local Budget Realization Report data; (b) regencies/municipalities that already 
exist and not experiencing changes (division, unification); and (c) the associated regencies/ 
municipalities have the complete required data. 
 
Referring to those above criteria, there were only 87 sample point's regencies/municipalities 
exerted as a sample in this study. All the data are taken from Local Budget Realization 
Report data published by General Directorate of Fiscal Balance, Ministry of Treasury website 
(http://www.djpk.depkeu.go.id/). Other data come from Central Board of Statistics 
(http://www.bps.go.id). This study employs regression analysis, i.e. multiple regression 
analysis and applied for unbalanced panel data by assuming all requirements in regression 
analysis are satisfied.   
 
The variables used here are specified as follows. The regional income is the summation of 
final products measured in 2000 constant prices (million Rupiah). The capital expenditure 
follows the sectoral/functional budgetary realizations. The operating expenditures cover 
realizations of wage/salary, goods/services purchases, maintenance, etc. (in million Rupiahs). 
Those expenditures are then converted into a real term by dividing by GDP deflator (2000 = 
1) to avoid money illusion.   
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RESULTS AND DISCUSSION 

Table 1 delivers the descriptive statistics of all variables under study covering mean, extreme, 
standard deviation, and also kurtosis values covering all regions. Statistically, a variable is 
said to be volatile if its CV (coefficient of variation, a ratio of standard deviation to mean) is 
more than 50 percent. Based on the empirical rule, the regional income is the most 
unpredictable indicated by the highest CV (312.15 percent) which more than 54 trillion 
contributed by Mimika.   
 
[“Table 1 goes about here”] 
 
The variability of capital expenditure is also relatively high closes to 46 percent. The total 
public expenditure is the least diverse revealed by the lowest CV (36.25 percent). This raises 
preliminary hypothesis that capital expenditures and private expenditures support to regional 
economic growth. We will check it more deeply later using econometric tools. 
 
All of variables of interest are asymmetrically distributed (bell-shaped) indicated by the high 
value of skewness, especially Y. Intuitively, the null hypotheses that the series data is 
normally distributed can be rejected The Jarque-Bera test supports to the asymmetric 
distribution. The upper tail of the distribution is thicker than the lower tail (indicated by the 
positive values of skewness), and the tails of the distribution are thicker than the normal 
(indicated by the kurtosis coefficient is greater than 3). 
 
Table 2 reports the estimation results of semi-log linear model based on a fixed effect model 
as specified in equation (6) for West Papua, Papua, and both provinces respectively. In 
general, the convergence mechanism exists indicating by statistical significance of a 
coefficient of log (Yt-1). It implies that the higher initial income tends to have a lower growth. 
In the long run, this will improve the regional income distribution. 
 
The signs of public expenditure's composition coefficients are contradict across province. In 
West Papua province, the corresponding coefficient is negative but is positive in Papua 
province even almost statistically significant. Overall, the sign is insignificant negative 
indicating that the composition of public expenditure fails to back up regional economic 
growth and income convergence.   
 
This finding is not in line with Devarajan, Swaroop, and Zou (1996). As found by Colombier 
(2011), this result implies that the local governments have been mis-allocating public 
expenditures in favor of capital expenditures at the expense of current expenditures. The 
other possibility is the public expenditure is indeed unproductive and when used in excess, it 
could become ineffective. 
 
[“Table 2 goes about here”] 
 
The statistical evaluation of the coefficient of private expenditure relative to total income, 
fortunately, is statistically significant with an exception for Papua province. In the context of 
Papua province, we can observe that the composition of public expenditure is marginally 
significant, in one hand, and the private expenditure, on the other hand, is insignificant. In 
such a case, we conclude that there is a low substitutability degree between public and private 
expenditures. 
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Overall, the increase 1 percent in private expenditure ratio tends to raise local income growth 
for about 0.08 percent on the average. Looking at the coefficient of private expenditure, the 
magnitude is higher than that of the composition of public expenditure, especially in West 
Papua province. In such a case, we conclude that public expenditure is weak enough to play 
an important role to the economy. To catch up the role of private expenditure, the local 
government should optimize the expenditure so that it will complement not substitute with 
the private expenditure. 
 
Given that, we infer that public and operating capital expenditure failed to support regional 
economic growth convergence suggesting they are unproductive. This finding is in line with 
recent studies in developing countries, especially for Africa (Olabisi and Oloni, 2012; 
Mudaki and Masaviru, 2012). With regard to the operating expenditure, the 
division/construction of new localities in the spirit of regional autonomy is followed by 
increasing operating expenditures, but it does not support to economic growth.  
 
In relation to capital expenditure, the allocation may be inefficient, especially in the short 
term. Eventually, we cannot find a significant impact during the analytical period covering 
2007-2010. In the long run, we expect that the impact of capital expenditure will promote 
regional economic growth and also improve the local income convergence. 

 
CONCLUSION 

This paper analyzed the composition of public expenditure and private expenditure in relation 
to economic growth and income convergence in the special autonomy region, i.e. Papua and 
West Papua provinces. The study employed secondary data published by formal institutions 
focusing on the unbalanced panel data at regency/municipality level. The motivation of this 
paper is triggered by the fact that local public expenditure has already decentralized to local 
government. The large amount of fund and expenditure discretionary stimulate the need to 
examine the effect of sectoral budgetary allocations on the regional economic growth as well 
as income convergence.   
 
This paper adopts production function method to evaluate the present efficiency and 
effectiveness of both economic variables. We found that the coefficient of local expenditure 
composition with respect to regional income growth is statistically insignificant indicating 
that local income convergence is not responsive to the composition of public expenditure. 
The economic growth and income convergence is comprehensively contributed rather by 
private expenditure. However, we also found that the convergence mechanism exists in both 
provinces.   
 
Refer to those findings, we suggest that local governments need to improve discretionary 
operating and capital expenditures at the local level, such as prioritize their expenditures and 
sharpen them – into soft and hard infrastructures-so they become to complement to the 
private expenditures. The local governments also should improve the budget composition as 
well as enforce the expenditure's efficiency. Furthermore, it needs to reform regional 
autonomy and fiscal decentralization policies in both provinces. This study only focuses on 
the regional income convergence. Further researches are advisable to evaluate the social 
welfare convergence, such as education, health, employment, and poverty reduction. The two 
latest are interesting to be explored further deeply.   
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Table 1 
Descriptive Statistics 
 CE TE Y 
 Mean 206269.98 529998.56 2647428.61 
 Median 202406.65 540975.73 708169.73 
 Maximum 547009.17 1207114.12 54840480.61 
 Minimum 43119.77 161236.20 140707.55 
 Std. Dev. 94777.05 192148.65 8264070.60 
 Skewness 0.7413 0.5266 5.1829 
 Kurtosis 3.8205 4.4275 29.4212 
 CV (%) 45.95 36.25 312.15 
 Jarque-Bera 10.4080 11.4078 2920.0373 
 Probability 0.0055 0.0033 0.0000 

 
 

Table 2 
Regression Results 
Dep. Var: 
Log (Y/Yt-

1) 

West Papua Papua Total 
Coeff. t-stat Coeff.  Coeff. t-stat 

Constant 2.590996 4.172774 0.442838 2.249992 0.926175 3.730250 
Log Yt-1 -0.196994 -4.083312 -0.029673 -1.926530 -0.066401 -3.431322 
CE/OE -0.010451 -0.211037 0.062252 1.439341 0.024193 0.746815 
PE/YN 0.247738 3.299810 0.025745 0.790187 0.079062 2.209818 
R-sq  0.331045  0.173346  0.149098 
SEE  0.129601  0.073849  0.109578 
F-stat  5.773475  3.075540  4.847841 
N  39 48 87 
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THE NEXUS OF ECONOMIC GROWTH, UNEMPLOYMENT, AND 

POVERTY:  DO DECENTRALIZATION AND SPECIAL AUTONOMY 
REALLY MATTER?  

 
Abstract 

The study aims to reexamine the effects of unemployment and poverty on economic growth 
in Papua (Indonesia) after 10-year special autonomy implementation, which is considered as 
one of the main solutions to boost the economic development. By employing 28 regencies 
and one municipal data in 2011, we used multivariate regression to portrait and retrace the 
effects of unemployment and poverty on economic growth. The result revealed that both 
unemployment and poverty had the significant effect on the economic growth. 
Unemployment is negatively associated with economic growth. However, different from the 
established prior empirical findings, poverty has a significantly positive effect on economic 
growth. It implies that special autonomy and decentralization do not really solve the poverty 
problem in Papua, even though those factors are considered as the prerequisite condition for 
poverty reduction.   
 
Keywords: Economic Growth, Unemployment, Poverty, Decentralization, Special 
Autonomy 
 

INTRODUCTION 

Prior studies reported that decentralization was the principal institutional development 
strategy for reaching the regional level, especially in emerging countries (Bardhan & 
Mookherjee, 2006; Iimi, 2005; Martinez-Vazquez & McNab, 2003). At the time, a 
government enacted decentralization policies, various strategies and structures of local 
development were adopted. The scholars believed that good laws and good legal systems, 
which are represented by institutionalized political decentralization, produce good economic 
outcomes. However, the facts revealed that development was uneven across sub regions, even 
within a country (Davoodi & Zou, 1998; Zhang & Zou, 1998; Stansel, 2005).    
 
What happened in Papua after 10-year special autonomy implementation appends the 
inconclusive findings of decentralization and economic growth’s postulate. The specialized 
form of decentralization, which attempts to give more economic, social and cultural rights of 
Papuans and diminish the development disparity between Papua and other regions, has not 
also brought any substantial improvements in eradication of poverty, public service delivery, 
government performance, and combating corruption yet. The increased economic growth in 
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Papua, which is considered as the principal benefit of decentralization through special 
autonomy, does not fully solve the unemployment, poverty, and inequality problems. The 
Papua’s gross regional domestic product (GRDP) in 2010 is 6.02%. However, the Papua’s 
highly poverty rate in the same year, i.e. 31.98%, shows a paradoxical phenomenon with its 
relatively high annual employment, i.e. 14.3% (BPS, 2010). It is worth noting that elevated 
average labor productivity does not always result in a low poverty incidence in the province. 
It implicitly confirms the anomaly relationship of economic growth, unemployment, and 
poverty reduction in a specialized decentralization policy (Todaro, 2000; Mudradjad, 2003).  
 
Therefore, it is important to reexamine the effects of unemployment and poverty on economic 
growth in Papua at the most-recent situation to get the most updated portrait of decentralized 
governance. This study will provide some significant contributions, such as a reverse testing 
of the effects of poverty and unemployment on economic growth in the context of special 
autonomy era, which was rarely investigated previously in Papua to the authors’ knowledge. 
It will also expand the empirical findings on the nexus of poverty, unemployment, and 
economic growth in developing countries. By using more recent data, this study will present a 
more comprehensive picture of decentralization’s impact on native people.    
 
To present the empirical findings, the paper is organized as follows. The literature review and 
prior studies on poverty, unemployment, economic growth, and decentralization are briefly 
outlined in Section 2. The methodology and research model is described in Section 3, 
followed by the research results and discussion in Section 4. We provide some concluding 
remarks in Section 5. 
 

LITERATURE REVIEW 

Prior evidence in developing countries demonstrated that growth in employment and its 
productivity can improve the growth rate of the economy (Khan, 2001). This typically 
developing economy’s characteristic happens when it has a large endowment of labor relative 
to other factors such as capital. Generally, productive utilization of this relatively abundant 
resource can make growth faster than it would otherwise be. Therefore, if a developing 
country’s government changes incentives in favor of more labor-intensive activities and 
techniques, thereby it can increase employment and/or earnings to the poor, which alleviates 
poverty. Prior studies on poverty are replete with an equally important finding that high 
growth alone is not a sufficient condition for achieving poverty reduction. The existence of 
labor market factors such as employment and wage levels are also extremely important 
variables in determining the relationship between economic growth and poverty (ADB, 
2003). As output declined in the beginning of the 1990’s, the structure of employment 
changed, unemployment levels rose, and wage levels fell, yet the resumption of economic 
growth has not led to a general fall in unemployment levels, which partly explains the 
persistence of poverty in the region (Islam, 2003).    
 
The nexus of poverty, unemployment, and economic growth 
Economic growth, which is a dynamic terminology, has been an important goal for any 
advanced and developing countries, whether they apply open economy or not. Kurz and 
Salvadori (1995) exposited that classical economist focused on the long-period growth and 
paid a little attention to the short period. Meanwhile, neoclassical economists also started 
with the same style but soon realized the problems and focused on inter-temporal analysis. 
Varied definitions of growth, unfortunately, do not consider the disparity in real income 
distribution. If income distribution is highly skewed in favor of the rich, those definitions 
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become foully defective. It is why the major challenge of any economic growth’s goals 
related to inequality and poverty (Khan, 1990; Semboja, Likwelile & Rutasitara, 1999).  
 In the initial theories of growth, it was little attention on unemployment. In classical and 
neoclassical economics, unemployment, due to its rigidities, is considered being influenced 
and determined by the outside factor of labor market, such as wage law, taxes, and other 
regulations (Hussain, Siddiqi and Iqbal, 2010). Keynesian economics focused unemployment 
due to insufficient effective demand for goods and service in the economy. The concept of 
unemployment may apply to any factor of production but in most cases it applies to labor as a 
factor of production.   
   
Thirwall (1996) and Martin (1997) evaluated that how regional unemployment disparities 
varied over the business cycle, and Mohlo (1995) found the impact of geographical 
disparities on unemployment. Meanwhile, Bruno and Sach (1985) and Hicks and Kenworthy 
(1998) found that institutional had a significant role in minimizing the unemployment which 
rose in real wage increased the natural rate of unemployment. Furthermore, Kemal (1987) 
also found that growth rate in Pakistan was really good, but the employment generation was 
not high. Unemployment increased at elevated rate and manpower planning experience did 
not produce significant results to minimize unemployment in Pakistan. 
   
In Nordic countries and most of the European countries, the non-accelerating wage rate 
indicator rose with the rise of actual structural unemployment (Holden and Nymoen, 2002). 
Zaglar (2006) investigated the link between growth and unemployment of U.K. for the period 
of 1982-1999, and found that structural change played significant role in job creation and job 
destruction of an economy. The result showed that a robust and negative relation between 
unemployment and the growth of rapid emerging economies would face structural 
unemployment though for a short period. However, Zaglar (2006) believed that 
unemployment could be minimized through efficient planning and improvement in human 
capital.   
 
Meanwhile, Obadan (1997) and Sagbamah (1997) observed that growth and employment 
move in the same direction. If all other things being equal, the higher the growth rate is the 
higher the employment rate. A corollary to the foregoing is that growth and unemployment 
move in opposite direction. If the growth rate increases, unemployment rate will fall, all 
things being equal. Output is, among other things, a function of employment. Increase in 
employment will, all things being equal, lead to increase in output and hence economic 
growth. On the other hand, reduction in employment (which is unemployment) will lead to 
decrease in output and hence in economic growth (all things being equal). Prior studies show 
that there is a negative correlation between growth and unemployment. Therefore, to reduce 
unemployment, growth-boosting policies should be formulated and put in place. However, it 
is important to note that for growth to bring about reduction in unemployment; such growth 
must be associated with labor-force participation. The classical school of thought believes 
this situation drives an increase in the demand for goods and services and such leads to 
increase in the demand for labor services which, in turn, leads to increase in employment and 
thus decrease in unemployment. However, it is important to reiterate the growth that brings 
about an increase in employment (or decrease in unemployment) which is highly labor-
intensive and goes with increased labor-force participation.     
 
Prior empirical findings show a negative relationship between growth and unemployment. 
For instance, in the Caribbean, countries that have sustained high growth rates have been 
decreasing unemployment rates; these countries include Antigua and Barbuda, the Bahamas, 
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Barbados, and St. Kitts and Nevis (Baker, 1997). In Nigeria, the high rate of growth between 
1988 and 1992 was accompanied by a decline in the rate of unemployment (UNDP, 1997). A 
major strategy that can be used to bring about rapid economic growth and reduction in 
unemployment is the investment in human capital. A recent World Bank study shows that the 
most important factor that brought about rapid growth and reduction in unemployment rate in 
East Asian countries was the investment in human capital (see Obadan, 1997).  
 
Meier (1989) asserted that whether absolute poverty is measured by low income, low life 
expectancy or illiteracy, there is a strong correlation between poverty and growth: the 
correlation is negative. Meier (1989) stated that there is a great deal of truth in the proposition 
that there is a strong inverse association between economic growth and poverty, but this 
needs to be carefully qualified. A comparison of different countries shows that the relation 
between absolute poverty and economic growth is far from perfect. This is due to differences 
in income distribution. Looking at changes within particular countries, the connection 
between growth and poverty reduction over periods of a decade or two appears inexact. 
However, there is general agreement that growth in the very long-term eliminates the most 
absolute poverty (World bank 2001; Obadan, 1997). 
 
The connection between economic growth and poverty goes both ways. Health, education 
and well-being of people in industrialized countries are the cause, as well as a result of 
national prosperity. Similarly, in a less-developed country in which people who are unskilled 
and sick, those people are limited to make a contribution to a country’s economic growth 
(Meier, 1989). Economic growth is very crucial in poverty reduction. Growth reduces 
poverty through rising employment, increased labor productivity and high real wages. 
Countries in the Caribbean that have sustained high growth rates and invested in human 
capital have relatively low levels of poverty; these countries include Antigua and Barbuda, 
and St. Kitts and Nevis. However, poverty has increased in Caribbean countries that have had 
low or negative rates of growth for protracted periods; these countries include Guyana, Haiti, 
Jamaica, Suriname and Trinidad and Tobago (Baker, 1997). Provision of employment that 
goes with living wages for the poor is very important in any poverty alleviation strategy; this 
is in line with the capitalist entrepreneurial theory of poverty. Job's creation and generation of 
adequate-income opportunities for the poor are made possible through high and sustainable 
economic growth.  
 
As stated earlier, economic growth that is associated with huge investment in human capital 
leads to reduction in poverty. And such investment may be made possible by the increase in 
savings. In the classical theory of growth, in the Harrod-Domar growth model and in the 
Meade’s neoclassical model of growth, saving is positively correlated with growth. Indeed, 
when savings are adequately channeled to profitable investment, it brings about growth.  
 
There is a very strong positive correlation between high levels of unemployment and 
widespread poverty. In most cases, those without regular employment or with only scattered 
part-time employment are among the very poor. Those with regular paid employment in the 
public and private sectors are typically among the middle to upper-income class; they are 
typically among the non-poor. However, it would be wrong to assume that everyone who 
does not have a job is necessarily poor or that all those who work full time are among the 
non-poor. There may be some unemployed urban workers who are “voluntarily” unemployed 
in the sense that they are searching for a very specific kind of job, may be because of high 
expectation based on their presumed educational or skill qualifications. They refuse to accept 
jobs they consider to be inferior, and they are able to do this because they have outside 
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sources of finance (e.g. finance from friends and relatives). Such people are unemployed by 
definition, but they may not be poor. On the other hand, some people work full-time in terms 
of hours per day but earn very little income are “fully employed” but often they are still very 
poor (Todaro, 1985). 
 
Despite prior studies reveal few literal linkages between poverty and unemployment, it still 
remains true that a major mechanism for alleviating poverty, especially in less-developed 
countries, is the provision of adequate paying and productive employment opportunities for 
the very poor. Therefore, employment must be an essential ingredient in any poverty focused 
development strategy (Todaro, 1985).   
 
Empirical evidence shows that poverty can be reduced through alleviation of unemployment 
among the poor. For example, in Nigeria, there was a steady decline in unemployment rate 
between 1987 and 1991, and this was followed by reduction in poverty (Federal Office of 
Statistics, 1999). In Indonesia and Malaysia, reduction in unemployment among the poor 
brought about reduction in the level of poverty (World Bank, 1990). The prior studies support 
the assertion that there is a strong positive correlation between unemployment and poverty.  
 

DATA SOURCES, SPECIFICATION OF MODEL AND METHODOLOGY 

The data employed in this study are a cross-section in the period 2010, namely economic 
growth, unemployment, and poverty.  The study aimed to investigate the causal relationship 
between economic growth, unemployment and poverty. The data is collected from the BPS- 
Statistic of Papua Province and Regional Planning Board of Papua Province. 
 
Multiple regression linear analysis method is applied to estimate the effects of unemployment 
and poverty on economic growth. Multiple linear regression analysis uses Ordinary Least 
Square (OLS). This method permits us to recognize long run aggregate effects by considering 
the dynamic effects between these variables. For cointegration assessment, we use the 
following multivariable growth model, namely:    

 
GRDPt = f (Unempt, Povt)         (1) 

 
where t is time subscript, GRDPt, Unempt, and Povt, are economic growth, unemployment 
and poverty respectively. GRDP (Gross Regional Domestic Product) is used as a proxy 
variable for economic growth. Open Unemployment is taken as a proxy variables for 
unemployment. Percentage of People under Poverty Line is taken as a proxy variable for 
poverty. 
 
The robustness of the economic growth, unemployment, and poverty relationship is tested by 
estimation of the following relation: 

 
GRDPit = β0 + β1Unempit + β2Povt + eit        (2) 
 

where GRDPit is economic growth of regencies or city in Papua Province in 2010, Unempit is  
the unemployment level of regencies or city in Papua province in 2010, and Povt is the 
poverty level of regencies and city in Papua Province in 2010, and  e is the random error 
term. 
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Test statistics "t-test" is used to look at the significance of the effects of individual 
independent variable on the variable bound to consider other independent variable is 
constant. T test using the two following hypotheses: 
1. T test for a variable percentage of Unemployment (Uemp). The null hypothesis is obtained 
from H0: β1 = 0, it is no effect between unemployment percentage with GDP per capita. The 
opposite hypothesis was H1: β1 > 0, there is a positive effect of the percentage of 
unemployment to GDP per capita. When t count > t table then H0 is rejected and H1 accepted 
2. T test for a variable percentage of poverty (Pov). The null hypothesis was formed from H0: 
β2 = 0, it is no effect of the level of poverty with GDP per capita. The alternative hypothesis 
was H1: β2 < 0, there is a negative effect of the level of poverty with GDP per capita. When t 
count > t table then H0 is rejected and H1 accepted 
 
The coefficient of determination (R2) was used to measure the true model regression analysis. 
If the value of R2 close to 1 then there is a strong relationship between the variable and is 
closely tied to the independent variable and the use of the model is justified. 
 

EMPIRICAL RESULTS AND DISCUSSION 

Economic growth performance in the regencies and city in the province of Papua in 2010 was 
the lowest in Mimika with -14.49 percent and the highest value in the regency of 
Mamberamo Tengah with the value of 36.73 percent. Overall, the average economic growth 
in Papua Province in 2010 reached 13.80 percent with a standard deviation of 10:06. From 
the results of the descriptive analysis of economic growth shows that only 10 regencies have 
economic growth performance of above-average economic growth and 19 regencies or cities 
are below average economic growth in Papua Province in 2010.  
 
Unemployment rate in the regencies and city in the province of Papua was the lowest in the 
regencies of Paniai and Deyai respectively by 0.13 percent and highest in Jayapura city, 
which reached 12.42 per cent. Overall; the unemployment rate in Papua province reached an 
average of 3.63 percent with a standard deviation of 3.71. The results of the descriptive 
analysis show that the low unemployment rate is only in 10 regencies or cities that have a 
performance level of unemployment than average unemployment rate. Meanwhile, the other 
19 regencies are below the average unemployment rate in Papua province. 
 
The poverty rate in the regencies and city in the province of Papua in 2010 was the lowest in 
Merauke regency with 14.54 percent and highest in Deyai, which reached 49.58 percent. 
Overall, the poverty rate in Papua province in 2010 reached an average of 36.15 percent with 
a standard deviation of 10.15. The results of the descriptive analysis of poverty show that 16 
districts have poverty levels higher than the performance of the average performance level of 
poverty in Papua and 13 regencies or cities are below the average poverty rate in Papua 
province.   
Descriptive statistical analysis of the results of economic growth, the level of unemployment 
and poverty in 28 regencies and one city in the province of Papua in 2010, are presented in 
the following table. 
 
[“Table 1 goes about here”] 
 
Based on the estimated effect of the level of unemployment and poverty to economic growth, 
the model equation is obtained as follows: 
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GRDP = - 0610 - 0025 Unemp + 0401 Poverty       (4) 
 
From the analysis, it can be seen that the value of the coefficient of determination (R2) equal 
to 16.90 percent. It means that the variation rate of unemployment and poverty levels to the 
economic growth can be explained by only 16.90 per cent while the remaining 83.10 per cent 
is explained by other variables that are not or cannot be included in this research model.  
 
When viewed individually, of the two factors that influence economic growth, the 
unemployment rate significantly influences economic growth in the value of t-statistics equal 
to -0.038 and 0.970 significance value of less than 0.05. Thus, the hypothesis H0 is rejected 
and H1 accepted, which means that the open unemployment rate partially significant negative 
impact on economic growth in the regencies and city in the province of Papua. This suggests 
that the higher rate of unemployment will reduce economic growth performance in regencies 
and city in the province of Papua. The result of unemployment and economic growth move in 
the same direction as stated by Baker (1997) that there is negative relationship between 
growth and unemployment.  The poverty rate significantly influences economic growth, with 
the value of t-count equal to 1.685 and 0.104 a significance value of less than 0.05. As a 
result, the hypothesis H0 is rejected and H1 accepted, which means that poverty is a partially 
significant positive impact on economic growth in the regencies and city in the province of 
Papua. These results of the relationship between growth and poverty opposite to the result 
from Meier (1989) that there is a strong negative correlation between poverty and growth.  
 
Constant value of -0.610, this means that if the unemployment rate and poverty rate held 
constant (ceteris paribus) the performance of regencies and city and province economic 
growth are negative for 0.610 percent. Coefficient of unemployment rate was negative to -
0.025; this means that if the unemployment rate has now fallen by 100 percent, then the 
economic growth performance of regencies and city as well as Papua province will increase 
by 2.5 percent. Coefficient poverty rate of 0.401, this means that if the poverty rate increased 
by 100 percent, then the economic growth performance of regencies and city as well as Papua 
province will increase by 40.10 percent 
 
However, growth has been concentrated in the traditionally capital-intensive extractive 
sector. Agriculture, which employs most people in most Papuan regions, is characterized by 
low productivity growth, and thus has not provided enough real employment income security 
to the population, particularly in rural areas. It implies the need for good governance as a 
prerequisite to successful rural poverty alleviation policy. The formal structures of local 
governance, therefore, need the support of people-based community organizations to make 
decentralization work for the people. Decentralized development should be linked to the poor 
and marginal households through a participatory mechanism so that the poor can take part in 
the development process.  
 
Good governance is increasingly cited as a key component in any successful strategy to 
reduce poverty. Decentralization of authority and responsibility is a key factor in good 
governance. Good governance is concerned with institutionalizing democracy in such a way 
that the structure produces the expected functions. A recent study has argued that the 
persistence of poverty in most countries has its origins in problems of governance rather than 
in an inadequacy of resources. 
 
Decentralization policy is generally regarded as critical for efficiency, equity and 
participation. With regard to efficiency, decentralization contributes to identify local 



THE NEXUS OF ECONOMIC GROWTH, UNEMPLOYMENT, AND POVERTY:   
DO DECENTRALIZATION AND SPECIAL AUTONOMY REALLY MATTER? 

Page 333 of Volume 2 
 

priorities, potentialities and resources for the appropriate preparation, implementation and 
sustainable management of projects. With regard to equity, local governments are often in a 
good position to administer services that have important redistributive implications, such as 
primary health care, education, childcare, housing and public transportation. With regard to 
participation, the identification and mobilization of all available resources and their 
deployment in accordance with popular needs requires direct participation. 
 
A number of countries in Asia have legislated far-reaching reforms relating to good 
governance through devolution of authority and responsibility. The challenge of good 
governance is to ensure the effective implementation of reforms. The recent Asia financial 
crisis provided the impetus to strengthen local governments to sustain and raise the quality of 
economic growth. While governments were involved fully in the design of comprehensive 
reform packages and the related legislation, their inability to ensure implementation limited 
the impact of such reforms. 
 

CONCLUSION 

The empirical findings of this study reveal that economic growth between the regencies and 
cities in the Papua province was very diverse. Regency of Mimika has the negative lowest 
economic growth rate (-14.49 percent) and highest rate is in the Central Mamberamo regency 
(36.73 percent). In average economic growth rate of Papua Province in 2010 was 13.80 
percent. The similar situation also happens for the unemployment rate among regencies and 
cities, which was also very diverse. The regencies Deyai and Paniai had the lowest 
unemployment rate (0.13 percent) and the highest was in Jayapura city (12.42 percent). 
Unemployment rate means of Papua province in 2010 was 3.63 percent.The poverty rate 
among regencies and cities in the province of Papua was also various. The Merauke regency 
occupied the lowest poverty rate (14.54 percent) and the highest rate was in Deyai regency 
(49.58 percent) . The average poverty rate in Papua province was 36.15 percent. 
 
The test results directly to the multiple regression showed that both unemployment rate and 
poverty rate effects on economic growth in the regencies and city in the province of Papua. 
Entanglement effects between tested variables, 16.90 percent can be explained directly by the 
model resulting from this study, while the remaining 83.10 per cent is explained by other 
variables that cannot be included in this model. Partially, open unemployment rate had a 
significant negative effect on economic growth, on the contrary, poverty rate had a significant 
positive impact on economic growth in the regencies and city in the province of Papua. We 
assume that the contradict relationship between poverty and economic growth is rooted in the 
imbalance growth between rural and urban areas. The main contributing factor of Papua’s 
high economic growth is the fast acceleration development in municipal areas. Meanwhile, in 
remote and rural areas, the minimum infrastructures are the cause of increasing poverty in 
Papua. Those variables are needed to be more explored in the future researches that 
contribute in creating more comprehensive and implementable Papua economic growth 
models. 
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Table 1 
Estimated Regression Results Effect of Unemployment and Poverty Rate of Economic 
Growth 

Variable Coefficient
Standard 
Error 

Beta 
t - 
statistics 

Significance

Constant -0.610 10.482  -0.058 0.954 
Umemployment rate -0.025   0.651 -0.009 -0.038 0.970 
Poverty rate  0.401   0.238  0.405  1.685 0.104 
R-square = 0.169 

  Note: Dependent Variable = Economic Growth 
  Sources:  Elaborated Data  
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ABSTRACT 

The purpose of this paper is to identify and prioritize effective factors in the Performance 
Based Budgeting (PBB) in Telecommunication Company of East Azerbaijan, Iran. The 
participants of   the study included 96 people of managers, vice-managers and employees of 
financial, administrative and budgetary units of the company.  The Tool for data collection in 
this study was a questionnaire including 53 questions which was distributed after proving its 
validity and reliability. After collecting the questionnaires, the data obtained was summarized 
and classified using descriptive statistical methods and in order to test the research 
hypotheses the software SPSS, Excel and TOPSIS method were used. The results showed 
that environmental, administrative and operational controls are requirements of PBB and its 
non-compliance in organizations is a barrier in ABB implementation. From afore-mentioned 
factors, environmental factors are the most influential and executive and control factors go in 
next, respectively.  
 
Keyword: Performance Based budgeting, environmental factors, executive factors, control 
factors 
 

INTRODUCTION   

Nowadays, budget has a crucial role in the economy and acts as the government financial 
policy tools (Kiomarsy et al, 2009, 103). One of the methods used in budgeting is PBB; In 
this method,  the separation of funds into  tasks, programs, activities, projects, volume of 
operations and cost of the government operations  and government agencies are calculated 
and measured based on scientific methods such as cost  accounting  and work measurement 
method (EbrahimiNejad and Frjvnd, 2007, 25). Budget reform in the United States indicates a 
perpetual tug of war between the executive and legislative branches of government for power. 
In the past century, the U.S. federal budget reforms have been centralizing (the Budget Act of 
1921) performance based activity (performance budgeting of the 1950s), focused on program 
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evaluation, management-oriented, bottom-up, tight, and concerned with results (Willoughby 
& Benson, 2011, 2). More than 60 years have passed after emergence and introduction of 
PBB in the world. However, ABB continues to be an ideal in the minds of officials and 
policy makers.   
 
Given the fact that Iran's economic policy makers take PBB into account in The Fourth 
Development Plan, suggests the necessity of allocating resources to government agencies in 
achieving sustainable development in Iran,    taking  important  and  effective  steps seems 
necessary. Considering the PBB establishment in other developed and developing countries 
and scientific theories in this respect (Such as Shah Model and management model) 
important steps can be taken of PBB to right track effective factors for establishment. 
Therefore, in the present study we attempted to prioritize and identify factors affecting 
establishment of PBB of the case company.  
 

RESEARCH LITERATURE 

Performance Based Budgeting concept has a very old history. Unlike the program budgeting 
system component   that was in vogue before World War II in the United States, Performance 
Based Budgeting dates back to the 1950s. The goal of these terms was to offer functional 
information for budgeting system and change in the government process approach for focus 
on inputs to outputs. This approach was propagated by Hoover commission, which was in 
governmental form, in 1949, and its wide implementation was considered. (Hasanabadi & 
Najarsaraf, 2007) In addition, regarding incretion is a concern to financial constant, 
increasing expectations about transparency and truth and government responsibility 
increasing constitutional law awareness, promoting people activities about using taxpayers 
money (Shah, 2010, 7) have made governments consider Performance Based Budgeting, 
greatly.  
By way of comprising, Performance Based Budgeting is only useful to guide public 
organizations mangers to manage public affairs and make decisions; While Performance 
Based Budget controls in addition to guidance, controls the performance of all staffs and 
governmental departments (Mahdavi, 2007). In program  budget,  internal costs of programs 
and activities are predicted on the basis of  deciding and cost materials; while in Performance 
Based Budget, price accounting methods are completed for estimating costs, work 
measurement is carried out rather than cost materials (Ansarry,1999,135). Some different 
views, ideas and definitions are offered about Performance Based Budgeting. Some of these 
Performance Based Budgeting definitions are offered below: based on definition of 
Organization for Economic Cooperation and Development (OECD), Performance Based 
Budgeting is a type of budgeting that relates allocated credits to measurable results (Schick, 
2003, 83). In fact, Performance Based Budgeting concerns with using information 
performance in every budget cycle process and propagating information to individuals who 
make decision on optimal allocation of sources, appropriately (Boyle, 2011, 5). Based on the 
definition of General Accounting Office(GAO), Performance Based Budgetingis a method 
that it relates the performance information to the budget (Kline, 1997, 47).The Performance 
Based Budgeting is annual program along with annual budget that it shows a relation between 
allocated funds to every program and resulted obtained from that program(Young, 
2003).Tending to Performance Based Budgeting results in development and keeping accounts 
in executive financial affairs(Carter, 1999, p.23).In regulating this Performance Based 
Budgeting, the activity itself and the price of works (Andrew, 2004, p.334-335), which  
should be done, is considered rather than focusing on the activities executive organizations.  
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Regarding resources and attempts done for Performance Based Budgeting, it is important to 
be assured the function of this method. However, it should be mentioned that many of 
analysts such as Schik believe that implementing Performance Based Budgeting will fail 
(Willoughby & Melkers, 2000, p.108). Many researchers have evaluated Performance Based 
Budgeting experience and they have obtained this result.  
 
So that budget department of the United States congress announced that there is a little 
evidence form improving Performance Based Budgeting in local (Walter, 1972, 148).  state 
and international in other developed and or developing countries and existing scientific 
theories(such as Shah model and management model), we can use these factors to track 
environment, executive and control factors, which are all factors in budgeting system , are 
discussed.  
 
1-environment factors: if we suppose budgeting as a process that it is implemented in 
organizations which are considered as open systems, this system would deal with two types 
of macro external environment (Khodadadhosaeiny &Azizi, 2006, 49). 

A( macro-environment: it is consisted of forces don’t affect short-time organization 
activities directly; but they have indirect effect and they have effect on organization’s 
long-term decisions. This part of the environment forms a general area (condition) for 
management decision-making, and they consist of factors such as economic 
conditions, social-cultural conditions, and legal-political conditions, technological and 
natural environmental conditions. Existing between comprised legal-political factor 
and general prevailing philosophy condition and government political goals and also, 
governmental laws and regulations have more importance and preference. Since 
budgeting is a means for a government to obtain its goals and it is appeared by 
excusive organization. So, political and governmental dimensions (aspects) should be 
considered to a large extent.  

B( Functional (industry) environment: it consists of factors that directly affect 
organization’s activities. It involves real organizations or groups and people that 
organization should interact with them to succeed. These are environmental factors 
that they affect organization operation directly. Groups and people such as, customers, 
suppliers, competitors, supervisors are more important and they are related to 
executive factors. 

C( Internal environments: it consists of culture and organization resources, in other 
words it consists of factors that are connected with organization’s implementation of 
functions.   

 
2- Executive factors: a manager should undertake key responsibilities to help the 
organization in achieve high performance through all its resources such as humans, money, 
materials, technology and information. 

 
A( Strategic programming managers:  without planning, managers will not know how to 

utilize their employees and resources effectively. Strategic program tells the managers 
in which conditions they are now and it also specifies long-term organization 
purposes via identifying its organizational environment and, identifying similar 
competing organizations and thus  gives the awareness of possible, realistic, 
intelligent threats and as well as the  opportunities and how to make use of them.  

B( In new approaches, financial budgeting is composed of two different processes. In 
figure (1), only a little percent of annual cost and expenditures is spent for strategic 
programs. Much  cost resulted from products compound and size and product 



Ranking Effective Factors in the Performance Based Budgeting 

Page 339 of Volume 2 
 

services.Strategic budgeting programs enable organization in products and new 
services developing, new powers, new and prompted relations to customers and 
capacity developing to grow in the future (Kaplan & Norton, 2007, 423).  
 
Figure (1): Performance Based Budget and Strategic Budget 

25% 
Promotion

Performance Based 
Budget 

Maintenance

65% 
Operations
Infrastructure

10% Strategic planning Strategic budget 

Source: Kaplan, Robert S. and Norton, David P., (2007), strategy-oriented organizations, 
translation Parviz Bakhtiyari, p. 424. 
 
Strategic budget and Performance Based Budgeting reflect considers programs and required 
activities to cover distance between successful performance and the performance; which is 
proved by constant improvement and based on normal business process (Kaplan & Norton, 
2007, 423). 
 
B) Human resources management: human resource is one of the basic components of an 
organizational system. The implementation of BPT system is impossible without expert and 
effective human force. Thus, executive and legislative forces should approve appropriate bills 
for selection and training desired (good) human force in financial and budget departments in 
the management and programming organization of the country.  Training human force should 
be done to understand and implement this system in different dimensions (directions). 
Additionally, new human force should be employed in budget and financial departments 
based on scientific tests and entrance exams with higher university degrees in accounting 
courses. 
 
C) Organization and management: regarding the nature of Performance Based Budgeting and 
effective involving factors in implementing it, organization is considered as bed and 
management as an executioner of Performance Based Budgeting. So to identify the best bed 
for Performance Based Budgeting as well as management, we should understand their 
different types briefly. 
 
Modern (new) theories not only concentrate on human but to its values, organization and all 
its directions and performances and finally, organization environment to all its innovation. 
And it requires flexibility of organizational internal structures to responsibility to innovations 
it, also, recommends active and effective innovation to control environment changes rather 
than passive behaviors. 
 
In high innovative changes organizations, organizational structures support innovation 
(Mirsepasi, 2003, 2). Innovative organizations reorganize for creating smaller units to enable 
innovative teams (groups) to act and provoke innovative in new projects. Implementing 
Performance Based Budgeting system is a cooperative work (Irannejadparizi, 2006, 446). It 
should not be expected that this system is implemented the in budget and financial united 
framework. Organization management should co-operate with the company. 
 
D) Change management: the fundamental changes in the budget management of the 
developed countries in economic and development organization are considered by developing 
countries, which want to adjust their budget system. The experience of these countries shows 
that designing budget system adjustment requirement, compiling programs and its exact 
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executive instructions are not very difficult, but changing budgeting system from traditional 
to operational encounters a major limitation. This limitation has two dimensions: 1-required 
management capacity to implement budget management. 2-“change management skills” that 
are required to begin to work new system, to continue adjustments process, to continue 
implementing new system and compatible with environmental changes (Hasanabadi & 
Najarsaraf, 2007, 188). 
 
E) Financial management: financial management can be considered as a sub-branch of 
budget management with the difference that in budget management, type of required 
management is considered for Performance Based Budgeting; whereas   in financial 
management, the most necessary for accounting methods and financial organizations are 
considered for the implementation of Performance Based Budgeting, correctly. 
 
3-Control factors (control system): to identify existing deficiencies in implementing 
Performance Based Budgeting system, activities process should be feedback that this 
feedback can be obtained by different aspects such as organization structure, human 
resources, accountancy system and event-record methods, organization goals and finally, 
results obtained from works weather have enough efficiency, in comparison with 
organization profitability using Performance Based Budgeting method. Also, organization 
needs strong internal control systems to preserve critical properties such as cash funds, 
equipment and information banks like accountancy information and its customers. 
Performance education system in many organizations is related to such internal control 
functions. These are important but focusing on only internal control results to be wrong 
following regulations with (to) proving duties and results. In fact, the last international 
control systems is information formal system. That senior managers use it to communicate 
with theirs employees in strategy cases and implementing it. 
 

RESEARCH BACKGROUND 

A number of research backgrounds will be discussed: 
1- Jordan&Hakbert (1999) carried out a research entitled “implementing Performance 

Based Budgeting successes and purposes”, their findings showed that program 
responsibility is more effective in succeeding budgeting system establishment based 
on performance rather than budget allocation purpose (Jordan & Hakbart, 1999). 

2- Grain Brain (2002) carried out a research entitled "the effect of Performance Based 
Budgeting to states performance", that the effect of budgeting based on performance 
to annual states performance was studied (Grain & Brain, 2002). 

3- political sciences institution, Dong Kong, in a research studied Performance Based 
Budgeting in the US. It evaluated cases, such as a history of Performance Based 
Budgeting in America, identifying a number of challenges relevant to theatrical basics 
and Performance Based Budgeting principles, documenting current operations and 
researches relevant designing and establishing it, evaluating view relevant to 
Performance Based Budgeting (Dongsungkong, 2005). 

4- Mahmoodi(2005) in a research  entitled "evaluating Performance Based Budgeting 
implementation problems in governmental organizations and offering required 
approaches to reduce problems" found that there was a meaningful relation between 
implementing Performance Based Budgeting and management factors, and 
Performance Based Budgeting implementation problems were related to 1-technical 
process factor2-humen factors 3-environment  and management factor, 
respectively.so, it was recommended that these problems were identified and then 
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they were  resolved for implementing Performance Based Budgeting 
(Mahmoodi,2005). 

5- Asadi et.al.(2006) in a research called "identification Performance Based Budget 
establishment programs in Islamic republic of Iran  custom based on shah model" 
found that Performance Based Budgeting establishment preventive factors in an 
organization are : stimulation acceptance ,policy authority, legal authority 
organizational authority , technical ability ,performance evaluating ability, 
management acceptance, the ability of human force and political acceptance 
,respectively(Asadi et al, 2006). 

6- Salemsafi(2004) did  a research ,"evaluating  results of Performance Based Budgeting 
system establishment in distinguishing department of Valieasrhospital in Meshkin city 
of Ardabil province, Iran focusing on ended services cost" that results obtained from 
Performance Based Budgeting system in hospital diagnosis activity center were 
evaluated based on desired proficiency indicators (radiology stereotype number and 
personal costs rations) and  undesired proficiency indicators (experiments number 
ratio and sonographic number ratio) and based on desired justice indicator(staff 
receipt ratio) and stability and efficacy indicators regarding total proved allocated 
revenues ration were studied (Salemsafi, 2004). 

7- Mohammdi(2002) in a research, "evaluating budgeting problems in Ilam province, 
Iran  and offering appropriate approach "found that:1-lack of exact prediction annual 
budget by executive organization 2-lack of human force that they have sufficient 
education, experience and experts 3-lack of appropriate budgeting culture cost 
management and not attention to efficiency and efficacy.5-lack of appropriate 
structure and organizational organizations province executive organizations are of 
budgeting problems in this province (Mohammdi, 2002). 

 
RESEARCH THEORETICAL FRAMEWORK 

To identify effective factors for establishing Performance Based Budgeting in studied 
company compound of two theories, Alen Shah and management, consisting 1-environment 
factors , 2-executive factors, as research theory framework were considered. 
 
 
figure (2): Research Theoretical Framework 
 
 
 
 
 
 
 
 
 
 
 
RESEARCH METHOD 
Current research is practical with a view to method, management and purpose. Current 
research statistical community is managers, assistants and financial, administration and 
budged department staff of Telecommunication Company of East Azerbaijan that they were 
69. Due to limited statistical community, total statistical community is considered as 

Environment
al factors 

Executive 
factors 

Control 
factors 

Establishment of 
Performance Based 

Budgeting 
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statistical sample, in other words, it has been used census way of sampling. Questionnaire 
information collecting device contains 53 questions (table.1).questionnaire questions have 
been regulated on firm-point Lickert scale. Questionnaire admissibility is external. 
Questionnaire stability has been obtained based on Kuronbukh alphabet test, 0.877, 0.974 and 
0.945 for environment, excusive and control factors, respectively, and research questionnaire 
has high stability. 
 
 
 
Table 1. Questions into the Questionnaire 

Questions Number Number of questionsDimension Variable 
2 1 and 2 1. Governance Environmental 

factors 3 3 to 5 2. Political 

33 

6 to 7 1.Management Planning 

Executive 
factors 

8 to 13 2. Human Resources Management 
14 to 203. enterprise management
21 to 254. changes Management
26 to 32 5. Financial Management 
33 to 38 6. Information System Management 

15 
39 to 50 

1. Performance management and 
performance indicators Control 

factors 
51 to 53 2. Reporting System 

53 Total 
 

 
REASERCH FINDINGS 

to analyze data obtained from collected questionnaire, descriptive and deductive statistical 
method have been used. Firstly, abundance distribution tables and responded percent relevant 
to demography and questions and research variables using Spss software have been offered.  
for the statistical description of the given answers to research questionnaire questions. In 
deductive level, Topsis software has been used for the purpose of hypotheses testing. In 
Topsis method, M option, M point was considered in an N dimension space. In this 
technique, selected option sound have the lowest distance to positive ideal solution(the best 
possible condition Ai+) and the highest distance to negative ideal solution(the worst possible 
every branch is increasing or reductive, uniformly(Azar & rajabzadeh, 2002). In this method, 
relative importance for every indicator has been given as weights for decision-makers, and 
their weights have been considered equally, 1.110=0.009. To obtain results required formulas 
entered Excel software ,and finally , using this method available options based on importance 
and variances were ordered based on information obtained from table 3, its seen that the 
average environmental, executive and control factors independence variables are 17.4167, 
11.66 , 89 , 89,18 and 43.98 , respectively. 
 
Table 2. Frequency and Percentage Distribution of Responses to Questions about General 
Statistical Sample (Gender, Age, Educational Level, and Years of Service) 

years of service educational levelage gender 
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Table 3. Descriptive Statistics of Variables 
Control factors Executive factorsEnvironmental factors 
96 96 96 Total 
43.98 89.18 17.4167 Mean 
52.00 105.00 18.00 Median 
11.741 26.744 4.8311 Standard deviation 
137.863 715.291 23.340 Variance 
25 47 11 Minimum 
62 133 23 Maximum 

 
So that , in table 4 , it is seen that agreement of three powers legislative , executive , 
judicature in Performance Based Budgeting has been recognized as first and the most factor 
for establishing as first and the most factor for establishing Performance Based Budgeting in 
studied company , with highest score between 53 factors .   
 
Additionally , "legislative power co-operation with executive power for approving 
implementation of  Performance Based Budgeting", "adaption of current company reporting 
system to reality" and … are next orders.  
 
    Table 4. TOPSIS Test for all Components 

The ranking of factors affecting establishment of performance based budget 
A close 
relative to the 
ideal 

questions Title R 
A close 
relative to 
the ideal 

questions Title R 

0.38967737 Prime cost 28 0.79060159 Three branches of the agreement 1 

0.38846511 Quality information resources 29 0.77796891 
Participation of the legislature with the 
executive 

2 

0.38232676 Expertise and management skills 30 0.67605451 Adapting to the reality 3 
0.37998028 Use of IT 31 0.67426638 Process indicators 4 
0.37747360 Deviations from 32 0.63739633 Awareness and understanding of Parliament5 
0.37510450 Terms and computational finance 33 0.60999060 Index budget 6 
0.36888569 Quantity of information resources 34 0.60322361 Accrual accounting 7 
0.36382579 Performance indicators 35 0.57828656 Aligned to government bodies 8 
0.35615920 Effectiveness indicators 36 0.57685112 Standard indicators 9 
0.35336341Projected results pre370.55289805Information technology in responding 10 
0.34215312 Training in performance evaluation 38 0.53201341 Rapid access to information resources 11 

0.34201291 
Managers have enough on hand 
tools and accessories 

39 0.51649653 
The proportion reporting with the 
operational budget 

12 

0.33822995 Government with a legal obligation 40 0.50463512 Financial indicators 13 
0.33576820Supervisory Management Program 410.50276565Government support of the administration14 
0.33528023 Reward and punishment 42 0.47198925 Strategic planning 15 
0.32894897 Learning about the cost 43 0.44180287 Organizational culture 16 
0.31954236 Rights and Benefits 44 0.43557759 Management and leadership style 17 
0.31718541 Education 45 0.43235773 Short-term planning 18 
0.31366439 Appropriate manner in response 46 0.43019192 Quantify the performance 19 

0.31201835 
Directors authorized a budget 
adjustment 

47 0.42820579 Learning the ABC 20 

0.29834204Performance indicators of behavior 480.42543170Organizational processes and procedures21 

0.29774342 
Application and verification 
requirements 

49 0.41610102 Supervisory Management Program 22 

0.28937249 training courses 50 0.40952286 Changes in the use of operating budget 23 
0.28152147 Education 51 0.4052384 In response to community organizations 24 
0.25482519Cost analysis by ABC520.40362789Organizational Structure 25 

0.18781437 Experiences and knowledge 53 
0.39915699 Compatibility of information systems 26 
0.39134555 Information Technology in the Cost 27 

 
From Table5,"using undertake accountancy method in Performance Based Budgeting" has 
been recognized as first and the most important executive factors for establishing 
Performance Based Budgeting in studied company, with the highest score between 33 factors. 
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In addition, "adaption of management structure for establishing Performance Based 
Budgeting", "using information technology in responsibility' and … are in next orders. 
 
 
 
 
Table 5. TOPSIS Testing for Executive Component 

Ranking of Executive factors 
A close 
relative to the 
ideal 

questions Title R 
A close 
relative to 
the ideal 

questions Title R 

0.38232676 Expertise and management skills 18 0.60322361 Accrual accounting 1 
0.37998028 Use of IT 19 0.57828656 Aligns to government body 2 
0.37510450 Terms and computational finance 20 0.55289805 Information technology in responding 3 
0.36888569 Quantity of information resources 21 0.53201341 Rapid access to information resources 4 
0.34201291 Managers have enough on hand 

tools and accessories 
22 0.47198925 Strategic planning 

5 

0.33528023 Reward and punishment 23 0.44180287 Organizational culture 6 
0.32894897 Learning about the cost 24 0.43557759 Management and leadership style 7 
0.31954236 Rights and Benefits 25 0.43235773 Short-term planning 8 
0.31718541 Education 26 0.42820579 Learning the ABC 9 
0.31366439 Appropriate manner in response 27 0.425431070Organizational processes and procedures 10 
0.31201835 Directors authorized a budget 

adjustment 
28 0.40952286 Changes in the use of operating budget 

11 

0.29774342 Application and verification 
requirements 

29 0.40523084 In response to community organizations 
12 

0.28937249 Training 30 0.40362789 Organizational Structure 13 
0.28152147 Education 31 0.39915699 Compatibility of information systems 14 
0.25482519 Cost analysis by ABC 32 0.39134555 Information Technology in the Cost 15 

0.18781437 Experiences and knowledge 
33 

0.38967737Prime cost 16 

0.38846511Quality information resources 17 

 
From Table6, "agreement of three powers: legislative executive, judicature in Performance 
Based Budgeting" has been recognized as first and the most important factor for establishing 
Performance Based Budgeting in studied company with the highest score between 5 factors. 
Also, "legislative power co-operation with executive power for approving and implementing 
Performance Based Budgeting”, "identifying members of parliament for approving budget" 
and … are in next orders. 
 
Table 6. TOPSIS Test for Environmental Components 

Ranking of environmental factors 
A close relative to the ideal Title question R 
0.79060159 Three branches of forces agreement 1 
0.77796891 Participation of the legislature with the executive 2 
0.63739633Awareness and understanding of Parliament3 
0.50276565 Government support of the administration 4 
0.33822995 Government with a legal obligation 5 

 
Based on Table7, "adaption of current company reporting system to reality" has been 
recognized as first and the most important factor from control factor to establish Performance 
Based Budgeting in the company under investigation, with the highest score between 15 
factors. Furthermore, "using process indicators in measuring work size and services in budget 
regulating”, "to be defined budget indicators in evaluating ", and … are in next orders.  
 
Table 7. TOPSIS Test for the Control Components 
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Ranking of environmental factors 
A close relative to the ideal Title question R 
0.67605451 Adapting to the reality 1 
0.67426638 Process indicators 2 
0.60999060 Index funds 3 
0.57685112 Standard indicators 4 
0.51649653 The proportion reporting with the operational budget 5 
0.50463512 Financial indicators 6 
0.43019192 Quantify the performance 7 
0.41610102 Supervisory Management Program 8 
0.37747360 Deviations from 9 
0.36382579 Performance indicators 10 
0.35615920 Effectiveness indicators 11 
0.35336341 The results predicted 12 
0.34215312 Training in performance evaluation 13 
0.33576820 Supervisory Management Program 14 
0.29834204 Performance indicators of behavior 15 

 
Based on the information obtained from Table8, environment factors are the most important 
factors for establishing Performance Based Budgeting in the studied company, and executive 
and control factors are in next orders, respectively. 
 
Table 8. Prioritize Effective Factors on the Establishment of Performance Based Budget 

Ranking of environmental factors 
A close relative to the ideal Title question R 
0.85987955 Environmental factors 1 
0.27695104 Control factors 2 
0.08959151 Executive factors 3 

 
CONCLUSIONS 

Based on results of current research it can be concluded that these effective factors are 
important to establish Performance Based Budgeting. Some of these have more importance 
than the others. The important point that should be made is that  if  the aforementioned  
effective factors are not implemented correctly for establishing Performance Based 
Budgeting it is considered as a problem itself and also all these factors are connected with 
respect to  analyzing questionnaire information, TOPSIS and Spss have been used, in 
TOPSIS method, "agreement of three executive, legislative and judicature powers in 
Performance Based Budgeting" has been recognized as first and the most important factor 
from environment, executive and control factors for  establishing Performance Based 
Budgeting in studied company, with the highest scores between 53 factors. It is because of 
employed tests type. Additionally, based on  the present  research on the  effective factors for 
establishing Performance Based Budgeting, it can be said that existing agreement between 
three powers for approving and implementing Performance Based Budgeting, raising the  
awareness of the  members of parliament for approving budget, using undertaking accounting  
method, having experts and powerful human force in Performance Based Budgeting, 
enabling and training human force in  proportional to  Performance Based Budgeting can be 
considered as the most important requirements for establishing Performance Based 
Budgeting.  That in the present study confirms these factors have been focused considerably.  
In addition, it should be noted that if these requirements don't implement, all of them would 
be considered as problems for establishing Performance Based Budgeting. Studies done in 
this area confirmed results obtained from this research. the results of this research are in line 
with Mahmoodi (2005), "evaluating Performance Based Budgeting implementation problems 
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in governmental  organizations and offering required approaches to reduce problems" and 
also, Rabeti's  research(2007), "evaluating and identifying Performance Based Budgeting 
implementation problems in Islamic  republic  of Iran’s  army". The problems are classified 
into three categories: environmental, organizational and individual factors. The results of 
these researches showed that lack of implementing Performance Based Budgeting properly 
has been due to environmental, organizational and individual factors. There is a meaningful 
relation between environmental, organizational and individual factors and problems of 
implementing Performance Based Budgeting, and lack of implementing environmental, 
organizational and individual factors can be a problem in implementing Performance Based 
Budgeting. 
 

RECOMMENDATIONS 

1. Improving environmental factors: these are some recommendations to improve 
environment factors: a. the executive body and the parliament should be in harmony to 
approve the required laws and co-operate with all organizations and departments for 
establishing Performance Based Budgeting.  b. Adjusting laws and regulations based on the 
concepts and principles of budget transparency   instruction; adjusting experimental to 
identify and remove possible ambiguities and deficiencies that executors are encountered and 
then final approval is one of offered approaches that it requires national attempt of three 
powers and executive organization. b. It is recommended that financial regulation and laws 
such as the law of public accounts, the law of accounts court, the law of program and budget 
should be complied and/ or adjusted and administrative approaches and current laws conflicts 
of Telecommunication Company should be resolved. d. Taking geographical, native and 
climate conditions of this budget type executive organizations and changing available 
approaches regarding country conditions is recommended. 
 
2. Improving executive factors: these are some recommendations on the improving executive 
factors: a. training managers and experts of organization technically to get familiarity with 
the  activities  based on  budgeting concepts. b2. Compiling approach program to co-operate 
with all organizational departments conformable with middle-term programs such as fourth 
development program of the government. c. Establishing budget and financial information 
comprehensive system, so that  to achieve the  required information for individuals involved 
in budgeting and   to calculate direct and indirect costs and finally  ended price of products 
and regulating performance reports can be defined. d. Implementing appropriate stimulating 
system, so that real performance and conformable with budget result in reward; otherwise it 
leads to punishment. e. One of the practical approaches is establishing ended price 
accountancy along with the governmental accountancy in the organization. Operating 
resources enables organization to interact with the current financial system. f. Providing 
software and hardware system relevant to financial affairs and Performance Based Budgeting 
and to make software suitable to Telecommunication Company and Iran’s conditions. g. 
Using expert and efficiency human resources in financial affairs and budgeting and also, 
changing in the use of   individuals in organizations for interested purposes. 
 
3. Improving control factors: there are some recommendations to improve control factor: a. 
wide technical training of managers and experts of the organization in order to identify 
indicators of evaluating performance, witch they are used in programs if required. b. 
Identifying and compiling indicators of evaluating performance based on the Iran’s 
environmental features and using developed countries experiences. c. Impoving and 
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strengthening evolution and supervision structure: 1) financial auditing-controlling cost. 2) 
Operational auditing-controlling result. 3) Qualities’-technical supervision-controlling event  
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Factors Affecting Online Brand Community Commitment: A Conceptual 

Model and Framework for Research 
 

Abstract 

In recent years, the social media has captured a major part of people’s daily communication. 
Along with its appearance, internet users actively participate in the online community 
activities. With active engagement of online users in the online community to seek and post 
information, researchers and e-marketer have predicted that this phenomenon may bring new 
opportunities and challenges to the businesses. Previous researches have highlighted factors 
that influence consumers’ online community engagement and commitment from different 
perspective. Based on the existing literature, this paper proposes a conceptual model which 
contributes to the current marketing literature by conceptualising the antecedents that affect 
individual’s online community commitment. This paper has identified antecedents from two 
perspectives: individual psychological attachment and online community characteristics 
influence. Dimensions of each antecedent have been discussed in order to fully speculate the 
antecedents.  
 
Keywords: online community, commitment, member’s psychological attachment, 
community characteristics 
 

INTRODUCTION 

The widespread of internet has diversified the internet usage in the past two decades. People 
communicate online, build relations and enjoy themselves through various social media 
platforms (Jang, et al., 2008). This has provided an opportunity for people to discuss and 
share information and their experiences through online communities. Online community is 
considered as a powerful socio-economic phenomenon (Arnould and Thompson, 2005) as it 
always develops electronic Word of Mouth (eWOM) effect which influence retail sales and 
customer loyalty (Park and Cho, 2012; Flavian and Guinaliu, 2005; Brown et al., 2002). 
Customers engage in the online communities to discuss and share information and their 
experiences with other customers, which provides chance to interact with other customers as 
well as the companies. On the other hand, marketers show great interests in online 
communities because it helps companies in building newer and deeper relationships with 
their customers (Armstrong and Hagel, 1996) and provide them more opportunities and 
business. This two-way interaction feature of online community has gained great attention in 
the marketing research (McAlexander and Schouten, 2002).  
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Previous studies have revealed a strong influence of community commitment on customer 
loyalty (Jang et al., 2008; Kang, 2004; Oliver, 1999; Morgan and Hunt, 1994; Aaker, 1991; 
Kotler et al., 1989; Wiener, 1982; Staw, 1980). Other researchers have focused on the 
importance of a sustainable online community (Davison et al., 2007; Koh and Kim, 2004). In 
addition, Jang et al. (2008) and Flavian and Guinaliu (2005) primarily investigated the 
dimensions of website characteristics that enhances the commitment of online community. 
Moreover, some researchers have discussed the impact of social influence on member’s 
community commitment (McAlexander and Schouten, 2002; Muniz and O’Guinn, 2001). A 
recent study by Park and Cho (2012) has brought psychological attachment as one of the 
determinants of member’s community commitment.  
 
Building on the above literature, this study attempts to propose a conceptual model that 
presents the effect of member’s psychological attachment dimensions and community 
characteristics on community commitment. This study aims to identify the influence of 
member’s psychological attachment dimensions and online community characteristics on 
community commitment. In line with these two main purposes, this paper attempts to 
elucidate the following four aspects: (1) key characteristics of online community; (2) the 
influence of community characteristics on community commitment; (3) key dimensions of 
member’s psychological attachment; and (4) the influence of member’s psychological 
attachment dimensions on community commitment. 
 

THEORETICAL BACKGROUND 

Traditional community and online community 
Background of community  
The concept of community exists since nineteenth-century, where early sociologists defined it 
largely in opposition to society (Muniz and O’Guinn, 2001). Early scholar Ferdinand Tonnies 
(1955) classified social groups into communities (gemeinschaft) and associations or societies 
(gesellschaft), and state that community is customary, and familial, emotional rural based 
relation, whereas the society is mechanical, contractual, individualistic, and rational based 
relation. 
 
The concept of community changed along with the research scope. Budiman (2008) 
considered communities as the building blocks of society, and explained that communities 
can be categorized into communities of kinship, communities of locality, and communities of 
the mind (developed from Tonnies, 1955). Since this study focuses on the issues of online 
community, the last category “communities of the mind” is particularly emphasized. Tonnies 
(1955) explicated that a community of the mind involves individuals who cooperate and 
coordinate based on a common goal or similar interests, they are more emotionally involved 
but not bound by geographic or kinship (Budiman, 2008).   
 
Karp, Stone and Yoels (1991) stated that community is a sustained social interaction which 
members share similar attributes and values, and normally has a delineated geographical 
space. Lawrence (1995) argued the “delineated geographical space” is no longer a necessary 
component, and should be revised to “membership rules”. Etzioni and Etzioni (1999) believe 
that there are two key features of community: affect-laden relationships of the members and 
commitment to a set of shared “values, meanings, and a shared historical identity”. They 
argued that people seek pleasure and respond to moral norms that are enforced by authority 
and community (Etzioni and Etzioni, 1999).  
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On the basis of previous studies, researchers (Rheingold, 2000; Rothaermel, et al., 2001; 
Jang, et al., 2008) defined community as an organization that is formed when individuals or 
small groups get together and share a mutual responsibility. Muniz and O’Guinn (2001) have 
identified three core community components: “(1) an intrinsic connection such that members 
feel different from others not in the community; (2) the presence of shared rituals and 
traditions that perpetuate the community’s history, culture, and consciousness; and (3) a 
sense of moral responsibility, duty, or obligation to the community as a whole and its 
individual members”. 
 
Online community: 
The development of internet and human’s desire to connect has stimulated the emergence of 
online community (Jang, et al., 2008). Online communities have been created and became 
new social platforms for people to interact and communicate with each other about the topics 
that they are interested in. However, online communities are very different from the 
traditional communities. Members of traditional communities meet each other face-to-face, 
interact with one another in physical world, and these activities are mainly bounded by 
geographical locations; while in the online communities, people interact with each other in 
cyberspace, and not necessary meet each other in real, therefore they are no longer bounded 
by geographic limits. Most importantly, individual member’s involvement in online 
communities is driven by “volitional choice” (Bagozzi and Dholakia, 2002).  
 
Definition of online communities varies in the existing literature. Rheingold (1993, p.10) 
defined online community as the “social aggregations that emerge from the Net when enough 
people carry on public discussion long enough, with sufficient human feeling, to form webs of 
personal relationships in cyberspace”. Bagozzi and Dholakia (2002) viewed online 
communities as computer-mediated social spaces with intentional actions, in which the 
content is created by members through on-going communication processes. Kim et al. (2008) 
stated online community as “a set of socially gathered people who share common interests or 
purposes and actively interact, create and share value and exchange words and ideas 
through the mediation of computer bulletin boards and networks”. However, Rothaermel and 
Sygiyama (2001) stated that online communities may not be a complete substitute for 
personal, simultaneous, one-to-one interaction, either vocally or face-to-face. Their study 
found that around 30 percent of the respondents communicate with other community 
members besides in the communities, they interact with each other via off-line tools or in 
person. Jang et al. (2008, p. 60) termed online community as “a group of individuals 
engaging in predominantly online interaction in virtual spaces created through the 
integration of communication with content developed by community members”.  
 
Online community, as a platform, meets four types of consumer needs: transaction, interest, 
fantasy, and relationship (Lee, J. 2009; Armstrong and Hagel, 1996). Leimeister et al. (2004) 
classified online communities into two groups: commercial (brand) and non-commercial 
community. Commercial communities are the platforms where consumers share their 
personal experiences and feelings about the brands and products. Non-commercial 
communities, on the other hand, are the platforms operated or founded by customers and 
consumers with the purpose of exchanging and sharing information (Shang et al., 2006).  
 
Online communities play an important role for both marketers and customers as they serve as 
interactive platforms for the generation of eWOM (Shi, 2011). From the marketers’ 
perspective, online communities can be an effective marketing tool serving as a good market 
arm to develop customer loyalty towards the brand (Shi, 2011) and developing newer and 
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deeper relationships between customers and organizations (Armstrong and Hagel, 1996). 
From the customers’ perspective, it is important for them as an interactive platform where 
they can interact with other customers and the companies themselves.  
 
Community commitment 
Commitment is defined as “an enduring desire to maintain a valued relationship” (Moorman 
et al., 1992), which is based on positive emotional bonds and is characterized as affective 
social identity (Dholakia et al. 2004; Bagozzi and Dholakia, 2002; Muniz and O’Guinn, 
2001). It is an essential area in relationship marketing research and has been widely studied 
from various aspects as it plays a key mediating role in the formation of consumer loyalty and 
behavioural intention (Cheung and Lee, 2009; Jang, et al., 2008; Pritchard et al., 1999; Oliver 
et al. 1992). Therefore, community commitment can be seen as the sustainable relationship 
between members and communities, and their active engagement in the communities.  
Online community commitment has been considered as an important element in the e-
marketing field. However, due to online communities’ virtual features and low switching 
cost, it is obvious that the members are free to join or leave an online community. Thus, to 
understand that why do individuals choose to stay in an online community, invest their time 
and energy to engage in the community is an important point to ponder. What forms the 
sustainable relationship between members and an online community and how to attract 
members to stay in an online community are as a motivation for this study to present the 
conceptual framework. 
 

PROPOSED MODEL AND HYPOTHESES 

Model and hypotheses 
Based on the discussion in the preceding parts, this study proposes that online community 
members’ psychological attachment and online community’s characteristics affect the level 
of community commitment (see Figure 1). 
("Figure 1 goes about here") 
 
Member’s psychological attachment factors: 
This study addresses three psychological attachment factors of the online community 
members: we-ness, moral responsibility, and shared culture. The existing research has 
identified the social factors that influence online community commitment. Bender (1978) 
suggested we-ness as a key factor. Muniz and O’Guinn (2001), McAlexander et al. (2002) 
and Falvian and Guinaliu (2005) claim that the “consciousness of kind, shared rituals and 
traditions, moral responsibility” are main determinants for members to stay and commit to the 
online communities. Pentina et al. (2008) found that the information sharing culture of online 
communities may create long-term social interactions, which contributes to another important 
factor - the social context. Additionally, Laroche, Habibi, Richard, & Sankaranarayanan 
(2012) in their research identified shared consciousness, shared rituals and traditions, and 
obligation to society as the main antecedents to online community commitment.  
Developed from above literature, Park and Cho (2012) identified three factors from the 
psychological attachment view, which are we-ness, moral responsibility, and shared culture. 
This study adopts these three variables from Park and Cho’s (2012) research. Accordingly, 
the following hypotheses have been developed. 
("Table 1 goes about here") 
 
Online community characteristics 



Factors Affecting Online Brand Community Commitment:  
A Conceptual Model and Framework for Research 

Page 353 of Volume 2 
 

This study adopts four major characteristics of online community from Jang et al.’s (2008) 
research: (1) quality of information, (2) quality of system, (3) interaction, and (4) rewards for 
activities. The first two characteristics are known to exert a strong influence on the 
satisfaction and loyalty to the community of its members (Jang et al., 2008; Park et al., 2003; 
Zeithaml et al., 1996). The third characteristic, interaction, has been revealed to have a close 
relationship with commitment to communication. Furthermore, reward for valuable 
information to the community has been identified to have positive relationship with the level 
of community commitment (Sheth et al., 1995). On the basis of the above literature, the 
hypotheses in this antecedent have been developed as below:  
 
("Table 2 goes about here") 
 
("Table 3 goes about here") 

 

CONCLUSION AND FUTURE RESEARCH 

There is an old saying in business, which says that “you cannot manage what you cannot 
measure”. Therefore, developing a valid, reliable method to identify and measure the 
relationship among the target variables in the proposed model is vital. Considering the 
reliability and validity of this research, two milestones must be reached: (1) a model that 
encompasses the primary factors which determine the level of community commitment; and 
(2) the model must be tested and validated to pinpoint the relationships among the 
dimensions embedded in the model.  
 
This article takes the initial step in reaching these two goals. An interactive, and holistic 
model is developed based on two published articles (Jang et al., 2008; Park and Cho, 2012). 
Two key antecedents which are proposed may positively associate with community 
commitment is offered: (1) member’s psychological attachment and (2) online community 
characteristics. Each of these determinants contains a few dimensions which will be 
measured and tested separately.  
 
To date, however, these antecedents have been studied separately, but none of the research 
has integrated and tested them together. Hence, this study intends to provide a more 
comprehensive view to understand the online community commitment. This proposed model 
is a conceptual framework which is developed after reviewing relevant articles. Therefore, it 
is believed that it will offer an ample agenda for further research. 
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Figure 1: Research Model: 

 
 
 
Table 1: Hypotheses 1 

H1 
Members’ psychological attachment to a social network online 
community positively influences online community commitment. 

H1-1 
We-ness (consciousness of a kind) to a social network online community 
positively influences online community commitment. 

H1-2 
Moral responsibility (sense of morality) to a social network online 
community positively influences online community commitment. 

H1-3 
Shared culture (ritual and tradition) to a social network online community 
positively influences online community commitment. 
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Table 1: Hypotheses 2 

H2 
The characteristics of online community are positively associated with 
online community commitment.  

H2-1 
Quality of information in an online community is positively associated with 
online community commitment. 

H2-2 
Quality of system in an online community is positively associated with 
online community commitment. 

H2-3 
Interaction among community members is positively associated with online 
community commitment. 

H2-4 
Reward for activities in an online community is positively associated with 
online community commitment.  

 
 
Table 3: Operational Definitions of the Variables 
Summary of Operational Definitions of the Variables 
Name of Variable Operational Definition Sources 

Individual 
psychologica
l attachment 

We-ness 

We-ness is a shared knowing of 
belonging and the collective sense 
that is formed among community 
members. 

Bender (1978); 
Muniz and 
O’Guinn (2011); 
Park and Cho 
(2012) 

Moral 
responsibility 

Moral responsibility refers to the 
sense that each member sustains 
the moral duty or obligation for 
the survival of the belonged 
community and the well-being of 
individual members. 

Shang et al. 
(2006); Muniz 
and O’Guinn 
(2011); Park and 
Cho (2012) 

Shared culture 

Shared culture refers to members 
share common values, history, 
and culture, such as special ways 
of dressing and handshakes, 
which enhance the members’ 
emotional ties with a community 

Muniz and 
O’Guinn (2001); 
Park and Cho 
(2012) 

Characteristi
cs of online 
community 

Quality of 
information 

Quality of information provided 
through the community. 

Zeithaml et al. 
(1983); Lee and 
Kim (2005); Jang 
et al. (2007) 

Quality of 
system 

Speedy and convenient search for 
information in the community, 
with help of menu hierarchy and 
layout. 

Zeithaml et al. 
(1983); Lee and 
Kim (2005); Jang 
et al. (2007) 

Interactivity 

Degree of information exchange 
among community members and 
between community members and 
host of the community 

McWilliam 
(2000); Muniz 
and O’Guinn 
(2001); Choi 
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Summary of Operational Definitions of the Variables 
Name of Variable Operational Definition Sources 

(2004); Seo 
(2005) 

Reward for 
activities 

Degree of monetary or 
psychological reward for 
proactive members in the 
community. 

Sheth et al. 
(1995); Seo 
(2005); Jang et 
al. (2007) 

Online community commitment 
Degree of strong and positive 
feelings among members towards 
the community 

McWilliam 
(2000); 
Garbarino and 
Johnson (1999); 
Choi (2004); 
Jang et al. (2007) 
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Abstract 

Globality was proposed by the Boston Consulting Group to describe the new era of global 
competition as corporations from emerging markets outperform the traditional MNCs. BCG 
considered Globality in organizational terms and left the implications for global leaders and 
executives as an afterthought. 
 
This exploratory study considers the impact of globality related to Global Leadership and 
Executive Competencies in combination with the Global Mindset and Cultural Intelligence. 
A review of literature identified a specific range of competencies in these four areas. These 
were refined into a questionnaire. The setting of the research was a subsidiary of Pfizer which 
has operations in 70 countries. A pre-test was conducted with a sample of 53 international 
managers in Southeast Asia. 
 
The pre-test results indicated a reliability of 0.9 using Cronbach Alpha. A factor analysis 
confirmed specific components for Global Leadership Competencies, Global Executive 
Competencies, Global Mindset, and Cultural Intelligence. This provided construct validity. 
 
Keywords: Globality, Leadership Competencies, Executive Competencies 
 

Introduction 

Globality was developed from the Boston Consulting Group experience in working with the 
new global challengers from emerging markets. It is defined as a new and different global 
reality with multiverse competition (Sirkin, et al., 2008). It is characterized as Western 
business orthodoxy integrated with Eastern business philosophy. This integration becomes a 
whole new mindset that embraces profit with collaboration and competition with 
sustainability (Sirkin, et al., 2008). The implications of Globality were at the corporate level. 
The importance for international business executives was left as a challenge: 
“What you do, what you decide, how you think, how you behave will affect people’s lives 
and change the world, either for the worse – or for the better (Sirkin, et al., 2008: 267).” 
 
This paper will examine the impact of Globality on international business executives. It will 
include a combination of Global Leadership and Executive Competencies with the Global 
Mindset and Culture Intelligence. It will present an approach to measurement and the results 
of a pre-test with international executives and professionals from Pfizer. 
 
The globalization of the world economy requires companies to operate across borders with 
new management competencies (Bücker & Poutsma, 2010; Caligiuri, 2006; Chin & Gaynier, 
2006; Earley & Ang, 2003). Most global managers agree that domestic business leadership 
and global leadership differ in the skills required and the approach to improving these skills 
(Kramer, 2005). Many managers successful in domestic operations cannot translate this 
success to the international level.  
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The field of global leadership has emerged over the past two decades as a response to the 
need of MNCs to develop global strategies, expand into international markets, and compete 
in the global marketplace. As a result, scholars have begun to conceptualize and develop 
models that can help global firms to manage global management and leadership talent 
(Jokinen, 2005). As globalization complexity and dynamics increase there is a need to 
prepare global leaders with a global mindset (Moran & Riesenberger, 1994). MNCs face the 
challenge of developing global executives with diverse backgrounds to facilitate 
organizational expansion. Research is still limited on leadership and executive competencies 
at the global level. Many international executives who work effectively cannot achieve 
success in leadership positions. The question is: what are the distinct competencies required 
for leaders and executives in the global context?  
 
Since the 1990s, competency-based leadership models have been the focus of the human 
resource management community. Companies with multinational operations such as 3M, 
PwC, IBM, AIG, Citibank, Black & Decker, and Deloitte & Touche have established long 
term human resource management teams to identify company-specific leadership attributes 
that are globally applicable. The objective of identifying these attributes is to create a 
universal template for international management selection, assessment, and development 
programs. The 3M company uses the 3M Competency Framework which consists of 12 
competencies as fundamental, essential, and visionary global leadership characteristics 
(Alldredge & Nilan, 2000). 
 
PricewaterhouseCoopers (PwC) utilizes the “Ulysses program” an integrated service-learning 
program which involves assigning leaders to work in developing countries and aims to 
promote responsible leadership through a new learning experience within PwC’s global 
network of companies (Pless, Maak, and Stahl, 2011).  
 
Firms support the convergent perspectives of organizational leadership, suggesting similar 
business values across nations. Research suggests global leadership competencies include 
Resourcefulness, Change Management, and Building and Mending Relationships (Gentry and 
Spark, 2012). There are some contrasting opinions suggesting the importance of cultural 
differences on leadership competencies (Davis, 2009). International research focused on 
cultural comparisons examines this contrast. Increased globalization in communication and 
infrastructure and the decline of cultural diversity contributes toward a mono-cultural 
environment implying a culture homogeny. However, the literature suggests respect of local 
culture is an important competency for global managers. Global leaders need a transcultural 
awareness and the ability to adapt to cross-border collaborations (Hollenbeck & McCall Jr., 
2001; Training, 2011). 
 
Asia’s growth has created the demand for an increasing talent pool for global leaders from 
India and China. Expatriate leaders in Asia face unique challenges from increased people-
centricity (Center for Creative Leadership IHCLI, 2012). A generalized model of US 
leadership is still of questionable utility in Asia. 
 
Although, leadership differs from the executive, global leaders can be found in any position 
with both leadership and executive qualities in a complex international environment (Kotter, 
1990). Managing or executing is the key to operational effectiveness and execution, whereas 
leading is the key to systematic and change effectiveness (Jones, O’Leonard, and Berslin, 
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2012). The separation of leadership and executive competencies is needed to specify the 
roles. 
 
Globality research focuses on global styles and competencies as a recommended approach for 
leaders. Leadership styles are common behaviors that were found in successful leaders. 
Leadership competencies are the described actions of successful leaders that lead to higher 
individual performance. For this reason, this study will focus on the effectiveness of 
competencies. 
 
Global leaders are characterized by diversity. The required global leadership and executive 
competencies need to be identified and assessed. Global executive competence relates to 
success. This research contributes to addressing competency gaps for global managers 
adapting to global assignments through competency based leadership and executive 
development in complex international environments. 
 
PROBLEM STATEMENT 
Demand for successful globalization leads to the primacy of developing global leaders. A 
wide range of studies have been conducted on global leadership competencies, global 
executive competencies, and global mindset. This includes a variety of competencies and 
frameworks. However, several key weaknesses need to be pinpointed. Most importantly, 
there is a lack of specific and clear definitions. Global leadership competencies are often not 
clearly distinguished from global executive competencies. When global practitioners apply 
competencies, results on performance are often elusive. Many so-called “global” 
competencies are extensions of domestic practices. Corporate executives at the headquarters 
often assume based on minimal evidence that their own leadership styles are readily exported. 
At the same time, leadership consultants are highly motivated to assert that their models have 
universal value even when such models are greeted with confusion, resistance, or 
misinterpretation in foreign markets (Tang & Dai, 2012). 
 
From the academic perspective, the impact of global leadership competencies, executive 
competencies, and global mindset on executive and corporate performance should be 
specified and quantified. Most research in this field consists of consultant reports which are 
practical but analyzed and interpreted qualitatively. There is substantially less research to find 
an integrative, pragmatic, and academic framework to unite global leadership competencies, 
global executive competencies, global mindset, and performance. 
   
RESEARCH OBJECTIVES 
The objectives of this paper are: 
1. To identify the Academic (Theory) and Consultant (Practice) approaches to Global 
Leadership Competency, Global Executive Competency, Global Mindset, and Cultural 
Intelligence (CQ) 
2. To specify the factors of Global Leadership Competency and Global Executive 
Competency 
3. To specify the factors of the Global Mindset (GM) and Cultural Intelligence (CQ) 
4. To develop an integrative framework of Global Leadership Competency (GLC), 
Global Executive Competency (GEC), Global Mindset (GM), and Cultural Intelligence (CQ) 
5. To determine the relationships of this framework to executive performance and 
corporate performance in a comparative study (Southeast Asia, East Asia, European Union, 
US, South Asia)  
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SCOPE 
This research will focus on the individual competencies in global managers from more than 
70 countries within the Pfizer company group. With Pfizer’s globalized business, all directors 
and managers have extensive experience conducting cross-border operations with other 
countries. 
 
Global leadership and executive competencies relate to an individual’s ability to achieve 
specific performance objectives. Understanding these competencies can support human 
resource management to provide appropriate selection, training, and performance appraisal 
systems which encourage higher performance. This research will consider the cross-cultural 
differences between executives in the different countries in which Pfizer operates.  
 
The major areas of research considered include global leadership and executive 
competencies, global mindset, and cultural intelligence. The dependent variable of 
performance and its relationship with competencies is reviewed. Further, related background 
characteristics (i.e., executive development, cultural distance, and executive background) are 
illustrated. Comparative cross cultural research is necessary to determine the universal or 
local nature of global competencies (Hamlin, 2005). 
 

GLOBAL LEADERSHIP COMPETENCY 

Global Leaders and Global Leadership 
Global leaders in MNCs are responsible for international expansion, managing complex and 
dynamic situations, and motivating diverse operation teams. A global leader is defined as, 
“An individual who inspires a group of people to willingly pursue a positive vision in an 
effectively organized fashion while fostering individual and collective growth in a context 
characterized by significant levels of complexity, flow and presence (Mendenhall, et al., 
2012).” 
 
McCauley (2006) identified the differences of leadership competencies related to the level 
required to lead an organization, lead others, and lead the self. Leading others requires more 
social or people skills while valuing individual differences. Leading the self emphasizes self 
motivation and awareness. Leading an organization involves dealing with complex problems, 
risks, and a dynamic environment. It requires a strategic vision for long-term organizational 
success. Leadership is an overall capability including social skill, visionary skill, and 
managerial skill to drive the organization to success in a complex environment. 
 
“Table 1 goes about here.” 
 
The definitions of Global Leadership are reviewed in Table 1. Three types are considered: 
state (position), process (actions), and both (combination of position and actions). 
Competencies relate most to the process category. 
 

SPECIFYING GLOBAL LEADERSHIP AND EXECUTIVE COMPETENCIES 

In the literature there is a tendency to classify leadership, executive, and management 
competencies as very similar. This study will specify leadership and executive competencies.  
Global Leadership is future oriented, strategic, and is considered change and relationship 
directed. Executive competencies are focused on implementation and are results driven. 
Figure 1 shows the major differences between the Global Leadership and Global Executive 
priorities. 
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“Figure 1 goes about here.” 
 
GLOBAL MINDSET 
Global mindset is the cognitive capacity of key decision-makers to shift from structural and 
administrative tasks to mindset-based activities (Levy, et al., 2007). Rhinesmith (1993) 
described an executive with a global mindset as “accepting life as a balance of contradictory 
forces and continuously seeking to be open to themselves and others by rethinking 
boundaries and changing behavior.” Javidan and Teagarden (2011) defined global mindset as 
an individual’s ability to influence others, groups, organizations, and systems that are unlike 
their own.  Global mindset was conceptualized both unidimensionally in terms of cross-
cultural capacity and multidimensionally in terms of strategic integration with international 
challenges. Global mindset combines a strategic and cultural approach including three 
theoretically derived components (i.e., intellectual capital, social capital, and psychological 
capital). Javidan and Teagarden (2011) developed a 9 scale measurement instrument 
development using the Global Mindset Inventory scales (GMI scales) as shown in Table 2. 
 
“Table 2 goes about here.” 
 
Managers with a global mindset can effectively adapt to working with people from different 
cultures and build strong relationships with diverse communities. The research on the global 
mindset framework is summarized in Table 3. Most empirical evidence focuses on 
antecedents and conceptualization. Age, education, international experience, and other 
personal factors effect an individual’s global mindset. However, research is still limited on 
the effect of global mindset on company behavior and performance. 
“Table 3 goes about here.” 
 

CULTURAL INTELLIGENCE (CQ) 

“Culture is developed, transformed and transmitted through the conscious and unconscious 
activities of every member in the organization (Chin and Gaynier, 2006).” Many leaders fail 
to recognize and properly adapt to culture differences. They ignore the importance of culture 
and lack the required skills for global management in a multi-cultural context (Chin and 
Gaynier, 2006). Earley and Ang (2003) introduced the concept of cultural intelligence (CQ) 
as the capacity of an individual to function effectively in a culturally diverse environment. 
CQ reflects the capacity to culturally adapt, collect, and use available information to infer and 
react (Chin & Gaynier, 2006). The conceptualization of CQ includes 4 factors (i.e., 
metacognitive, cognitive, motivational, and behavioral dimensions) (Ang & Van Dyne, 
2008). The 20 item Cultural Intelligence Scale (CQS) was used in most research on CQ 
theory (Ang, et al., 2007) as seen in Table 4.  The CQS measurement includes 20 items with 
a 7 point Likert scale. Intercultural skill is not only cognitive skills, such as the ability to 
align, but also behavioral and affective skills to manage the cultural diversity in working 
context.  

 
“Table 4 goes about here.”  
 
Cultural dexterity is an important quality of successful global leaders (Bansal, et al., 2012). 
Current research demonstrates that CQ can predict the outcomes in cultural adaptation, leader 
performance, global leadership, intercultural negotiation, and multicultural team building 
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(Van Dyne, et al., 2012). There is no empirical evidence of CQ predicting leadership 
outcomes (Groves & Feyerherm, 2011).  
 
PERCEIVED PERFORMANCE 
Self reported performance will be used in this research to measure the effectiveness of global 
leadership and executive competencies. This is similar to other research (Caligiuri, 2006). 
Self-evaluated performance constitutes an integrative judgment of self-efficacy and self-
regulation (Bandura, 1991; Riggs and Knight, 1994).  Research has shown that employees 
actually perform their work similarly to their perceptions (Bandura and Jourden, 1991). 
Perceived performance can enhance productivity because the higher the motivation, the more 
the effectiveness, and ultimately the greater success (Taylor and Brown, 1988: 199).  
 
BACKGROUND FACTORS 
Executive development, cultural distance, and executive positions are included because they 
may affect global performance. Executives who have more training or higher motivation to 
go abroad have better performance. Similarly, executives who understand cultural differences 
from international experience and have linguistic capability are more likely to have 
developed higher cultural intelligence or a global mindset that facilitates their performance in 
an international context.  
 
Executive Development 
There is a positive relationship between training and motivation toward competency 
development. Selmer, et al. (1998) suggested cross-cultural training for global leadership 
development. Research shows that MNCs can enhance global leader competencies through 
training, coaching, and international assignment (Caligiuri, 2006; Gupta and Govindarajan, 
2002). The more global leaders attend executive development programs, the more they 
increase leadership competencies (Chin and Gaynier, 2006). 
 
Cultural Distance 
Cultural distance is a widely used concept in international strategy for firms dealing with 
cross-cultural behavior inside their organization. Culture distance is measured as the 
difference in cultural scores between each of Hofsted’s (1980) four cultural dimensions. 
Culture is a complex, subtle, and intangible social concept that is difficult to operationalize  
(Boyacigiller, et al., 1996). It is recommended to measure culture distance from a specific 
country for a relative comparison between nationalities. In this study because Pfizer is an 
American corporation the USA is used. Rothaermel, et al. (2006) calculated an mathematical 
score for overall cultural distance in each country from the USA, displayed in Table 5. 
 
“Table 5 goes about here.” 
 
Cultural distance can affect company strategy and performance in both negative and positive 
ways. Negatively, cultural gaps make operations more difficult and introduce an obstacle to 
company performance. Positively, culture distance may provide synergies such as integrative 
ideas for investment from risk-takers and profit maximization on safe investments from the 
risk adverse (Shenkar, 2001). 
 
Executive Background 
International experience is well accepted as an important determinant of global leadership 
competencies (Gregersen & Morrison, 1998; McCall & Hollenbeck, 2002). This experience 
includes expatriation, global team participation, or international assignment. It can be 
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measured in time spent or levels of interaction. Past experience cannot guarantee company 
success. Experience is not a direct predictor for performance but is a predisposing factor for 
global leadership competencies (Jordan and Cartwright, 1998). 
 
The intellectual capacity from formal education and linguistic ability influence global 
mindset (Jordan and Cartwright, 1998). The antecedents of global mindset are age, education, 
job tenure, international management training, nationality, and willingness to work abroad 
(Arora, et al., 2004). Motivation and language skill are also determinants for global mindset 
(Clapp-Smith & Hughes, 2007).CONCEPTUAL FRAMEWORK 
The literature review led to the integrative model of our research as shown in Figure 2. 
 
“Figure 2 goes about here.” 
 
PRE-TEST 
Pretesting is the opportunity for researcher to improve their instrument before roll-out in 
large scale. The pretest was done since August 2012 with a web-base survey. Total 
respondents are 53 people. The main objective is to determine reliability and validity of the 
questionnaire by conducting an exploratory factor analysis for all independent variables. 
 
Reliability 
Each construct measurement will be assessed for reliability with Cronbach’s Aplha test and 
the coefficients should be at least 0.70 (Nunally, 1978). 
 
Factor Analysis 
Multiple item scales will be extracted with exploratory factor analysis. Factor analysis is the 
most appropriate method that is used to evaluate an instrument’s dimensionality. Hair, et al. 
(2006) specified the detailed criteria of the loadings: 

i. Factor loading values in the range of ± 0.30 - ± 0.40 are justified to meet the 
minimum requirement for allocating items in an appropriate factor. 

ii. Loading values ± 0.50 or greater are justified practically as significant loadings. 
iii. Loading values more than ± 0.70 indicate of well-defined loadings. 
iv. Latent roots (eigen values) larger than 1 are justified significant. 
v. The cumulative percentage of the variance extracted by successive factors 0.60 is 

justified as a satisfactory solution. 
vi. The Kaiser Meyer Olkin sampling adequacy test should generate a value at least 0.50. 

vii. The probability of Bartlett test should be less than the level of significance at 0.05. 
In addition to testing validity, factor analysis can be used for data reduction. In this process a 
set of variables can be identified as related to an underlying theme or factor. A factor then can 
be used as a new composite variable for further analysis.  
Factor analysis can be used for exploratory purposes, that is identifying key relationships. It 
can be used for confirmation of a specific conceptual framework or model. 
 

MEASUREMENT 

Global Leadership Competencies  
From the exploratory factor analysis six factors were identified. Global leaders have a 
combination of global leadership competencies. These were global orientation, global 
leadership action, thinking integratively, communicating across boundaries, and global 
networking, relationship, result orientation, and global culture. 
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Factor 1 relates to Global Orientation. Global Leaders need to understand international 
standards and issues, be entrepreneurial and empower local subordinates in order to focus on 
broad picture as strategic enabler (Center for Creative Leadership IHCLI, 2012). They need 
to understand global processes. 
 Emphasize quality strategies with international standard 
 Emphasize international dimensions in strategy 
 Empower international subordinates to do their best 
 Develop global process/project teams 
 Implement entrepreneurial and innovative actions in international businesses 
Factor 2 directly relates to Global Leadership Action. 
 Be a catalyst/ manager global strategic change 
 Influence international subordinates without authority 
 Develop and coaches others to international standard 
 Deal well with high ambiguity/uncertainty of global situation 
The Third Factor emphasizes Thinking Integratively, Communicating Across Boundaries, and 
Global Networking. 
 Communicate effectively on global issues 
 Think integratively about global business 
 Understand complex international business data 
 Global networking 
Factor 4 relates to Relationship including balancing work and family demands. It is the key 
factor for Global Mindset because relationship management is one dimension of intercultural 
competency in Global Mindset (Bird, 2011). Self and career is the important issue that global 
leaders need to balance (Hollenbeck & McCall Jr, 2001). 
 Having a “global mindset” 
 Have relationship, integrity and trust in international standards 
 Balance work, family and personal time 
Result Oriented is the Fifth factor. It includes understanding risks and taking risks and 
customer orientation.  
 Gets results/manage global strategy to action 
 Exhibit a strong international customer orientation 
 Take risks/initiative in strategic action 
Factor 6 is Global Culture. It emphasizes corporate global values and change. Cultural 
competency is the competency most associated with successful global leaders (Hollenbeck & 
McCall Jr, 2001).  
  Be a catalyst/manager of cultural change 
 Specify corporate values which are global 
 Use a global networks of peers and partners 
 
Table 6 lists the factor loadings for Global Leadership Competencies including the factor 
loadings. 
 
“Table 6 goes about here.” 
 
Global Executive Competencies 
There are 5 factors related with global executive competencies. 
Factor 1 presents the Profile of an Effective Global Executive. It includes respect for others, 
an emphasis on team global excellence and dealing well with differences.  
This executive values other cultures, is understanding and a good listener. 
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Factor 2 indicates a Global Executive Approach which focuses on challenge, positive service 
oriented with a standard of universal fairness for customers, partners, peers, subordinates and 
the community. 
 
Innovative is the Third Factor. It includes a deeper Understanding of Customers and learning 
from peers, creating new possibilities and developing new projects. 
Factor 4 indicates the orientation of the Global Executive who is excited about the global 
opportunities, open to the situation and possesses a sense of humility. 
Multiple Perspectives is the Fifth Factor of Global Executive Competencies. The executive is 
open to a variety of views. Table 7 lists the factor analysis for Global Executive 
Competencies including the factor loadings. 
 
“Table 7 goes about here.” 
 
Global Mindset 
There are 3 factors related to global mindset: 
Factor 1 is Openness. The Global Leaders appreciate learning and understanding. They value 
relationships partners and collaboration. 
Factor 2 is Flexibility. Global Leaders are able to work a cross borders, appreciate cultures 
and understand differences. 
Factor 3 is Being Positive. Global Leaders appreciate new challenges and variety. They 
recognize the validity of different perspectives. 
 
Table 8 lists the factor analysis results for Global Mindset including the factor loadings. 
 
“Table 8 goes about here.” 
 
Cultural Intelligence 
The Cultural Intelligence Scale (CQS) was developed by Ang (2007) includes 4 types, 
metacognitive, cognitive, motivational, and behavioral Cultural Intelligence (Van Dyne, et 
al., 2012). This research adapted the four types into 10 major Cultural Intelligence aspects. 
The factor analysis resulted in two factors. The first factor was Adaptability. It includes how 
global leaders change when they relate to members of other cultures, change their style of 
interaction, and actions they take to adapt to new cultural encounters. It also includes how 
global leaders cope with living abroad and how they enjoy interacting with new cultures. This 
factor includes statisfaction with expatriate status. 
 
The second factor was Understanding. Global leaders adjust their understanding to new 
cultural situations and recognize different values. They embrace different cultural 
perspectives.Table 9 lists the factor analysis results for Cultural Intelligence including factor 
loadings. 

 
“Table 9 goes about here.” 
 
Perceived Performance  
Perceived performance will be measured as respondents' responses to the following questions 
on a 7-point Likert scale:  

1. “How do you view your own performance as an international manager?” with 
1-Meet expectation to 7-Above expectation  
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2. “To what extent do you think these competencies relate to your performance 
as an international manager?” from 1-not at all to 7-very much.  

Self perceived performance may raise an issue of common method bias. However, the factors 
were captured at the end of the questionnaire. 
 

 

 

CHARACTERISTICS OF THE RESPONDENTS 

53 managers from many countries participated in the pilot test, summarized in Table 10. A 
few participants did not complete the questionnaire (13.2%-30.2%). The age distribution of 
participants were from 26 to less than 35 years old. The majority had international working 
experience ranging between 1-5 years (45.3%). Most (valid 75%) traveled frequently, making 
around 1-4 trips per year. Most can speak two languages (63%) with some participants able to 
speak three languages (15.2%). The majority have moderate to high motivation to work 
internationally (73.9%). Most (45.9%) have completed 1-3 training programs in international 
business (non degree) and 18.9% have completed 4-5 programs per year. One fourth (24.3%) 
had no training. A large percentage of respondents (60.9%) had contact with other 
nationalities 1-10 times per week. The descriptive statistics are shown in Table 10. 
“Table 10 goes about here.” 
 

CONCLUSION 

This study presented a review of literature and the development of a questionnaire to assess 
Globality at the International Executive level. Results of the pre-test indicated high reliability 
and demonstrated positive construct validity. Factor analysis indicated constructs in Global 
Leadership Competencies, Global Executive Competencies, Global mindset, and Cultural 
Intelligence which were consistent with the review of literature. The questionnaire is suitable 
for a more in-depth survey with a large sample of international executives. 
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In Search of Sustainable Students’ High Performance: Do Scoring 

Technique and Numerical Aptitude Affect Practicum/Workshop Course’s 
Teaching and Learning Process?  

 
Abstract 

This study aimed to determine the effects of using of scoring techniques and numerical 
aptitude learning to the engineering students’ practicum course performance. By using an 
experimental method of 2 x 2 level designs and 60 students in a multistage random sampling, 
the results reveal that the students’ performance is higher when the analytical scoring 
technique is used, instead of holistic scoring ones. It also finds that scoring techniques and 
numerical skills affect the students engineering practical course performance. For students 
with high numeric aptitude, the empirical finding shows that analytical scoring is more 
suitable than holistic one, and vice versa. It implies that in engineering practicum course it is 
better to use analytical scoring to measure the students’ learning performance.     
 
Keywords: scoring techniques, numerical ability, engineering practical performance, 
students’ potential ability 
 

INTRODUCTION 

In education, assessment plays a major role in which the central point is the diagnostic 
process—by establishing what students have learned. By having assessment, it is possible to 
plan what students need to learn in the future. There is an emerging vision of assessment that 
views it as a dynamic process that continuously yields information about student progress 
toward the achievement of learning goals (Garfield, 1994). According to this vision, 
assessment starts when the information gathered is consistent with learning goals and is used 
appropriately to communicate the instruction. Therefore, it can enhance student learning as 
well as document it. In engineering education, the developments of engineering-practicum 
assessment tools are intended for teachers to have, at least, two important things, i.e. a 
common understanding on how the engineering practicum assessment should be done and the 
ability to develop scoring techniques for evaluating the students' performance in practicum 
courses.   
 
The aspects assessed in the engineering practicum are the process of doing practicum 
activities and the attitudes of the students during the activity. As the primary purpose of any 
student assessment should be to improve student learning, it is important to find which type 
of aptitude mostly determines students’ performance in their practicum course and, which 
scoring techniques are most appropriate. Prior studies reveal that the assessments of students’ 
competence during the practicum remain problematic and a number of issues remain 
continuous (Campbell-Evans & Maloney, 1997; Haigh & Tuck, 2000).  
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This study tries to examine whether there is any difference among engineering-practicum 
students or not when certain scoring techniques are used. It will explore the effect of analytic 
and holistic scorings on students’ practicum performance by using numerical aptitude as the 
mediating variable. This study will expand the literature review, which previously was mostly 
done in non-practicum courses’ context. It contributes to broaden the examples and best 
practices that other engineering-practicum courses can follow and use it as a benchmark.  
 
To present the empirical findings, the paper is organized as follows. The literature review and 
prior studies on scoring techniques, numerical aptitude, and students’ practicum achievement 
are briefly outlined in Section 2. The methodology and research model is described in Section 
3, followed by the research results and discussion in Section 4. We provide some concluding 
remarks in Section 5.  
 

LITERATURE REVIEW 

Learning achievement on mechanical engineering practicum 
In general, educational assessment is defined as making a judgment on a person or a situation 
based on available evidence (Torrance, 2004). It means that pedagogic assessment is 
concerned with making judgments about student achievement and progress. According to 
Maduka (1994), assessment in a formal setting is very useful, especially in vocational courses 
where the practicum is critical and is best achieved through continuous exposure to real-life 
situations and assessment of the degree of learner intake of instruction. American Association 
for Higher Education (2003) proposes one of nine good practices for assessing student 
learning, i.e. the evaluation works most when it is ongoing rather than periodic, which 
assessment entails a linked series of activities undertaken over time, and the main point is to 
monitor progress toward intended goals in a spirit of constant improvement.  
 
Leighbody (1988) finds that the outcomes of psychomotor learning assessment focus on 
certain aspects, such as the ability to use tools and work ethic, the ability to analyze the work 
and arrange its sequence, the speed of the task, the ability to read images and or symbols, and 
compatibility with the expected shape and size that have been specified. It means that the 
assessment of movement in conscious mental activity or skills should include preparation, 
process, and product. Meanwhile, in the context of engineering and science teaching-learning 
process, Edwardes (1981) explains that the learning process in practicum courses includes 
three phases, i.e. the presentation of educators, the practicum activities of students, and the 
assessment of students’ work. 
 
In mechanical engineering, the practicum is assessed by using the scores obtained by students 
after completing the machine-workshop practices, such as using the mechanical-measurement 
instruments, using hand tools, using powered tools, working with a lathe, milling machine, 
grinding machine, etc. Therefore, it is important to find appropriate scoring techniques to 
assess fairly the students’ practicum performance. 
 
Scoring techniques 
Generally, before an assessment method is used, a procedure for scoring should be prepared 
to guide the process of judging the quality of a performance or product, the appropriateness 
of an attitude or behavior, or the correctness of an answer. To increase consistency and 
validity in the mechanical-engineering practicum, properly developed scoring procedures 
should be used. Therefore, informing students prior to the use of an assessment method about 
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the scoring procedures to be followed should help ensure that similar expectations are held by 
both students and their teachers. 
 
In education field, there are two types of common scoring, i.e. analytic and holistic scorings. 
In analytic scoring, the focus is on evaluating student work across multiple dimensions of 
performance rather than from an overall impression (holistic scoring). In analytic scoring, 
individual scores for each dimension are scored and reported. For example, analytic scoring 
of a history essay might include scores of the following dimensions: use of prior knowledge, 
application of principles, use of original source material to support a point of view, and 
composition. An overall impression of quality may be included in analytic scoring (McBeath, 
1992; Stiggins, 1994; Shaw & Falvey, 2008). 
 
The analytical assessment has some advantages, such as it could be more reliable at times, 
especially during the learning process. As instruction assessment, it can show where there 
have been breaks in the learning cycle. This type of assessment could very well analyze the 
learning process in many ways. This assessment if developed properly could provide data 
about the process of learning in such a way that re-teaching could take happen almost 
immediately. This assessment would also provide feedback to the students if done throughout 
the project or unit.   
 
In holistic scoring, the evaluation of student work where the score or grade is based on an all-
inclusive impression of their performance, using specified criteria, rather than multiple 
dimensions of performance (analytic scoring). It means a rater evaluates the effectiveness of 
responses in terms of a set of overall descriptions of categories relevant for responses to the 
task. Some scholars argue that comprehensive scoring assessments are often more efficient 
(Gibbs, 1994; Klenowski & Askew, 2005; Sadler, 1983). They argue that the holistic 
assessments may be easier to create. This scoring is more subjective. Considering the time 
constraint teachers have to work with, most may utilize this approach, and holistic assessment 
could be used in a broad way or a precise way. This could give students generalized 
guidelines to whatever is being assessed. It could also give students specific guidelines as 
they get more immersed in technology. The criteria could be set to aim the students in a 
certain direction to attain the particular learning goals that have been established (Stiggins, 
1994; Nitko, 1983). A fundamental tenet of this comprehensive approach is that personal 
experience and active learning more effectively stimulate cognitive processing than do more 
traditional forms of passive learning. In the mechanical-engineering field, both techniques 
have same weight of importance, which each technique tries to assess students’ practicum 
achievement efficiently and fairly. Therefore, based on the prior empirical findings, we 
propose the following hypothesis:  
 
Hypothesis 1: Analytic scoring has a higher significant effect on students learning outcomes 
than holistic scoring. 
 
Numerical aptitude 
Scientific and numerical skills are common combination in applied science and technical 
fields. Numeric ability is the ability to think and used numbers instead of the ability to 
manipulate it. Barret and Williams (1990) and Amstrong (1999) define that this aptitude is 
needed and related to certain jobs, such as mathematician, physicist, accountant, actuary, risk 
analyst, financial analyst, engineer, and architect. Prior studies reveal that the lack of proper 
numeracy skills can reduce employment opportunities and promotions (Brooks & Pui, 2010; 
Ciampa et al., 2010). Even in certain cases it results in unskilled manual careers, low-paying 
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jobs, and unemployment. Based on those facts, the numerical ability for mechanical 
engineering students is important, therefore, having good scores in this aptitude plays a 
significant role in achieving fine academic performance. By optimizing this ability, students 
must demonstrate their abilities to apply mathematics, engineering science, and technology 
principles necessary for analyzing, modeling, and solving engineering problems. Thus, we 
propose hypothesis 2 as follows: 
 
Hypothesis 2: The interaction between scoring techniques and numerical aptitude influence 
students learning outcomes. 
 
Potential ability in mechanical engineering 
According to Darwin (1997), the potential ability is the unrevealed basic ability. Every 
person has the potential to develop themselves differently. This is because everyone has a 
different potential to the other. In the context of mechanical engineering education, 
Timoshenko and Young (1956) assert that there are no prescriptive rules that can be used by 
education-designers to develop all kinds of mechanical-reasoning capabilities. It means that 
potential ability in engineering mechanics is individual capability, which is still under-
developed and becomes the basis of new capabilities. It could be tangible and provide 
chances for success if it is triggered and developed through education and training with 
certain methods. Prior studies demonstrate the strong positive correlation between potential 
ability and educational success (e.g., Kuncel, Hezlett, & Ones, 2001; Linn & Hastings, 1984), 
skill acquisition (e.g., Ackerman, 1987, 1992; Lohman, 1999), and job-training success (for 
reviews, see Ree & Caretta, 1998; Schmidt, 2002). Therefore, based on the empirical 
findings, we argue for the hypothesis 3 as follows:   
 
Hypothesis 3: The potential ability in mechanical engineering influence students learning 
outcomes. 
 
In this study, we propose the research framework by using scoring techniques and numerical 
aptitude as the independent variables, and students’ potential ability in mechanical 
engineering as the covariate variable. Meanwhile, students learning outcomes perform as the 
dependent variable (Figure 1).  
 
[“Figure 1 goes about here”] 
 

METHODOLOGY 

Research design and sampling techniques 
This research used a 2x2 level treatment design and 60 respondents in a multi stage random 
sampling. This study used two independent variables and one dependent variable. The 
independent variables are scoring techniques and numerical aptitude, with potential ability in 
mechanical engineering as the covariate variable. The dependent variable in this study is 
students learning outcomes in mechanical engineering’s practicum/workshop. The numeric 
ability performs as the moderator variable that consists of two levels: high numeric aptitude 
and low numerical aptitude. The dependent variable is the score of the learning outcomes of 
mechanical engineering practice. To examine the differences of the average deviation 
(adjusted mean) or intercept differences between two independent variables, we employed the 
analysis of covariance (ANCOVA) or ANCOVA simple two-way factorial 2x2, as shown in 
Table 1. 
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[“Table 1 goes about here”] 
 
Where 
 

A1 = analytic scoring 
A2 = holistic scoring 
B1 = high numerical aptitude 
B2 = low numerical aptitude 
Y = practicum/workhsop score 
X = potential ability in mechanical engineering 
k  = number of level 

 
RESEARCH FINDINGS AND DISCUSSION 

The results reveal that in averages, the students’ potential ability scores are relatively higher 
than their practicum/workshop’s scores, which analytic scoring may influence significantly 
than holistic one. Descriptively, it demonstrates that scoring techniques and numerical 
aptitude play an important role in students learning outcomes, whether in their 
inner/prospective ability or tangible academic score (Table 2). To test the hypotheses, we did 
the difference of two-means test for hypothesis 1, the ANCOVA test for hypothesis 2, and the 
ANOVA test for hypothesis 3.  
 
[“Table 2 goes about here”] 
 
The test for hypothesis 1 reveals that there is a different effect significantly between analytic 
scoring and holistic scoring on the students' learning outcomes (Table 3). Analytic scoring 
has bigger influence than comprehensive one statistically, whether in category high numerical 
aptitude or low one (t-statistics = 51.06 and 27.9, respectively > t-table = 1.697). This result 
is in line with the works of McBeath (1992), Stiggins (1994), and Shaw & Falvey (2008). It 
means that in the engineering mechanics, the reasoned scoring is more appropriate to measure 
the students’ academic performance and their potential ability. It relates to the advantage of 
analytic scoring in the reliability during the learning process, which is a critical factor in 
mechanical engineering education. It provides information on the features or components of 
engineering mechanics-skills achieved by the learner. In terms of the effect on instruction, 
placement, and diagnostics for students, systematic scoring is more informative. It is 
beneficial for the lecturer as it functions as reliable information for remedial teaching. 
Meanwhile, holistic scoring method requires expert opinion (lecturer) who gives the score. 
The scoring is conducted comprehensively and does not view to main elements that will be 
assessed. Lecturers only view students' work as a whole. This holistic scoring method 
emphasizes the overall integrality and the work of students in engineering practice. It does 
not make assessments objectively and depends on the lecturers’ subjective condition. 
Meanwhile, scoring techniques, which carry out assessment effectively and efficiently, will 
give an impact on increasing students' learning spirit. It implies that in assessing the 
practicum/workshop courses in mechanical engineering education, the analytic scoring usage 
is a better option than the holistic one.   
[“Table 3 goes about here”] 
 
Meanwhile, the test for hypothesis 2 demonstrates that the interaction between scoring 
techniques and numerical aptitude influence significantly students learning outcomes (F-
value = 17.737 > F-table = 4.106). It means that those independent variables affect students’ 
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academic performance during their practicum/workshop’s courses (Table 4). It supports the 
studies of Amstrong (1999), Barret and Williams (1990), Brooks & Pui (2010), Ciampa et al. 
(2010). It reveals analytical scoring and high numerical aptitude play significant influence on 
the students’ academic performance. It implies that mechanical engineering education-
designers should create a curriculum ensuring the students have a sufficient numeric aptitude 
level to apply mathematics, engineering science, and technology principles necessary for 
analyzing, modeling, and solving engineering problems. It is important not only for the 
teaching-learning purpose, but also for ensuring the students’ better future career. 
 
[“Table 4 goes about here”] 
 
The test for hypothesis 3 reveals that students’ potential ability in mechanical engineering 
influence significantly their academic performance (Table 5). It supports the work of 
Ackerman (1987), Kuncel, Hezlett, & Ones (2001), Linn & Hastings (1984), Lohman (1999), 
Ree & Caretta (1998), and Schmidt (2002). It means that the tangibility of students’ potential 
ability provides real chances for success through education and training with certain methods 
applied in the mechanical engineering education process. It implies that the mechanical 
engineering educators should strive to give student not only the course work that provides 
them with solid foundations but also with opportunities to make the essential connections 
between practical experiences and their theoretical knowledge (Yost, Sentner, & Forlenza-
Bailey, 2000).  
 
[“Table 5 goes about here”] 
 

CONCLUSION 

The study on the effects of scoring techniques, numerical aptitude, and students’ potential 
ability on students learning outcomes reveals that the proposed influencing-variables have 
significant effects on the students’ academic performance. The statistics' tests demonstrate 
that analytic scoring has bigger influence than holistic one; meanwhile, the interaction 
between scoring techniques and numeric aptitude influences significantly students learning 
outcomes in their practicum/workshop course. The students’ potential ability in mechanical 
engineering also plays important moderating effect on the relation between scoring 
techniques and numerical aptitude and students’ academic performance. 
 
Those findings have some implications. Firstly, in the context of developing countries’ 
mechanical engineering education, in assessing the practicum/workshop courses, the analytic 
scoring usage is a better option than the holistic one. It encourages the engineering education-
designers to use scoring techniques, which carry out assessment effectively and efficiently, in 
order to give an impact on increasing students' learning spirit. Secondly, to ensure that the 
engineering mechanics' students get a proper teaching-learning process as well as a better 
future career, it is important to the mechanical engineering education-designers to create a 
curriculum ensuring the students have a sufficient numeric aptitude level to apply 
mathematics, engineering science, and technology principles necessary for analyzing, 
modeling, and solving engineering problems. Finally, the engineering educators should strive 
to give the students not only the course work that provides them with solid foundations but 
also with opportunities to make the essential connections between practical experiences and 
their theoretical knowledge.   
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Figure 1: Research Model 
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Table 1 
Experiment Research Design by Using 2x2 Level 

Numerical 
Aptitude (B) 

Scoring Techniques (A) 
A1 
(Analytic 
Scoring) 

A2 
(Holistic 
Scoring) 

B1 

High Numerical 
Aptitude 

[X, Y]11k 
k=1,2,...,n11 

[X, Y]12k 
k=1,2,...,n12 

B2 

Low Numerical 
Aptitude 

[X, Y]21k 

k=1,2,...,n21 
[X, Y]22k 
k=1,2,...n22 

 
 
 
 
Table 2 
Descriptive Statistics 

B 
(Numerical Aptitude) 

A 
Scoring Techniques 

TOTAL A1 
Analytic 
Scoring 

A2 

Holistic 
Scoring 

X Y X Y X Y 

B1 
(High Numerical 
Aptitude) 

N 15 15 15 15 30 30 
Mean 19,13 9 19,0 8,4 19,065 8,7 
Min 18 8 18 7.5 18 7,5 
Max 20 10 20 9 20 10 

B2 
(Low Numerical 
Aptitude) 

N 15 15 15 15 30 30 
Mean 16 8,6 17,4 8,3 16,7 8,45 
Min 15 8 15 7 15 7 
Max 17 9,5 19 9 19 9,5 

TOTAL 

N 30 30 30 30 60 60 
Mean 17,56 8,8 18,2 8,35 17,88 8,58 
Min 15 8 15 7 15 7 
Max 20 10 20 9 20 10 
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Table 3 
Difference of Two-Means Test on Analytic Scoring and Holistic Scoring 

Numerical 
Aptitude 

Scoring Techniques 
(A) 

Total 
Difference of 
two means test Analytic 

Scoring 
(A1) 

Holistic 
Scoring 
(A2)

X Y X Y X Y t-
statistics 

t-
table 

B1 
(High 
Numerical 
Aptitude) 

Mean 19,13 9 19,0 8,4 19,065 8,7 51,06 1.697 

B1 
(High 
Numerical 
Aptitude) 

Mean 16 8,6 17,4 8,3 16,7 8,45 27,9 1.697 

 
 
 
Table 4 
Test of Between-Subjects Effects 

Sum of Variances db JKRES RJK residual Fvalue Ftable 

Between A (scoring 
techniques) 1.00 15.216 15.2156 42.349 4.016 
Between B (numerical 
aptitude) 1.00 64.769 64.7686 180.268 4.016 

A*B Interaction  1.00 6.373 6.3727 17.737 4.016 

Within Groups 55.00 19.761 0.3593 

Total 58.00 106.118 
  
 

Table 5 
Test of the Students’ Potential Ability on Their Learning Outcomes 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 4.238 1 4.238 12.495 0.001b 

Residual 19.674 58 0.339   

Total 23.913 59    

a. Dependent Variable: Students’ learning outcomes 
b. Predictors: (Constant), Potential ability in mechanical engineering 



The Mediating Effect of Soft Elements of TQM Dimension on Cost Leadership  
Strategy and Improvement of International Project Management 

Page 380 of Volume 2 
 

 
 
 
Sara Sadat Hosseini Roudbordeh 
 Universiti Teknologi Malaysia, Malaysia 
 hrsarasadat2@live.utm.my 
Muslim Amin 
 Universiti Teknologi Malaysia , Malaysia 
 m-amin@ibs.utm.my or tengkumuslim@yahoo.com 
 
 

The Mediating Effect of Soft Elements of TQM Dimension on Cost 
Leadership Strategy and Improvement of International Project 

Management 
 

Abstract 

The purpose of this study is to contribute to understand the mediating effect of soft elements 
of total quality management (TQM) on cost leadership strategy and their relations to domain 
improvement of international project management (IIPM). In this study, two soft elements of 
TQM dimension are used (top management commitment and leadership, and employee 
relation) to mediate the relationship between cost leadership strategy and improvement of 
international project management.  
 
Keywords Cost leadership strategy, Total quality management, Project management  
 

INTRODUCTION 

In the recent trend of rapidly changing global business environment, companies tend to be 
more than ever competitive at the organizational strategy level through dynamic changes. To 
remain efficient and agile, optimizing the management practices is a main precedence of 
organizations while are continuously readjusting their competitive strategies by integrating 
the increasingly globalization trend (Hayes et al., 2005). Not all companies can implement 
the similar set of practices that have been successful somewhere else. Firms are paying more 
attention to apply the proper set of management practices to maintain and enhance their 
competitive advantages. And recent years, identification of changing elements in the business 
environment and respond proactively has been recognized as the key factors needed for 
successful organizational improvement (Brown & Eisenhardt, 2000; Hamel, 2000). 
 
In the last two decades, firms have widely applied total quality management (TQM), as one 
form of operation management practices, for growing competitiveness, but with mixed 
outcomes around the world. Thus far, mixed results on successful TQM implementations 
have been revealed: the relationship of the TQM practice’s efforts has been positively 
translated into business or operational performance (Choi & Eboch, 1998; Samson & 
Terziovski, 1999), process improvement (Jung & Wang, 2006) ,and customer satisfaction 
(Dean & Bowen, 1994; Choi & Eboch, 1998). Implementation of TQM practices intensity 
influence in actual progress of organizational performance in a cross-sectional sense that 
TQM practices describe a substantial proportion of variance in performance. However, not all 
of the categories of TQM practices are accounted particular predictors of performance 
(Broetzmann et al., 1995; Samson & Terziovski, 1999). 
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“Cost leadership” strategy is a kind of generic business strategies which were suggested by 
Porter (1986) and impacted large number of following researches across various contexts (i.e. 
Hill, 1988; Kotha and Vadlamani, 1995; Gilley and Rasheed, 2000). Previous studied in cost 
leadership strategy largely concentrated on the link between this strategy and various 
performance levels of organization (i.e. Miller, 1986, 1988; Brown and Eisenhardt, 2000).  
 
Project management is another form of management practice that has been receiving a 
burgeoning amount of developments on the literature in the last two decades. Not 
surprisingly, an increasing number of profit and non-profit firms’ interests are given to 
project management as a concept to reach the strategic objectives of their firms, concentrating 
on questions such as organizational project management (Kerzner, 2003), while looking for a 
systematic way to plan, implement, and monitor organization’s activities (Mantel & 
Meredith, 2003). One aspect of project management studies has been on finding the attributes 
of improvement of project performance such as the success criteria (Bryde & Robinson, 
2007), and the factors that simplify improvement of project performance such as the critical 
success factors (CSFs) (Kendra & Taplin, 2004; Rockart, 1979).The guide to the Project 
Management Body of Knowledge (PMBOK) are commonly accepted as one of the project 
management standards that makes improvement of project management practices (PMI, 
2004). Project management practitioners such as Kovac and Hauc (2000) argued the 
understanding of how to relate cost leadership strategy with firm’s operational structure is 
vital for effective performance of project management. Various studies have been also 
focused on the relationship between organization’s success and TQM elements (Prajogo & 
Sohal, 2006). The relation between project management and TQM is generally investigated 
from two perspectives. First, to introduce a TQM program successfully, project management 
is applied as the most operative methodology. Second, to guarantee improvement through a 
TQM program, the projects of individual quality improvement is used as the key driver 
(Bryde D. J., 1997).Nevertheless, a large number of firms applied both types of management 
practices and the link between improvement perspectives of project management and TQM 
elements is an essential area worthy to further research (Oprime & Pimenta, 2011).In this 
study, the origin of soft element of TQM practices and cost leadership strategy has 
contributed to understand how they are related to domain improvement of international 
project management (IIPM), individually and collectively. 

 
TOTAL QUALITY MANAGEMENT (TQM) PRACTICE 
According to Kaynak (2003) total quality management is introduced as a management 
philosophy which contributes to continuous organizational performance. The study conducted 
by Harrington et al. (2012) investigated elements consist the TQM domain in measurement. 
Although largely similar TQM elements is included as the input and different operational 
performance measures as the output of various related studies, mixed successful outcomes are 
reported. Since the start of the Malcolm Baldrige National Quality Award (MBNQA) 
framework in 1995, number of researchers dispute on seven elements include TQM practices 
based on the MBNQA framework of TQM literature: customer focus, planning and strategy, 
analysis and information, leadership, business performance, process management, and people 
management. Samson and Terziovski (1999) conducted a practical study to determine TQM 
practices’ elements which have strongly link to operational success. Therefore, these 
elements of TQM practices can be more investigated from four perspectives: “top 
management commitment and leadership”, “employee relations”, “supplier/customer 
relations”, and “process/product management” (Jung & Wang, 2006). As starting point, this 
research uses classification of Black and Porter (1996), and Saraph et al. (1989). Moreover, 
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according to current literature reviews, this study applies soft elements of TQM framework 
(or “HR-based” measures).  
 
Top Management Commitment and Leadership 
The quality pioneers researchers (Deming, 1986; Juran, 1986) pointed “top management 
commitment and leadership” as the foremost dominant TQM element, influences and drives 
other TQM elements of the firm (Kaynak, 2003).Top management must be straight and 
sincere about why TQM practice is essential for the firm and has to attract the “trust and 
respect” of the personnel before and during the execution of process.An absolute priority for 
adjustment of organizational culture before applying TQM practice is top management’s 
commitment to quality that will reflect in strategy of organization (Antony & Leung, 2002; 
Kaynak, 2003).The unity of objective as well as changing learning process and process 
management can be facilitate by top management (Golhar & Ahire, 1996). Moreover, one 
part of the firm’s strategy is TQM which reflects firm’s mission and maintains future 
strategies in direction with the chosen long- and short-term objectives (Juran, 1986). “Top 
management commitment and leadership” element can be highlighted as the HR-based (soft 
side) of the TQM framework. 
 
Employee Relations 
Employees should be clearly and sufficiently explained and trained regarding the advantages 
of total quality management techniques to effectively and efficiently participate in quality 
management program (Golhar & Ahire, 1996; Kaynak, 2003). Management is responsible for 
the comprehensive training program of an organization so that employees are equipped with 
the appropriate skill (Kaynak, 2003). Employee relations like empowerment in proper 
recognition, quality-based motivation procedures, teamwork evaluation, compensation, 
decision making, and, increase operational firm’s performance (Boss, 1999). Employee 
contentment and satisfaction in terms of compensation and benefit, along with better team-
based work, may result in better performance (Juran, 1986; Kaynak, 2003). Involving and 
empowering all employees is essential for continuous improvement of the organization; since 
employees will motivate to work harder, and hence lead to more participation toward change 
process (Flynn, Schroeder, & Sakakibara, 1994; Kaynak, 2003). As employee involvement 
and empowerment is motivated, quality-based encouragement procedures and open and clear 
communication of firm’s competitive strategy can facilitate the process (Golhar & Ahire, 
1996; Kaynak, 2003). “Employee relations” is another factor of the HR-based (soft side) in 
the TQM framework. 

 
COST LEADERSHIP STRATEGY 

Cost leadership strategy is featured instrumental direction toward discriminating the firm’s 
strategies with greater performance from strategies with lower performance (Murray, 1988). 
However, cost leadership strategy is utilized to maximize operational performance (Murray, 
1988; Kim & Mauborgne, 2004). Dess et al. (1997) suggested branding, product innovation, 
and advertising as operational activities to attain lowest unit cost. However, Dess et al. (1997) 
recommended operational activities comprising high risks to minimize the sake of unit cost. 
Cost leadership strategy creates competitive advantage by cutting operational cost (Porter M. 
E., 1980). Furthermore, Porter (1980) proposed structured responsibilities and reported cost 
controls as methodologies of classical operational improvement to apply cost leadership 
strategy.  
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IMPROVEMENT OF INTERNATIONAL PROJECT MANAGEMENT (IIPM) 

Project management originated by the US military organizations and systems has been 
applied as a distinct management discipline to deal with military contracts for several decades 
(Jung & Wang, 2006). An intensively numerous studies have conducted by practitioners and 
academicians on how different management factors influence success of project management. 
Oprime and Pimenta (2011) highlighted how the final project success is influenced by 
various levels of formality and flexible control methods applied during project 
implementation phase (Swartling & Olausson, 2011). An increasing number of firms are 
utilizing project management as part of their efforts in management practice. The usual 
purpose of project management is to apply the project within a targeted schedule, budget, and 
performance. In brief, it controls and evaluates project implementation within targeted 
budget, time, along with meeting performance. According to Belout and Gauvreau’s (2004), 
multiple elements including top management support, life cycle stage of business scope, and 
firm’s structure affect the total entity of project management success. Moreover, employee 
factors play a marginal and insignificant role in the success of project management (Pinto & 
Prescott, 1988). Swartling and Olausson (2011) also pointed out the challenge of choosing 
factors which create value to the business during project management process. Since the 
current trend of increasing number of international project, executing and controlling 
improvement in project management is a critical factor for enhancing the performance of 
international project management (Belout & Gauvreau, 2004). Generally, IIPM’s role is to 
make improvement toward performance of project management (such as cost, schedule, and 
customer satisfaction), team-based work and processes (external and internal), maturity (i.e. 
competitiveness and competency). Furthermore, since firms become more mature in project 
management, making improvement to project management has to recognize as a new 
direction leads to improved outcomes. However, IIPM, as a main factor to measure 
performance of international project management, has not caught appropriate attention of 
practitioners and researchers (Jung & Wang, 2006). 
 

RESEARCH HYPOTHESIS 

This study argues the mediating effect of soft elements of TQM practice on cost leadership 
strategy, and IIPM. One aspect of competitive strategy that operational structure of a firm is 
determined by that and results in organizational performance is cost leadership strategy 
(Miles & Snow, 1978). Jung and Wang (2009) have investigated the influence of cost 
leadership strategy on both hard and soft elements of TQM practice. Among all factors of 
TQM practice discussed in the Jung and Wang’s paper (2009) two elements of HR-based has 
been chosen. Consequently, the authors proposed the following hypothesis to extend the 
understanding of the effect of cost leadership strategy on soft elements of TQM.   
 

Hypothesis1.Cost leadership strategy has positive impact on TQM practice’s soft 
elements. 

H1a.Cost leadership strategy has positive impact on top management 
commitment and leadership. 
H1b.Cost leadership strategy has positive impact on employee relation. 

 
Based on the study have been conducted by Jung and Wang (2006) shows that soft elements 
of TQM have significant influence on improvement of international project management. 
Some researchers (Samson & Terziovski, 1999) pointed that organizational performance is 
influence more by soft element of TQM compared to hard elements. Thus, to investigate the 
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relationship of these two independent variables of TQM practice, and IIPM, the authors 
proposed the following hypotheses: 

H2.TQM practice’s soft elements have positive impact on IIPM. 
Moreover, the well-known pioneer researchers ( (Deming, 1986; Juran, 1986; Kaynak, 2003) 
in quality have mentioned the dominant effect of top management commitment and 
leadership that drives other TQM elements. Accordingly, we propose: 

H3: Top management commitment and leadership has a stronger influence on IIPM 
that employee relation does. 

 
A contingency model is illustrated in figure 1 according to the proposed two hypotheses.  
 

(“Figure 1 goes about here”) 
 

METHODOLOGY 

Instrument 
The authors applied the competitive strategy scale from Miller (1986), the MBNQA criteria 
of soft TQM element from Jung and Wang (2009), and project management performance 
aspects from Kendra and Taplin (2004). Providing lowest cost, price-cutting, and the system 
for controlling cost are the items which are contained in the “cost leadership” scale. The 
TQM scale in the questionnaire covers only “HR-based” related elements. The CIIPM scale 
consists of project maturity, performance, teamwork, and process. The items are tabulated in 
table 1. In this study, the authors conducted a pilot test through distributing the survey 
questionnaire that was utilized as a data collection method. The questionnaire was sent for 
respondents through email or the author collected the responds by meeting with managerial 
employees. 

 
(“Table 1 goes about here”) 

 
Sample 
A list of companies which are engaged in international projects or have some international 
managers were assembled from Bursa Malaysia, the annual report of companies, as well as 
according to introduction of those previous respondent project managers. Accordingly, from 
mid to senior managerial employees who to some extent have experience in international 
project management regardless of cultural issue who work in project in Malaysia and 
implement TQM practices to some levels, were the target sample population of this research. 
The questionnaire were sent to 150 randomly selected managerial employees including mid 
to senior, along with a short clarification of the study and a request for academic research 
cooperation. However, it has been tried to collect the data from participants in order to obtain 
richer contextual information. However, the data collected from 35 managers of companies 
who were engaged in TQM practice and project management in variant levels in order to 
validate the theoretical framework, means 23.33 percent response rate within three weeks. 
 
About 63 percent of the respondents were male, and 37 percent were female. In terms of 
demographic, 17 percent of respondents were less than 30 years old, 46 percent placed in the 
range of 31-40, 29 percent between 41 and 50, and 9 percent over 50. However, there was 
only one person who was over 61 among total respondents. The project manager title 
accounts for the majority of respondent by 46 percent, followed by 20 percent for quality 
manager. General and senior manager contribute 17 percent of total respondents for each. 60 
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percent of respondents have implemented TQM for less than three years in the company; 
while 40 percent have implemented TQM practice for more than three years. 
 

CONCLUSION REMARKS, LIMITATION, AND FUTURE WORKS 

This paper brings out the mediating effect of soft elements of TQM practice, cost leadership 
strategy, and improvement area of international project management. According to previous 
literatures, it has been well-recognized that a management methodology such as soft total 
quality management’s elements has been affected by cost leadership strategy. Moreover, at 
the corporate level, firms may not recognize the direct contribution of cost leadership strategy 
on improvement of their IPM performance. Therefore, they need to implement soft elements 
of TQM as a management practice in operational level to improve IPM performance. 
Employee relations factors such as employee satisfaction, training investment, and effective 
communication mechanism facilitate performance improvement of international project 
management. Management leadership and commitment to quality through vision for quality 
performance, and organizational culture are a significant contribution toward achieving IIPM. 
However, in this study two soft elements of TQM variables extracted from the Malcolm 
Baldrige National Quality Award (MBNQA) framework (1995) has used. The multi-
dimensional environments of TQM domain can be surveyed further, although these two 
variables are adequately define soft aspect of the TQM. In addition, only a single variable of 
IPM was utilized to examine performance of project management. However, as future 
practices of international project management and TQM evaluate, additional practices can be 
contributed to the contingency framework. 
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Figure1: Hypothesized Conceptual Framework 
 
 
 
 
 
 
 
 
 
 
Table 1: Construct reliability 
 
Construct  Items  Cronbach Alpha 

Cost leadership strategy  Lowest cost provider 

0.735 Price cut when needed

Company‐wide cost control system

Employee relations  Employee involvement

0.852 

Compensation and recognition 

Open and transparent 
communication 

Training 

Leadership  Top’s commitment to quality

0.912 
Vision and mission 

Short‐term and long‐term goals 

Unity of purpose 

Improvement of international 
project management 

I in project management 
performance 

0.939 I in project management process 

I in project management maturity 

I in project teamwork
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ABSTRACT 

In recent years, Malaysia has witnessed an influx of international students in the local higher 
education institutions with the aggressive support from the Malaysian government to build 
Malaysia as the educational hub within the region. Besides the country level policy, the aim 
of this study is to understand the major drivers that influence international students to choose 
Malaysia and the university as their study destination. 
 
This study is based on used a qualitative approach using face-to-face interviews with fifteen 
international students currently studying in Malaysian universities. The findings found that 
the drivers of student choice are cost of education, significant others and location and 
information sources in marketing communication (online prospectus/brochure, university 
website and online application websites). This study provides some insights into the 
influential drivers for undergraduate and postgraduate students in the Malaysia Higher 
Education context.  
 
Keywords: Decision Making, International Students, Higher Education, Malaysia 
 

INTRODUCTION 

Countries such as the United States (US), United Kingdom (UK), Canada, France and 
Australia has traditionally been strong in attracting international students from all over the 
world to pursue their undergraduate and post graduate studies in their respective colleges and 
universities. Their motivations are mainly to increase the international student population 
within their campuses, having various cultures and backgrounds to enrich the academic 
atmosphere within the classrooms and ultimately provide another source of income for the 
college and university. In the context of  Malaysia, which traditionally sends their local 
students abroad has seen an upcoming trend that international students are coming to 
Malaysia to pursue their tertiary studies. In recent years, Malaysia’s government is 
aggressively pushing Malaysia’s higher education as a regional educational hub and due to 
their persevering efforts, Malaysia was ranked as 11th largest exporter of higher education 
among international students (Global Education Digest UNESCO, 2008).  
In the year 2008, a total number of 50,679 international students enrolled in private 
institutions and further increased to 58,294 international students in 2009. The year 2010 has 
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seen a growth as much as 8% (MOHE, 2010), as shown in Table 1. This further proves 
Malaysia’s higher education is increasingly gaining acceptance worldwide. 
 
*********************************** 
Table 1 goes about here 
*********************************** 
 
With the Higher Education Ministry objective in enrolling 150,000 international students by 
2015 (Bernama, 2010) integrated together with the PHEIs benefits and the overall positive 
impact on Malaysia’s economy, further investigation to how international students go through 
their choice process of selecting which college or university would be invaluable.  
There has been research conducted in regards to the demographics and the numbers of 
international students, but there is little research done that focuses on the major factors 
involved in their motivations of studying in Malaysia’s PHEIs for the undergraduate and post 
graduate level simultaneously. The private institutions can further enhance and improve their 
strategies on enrolling international students if they have a better understanding on the 
university selection process used by these students. This study provides some insights into the 
influential drivers among international students.  
 

THEORETICAL FRAMEWORK 

Hossler and Gallagher model (1987) is the focal point of this study. It isolates and contains 
the college choice process within a manageable three-stage framework (predisposition, 
search, and choice). Predisposition stage is the student’s decision to go to college as a goal in 
life. It is strongly influenced by the student’s ability of continuing their studies at higher 
education as well as the background and encouragement from the student’s family. Search 
stage is the process of learning about specific institutions and their characteristics. Lastly, 
choice stage is when applications are completed and the student chooses a particular 
institution. This study specifically investigates the international student’s choice stage in 
choosing a university in private institutions.  
 
In sum, this study was based on Hossler and Gallagher’s (1987) model, specifically the final 
phase of the selection process, the choice stage that focuses on the drivers of international 
student choice for higher education in Malaysia. 
 

EMPIRICAL STUDIES REVIEW 

Cost of Education 
Cost of education has been the most studied factor in influencing student’s choice of a 
particular university. Cost of education can only be the tuition fees or it can also refer as the 
tuition fees along with the cost of living and lower travel costs in a foreign country. When 
studying in any Malaysia higher education institutions, international students are not allowed 
to work full-time and therefore they need to consider on their living expenses during their 
time of study. Many studies have stated that cost of education is important (Baharun, Awang 
& Padlee, 2011; Wagner & Fard, 2009; Mazzarol & Soutar, 2002; Joseph & Joseph, 1998).   
 
Students in general highly consider the cost of education before deciding on the university 
that they want to study in. This applies in different countries, namely New Zealand (Joseph & 
Joseph, 1998), Indonesia (Joseph & Joseph, 2000), Australia (Mazzarol & Soutar, 2002) and 
Malaysia (Baharun et al., 2011; Wagner & Fard, 2009).  
 



Understanding the Drivers of Student Choice for Higher Education:  
Evidence from Malaysia 

Page 390 of Volume 2 
 

Despite the belief that international students are wealthy, research has shown that cost of 
education is an important factor in choosing their place of study. Dora, Ibrahim, 
Ramachandran, Kasim and Saad (2009) examined the 6 factors of international students on 
choosing Malaysia’s public universities as their study destination and their finding shows that 
one of the main reasons is due to the competitive overall costs of studying in Malaysia.  
 
Significant Others 
There are certain groups of individuals or an individual that may influence prospective 
student’s choice process. Significant others are defined as friends, parents, counselors, other 
students, teachers, university admission officers (Baharun et al., 2011). Many studies found 
that one or more of these significant others are important influential factors in students’ 
choice of university (Kusumawati, Yanamandram, V. & Perera, 2010; Baharun et al., 2011; 
Hassan & Sheriff, 2006; Baharun, 2004; and Mazzarol & Soutar, 2002). However, there is 
little known on the effects of significant others on the choices of international postgraduate 
students. In terms of international students, it is necessary to consider the potential role of 
relatives and education agents as well.  
 
Location 
The geographical location of the private institution within the country or its proximity to 
home and environment of the host country has been found to be an influential factor among 
final year high school students (Joseph & Joseph, 1998), undergraduates (Kusumawati et al., 
2010; Beneke & Human, 2010) and among postgraduates (Poock & Love, 2001) and local 
and international students in Australia (Mazzarol & Soutar, 2002). Many students seriously 
consider universities that are relatively close to their homes (Jackson, 1982). Poock and Love 
(2001) study on doctoral students identified location as most important factor and Beneke and 
Human (2010) has classified location as second most important factor for students in 
deciding the university they want to continue their studies. Environment is more towards the 
study “climate” of the country, which takes into consideration of its physical climate and 
lifestyle (Mazzarol & Soutar, 2002).  
 
International Marketing Communication 
Kotler and Fox (1985) defined education marketing as “The analysis, planning, 
implementation and control of carefully formulated programmes designed to bring about 
voluntary exchanges of values with a target market to achieve organizational objectives”. 
Malaysian government together with PHEIs has aggressively pushed in promoting local 
private higher education in the overseas market with the assumption that international 
students will be well informed consumers in choosing Malaysian and the right PHEI in 
accordance to their programmes of interest. Marketing communication can be viewed broadly 
or specific; it may involve in expensive print (brochure, prospectus, advertisement in foreign 
newspapers and magazines locally and abroad) (Moogan, 2011), technology (Internet, CD-
ROM and university website) (Moogan, 2011; Fernandez, 2010) or through efficient 
communication between prospective student and PHEI (education fairs and email 
communication)(Gomes & Murphy, 2003). 

 

METHOD 

This study used a qualitative approach using face-to-face interviews as the primary data 
gathering technique. The interview research was done over a two-month period in 2011. The 
respondents were identified through the assistance of the selected university’s international 
student association. 15 international students (9 males and 6 females) from undergraduate and 
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postgraduate level were randomly chosen from 3 private higher education were interviewed 
for this study. All 3 universities are strategically located within Klang Valley in Malaysia. 
A structured interview format was developed to have a general guideline of ensuring the 
consistency of information being asked from one interviewee to another, yet at the same time 
it is open-ended that provides the interviewees the freedom to answer in accordance to their 
perspective on what is deemed important for them. The open-ended responses were 
documented in English. It was initially expected that a large number of international students 
(approximately 40 expected interviews) would be willing to participate in this study. 
However, despite numerous attempts through telephone calls and emails, only fifteen 
interviews were conducted. This obstacle may be due to the timing of the interview being 
conducted (at the end of the year, November-December 2011) that most universities have 
their year-end semester breaks and majority of the students have returned home to their 
respective countries.  
 
The respondents were initially asked demographic question which includes personal 
questions about their age, marital status and current academic level. 
Table 2 presents a profile of the respondents. Most of the respondents were between 18 years 
– 35 years of age. Majority of the respondents are single. 60% are currently pursuing their 
undergraduate degree.  
 
*********************************** 
Table 2 goes about here 
*********************************** 
 
The respondents’ response was interpreted from the interview data and sorted into specific 
categories. The data processing involved clustering or coding the respondents’ comments into 
broad themes that were common among the respondents (Miles & Huberman, 1984).  
The research question which gives guidance for this study as below:- 
RQ1: What factors influence international students to choose Malaysia? 
RQ2: What factors makes a difference in choosing one university to the other? 
 

FINDINGS 

Factors Influence International Students to Choose Malaysia 
Respondents were asked to reflect on the initial reasons of choosing Malaysia as their place 
to study in comparison to other neighbouring countries. Majority of the repondents (11 
students) agreed that the cost of education was one of the main reasons of coming to 
Malaysia and continue their studies there, as supported by different researches done by 
Baharun et al. (2011) and Joseph and Joseph (1998). Students can obtain an international 
degree from a foreign branch campus located in Malaysia with a fraction of the cost in 
comparison to study at the main campus in Australia and the UK. They also have the choice 
of a twinning programme (e.g. 3+0 programme) that can be completed locally in Malaysia. 
The foreign exchange rate was also highlighted that it is an important element that was 
considered by their parents when choosing their studies destination because it not only affects 
the payment of the tuition fees but also their living expenses, as one repondent explained:  
“Whenever the currency rate increases or decreases, it affects my living expenditure; one 
month I can spend more on food [eating out], then the other month I need to buy more tin 
food. It is frustrating sometimes.”  
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Interestingly, 4 out of 6 female respondents were highly influenced by the recommendations 
of their parents and relatives of continuing their studies in Malaysia. Their relatives who have 
both visited and stayed in Malaysia gave positive feedback that gave some sort of trust to 
their parents of allowing them to go overseas.  3 of the female respondents’ relatives were 
staying in Kuala Lumpur which means that they are not alone in a foreign country during 
their studies duration. As for the male respondents, 7 of them stated that their friends as well 
as their cousins influenced them to consider studying in Malaysia due to the freedom that 
they have in Malaysia. The remainder 4 respondents were encouraged by education agents to 
pursue their undergraduate and postgraduate degree in Malaysia. 
 
The geographic location of Malaysia was also heavily considered due to the geographical 
proximity to their home countries. Majority of the respondents who are both single and 
married expressed the importance of being near home. Majority of the respondents who are 
single prefer to be near home because of the cheaper air travel between Malaysia and their 
home country. Besides that, their parents usually fly to Malaysia once a year and prefer to 
have shorter flight hours. The respondents who are married would like to travel more than 
once a year to their home countries to visit their elderly parents.  
 
Factors That Makes a Difference in Choosing One University to The Other 
In this study, the respondents were asked what makes the university that they have chosen 
different in comparison to other universities in Malaysia. The respondents explained that the 
university’s online prospectus and specific course’s brochures which are readily available 
online 24 hours a day makes a difference from one institution to another. Twelve respondents 
downloaded the online documents and went through it together with their parents/family to 
have a better overview of not only the university, but the course that they want to pursue. 
This greatly gave an added advantage to the university without having their prospective 
international students to wait for the delayed response through email due to different time 
zones.  
 
Another factor was the Internet that the respondents used to visit the university’s websites 
and read information related to the university in the form of blogs, forum and Facebook 
pages. The respondents believed that the more information the university website has, the 
more credible the university is. The high reliance of university websites as a source of 
information has been found in both local and overseas universities (Moogan, 2011; 
Fernandez, 2010). The layout of the university website is also important, as agreed by a 
female respondent:  
“I was surfing on most of the university websites, and when I saw a website that looks too 
simple and no updates were done on it, I immediately closed it and looked at the other 
university’s website. A university website should always be nice to look at and always filled 
with the latest events that is happening within the campus.”  
 
Besides that, the respondents applied to the universities that have an easy application process; 
ten of the respondents applied through the university online application website and uploaded 
all of their academic certificates and transcripts virtually. They were immediately given a 
confirmation that their application is received by the university and they will be informed on 
their application status within a week’s time. This greatly reduces the time and effort of 
having to courier the application form and academic transcripts without knowing whether the 
university has received the documents.  
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CONCLUSION 

This study highlight that there is a growing number of international students who are 
pursuing their studies in Malaysia’s higher education but there is a lack of research done on 
exploring the drivers of student choice for both levels of education (undergraduate and 
postgraduate). The findings provide some insights on the influential drivers as well as the 
advantages of their universities in comparison to other institutions. The private institutions 
can apply some of the advantages such as the implementation of online application website 
and adding more online materials for the benefit of prospective international students. 
Understanding of the drivers can further assist private institutions to increase and different 
cultures and backgrounds within their campus community.  
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Table 1 : Enrolment of International Students in PHEI, 2008-2010 
Year 2008 2009 2010 
Enrolment of International Students in 
Private Higher Education Institutions 

50,679 58,294 62,705 

% increase from previous year 15% 8% 
Source : Ministry of Higher Education (MOHE) (2010) 
 
 
Table 2: Profile of the respondents 
Age 
Between 18 and 21 8 
Between 22 and 30 5 
Between 30 and 40 2 
Gender 
Male 9 
Female 6 
Marital Status 
Single 11 
Married 4 
Current Academic Level 
Undergraduate 9 
Postgraduate: 
Masters 5 
PhD 1 
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Abstract 

The importance of standardization is growing, and there is a need for education for 
standardization. In fact, educations for standardization were recognized at many levels. 
Therefore, teaching standardization became an essential component of higher education. 
Moreover, higher education plays a central role in pursuit of economic growth and national 
development. This paper aims to address how Universiti Utara Malaysia or Northern 
University of Malaysia (UUM) experience in teaching standardization, particularly for 
Quality Management System (QMS) course. This course is offered to undergraduate students 
at School of Technology Management and Logistics (STML), UUM. The main objective of 
this course is to understand the major aspects of Quality Management System (QMS), 
including the basic requirements of the QMS, issues relating to QMS and how to prepare 
QMS documents. To enhance the quality of the class, Problem-based Learning (PBL) had 
been applied. In practicing the PBL, several steps are followed. First, the students were 
briefly explained how the PBL will be applied. Next, students were grouped into several 
different companies. Then, they were issued with two entry documents to instruct the 
students what they should do.  Towards the end of the class, the students required to prepare 
several major documents. Finally, students were asked to perform the documentation audit in 
order to check and verify the documents. Students finished five assignments - Gantt charts, 
quality policy, quality manual, quality procedure and working instruction. At the completion 
of the PBL, each group was awarded a grade. Through the PBL approach, student 
performance is between 85% to 98% mark. At the end of the class, the students were asked to 
evaluate the effectiveness of PBL approach. A total of 59 students for semester A112 
involved in this study. The results indicated that, students were very satisfied with the PBL 
teaching method. The study also highlighted that PBL is more strength compares to 
weakness. In summary, PBL proved as an effective method in the teaching-learning process 
for the QMS course. 
 
Key Words : Education for Standardization, ISO 9000,  Problem-based Learning, PBL, 
Quality Management System.  
 

Introduction 

Universiti Utara Malaysia (UUM) was established on 16th of February 1984. The campus is 
situated in Sintok, 48 km to the north of Alor Setar and 10 km to the east of Changlun. The 
primary objective for the setting up of this sixth public university is to train and produce the 
much needed pool of professionals in the areas of business and management at the local and 
international markets. UUM comprises of 13 faculties were streamlined and restructured to 
become three main colleges, namely the UUM College of Arts and Sciences (UUM CAS), 
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the UUM College of Business (UUM COB), and the UUM College of Law, Government and 
International Studies (UUM COLGIS). School of Technology Management and Logistic 
(STML) is one of the schools under the COB. STML was established on 1st of July 2011. It 
offers three honours undergraduate programs, six postgraduate programs and one 
postdoctoral program. The faculty philosophy, vision and mission are being consistently 
positive towards the education quality. 
 
Registered students under STML come from diverse backgrounds which are bringing with 
them diverse learning preferences and life experiences. Thus, in the process of designing 
teaching and learning strategies, the lecturers need to consider the diversity of the student 
population to ensure meeting their needs. On the other hand, in the process of imparting the 
knowledge, the lecturers and students are constantly facing various kinds of issues and 
challenges. For students, the major issue is to thoroughly understand the course contents and 
how to apply in their real life. Meanwhile, for the lecturers, the critical issue is how to make 
students understand and able to apply the knowledge. These issues and challenges require 
either immediate as well as long term solutions. Therefore, an inclusive teaching method 
should be designed to be accessible to all the students. The lecturer should teach intensively, 
effectively and to think critically.  
 
Education Philosophy 
Moreover, the process of designing and teaching strategies should be complied and supported 
the National Education Philosophy (Falsafah Pendidikan Negara) for Malaysia. Written in 
1988 and revised in 1996, the statement is: 
 
“Education in Malaysia is an on-going effort towards further developing the potential of 
individuals in a holistic and integrated manner, so as to produce individuals who are 
intellectually, spiritually, emotionally, and physically balanced and harmonious, based on a 
firm belief in and devotion to God. Such an effort is designed to produce Malaysian citizens 
who are knowledgeable and competent, who possess high moral standards, and who are 
responsible and capable of achieving high levels of personal well-being as well as being able 
to contribute to the harmony and betterment of the family, the society, and the nation at 
large.” 
 
At the center of this matter, STML applied the combination of traditional and non-traditional 
teaching method. Selection teaching methods depend largely on the information or skill that 
is being taught, and it may also be influenced by the aptitude and enthusiasm of the students. 
Generally, traditional teaching methods may include class participation, demonstration, 
recitation, memorization, or combinations of these. The lecturer gives a lecture, and the 
students endeavored to take notes. Oppositely, in non-traditional teaching methods it may 
incorporate with television, radio, computer, and other modern devices. Students are involved 
in a group or panel discussion, presentations, debates and speeches; role-playing and, etc. In 
STML, particularly for a Quality Management System (QMS) course, the essential and 
popular method is Problem-based Learning (PBL). 
 
Savin-Baden (2003) claimed that, PBL able to help students to see that learning and life place 
in contexts, contexts that affect the kinds of solutions that are available and possible.  In PBL, 
the teacher or lecturer encourages the students as a problem solver. Given the problem case or 
scenario, the students need to define their own solution. They do independently, self-directed 
study in a group to discuss and refine their acquired knowledge. PBL is able to increase 
knowledge, understanding, communication skills, teamwork, independent responsibility, 
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information sharing, and respect for others. PBL also might be able to contribute to achieve 
cognitive, affective and psychomotor learning outcome. 
 
ISO 9001: Quality Management System   
The Standards Based Management Systems (SBMS) such as ISO 9001, ISO 14001 and 
OHSAS 18001 are considered an essential requirement for successful organizations (Mohd 
Azman, 2012). Some organizations have adopted as a single, and some have attempted to 
integrate the systems. Adherence to SBM will be an antidote to maintain and sustain the 
quality of organizations. Thus, a better understanding is therefore required to develop more 
advocates in SBMS adoption. Better understanding on the basis for adoption and application 
of SBMS will be a strong backbone for students to compete in a global and competitiveness 
environment. 
 
In 2001, World Standards Cooperation (WSC) was established. It was recognized as a turning 
point of education for standardization. The purposes of WSC are to (i) strengthen and 
advance the voluntary consensus-based international standard systems of IEC (International 
Electrotechnical Commission), ISO (International Organization for Standardization) and ITU 
(International Telecommunication Union); (ii) promote the adoption and implementation of 
the international consensus-based standards worldwide; and (iii) resolve any outstanding 
issues regarding cooperation in the technical work of the three organizations. To achieve 
these objectives, WSC works very closely with International Cooperation for Education about 
Standardization (ICES). 
 
IEC, ISO and ITU believe that international standards are an instrument enabling the 
development of a harmonized, stable and globally recognized framework for the 
dissemination and use of technologies, best practices and agreements, which support the 
overall growth of the Information Society. Indeed, their transparent and consensual 
mechanisms, based on the possible contribution of all interested stakeholders, as well as their 
extensive network of national members, represent strong assets for market relevance and 
acceptance, as well as for more equitable development. 
 
Several conferences and workshops had been commenced. In 2011, the workshop has been 
held in Hangzhou, China. Previously similar activity has been held in Geneva for several 
times.  In May 2012, ICES was held in Bali, Indonesia. The aim of ICES is to promote 
education about standardization and improve its quality and attractiveness for all 
stakeholders. It is an annual event and became a network platform for individuals and 
organizations interested in education about standardization. To support this objective, ISO 
also has organized a series of international and regional workshops (Tanaka, Sato, Chiba and 
Iwadare, 2012), (Hesser, 2012). 
 
For ISO 9000, survey from Sabariyah Din, Zahidy Abd Hamid and Bryde (2011), found that 
ISO 9000 certification has a positive moderating effect on the casual relationship between 
Quality Management Practices and Project Success. Katerina (2005) found that previous 
researchers very optimistic if ISO 9001 properly implemented, mainly based on the fact that 
the standards offer a well-structured tool to start with quality, making much easier top 
management’s commitment to it. ISO 9000 benefited in (i) decrease the gap between the 
current quality management environment and offer a shift in focus from the final products to 
the processes that produce these products, (ii) improve internal organization and operation, 
they ensure a more effective and uniform communication throughout the company, (iii) 
increase employees’ awareness of quality issues, (iv) lower quality variations and quality 
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related costs, (v) increase customers’ satisfaction and trust in the company and (vi) encourage 
continuous improvement through regular and imperative quality audits.  
 
Katerina (2005) also found, ISO 9001 contributed to a pessimistic view. It is happened 
because of the organization focus mainly on quick and easy certification, without real 
commitment to quality. Thus, the major hindrances in the way of implementation are such as 
inadequate quality training, inadequate documentation, lack of set procedures, and quality 
awareness. Lack of understanding will reflect to the pessimistic view of ISO 9001. As a 
reconciliation, STML choose to use PBL is the teaching approach. 
 
PBL is a combination, both classroom and non-classroom technique. The students do all the 
researching, organizing, and grading, as well as attend to their usual student responsibilities, 
while lecturer becomes a facilitator. At its heart, PBL has six defining characteristics -  the 
starting point for learning is a problem, the problem is one that students are to apt face in the 
future workplace, subject matter is organized around problems rather than the disciplines, 
students assume a major responsibility for their own instruction and learning, most learning 
occurs within the context of small groups rather than lectures, and the solution to the focal 
problem has an implementation focus that goes beyond problem diagnosis and analysis 
(Bridges & Hallinger, 1993, 1995). 
 
UUM Experiences in Education for Standardization 
ISO/IEC Guide (2004) defined standardization as an activity of establishing, with regard to 
actual or potential problems, provisions for common and repeated use, aimed at the 
achievement of the optimum degree of order in a given context. In particular, the activity 
consists of the processes of formulating, issuing and implementing standards and the 
significant benefits of standardization are improvement of the suitability of products, 
processes and services for their intended purposes, prevention of barriers to trade and 
facilitation of technological cooperation. Standard is a document, established by consensus 
and approved by a recognized body that provides, for common and repeated use, rules, 
guidelines or characteristics for activities or their results, aimed at the achievement of the 
optimum degree of order in a given context. Standards should be based on the consolidated 
results of science, technology and the experience, and aimed at the promotion of optimum 
community benefits. 
 
Upon completion of this course, the students are expected able to: 
 
a. Explain the rationale for and the uses of formal Quality Management System 
(MS:ISO 9000). 
b. Describe the requirement of documentation, which influence the effectiveness of 
organizational QMS. 
c. Demonstrate the usefulness of QMS is forming expectations about organization 
survival and sustainability. 
d. Discuss the impact of QMS as showed by market needs. 
 
The methodology and application of PBL are not uniform (Klegeris and Hurren, 2011). PBL 
may be used either as the mainstay of an entire curriculum or for the delivery of individual 
courses. This course has three major aspects, including globalization and competitiveness, 
quality management system - QMS: ISO 9000 and quality awards. The PBL was applied for 
the second aspect, which is quality management system - ISO 9000. Table 1 below shows the 
structure and activities used in this PBL method. 
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Table 1 :  The Structure of BJMQ 3113 Problem-based Learning Method. 

Structure/activities Details 
Project  
 

Project Title:  MS ISO 9001 Documents Preparation       
Lecturer(s): Che Azlan Taib 
School: School of Technology Management and Logistics           
Course Code and Title: BJMQ 3113 (Quality Management 
System) 
Topic:  ISO 9000 – QMS (11 classes – 3/10 – 14/11) 

Content :  
Quality 
Management 
System : ISO 9000 
 

What is QMS ISO 9000 
Differences between Standard of Quality System and Standard 
of Quality Product 
Evolution of QMS : ISO 9000. 
Concepts of QMS: 9000:2000 
QMS: ISO 9000 and Quality Management Principles 
Process Approach Model 
Clause 4 : Quality Management System 
Clause 5 : Management Responsibility 
Clause 6 : Resource Management 
Clause 7 : Product Realization 
Clause 8 : Measurement, Analysis  and Continuous 
Improvement. 
Quality Audit – Internal and External 
QMS ISO 9000 : Maintaining and Continuous Improvement 

The learning 
outcomes that 
students will learn 
from this project  
 

Students able to define the concepts and techniques in quality 
system. 
Students able to explain the importance of quality system in 
the organization. 
Students able to analyze the business problems by using an 
appropriate quality management system. 
Students able to explain and relate current issues with the 
application of quality management system. 
 

Some important 
skills the student 
will learn 

Team building. 
Good communication. 
Time management. 
Process approach in QMS. 
Decision making. 
 

  
At the initial stage, the students encouraged to explore the overall concepts of ISO 9001. For 
this purpose, the students asked to do a case study. They are given a choice to work in a 
group or work as individual assignment. The case study must be related to ISO 9001 
fundamentals. The length of assignment is seven to seven pages. This process aims to educate 
the student on the MS ISO 9001:2008 awareness. 
 
Next, two ‘entry documents’ have been issued by the lecturer. The first entry demonstrated 
about globalization and its challenges onto their organization. During the process, the 
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students were grouped in several teams. They were required to perform Quality Steering 
Committee and prepare their planning activities, such as Gantt chart. The second entry asked 
the students to prepare ISO 9001:2008 documentation. A one day visit program was occupied 
with a factory tour and discussion related to quality management. 
 
PBL approach carries 35% of total grading assessment. The evaluation is based on final 
output and group presentation. For final output, the students were evaluated according to five 
types of output - Gantt chart – how creative and accurate the information, Quality Policy – 
the students clearly defined and it is realistic, Quality Manual  - comply with QMS ISO 
9001:2000 requirements, Quality Procedures (QP) – also comply with QMS ISO 9001:2000 
requirements, and Work Instructions (WI) – again comply with QMS ISO 9001:2000 
requirements.  The lecturer evaluates the final assessment in two levels. At the first level, the 
lecturer evaluated the final product or documentations (Quality Manual, Quality Procedures, 
and Working Instructions) against the ruberic assessment criteria. Basically, it is according to 
QMS ISO 9001:2008 requirements. Meanwhile for group presentation, it was performed as 
internal quality audit process. The leader or selected member from each group appointed as 
auditors. Among them, one lead auditor had been selected. 
 
Effectiveness of PBL in Teaching Standardization at STML, UUM. 
A total of 59 students entitled in this course from the Bachelor of Operation Management 
(BOM). Out of that, only 51 students were involved in the survey; 23 respondents (45%) are 
Malays, 27 (53%) Chinese and 1 (2%) is others. The majority of respondents are semester 6 
students and most of them have experience in PBL teaching method. The respondents 
demographic are listed in Table 2 below. 
 
Table 2 : Demographic distribution of surveyed students. 
Variable Malay (%) Chinese (%) Others (%) 
Course  
Bachelor of Operation Management 

 
23 (45) 

 
27(53) 

 
1(2) 

Semester 
Semester 4 
Semester 6 

 
1(2) 
22(43) 

 
1(2) 
26(51) 

 
- 
1(2) 

PBL Experience 
First time 
Second time 
NA 

 
17(33) 
3(6) 
3(6) 

 
22(43) 
1(2) 
- 

 
1(2) 
- 
- 

   
Nine factors had been defined in order to measure on how effective the PBL approaches. 
These factors were derived from the previous study. Factor 1 is “stimulates thinking, analysis 
and reasoning” (3 items); factor 2 is “stimulates self-directed learning/utilization of learning-
teaching resources” (3 items); factor 3 pertaining to “leads to studying the intended contents” 
(3 items): factor 4 related to “enhances interest in subject matter” (3 items); factor 5 is 
“relevance to the future profession with realistic context” (3 items); factor 6 about “matches 
the level of prior knowledge” (3 items); factor 7 is “critical appraisal” (5 items); factor 8 is 
“group work” (x items) and factor 9 dealing with “attitudes and communication skills” (4 
factor). 
 
 The study found that the mean score for all dimensions are located above the 4 values. The 
highest mean score is for factor 5 (Relevance to the Future Profession with Realistic Context) 
with the 4.6 score, and the lowest mean score is 4.07 for factor 1 (Stimulates thinking, 
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analysis and reasoning). None of the mean score is below than four. So, it is concluded that 
the PBL approach in the teaching of QMS course was achieved the high level of satisfaction. 
 
Strength versus  Weaknesses of PBL Teaching Method.  
In order to measure the strength and the weaknesses of the PBL, the instrument developed 
provides two open ended questions. Out of 51 respondents, only 30 respondents provided a 
comment on the strength of PBL compares to 14 respondents comments on the weakness. For 
the strength, the researcher was integrated into three main categories. Twenty respondents 
stated that PBL approach is enable them to focus on the problem or they are able to 
emphasize the idea in actual scenario in the real job or able to implement the knowledge or 
ability to improve the level of thinking and able to learn more; meanwhile 7 respondents 
agreed that the PBL provides students to improve learning system or soft skills or 
communication skills, and 3 students indicated that the PBL is enable the student to 
understand deeply the knowledge about standardization. 
 
On the weaknesses, 6 respondents stated that the lack of time or need more sources to solve 
the problem, 6 respondents is related to the students do not know how to use and the others 2 
weaknesses are the PBL unable to develop communication between student and lecturer and 
the PBL is low effectiveness.    
 
Some Improvement Points 
To improve the PBL teaching method, respondents were provided with one open-ended 
question. In the future, the PBL teaching method should take into consideration, (i) the 
lecturer need to do more explanation (4); create more fun teaching environments (4); find 
additional attractive method or more value added (3); apply the PBL to the other subject (2); 
giving more information for students to understand PBL (2); provide more longer in the 
process of PBL (2); company visit to know how to apply the knowledge (2) and use video in 
teaching (1). 
 

Conclusion  

This paper aims to assess the effectiveness of PBL teaching method for Quality Management 
System topic. Overall, the study reports positive outcomes related to study objectives. 
Students were able to demonstrate specific area skills after taking part in PBL. Students who 
registered for this course also benefited from improved critical thinking and problem-solving 
skills.  
 
On the other hand, the credibility of PBL as an effective way of teaching is dependent upon 
several factors. One of the factors is the time management. PBL required a high level of time 
consumer specially for a class with huge number of students.  Hence, this study considered as 
a fair step to evaluate the status of PBL effectiveness in higher education. This is also to 
comply with the intention of higher education in Malaysia which is focusing on Outcome 
Based Evaluation (OBE) in education. 
 
The respondents also suggested that the PBL should be applied to other courses. This study 
indicated that PBL has a positive effect on student content knowledge and the development of 
skills such as communication, critical thinking, problem solving and work independently. 
But, on the other perspective, PBL is challenging for the lecturer to implement. Such factors 
are organizing the time and setting up clear instruction. 
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As a conclusion the results of this study also very useful for further improvement of teaching 
method for standardization and interesting for industries player and academia who are 
interested with the current situation of education standardization. However, since this study 
involved very limited number of respondents, further study should be carried out orrder to 
have a completely inferences on the overall effectiveness of PBL. 
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Abstract 

The present study aims to assess the investment strategies and motivational factors involved 
in corporate investment by small investors of Karnataka state.  A total of 425 respondents 
were randomly selected from cities of Bangalore, Mysore, Mangalore, Gulbarga, Bidar and 
other major cities of Karnataka.  A structured questionnaire developed by the researcher in 
consultation with the expert was employed for eliciting information from small investors.  
The data was collected on various investment strategies adopted by small investors, and 
factors which motivated them to invest in corporate securities. The data collected were 
analysed through chi-square tests using SPSS for windows.  Results revealed that risk and 
returns topped the list, followed by Intrinsic Value /Current Market Price, Timings of 
investment, Cost Price of Shares, and Services of Financial Advisors by small investors. For 
corporate investment by small investors following factors played important role- Quality of 
Management, Track record of the company, Persuasion of intermediaries, Interim Results, 
and Press coverage. 
 

Introduction 

Investing in various kinds of financial assets has become a widespread practice for many 
people either for accumulation of wealth or for meeting their future financial requirements 
with the income generated thereon. Now-a-days a wide range of financial assets are made 
available to people for investment. In the finance area, investment refers solely to the 
acquisition and administration of securities, which saliently includes stocks, bonds and 
debentures and warrants that are usually traded in organized markets. An investment is a 
commitment of funds made in the expectation of some positive rate of return, which will 
commensurate with the risk assumed by an investor. Corporate securities are being chosen by 
the investors as the most profitable investment avenue among the financial assets. Corporate 
securities include different types of securities issued by corporate enterprises to raise funds to 
meet their long term financial requirements. They are becoming increasingly popular forms 
of investment among the household savers for regular return, liquidity and capital 
appreciation. The survey conducted by Dr. L.C. Gupta divulged that nearly three-fourths of 
shareholders belonging to the income class of below Rs.5,000 per month entered the share 
market only after 1980. The reforms initiated in the financial sector and fiscal incentives 
provided by the Government of India attracted the people to invest their savings in corporate 
securities. Speculative knowledge, gambling instinct, greed and credulity of the investing 
public also made them to shift their preference in favour of corporate securities. During the 
last few years a number of new public limited companies were floated and some of the 
existing private limited companies were converted into public limited companies and they 
entered the capital market to take advantage of the widespread enthusiasm of the public for 
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subscription to corporate securities. The existing public limited companies are also 
harnessing the public sentiment by making public and rights issues to meet the financial 
requirements of expansion and diversification of their business .An analysis of   public 
response for public issue made by Reliance Power Ltd revealed   that they were expected to 
raise only 175 crore by way of public issue, but they were able to raise 12,600 crore. The 
public response clearly indicates the extent of population induced in favour of corporate 
securities. 
 
Investors of corporate securities are classified broadly into a) Institutional investors and b) 
Small investors. Small investors of corporate securities are primarily found among the rich 
people. But people belonging to the middle class have also started investing substantial 
amount of their savings in corporate securities.  
 
The concept ‘Small investor’ is not rigidly defined and adopted by various authorities at 
different times. The investment made in securities of a single company was considered in the 
share ownership surveys conducted by the RBI and the market value of the securities dealt on 
a day is considered by the SEBI to determine the small investor. The concept ‘small investor’ 
is to be understood as a relative concept. The SEBI defines a small investor as any investor 
buying or selling securities on a cash transaction for a market value not exceeding Rs. 50,000 
in aggregate on any day shown in a contract note issued by the stock brokers. 
 
Small investors could soon call the shots in India’s equity markets say some analysts, who 
expect up to $32 billion of household savings to have flowed into the market in the 12 
months to March 2008. This could insulate India’s markets from global shocks, much like 
China’s and South Korea’s. This amount is almost double the record $ 17 billion purchases of 
Indian equities by foreign institutional investors (FIIs) this year, till mid-December. Analysts 
say that at the pace at which small money is coming to the market, FII dominance will soon 
end. 
 
According to N.Krishnan, Head, Research at CLSA India Ltd, there will be a significant 
increase in the quantum of India’s household savings that flow to financial assets, partly 
because much of this money is now accounted for, a result of a far more effective tax regime. 
‘When money come from legitimate sources and is accounted in the system, people will try to 
earn returns on that capital (and not hoard it). Investments in assets such as gold will 
decrease,’ he said. 
 
Need and Importance of the Study 
Investing in corporate securities is not as easy as that of investing in any other kind of 
financial assets. Investors are careful in selecting a security out of a variety of corporate 
securities that are offered to them by the corporate sector. The risk-return characteristics of 
the corporate securities and a number of other factors are taken into consideration before they 
take their investment decisions. The investing public differ in their tastes and outlook and 
their investment objectives vary from one to another and may also vary from time to time for 
a given investor. As such, it becomes somewhat complex and complicated to take a right 
investment decision that suits the specific   objectives of an investor. Most of the investors 
are not sharp enough to manage their own investments. Investors who are competent to take 
their investment decisions independently, would depend largely on the information made 
available in prospectus, annual reports, financial periodicals, publications of the Government, 
Stock Exchanges and other institutions. Wealthy Investors take the investment advice from 
the professional investment advisers. But small investors are not rich enough to consult a 
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professional investment adviser, who differs them the benefit of professional management. 
Small investors generally have heard-like approach and they do not act in a rational manner. 
Their decisions to invest in any security are largely depend upon the advice from accessible 
dealers in securities, bankers and investor-friends. Further, their decisions are also be 
influenced by the rumors and market gossip. Occasionally, the rumors may prove to be 
intelligent expectation of events when they are based on the leakages of vital information. 
But in most of the cases the rumors are largely untrue and will be circulated to achieve selfish 
ends of a few persons. The small investors are puzzled frequently by the swings in the market 
prices of corporate securities in general and the unusual price variations in boom and 
depression phases of stock markets in particular. They are not aware of the technicalities 
involved in the purchase and sale of securities. For example, during the 1992 - Securities 
Scam, the scrips of many companies, which were neither profitable nor had any chance to 
recover, registered an unimaginable rise in their market prices. The scrips of old and well 
established companies were in short supply at a heavy demand and were quoted at four or 
five digit figures. The small investors purchased the scrips of sick/low profit earning/newly 
established companies as they became handy and were available relatively at a very low 
price. This irrational behaviour of investors amply explains that they were hasty in their 
decision making and yield to their inborn qualities of greed and gullibility. The small 
investors’ impulse to enter securities markets is very high. The experiences of a few 
successful investors inspire them to strive for quick profits. But they do not have sustenance 
power of the wealthy investors, when the market conditions turn unfavorable. 
 
A number of investors with the objectives extraneous to those of traditional investors are 
entering into the securities markets. They are aiming to make quick profits within a short 
span of time from the changes in market prices of corporate securities. The quick profit made 
on investment in corporate securities by a few investors had contributed to the growth of a 
new and relatively younger group of investors. Such investors are interested more in quick 
speculative gains on trading in securities, rather than in long term participation in corporate 
ownership. The benefits derived by long term investors in the form of dividends or interest, 
rights, bonus etc., were ignored and making speculative profits has become the prime 
objective for many investors. The ethos of investment in corporate securities is drastically 
changing day-by-day. The age-old objectives of investors have undergone transformation into 
making quick profits. The neophytes and lay investors, who would not keep pace with the 
changes in the perspective, ball for the tricks played by unscrupulous promoters, brokers and 
other vested interests. Lack of proper knowledge, education and counseling made the 
majority of investors of today to conceive, nurture and develop a gambling instinct rather 
than to have an intelligent approach towards investment in corporate securities. 
 
In India, the trading in corporate securities is taking place through 22 recognized Stock 
Exchanges which are located in metropolitan cities and big cities. A few unrecognized 
trading floors or satellite exchanges are also providing trading facilities in some cities and 
towns, where recognized Stock Exchanges are not located. Investors approach the member-
brokers of these exchanges to effect their securities deals on behalf of them. The investors in 
far-flung towns cannot approach them directly as it involves transportation and other costs. 
The firms engaged in securities business and sub-brokers in such remote areas are more 
accessible to such investors. Most of them do not accept for execution of the odd lots and 
small marketable lots of securities. Further, the securities which are not traded or thinly 
traded in stock exchanges are also refused to be handled. If anybody gives his consent to do 
so, there would be a greater variation in the bid and offer prices quoted. The brokers handle 
the entire paper-work relating to the securities transitioned for commission. As such, the 
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investors expect better standards of service and observance of business ethics from them. The 
unhealthy practices of certain brokers such as manipulation of security prices, issuing false 
and misleading statements are causing hardships and monetary loss to the innocent investors. 
The frequent closure of stock exchanges due to boycotting the trading by brokers on one or 
the other pretext amply reveals the absence of professionalism in their conduct. The investor   
complaints against the stock-broking community such as, non-execution of orders in time or 
at advised prices, undue delay in payment or effecting the delivery of the securities are 
increasing day-by-day. Excessive speculation and over-trading by some brokers lead them to 
commit default or become bankrupt. In such circumstances, the small, unwary investors were 
always on the receiving end. The Stock Exchanges are supposed to do much to protect  the 
interests of investors , inter alia, by ensuring orderly trading in securities and checking 
excessive speculation. 
 
The government of India has been formulating its industrial and fiscal policies with bias to 
encourage the investing public to favour corporate securities. A number of legal and 
administrative measures have been initiated during the last one decade to regulate the 
securities markets and to ensure investor protection. The interests of investors in corporate 
securities are affected by the actions of promoters, company managements, merchant 
bankers, brokers, sub-brokers and other market players in the securities markets. The 
legislation in India to curb the unfair practices and malpractices by all those concerned with 
the securities markets includes mainly the Companies Act, 1956, the Securities Contracts 
(Regulation) Act, 1956, the Monopolies and Restrictive Trade Practices Act, 1969 and the 
Securities and Exchange Board of India Act, 1992. A number of provisions and rules have 
been prescribed in these acts, to confer various rights on the investors. But certain 
ambiguities and loopholes persisted in the existing legislations are exploited by vested 
interests. Further, the authorities concerned are also lenient to enforce the provisions be times 
when the interests of the   investors are in jeopardy or when a crisis persists in the securities 
markets to the detriment of interests of the investing community. As such, whenever the 
investors are deprived of their rights, there must be adequate and accessible legal means to 
enable them to assert their rights, otherwise, the enforcement of rights will be rendered 
impracticable. 
 
The government of India has been effecting a number of policy changes for the regulation of 
securities markets, trading in securities and the functions of market operators. Incentives are 
offered to the investing public, to promote the habit of investment in corporate securities. 
Investor education is gaining momentum and the need for investor protection is highlighted 
and emphasized by the authorities at almost all the forums concerned. Investors are also 
becoming more and more conscious of their rights and privileges. A number of companies 
are exploiting the enthusiasm of the investing people to invest in corporate securities, by 
making public and rights issues of securities at huge premia. The 1992 securities scam and 
the frequent boom phases of the stock markets helped certain market operators to amass 
wealth at the cost of innocent and unwary investors. A number of investors are receiving a 
raw deal from the company managements and brokers. Consequently, the investor grievances 
are also increasing. 
 
In view of the above developments that are taking place since a decade, it is proposed to 
undertake the research entitled "THE INVESTMENT STRATEGY OF SMALL 
INVESTORS: WITH SPECIAL REFERENCE TO KARNATAKA STATE". The study will 
be an empirical examination of the small investors’ experiences and problems faced by them 
in the process of buying, holding and selling corporate securities. It will also include an 
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enquiry into the investors’ perceptions and preferences and their investment strategies. 
Further, an enquiry will be made into the need and form of protection desired by the small 
investors to safeguard their own rights and interests. 
 
Review of Literature 
There is a vast body of literature by eminent scholars and financial experts on different 
aspects of the capital market. The literature available on capital market mainly deals with 
various aspects such as stock market efficiency, stock pricing, stock valuation and stock 
market operations. This paper presents an overview of the important studies and literature on 
capital market. 
 
Shiller (2000) noticed that stock market is administered by the market information which 
directly affects the decision making process of the investors. Numbers of demographical 
variable were experientially considered such as gender, age and risk tolerance level of 
individuals to analyze the investors’ purchasing behavior. 
 
Booker (2002) analyzed the influencing factors on decisions of those investors who use 
analysts’/financial advisors recommendations to arrive at a short-term decision for holding or 
selling a definite stock. The results highlighted that a strong form of the analyst summary 
recommendation reports, that is, one with additional information supporting the 
analysts’/financial advisors position further, reduces the disposition error for gains and also 
reduces the disposition error for losses. 
 
Naser et al. (2003), while analysing the attitude of small investors keenly found that, 
individual investors ranked the annual report as the second most prefered source of 
information and institutional investor’s place annual reports as the first source of information. 
 
Malmendier and Shanthikumar (2003) Tired to uncover the question like whether the 
small/individual investors are inexperience or not and they noticed during the study that, 
large investors generate abnormal volumes of buyer initiated trades after a positive 
recommendation only if the analyst is unaffiliated. Small traders exert abnormal buy pressure 
after all positive recommendations, including those of affiliated analysts. 
 
Dr. K Santi Swarup (2003) in a paper entitled “Measures for improving common investor 
confidence in Indian primary market a survey”, focused upon the decisions taken by the 
investors whilst investing in primary markets, the study divulged that the sample investors 
found of their own analysis in contrast  to investment advisor . They also believe market price 
as a better indicator than analyst suggestion. The study also identifies factors that are 
affecting primary market situation in India. Issue price, information availability, market price 
after listing and liquidity emerge as important factors. This study proposes that investors need 
to be assured of some return and current level of risk associated with investment in the 
market is very high. They have had bad experience in terms of lower market price after 
listing and high issue price. Accordingly number of measures in terms of regulatory, policy 
level and market oriented were suggested to improve the investor confidence in equity 
primary markets. However, this paper does not concentrate the measures for improving 
investor confidence in secondary market. 
 
C. S. Shylajan and Sushama Marathe (2006) in an article “A study of attitudes and trading 
behaviour of stock market investors”, mark the major factors accountable for determining the 
attitudes and trading behavior of stock market investors. Based on their common investing 
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attitude and behaviour, the stock market investors are classified into two categories i.e. 
aggressive investors and nonaggressive investors. 
 
John Graham and Alok Kumar (2006) in a study entitled “Do dividend clienteles exist? 
Evidence on dividend preferences of retail investors” evaluates portfolio holdings of retail 
investors of older and low income category, this study put forwards that these investors found 
of dividend paying stocks, the study also place on records the trading behaviour of retail 
investors and point-out that the investor trades around dividend events are consistent with 
clientele behaviour. Further, it also points out that old and low income investor exhibits 
abnormal buying behaviour following dividend announcements. 
 

Objectives of the study 

 To analyse the strategies adopted by small investors in investment decisions with 
specific reference to corporate securities in Karnataka. 
 To study the role of various motivational factors in corporate investment. 
 
Hypothesis of the study 
Following hypothesis have been developed for the purpose of this study: 

H1: Small investors adopt varied strategies for corporate investment 
H2: Motivational factors play important role in corporate investment 

 
Type of research 
The present study is a Descriptive and exploratory in nature. 
 
Scope of the study 
Though the financial system of India consists of many avenues within it, as far as the small 
investors are concerned. The present study is limited to the Industrial Securities Market.  
 
The securities market is a major component of the Indian Financial System dominated by 
industrial securities, consisting of two interlinked segments, namely, the primary market, also 
called as the new issue market, and the secondary market or the stock exchange. 
 
The Sources of Data  
The data required for the study was being collected from primary and secondary sources. The 
research work being an empirical study based on the primary data. The information on 
investors’ perceptions, preferences, strategies and problems has been collected through a 
structured questionnaire. The secondary data has also   included the information obtained 
from the records and files of the Bangalore Stock Exchange Limited. 
 
Secondary data   was also used to support the theoretical and statistical background required 
to build up the tempo of the research and the major secondary data has been sourced from the 
Journals, Business Magazines, the Internet, Published Doctoral Theses, Dissertations and 
Business News Papers etc. this was being used for literature support in accomplishing the 
data mining towards completion of the study.  
 

Variables identified AS STRATEGIES and Motivational Factors 

Following strategies have been highlighted for investment by the researcher in consultation 
with the experts in corporate investment: 

1. Comparison of the Intrinsic Value (SV) with its Current Market Price (CMP). 



Investment Strategies and motivational factors among small Investors: 
A Study with Special Reference to Karnataka State 

Page 409 of Volume 2 
 

2. Investment Decision keeping in mind CPS. 
3. Consideration based on beta value 
4. Timings of investment 
5. Availing Services of financial/investment advisor 
6. Assessment of qualities of an advisor 
7. Risk perception on returns  

 
Following motivational factors have been considered for corporate investment by the 
researcher in consultation with the experts: 

1. Persuasion of intermediaries 
2. Advertisement 
3. Market gossip and Rumour 
4. Un-official Premiums 
5. Press Coverage 
6. Interim Results 
7. Future Prospects 
8. Personal Judgement 
9. Promoters Track Record 
10. Quality of Management 

 
Analysis of data 

For the present study chi-square tests were applied to verify the significance of difference of 
response frequencies on various investment strategies and motivational factors using SPSS 
for windows (version 21.0). 
 
Time Span 
The study was conducted to understand the different strategies and perception of individual 
investors in the State of Karnataka and covers a period from January 2012 through December 
2013. 
 

Sample Respondents and Location  

To make the study more appropriate, effective and useful it goes without saying that, the size 
of the sample selected for executing the study should be ideal and should contain all the 
attributes of the population. In a study of this kind involving large population with diverse 
features made the selection of sample bit difficult, but still to make the study more relevant, 
an appropriate method of sampling namely stratified random sampling was used, since this is 
an appropriate method providing the appropriate sample size for the study representing all the 
districts in Karnataka State and to make the study acceptable a sample of around 425 units 
were used{ As per the theory of Krejcie, Robert V. and Daryle W Morgan) which 
stipulates that any sample size selected beyond 384 is having all probability of repeating the 
same behavior/attitude with similar features from across the population. But whilst selecting 
the sample population, instead of 384, 425 samples were being chosen, giving 10 per cent as 
a margin of lapses.} While selecting sample small investors proper representation was given 
to factors like age, income, education, and occupation etc. to make the sample representative 
of the population more apposite. 
 
The present study was executed in Karnataka State covering all the 27 districts; an effort was 
also made to focus on such areas where the density of small investors making investments in 
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corporate securities is more. For instance, areas like Bangalore, Mysore, Mangalore and 
Hubli etc. where the investors are more exposed to stock market activities. 
 

Data Analysis and Interpretation 

The analysis has been presented under 3 sections-general information, investment strategies 
and motivational factors. 
I. GENERAL INFORMATION: 
Table No.1 
Frequency and percent responses for Types of Investment 
Sl.
No. 

Types of Investment Frequency
(only Yes) 

Percent 
(only Yes) 

Chi-square 

 Mutual Funds 108 25.4 X2=137.856;  P=.000 
 Stock or share 136 32.0 X2=55.08;  P=.000 
 GICs 98 23.1 X2=123.391;  P=.000 
 Registered Education Saving 

Plan (RESP) 
-   

 Savings Bonds 43 10.1 X2=270.402;  P=.000 
 Bonds, excluding Savings Bonds 34 8.0 X2=299.88;  P=.000 
 Income Trusts - - - 
 Segregated Funds - - - 
 RRSP - - - 

.  Options - - - 

.  Exchange Traded Funds - - - 

.  Hedge Funds - - - 

.  Others - - - 
 
When the respondents were asked about what kind of investment they have, 32.0% of them 
indicated that they have Stock or share, 25.4% of them possessed mutual funds, 23.1% of 
them were with GICs 10.1% of them had savings bonds and remaining 8.0% of them had  
Bonds, excluding Savings Bonds .  None of them possessed Registered Education Saving 
Plan (RESP), Income Trusts, Segregated Funds, RRSP, Options, Exchange Traded Funds,  
Hedge Funds and others.  Chi-sqaure test revealed a significant difference between these 
groups of frequencies of responses for Mutual Funds (X2=137.856;  P=.000), Stock or share 
(X2=55.08;  P=.000), GICs (X2=123.391;  P=.000), Savings Bonds (X2=270.402;  P=.000) 
and Bonds, excluding Savings Bonds (X2=299.88;  P=.000).  
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Table No.2 
Frequency and percent responses for the Process of Investment 

 
When strategies for making investment decisions were verified, 30.4% of the respondents 
indicated that they ‘Carefully review documents advisor has provided, listened to their 
recommendation and consider  own research’, 25.6% of them indicated ‘Carefully review 
documents  advisor has provided and decided based on these documents and the advisor’s 
verbal recommendation , 15.3% of them indicated ‘Skimmed documents your advisor 
provided and decided based on the advisor’s verbal recommendation’, 14.4% of them 
indicated ‘Decide solely based on  own research, independent of the information  advisor 
provided’, and 10.4% of them revealed that they ‘Decide based on advisor’s verbal 
recommendation only’.  Other strategies contributed only 4.0%.   When chi-square test was 
applied to these groups of frequencies, a significant difference was observed (X2=121.754; 
P=.000). 
 
Table No. 3 
Frequency and percent responses for Sources of Investment Information 
Sl.No. Sources of Investment Frequency Percent Chi-square 

 Friends/Family 111 26.1 X2=412.953;  
P=.000  Financial/Investment 

Advisor/Broker  
129 30.4 

 Prospectus/Offering Documents 
for the Investment 

44 10.4 

 Annual Reports 52 12.2 
 Regulatory Organisations 35 8.2 

Sl.No. Investment Decisions Frequency Percent Chi-square 

 Skimmed documents your 
advisor provided and decided 
based on the advisor’s verbal 
recommendation. 

65 15.3 

X2=121.754;  P=.000 

 Carefully review documents  
advisor has provided and decided 
based on these documents and the 
advisor’s verbal recommendation 

109 25.6 

 Carefully review documents 
advisor has provided, listened to 
their recommendation and 
consider own research. 

129 30.4 

 Decide solely based on own 
research, independent of the 
information advisor provided. 

61 14.4 

 Decide based on advisor’s verbal 
recommendation only. 44 10.4 

 Other, specify 17 4.0 
                                                                       
Total 

425 100 
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Sl.No. Sources of Investment Frequency Percent Chi-square 

 Magazines 12 2.8 
 Newspapers 10 2.4 
 Financial Advice Websites 21 4.9 
 Online Chat Rooms 10 2.4 

.  Other 1 .2 

.  None/Not Stated 111 26.1 
                                                                      Total 425 100 

 
On the whole 30.4% of the respondents used Financial/Investment Advisor/Broker as the 
source of information that you use to guide your investment decisions, 26.1% of them utilized 
friends/family, 12.2% of them utilized Annual Reports, 10.4% of them were relied on 
Prospectus/Offering Documents for the Investment, 8.2% of them depend on Regulatory 
Organisations and very few of them were depending on magazines, newspapers, Financial 
Advice Websites, Online Chat Rooms and other sources.  26.1% of them did not state any 
source of information.  When chi-square test was applied to these groups of frequencies, a 
significant difference was observed (X2=412.953; P=.000). 
 

Hypothesis testing 

II. INVESTMENT STRATEGIES 
 
H1: Small investors adopt varied strategies for corporate investment 
 
STRATEGY 1: Comparison of the Intrinsic Value (IV) with its Current Market Price 
(CMP). 
 
Table No.4 
Frequency and percent responses for ‘Comparison of the Intrinsic Value (IV) with its 
Current Market Price (CMP)’ 
Sl.No. Comparison Frequency Percent Chi-square 
 Very Important 221 52.0  

X2=359.694;
P=.000 

 Somewhat Important 120 28.2 
 Not too Important 52 12.2 
 Not at all Important 27 6.4 
 Refused 5 1.2 
Total 425 100 
 
Majority of the respondents (52.0%), opined very important, for the question ‘How important 
is the comparison of the estimated share value with its current market price?, followed by 
28.2% of them indicated somewhat important, 12.2% of them indicated not too important, 
6.4% of them opined ‘not at all imporatnt’ and very few of them refused to answer (1.2%).  
When chi-square test was applied to these groups of frequencies, a significant difference was 
observed (X2=359.694; P=.000). 
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STRATEGY 2: Investment Decision keeping in mind CPS. 
 
Table No.4 
Frequency and percent response for ‘Investment Decision keeping in mind Cost Price of 
Shares (CPS)’ 

Sl.No. Investment Decision 
keeping in mind CPS 

Frequency Percent Chi-square 

1 Yes 319 75.1 X2=335.355; 
P=.000 2 No 66 15.5 

3 Don’t Know/Not Sure 40 9.4 
Total 425 100 

 
On the whole we find majority of the respondents indicated ‘yes’ for the question ‘Do you 
take an investment decision keeping in mind averaging the Cost Price of Shares?’, followed 
by 15.5% of the respondents indicated ‘no’ and remaining 9.4% of them were not sure Chi-
square test revealed a significant difference between these groups of frequencies of responses 
(X2=335.355; P=.000). 
 
Strategy 3: Consideration based on beta value. 
 
Table No.5 
Frequency and percent responses for Consideration based on beta value 

Sl.No. Consideration of Beta 
Vaue 

Frequency Percent Chi-square 

1 Yes 272 64.0 X2=193.868; 
P=.000 2 No 45 10.6 

3 Don’t Know/Not Sure 108 25.4 
Total 425 100 

 
When the respondents were asked about ‘Do you undertake the investment decision based on 
beta value? ’, a majority of the respondents indicated yes (64.0%), 10.6% of them indicated 
‘no’ and almost one fourth of them were not sure about is (25.4%).  Chi-sqaure test revealed 
a significant difference between these groups of frequencies of responses (X2=193.868;  
P=.000). 
 
Strategy 4: Timings of investment. 
 
Table No.7 
Frequency and percent responses for Timings of Investment 

Sl.No. Preference Frequency Percent Chi-square 

 When share prices are low 340 80.0 X2=705.701; 
P=.000  When share prices are high 10 2.4 

 When share prices are 
stagnant  

66 15.5 

 Cannot say 9 2.1 
                                                          
Total 

425 100 
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Majority of the respondents (80.0%), opined ‘When share prices are low’, for the question 
‘When do you prefer to invest in share?, followed by 15.5% of them indicated ‘When share 
prices are stagnant, 2.4% of them indicated ‘When share prices are high ‘ and remaining 
2.1% of them were not sure. When chi-square test was applied to these groups of frequencies, 
a significant difference was observed (X2=705.701; P=.000) 
 
Strategy 5: Availing services of financial/investment advisor. 
 
Table No.8 
Frequency and percent responses for Availing Services of financial/investment advisor 
Sl.No. Availing services of Financial / 

Investment Advisor 
Frequency Percent Chi-square 

 All/ Most of  the time 151 35.5 X2=137.856;
P=.000  All the time 86 20.2 

 Most of the time 66 15.5 
 Sometimes 52 12.2 
 Occasionally 44 10.4 
 Sometimes 26 6.1 
                                                                     Total 425 100 
 
On the whole we find that 35.5% of the respondents indicated ‘all most of the time’ for the 
question ‘While making investment decisions, how often do you use a financial/investment 
advisor?, followed by 20.2% of the respondents indicated ‘all the time’, 15.5% of them 
opined ‘most of the time’, 12.2% of them indicated ‘sometimes’, 10.4% of them indicated 
‘occasionally’ and remaining 6.1% of the indicated sometimes.  Chi-square test revealed a 
significant difference between these groups of frequencies of responses (X2=137.856; 
P=.000). 
 
Strategy 6: Assessment of qualities of an advisor. 
 
Table No.9 
Frequency and percent responses for   Qualities of Advisors 
Sl.No. Qualities Frequenc

y 
Percen
t 

Chi-
square 

 Training/Education That the re 
registered with a securities regulator 30 7.1 

X2=356.72
9;  P=.000 

 That are registered with a securities 
regulator 

86 20.2 

 Fees they charge 27 6.4 
 Experience 35 8.2 
 Professional Credentials 152 35.8 
 Disciplinary  History 

 44 10.4 

 Job title suggests that they are fairly 
senior in the organisation 10 2.4 

 Referral from Someone 39 9.2 
 Other 2 .5 
Total 425 100 
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When the respondents were asked about most important things they  want to know about the 
advisor, 35.8% of them indicated  Professional Credentials, 20.2% of them indicated  
registration with a securities regulator, 10.4% of them indicated Disciplinary  History, 9.2% 
of them indicated  Referral from Someone and very few of them indicated ‘Fees they charge’, 
‘experience’, and job title etc.  When chi-square test was applied to these groups of 
frequencies, a significant difference was observed (X2=356.729;  P=.000) 
 
Strategy 7: Risk perception on returns.  
Table No. 10 
Frequency and percent responses for Perception on Risk and Return 

Sl.No. Information on Risk and 
Return 

Frequency Percent Chi-square 

 Very important 316 74.4 X2=100.821; 
P=.000  Somewhat important 109 25.6 

 Not important 0 0 
Total 425 100 

 
Majority of the respondents indicated ‘very important’ for the question ‘When making an 
investment, how important is information on risk and return?’, followed by 25.6% of the 
respondents indicated somewhat important and none of them indicated ‘not important’.  Chi-
sqaure test revealed a significant difference between these groups of frequencies of responses 
(X2=100.821; P=.000). 
 
III: Motivational factors. 
 
H2: Motivational factors play important role in corporate investment. 
 
Table No.11 
           Frequency and percent responses for Motivational Factors of Investment 

Sl.No. Inducements First 
Preference 

Second 
Preference 

Third 
Preference 

Chi-sqaure 

 Persuasion of 
intermediaries 

191 (44.9) 129 (30.4) 105 (24.7) X2=27.802;  
P=.000 

 Advertisement 172 (40.5) 152 (35.8) 101 (23.8) X2=18.922;  
P=.000 

 Market gossip and 
Rumour 

108 (25.4) 192 (45.2) 125 (29.4) X2=27.845;  
P=.000 

 Un-official Premiums 43 (10.1) 129 (30.4) 253 (59.5) X2=157.346;  
P=.000 

 Press Coverage 179 (42.1) 192 (45.2) 54 (12.7) X2=81.972;  
P=.000 

 Interim Results 191 (44.9) 173 (40.7) 61 (14.4) X2=70.042;  
P=.000 

 Future Prospects 151 (35.5) 163 (38.4) 111 (26.1) X2=10.466;  
P=.005 

 Personal Judgement 172 (40.5) 137 (32.2) 116 (27.3) X2=11.299;  
P=.004 

 Promoters Track 212 (49.9) 173 (40.7) 40 (9.4) X2=114.809;  
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Record P=.000 
.  Quality of 

Management  
253 (59.5) 152 (35.8) 20 (4.7) X2=192.739;  

P=.000 
 
Quality of management (59.5%), Persuasion of intermediaries (44.9%), and Interim Results 
(44.9%), were the top first preferences for inducement to purchase securities.  Market gossip 
and Rumour (45.2%), press coverage (45.2%) Interim Results/ Promoters Track Record were 
the top 4 second preferences for inducement to purchase securities.  Un-official Premiums 
(59.5%), Market gossip and Rumour (29.4%) and Future Prospects (26.14%) were the 3 top 
third preferences for inducement to purchase securities.  Chi-sqaure tests revealed significant 
differences for the types of inducements for purchase securities for first, second and third 
preferences.    
 
Table No.12 
Summary table for investment strategies and motivational factors 
Strategies Motivational factors 
Strategies Percent Rank Factors Percent Rank

Risk and Return 91 1.0 Quality of Management 59,5 1 
Intrinsic Value /Current 
Market Price 

80 2.5 Track record of the 
company 

49.9 2 

Timings of invest 80 2.5 Persuasion of 
intermediaries 

44.9 3.5 

Cost Price of Shares 75 4 Interim Results 44.9 3.5 
Services of Financial 
Advisors 

71 5 Press coverage 42.1 5 

 
Discussion 

Main findings 
 As far as the investment strategies by small investors are concerned, risk and returns 
topped the list, followed by Intrinsic Value /Current Market Price, Timings of investment, 
Cost Price of Shares, and Services of Financial Advisors. 
 For corporate investment by small investors following factors played important role- 
Quality of Management, Track record of the company, Persuasion of intermediaries, Interim 
Results, and Press coverage. 
 
Both hypotheses 1 and 2 are accepted as we find that the investors do adopt various strategies 
for better outcome of their investment and motivational factors do play an important role in 
investment; as the study clearly revealed that there are differential motivational factors do 
play in judgement of the investor for investment. 
 
An in-depth analysis of the contents also divulged that out of the various strategies adopted 
for taking investment decisions, investors have ranked risk and return as their first preferred 
strategy, wherein they use to analyse the real time risk and returns associated with the 
corporate securities. If the risk accompanied with the security is more, they are reluctant to 
invest in that particular share. The second preferred investment strategies that the investors 
have adopted equally are difference between Intrinsic Value & Current Market Price and 
Timing of Investment. This means, all the investors used to compare the intrinsic value of the 
shares with that of Current Market Price of the share and if the current market price of the 
share is more than that of the intrinsic value, investors are keen on investing in that particular 
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company shares. This picture clearly reveals that the investors are more market driven and 
always follow the market path in their investment decisions. As far as the timing of 
investment is considered in the form of strategic investment, the investors clearly opined that, 
they invest in corporate securities when the share price is low and this component document 
that the investors are more price sensitive and that price influences their investment decisions 
and also they wanted to purchase the same number of securities by paying less. Further, the 
investors ranked Cost Price of Shares and Services of Financial Advisors as the fourth and 
fifth preferred investment strategies at the time of their investment decisions. 
 
Likewise there are varied motivational factors, which force the small investors to purchase 
the corporate securities. Out of the various motivational factors, top five motivational factors 
have been ranked in order of their preference and it was found that the investors are 
motivated maximum by the quality of management. This picture undoubtedly uncovers the 
changing perception of the small investors in Indian context that too after the different scams 
like Satyam Technology and recent addition of Sahara Groups. It is the quality of 
management which matters not anything else, so as to lure the small investors. The second 
motivational factor was track record of a company. If the past performance of the company is 
good, then the investors will go for it.  Otherwise they simply do not opt for it. The other 
motivational factors were persuasion of intermediaries, interim results of a company and 
Press coverage are concerned, they place it third, fourth and fifth motivational factors 
respectively. This shows their level of intelligence and their unwillingness to rely upon the 
external m factors. 
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Corporate Social Responsibility Disclosures in an Emerging Economy: 

Case Study of a Tobacco Company in Sri Lanka 
 

ABSTRACT 

The purpose of this study is to explore, how Corporate Social Responsibility (CSR) is 
undertaken and disclosed with a help of a case study.  We have examined annual reports and 
held several interviews.  Global Reporting Initiatives (GRI) G3 sustainability reporting 
guidelines were used as the benchmark to analyze CSR disclosures. 
 
We find that CSR engagement and disclosures are mainly focused on ‘sustainable 
agriculture’, ‘civic life’ and ‘empowerment’ and it supported stakeholder theory and 
legitimacy theory as its operations are heavily criticized on negative consequences on 
environmental and health grounds.   A prominence was given for CSR in the early stage but 
the reporting was gradually curtailed. As a result, the issuance of separate social report was 
stopped subsequently. The content analysis showed a continuous decrease in the content of 
CSR reporting. CSR score calculated indicate that CTC had paid adequate concern on all 
three aspects of economic, environmental and social aspects with the highest score for social 
aspects.  
 
CSR was disclosed by referring to GRI G3 guidelines it is equivalent to “A” level application 
of GRI G3 with respect to performance indicators. However the reporting format had been 
modified as per the wishes of the company. On the other hand it was observed that the money 
spent on CSR was declining over time but the sustainable agriculture program was 
continuing.  The reasons for reducing resources for CSR engagement and declining CSR 
disclosures are yet to be researched.  
 

INTRODUCTION 

The purpose of this study was to explore the conduct and reporting of CSR by  Ceylon 
Tobacco  Company Plc (CTC) with a view to create a platform for discussion on 
enhancement of CSR disclosures and its usefulness to stakeholders in Sri Lanka. CTC is a 
large company operating in the tobacco industry and has been engaging in CSR for many 
years. However, CTC did not report CSR with a proper structure until it issued the first social 
report in 2001 though it has been engaging in various types of CSR activities throughout its 
history. It is the first company to report CSR in line with GRI in Sri Lanka.  GRI Guidelines 
have become the common sustainability reporting framework around the world, and they are 
regarded as a global benchmark (Slater & Gilbert, 2004). 
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After the issuance of several social reports until 2007/08, the company stopped issuing 
separate reports instead; it started disclosing CSR in the annual report by highlighting 
performance indicators as per GRI G3 guidelines.  
 

RESEARCH PROBLEM AND OBJECTIVES 

Strong theoretical support for CSR has been built on the argument that business organizations 
are bound with social contracts to carry out business operations in a legitimate manner while 
contributing towards the social development (Campbell, Graven, & Shries, 2003). The 
evidence shows that there is an increasing tendency of promoting the CSR reporting around 
the world (Adams & McNicholas, 2007) despite such reporting is not mandatory.  
 
CSR is believed to have potential of winning the support of stakeholders to run the business 
operations (Freeman, 1984). On the other hand, it is argued that the CSR reporting is used as 
an advocacy advertising through which firms try to build and improve the company image as 
a responsible citizen (Milne, 2002).  Since the business of CTC is generally questioned by the 
society mainly on health and environmental concerns, it would be justifiable for CTC to 
engage and report CSR thus wining the support of stakeholders. As an initial attempt, this 
study examined current status of the CSR reporting practices of CTC to provide a basis of 
understanding the extent, content and level of the CSR reporting by assessing the nature and 
the extent of the CSR reporting by CTC.  
 

LITERATURE SURVEY 

Financial reporting has now improved to a level which has already expanded the traditional 
form of emphasizing more on financial information (Gray, Owen, & Maunders, 1983).  As a 
result, CSR reporting has become a major corporate topic (Harte & Owen, 1991). Corporate 
disclosures of CSR information are continuously and tremendously increasing (Bebbington, 
Higgins, & Frame, 2009) despite the fact that it is not a mandatory for firms to do so.  Hence, 
firms are not legally responsible for contributing towards social and environmental 
sustainability, and rather, they are supposed to conduct business operations to maximize 
shareholders wealth (Jensen, 2000).   
 
On the other hand, it could be argued that spending on CSR can be regarded as social 
investment which would enhance the value drivers of a firm (Sen & Swierczek, 2007). 
Therefore CSR is believed to help enhance the performance of organization in the long run in 
a sustainable manner even though it reduces the current year’s profits due to resource 
allocation for CSR. Firms tend to behave in an ethically and socially responsible manner, thus 
assuring the safeguard of the society and environment at large (Tinker & Niemark, 1987)  and 
therefore CSR can be regarded as an obligation of firms  to deliver societal values and 
objectives (Bowen, 1953). 
 
On the other hand it has been found that CSR was potential of increasing the profitability in 
the long run and has some association with sales increase and the value of equity (Zairi & 
Peters, 2002). In addition to the financial performance, the age of firms was also found to 
have positively correlated with CSR (Cochran & Wood, 1984).  
 
CSR definitions mainly include economic, environmental, and social activities that a firm can 
engage in (Deresky, 2000; Epstein & Roy, 2001; Haugh, 2003; Maignan & Ferrell, 2003) and 
CSR has become an institutionalized practice to assure social and environmental 
performances in addition to economic performances (Naylor, 1999; c.f. Douglas, Doris, & 
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Johnson, 2004). The scope of CSR has been broadening over the time and being influenced 
by the nature, complexities and expectations of the society as well (Carnegie, 1900, 
c.f.Dunne, 2009). The broadness of the definition and the scope of CSR make it hard to find a 
solid definition for CSR and to determine its scope and practice (McWilliams & Siegel, 
2001) owing to established contextual differences (Meehan, Meehan, & Richards, 2006). The 
scope of CSR is generally ranging from philanthropic to sustainable development programs 
interwoven with corporate strategies. 
 
From broader perspective, everything that a firm can do for the betterment of the society and 
environment in any form is considered as CSR (Barker, 2009; Sethi, 1975). The definition by 
Gray, Owen, and Maunders (1987) emphasized the importance of CSR engagement as a 
process of communicating the social and environmental outcome of organizations’ economic 
activities and operations to particularly interested parties and to the society at large. Hence, 
both external and internal variables and distinct expectations of stakeholders are likely to 
determine the need, practice and disclosures of CSR (Carroll, 1979). CSR is also viewed as a 
process of aligning organizational values and behaviors with the expectations and needs of 
stakeholders including the society (Network, 2008) in order to gain sustainable development.  
 
Legitimacy theory argues that any business organization has social contracts either implied or 
expressed upon which it holds a responsibility towards the society to carry out its activities in 
a transparent manner while contributing towards social development. Campbell, Graven, and 
Shries (2003) found that CSR disclosures were in line with legitimacy theory. Adams and 
McNicholas (2007) found that most of the senior managers were in the view that the primary 
motive for sustainability reporting was to enhance corporate legitimacy.  
 
Similarly, the stakeholder theory argues that CSR practice would help win the support of 
stakeholders so that managers can run the business operations while managing a network of 
connections among stakeholders (Freeman, 1984). Both legitimacy theory and stakeholder 
theory focus on what companies ought to do in the course of CSR engagement. Many 
research works suggested what the firms are supposed to do in relation to CSR rather than 
exploring what they are really doing (Blum-Kusterer & Hussain, 2001).  
 
On the other hand, political economy theory suggests that corporations tend to carry out CSR 
campaigns in the media to avoid political costs arising in a political economy. Milne (2001) 
argues that it is possible for companies to use CSR disclosures indirectly as advocacy 
advertising. CSR can also be viewed from the institutional theory perspective, and therefore 
CSR is as a well-accepted institution (Dacin, Goodstein, & Scott, 2002) within a given 
context despite the fact that CSR disclosure is not mandatory. 
 

METHODOLOGY 

Annual reports and sustainability reports for the last five years were examined and compared 
with GRI G3 sustainability reporting guidelines.  Interviews were conducted with the officer 
in charge of CSR, manager operations and one staff who involves with preparing 
sustainability reports. In addition, a content analysis and CSR score calculation were done to 
assess the level of CSR reporting.  CSR score computed was based on disclosure categories 
made under each of economic, environmental and social revealed that ‘environmental 
disclosures’ were ‘good’ whereas social and economic disclosure were rated as ‘Average’. 
These classifications were done by referring to GRI G3, Principles of UNGC, MDGs and 
CSR Principles of CERES. 



Corporate Social Responsibility Disclosures in an Emerging Economy: 
Case Study of a Tobacco Company in Sri Lanka 

Page 421 of Volume 2 
 

 
COMPANY BACKGROUND 
The Company started its business in 1906 and was incorporated in 1932. It is a subsidiary of 
British American Tobacco Company (BAT) and manufactures and sells cigarettes and 
smoking tobacco in Sri Lanka and in Maldives. It is the only legal manufacturer of cigarettes 
and tobacco in Sri Lanka. It was listed on CSE in 1954. It has been within the top ten 
companies continuously from the year 1998 at the competition, “The most respected 
corporate citizen” conducted by a leading Sri Lankan magazine called “Business Today”.   
 
CSR Policy and Scope 
The Company has defined its sustainable development as a process of meeting the needs of 
the present generation without compromising the ability of future generations to meet their 
own needs in falling in line with the definition given by Brundtland Commission. The policy 
of CSR has been aligned with the policy of the parent company based on business principles 
of mutual benefit, responsible product stewardship and good corporate conduct with the 
theme of  “bringing the outside in” by listening and responding to stakeholders while 
conducting business operations in an open and transparent manner.  Principles of mutual 
benefits comprise of five core beliefs whereas the aspects responsible product stewardship 
and good corporate conduct cover eight and five core beliefs respectively.  CTC considers 
CSR as a strategic base which is lived by each member of the CTC family.  
 

ANALYSIS 

Sustainable Agriculture 
One of the major CSR programs conducted is “Sustainable Agricultural Development 
Program” (SADP). This project was started in 2005 to support families especially those who 
are living below the poverty line in rural areas by providing agricultural seeds, animal 
husbandry and skills with a view to help alleviate poverty by creating a long-term 
engagement with them for reaching self-sustenance.   
 
SADP assists families to sustain themselves by meeting their daily nutritional needs through 
produce grown in their own home gardens by their own efforts. SADP consist of two phases. 
In the first phase, selected families were educated with basic techniques to reduce cost of 
fertilizer and to maximize existing resources and conservation methods. Limited inputs such 
as vegetable seeds and poultry are provided at the beginning. The scope of the second phase 
includes apiculture, animal husbandry and mushroom cultivation as well. However, it was 
possible only to recruit 6390 families by the end of year 2010 as against the target of 14,000.   
 
CSR Score  
There was a general improvement in the computed CSR score with respect to all the aspects 
of economic, environmental and social over the years. Social aspect obtained the highest 
score which was 3.87 thus indicating its high concern for uplifting the livelihood of people.  
The score for environmental aspects was 3.37. The economic aspects obtained a score of 
3.13.   
 
Economic Value Addition (ECN1), Employee Benefit Plans like EPF pension (ECN2), 
Financial assistance from Government (ECN3), percentage of Spending on Local Suppliers 
(ECN4),  Percentage of senior management from Local community (ECN5) and 
Infrastructure investment for public benefits (ECN6) were considered when computing the 
CSR score for economic aspects.  
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With respect to environmental aspects, variables namely Materials used (ENV1), Percentage 
of materials used which are subject to recycling (ENV2), Energy Consumption (ENV3), 
Water Consumption (ENV4),  Biodiversity (ENV5), Emissions and wastage (ENV6), and 
Environmental Impacts of products were used (ENV7).  
 
Fair Labour Practices (SOC1), Employee Health and Safety (SOC2), Training and 
Development (SOC3), Protecting human rights at work (SOC4), Policy on and conduct 
against corruption (SOC5) and Product responsibility (SOC6) were the variables used to 
measure the CSR score for social aspects. Scores generated for each aspect of economic, 
environmental and social are given in tables 1, 2 and 3 respectively. 
 
Table 1: CSR Score for economic aspects 
Year  ECN1 ECN2 ECN3 ECN4 ECN5 ECN6 Average  
2001 5 4 1 1 2 1 2.33 
2003 5 4 1 1 2 1 2.33 
2005/06 5 4 3 1 3 2 3.00 
2007/08 5 5 5 2 4 3 4.00 
2009 5 5 5 2 4 3 4.00 
              3.13 
 
Table 2: CSR Score for environmental aspects 
Year  ENV1 ENV2 ENV3 ENV4 ENV5 ENV6 ENV7 Average 
2001 3 2 4 3 2 2 3 2.71 
2003 3 2 4 2 2 2 3 2.57 
2005/06 4 4 5 3 3 2 3 3.43 
2007/08 5 3 5 4 4 2 5 4.00 
2009 5 3 5 4 4 3 5 4.14 
                3.37 
 
Table 3: CSR Score for social aspects 
Year  SOC1 SOC2 SOC3 SOC4 SOC5 SOC6 Average 
2001 2 3 3 3 4 3 3.00 
2003 2 3 3 3 4 3 3.00 
2005/06 4 4 4 3 4 4 3.83 
2007/08 4 5 5 5 5 4 4.67 
2009 4 5 5 5 5 5 4.83 
              3.87 
 
Content Analysis  
Significant variations in the reporting structure were seen over time.  The format, number of 
pages, structure and the appearance of the report had changed. However, information on CSR 
reporting cycles and performance indicators were disclosed consistently.  Company profile, 
stakeholder engagement, employee welfare, economic performance, social performance and 
policies were the major areas of disclosures in the Social report. 
 
The space allocated for CSR disclosures was increasing in terms of number of words and 
number of pages from 2005 to 2006 the it started declining.  The lowest number of pages for 
CSR reporting was allocated in the year of 2009 whereas the highest was seen in the very 
first report of 2001. The reduction in number of pages and words were significant in the year 



Corporate Social Responsibility Disclosures in an Emerging Economy: 
Case Study of a Tobacco Company in Sri Lanka 

Page 423 of Volume 2 
 

2009. This is mainly due to the stop of issuing separate social report.  The word count had 
ranged from a maximum of 18,750 worlds to 6,450 during the same period.    
 
Number of images used has significantly changed during the period and it showed that the 
highest number of images was seen in the first report in 2001. Then the number of images has 
gone down to 15 from 39 in the year 2003. The lowest number (9) of images was found in the 
year 2009.  Major disclosure categories did not materially changed from year to year and it 
ranged from 3 to 4.  With respect to awards received, it was noted that no awards had been 
disclosed in the years 2001 and 2009. Most of the rewards disclosed were found to have been 
for reporting purposes and operations as a corporate. It was noted that there was a significant 
decrease in the content of CSR reporting during the period.   
 
Data was found to have been disclosed in tables where possible thus increasing the quality of 
understandability. Content included the disclosure of environmental policy, health and safety 
policy and quality policy. In addition several appendices were also given with a summary of a 
glossary of terms used in the report. One of the unique features of the CSR reporting at CTC 
was the non-disclosure of corporate philanthropy as a part of CSR engagement of the firm.  A 
summary of the content analysis is given in table 4.  
 
Table 4: CSR disclosure content and structure from the year 2005 to 2009-CTC 
Content  2001 2003 2005/06 2007/08 2009 
No. of pages  85 117 72 68 22 
No. of words  18,750 16,628 10,610 9,515 6,450 
No. of images 39 15 45 27 9 
Major disclosure Categories  3 3 4 3 3 
No. of Awards Received 0 5 7 6 0
 
The relative significance of the space used for non-financial information including CSR 
reporting was decreasing over time and it has decreased creased from 76% to 60% during the 
period from 2005 to 2009 despite the fact that number of pages for both financial and non-
financial disclosures have increased over time. A comparison of space allocated for financial 
and non-financial disclosures is given in table 5.  
 
Table 5: Comparison of space allocation between financial and non-financial disclosure 
     
Year Financial NonFinancial 
 No of Pages % No of Pages % 
2001 19 18% 85 82%
2003 18 16% 93 84%
2005/06 19 16% 102 84%
2007/08 20 17% 97 83%
2009 22 22% 78 78%
 
CSR Engagement and Reporting  
GRI G3 sustainability reporting guidelines comprise of “Reporting Principles and 
Guidelines”, and “Standard Disclosures”. There are two sets of principles. The set one 
defines the aspects of materiality, stakeholder inclusiveness, sustainability context and 
completeness of the report. The other set refers to quality aspects of balance reporting, 
comparability, accuracy, timeliness, reliability, and clarity of the report. Guidelines refer to 
the report boundary which explains the range of entities whose performance is covered in the 
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sustainability report. Standard disclosures comprise of ‘Profile Disclosures’, ‘Management 
Approach Disclosures’ and ‘Performance Indicators’. There are three application levels of 
standard disclosures1 specified in GRI G3 guidelines namely A, B and C.  The application 
level C is for the ‘beginners’ and  A is for ‘advanced reporters’ while the level B has been 
assigned for the reporters in between ‘Advanced’ and ‘Beginners’.  Each application level 
can be improved as A+, B+ or C+ if an assurance is obtained from an independent external 
party for the compliance of GRI G3 guidelines.    
 
The Company considered the substance of GR G3 guidelines and principles but has adopted 
its own format for reporting.  Performance indicators disclosed by the Company were found 
to be as explained below.  
 
Direct Economic Value Generated and Distributed (EC12) 
By covering the revenue, operating costs, employee compensation, donations and other 
community investments, retained earnings, and payments to capital providers and 
governments, it showed increasing trends of all value generations except donations and 
money spent for CSR activities.    
 
Defined benefit plan obligations and Spending on Local Suppliers (EC3 and EC6) 
These provided information on the policy, practices, and proportion of spending on locally-
based suppliers and the liabilities for employees’ gratuity and Employee Provident Fund 
contribution for each year. All the indicators were increasing over time.    
 
Labour Practices and Decent Work (LA 4 and LA7) 
Percentage of employees covered by collective bargaining agreements is disclosed and the 
rate of injury, occupational diseases, lost days, and absenteeism, and number of work-related 
fatalities are disclosed under these indicators. Only one third of employees are covered by 
collective bargaining agreement. CTC has been able to  maintained at zero levels of  injures, 
occupational diseases, lost days, and absenteeism, and number of work-related fatalities thus 
showing  high performances.   
 
Training and Education of Employees (LA 10)  
Average training hours of employees has been increasing but with respect to each category 
there were some decreases.  The average training hours of managers has been significantly 
coming down.   
 
Other Social Performance Indicators  
With respect to human rights, society and product responsibility CTC has been disclosing 
excellent performance over the time. All the business units have been analyzed for possible 
risks of corruption and all the employees have been trained on anti-corruption policies of the 
company.  
 
Material Used (EN1) 
CTC disclosed information about both direct and indirect materials used in its business 
operations. The company uses recycled materials obtained from damaged cigarettes despite 
that fact that that percentage accounts less than 5% of total materials used. As per the 
disclosures, there is a general reduction in types of materials used in manufacturing.  
 
Energy Consumption (EN3 and EN4) 
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The main source of energy consumption is the electricity which is used at manufacturing 
plant and office premises. Energy consumption has increased over time mainly due to 
increase in operations. The measures taken to save and economize the energy consumption of 
CTC include optimization of air-conditioning loads by office refurbishment, installation of 
fan coil units in the some buildings and conducting company-wide energy saving awareness 
programs.  Direct and indirect energy consumptions for the year 2010 were 42,571 and 
45,992 Giga Joules.  
 
Water Consumption (EN8, EN10) 
CTC discloses that its water consumption did not affect to any water source since it, uses 
water from government water delivery system. Used water is recycled to some extent and 
treated water is used for watering plants and washing purposes. By the end of year 2010, the 
percentage of water recycling was about 15% of the total water consumption. Mean time it 
was noticed that total water consumptions over the last five years have been gradually 
decreasing.  
 
Bio Diversity (EN11) 
Tobacco industry is heavily criticized for causing deforestation due to cutting of large 
number of tress for curing tobacco and for soil degradation as a result of high use of 
pesticides, fertilizer and herbicides for growing tobacco plants.  Bloch (2008) mentioned that 
about 600 million trees are used annually for this purpose around the world.  
 
CTC decided to grow trees which could provide its own fuel wood requirement and 
subsequently commenced the project in 1981 to grow trees. The government also supported 
this project by providing required lands under a lease agreement and the department of forest 
recommended growing Eucalyptus. In the 1990’s it expanded to an area of 500 hectares and 
was praised by environmental experts as one of the best manmade forests in Sri Lanka. The 
lease term was expired in December 2010 and the Company transferred the land back to the 
government with a completion of a successful project. 
 
By the same time the Company was considering alternative energy sources for curing tobacco 
instead of using fuel wood. As a result, by the year 1997 CTC stopped using fuel wood for 
curing of tobacco and started using paddy husk which was a waste material found in Sri 
Lanka. CTC is the first tobacco company in the word to introduce this method for curing of 
tobacco. The company continued to improve the cultivation of eucalyptus even after it shifted 
to paddy husk. As a result, the Company managed to grow over 6.2 million trees during the 
last decade through the strong farmer network that it has built.   
 
Emissions, Effluents and Waste- EN16, En17, EN18, EN20.EN21, EN22 
It is inevitable that there is a significant greenhouse gas effect of manufacturing processes 
around the world and that brings about big challenges to the biodiversity. The emission of 
Carbon Dioxide (CO2) is one of the major threats. The total direct and indirect CO2 
emissions for the last five year amounted to 4646, 4298, 3875, 4053 and 4316 tons 
respectively.  
 
Initiatives have been taken to recycle and reuse 99% of solid waste materials with a view to 
reduce the impact of greenhouse gas emission. 80% of recycled solid waste is given to 
outsiders to use as an energy source and the rest is used by the company.  However, the 
extent of the impact of greenhouse gas emissions was not quantified and disclosed. 
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Contributions to Government 
On average, 79% of the gross revenue of the Company consists of levies to the government 
except income tax liability. Total levies to the government for the year 2010 amounted to Rs. 
49,902 (US$ 453.6) million. Income tax liability for the same year amounted to Rs. 8,197 
million which accounted for 38% of the profit before taxation. Total tax payment by the 
Company to the government for the year 2010 was about 8% of total tax revenue of the 
government. 
 

CONCLUSION 

CTC has a long history of being involving in CSR activities and the most of CSR 
engagements were related to agriculture, empowerment and environmental protection.  Social 
reports were not issued regularly. The issue of a separate report was stopped in 2008 and then 
CSR reporting was made in the annual report itself.   
 
The reporting format and structure had been modified according as per the wishes of CTC by 
referring to GRI guidelines. GRI G3 guidelines were used as the reference from the year 2007 
immediately after GRI G3 was launched in 2006. However, CTC did not make a self-
declaration on the level of GRI G3 application for sustainability reporting.  The most of 
standard disclosures was not made in the manner prescribed in GRI G3. However, 
performance indicators required for level A application (all the indicators) except two 
additional indicators were disclosed in the last social report made as per GRI G3 guidelines.  
Despite the fact that CTC reported CSR on its own format by referring to globally accepted 
reporting guidelines,  its contribution and dedication for CSR engagement and reporting was 
highly recognized though several awards obtained by CTC in the past.  
 
The focus of reporting was identified in three major areas namely, sustainable agriculture, 
civic life an empowerment. CTC emphasized that the contribution for CSR should be a 
sustainable one and therefore it did not encourage much philanthropic activities.  With 
respect to sustainable agriculture a significant improvements were reported.  In selecting 
CSR, the priority was given for the needs of the society which was determined through a 
comprehensive process of stakeholder dialog. It was noticed that an increasing number of 
stakeholders had been consulted for this purpose.  
 
With respect to the reporting qualities, CTC was bias towards positive impacts thus not a 
single negative impact of the operations of CTC was disclosed despite the fact the business of 
tobacco is criticized on environmental damages and social issues of smoking. On the other 
hand, there were some disclosures which questioned ethical conduct of CTC in relation to 
CSR engagement and reporting. This can be referred to the way CTC has used the pictures of 
new products in the name of CSR reporting. Further it was noticed that there was a 
significant reduction in the content of CSR reporting at present.  
 
Even though there was not strong evidence to say that there is a significant relationship 
between CSR reporting and company performance, it was noticed that CTC was performing 
well throughout the period covered in the study.  There was a steady growth in revenue and 
profitability of CTC over time while engaging CSR. Assets utilization efficiencies were also 
very high except in the case of high inventory holding period which caused to have long cash 
cycle for CTC. More emphasis was given on social and environmental disclosures.  It was 
further evident that, CTC was not subject to any fines thus stressing that it has complied with 
all the legal requirements.  
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All in all it could be said that there was a growing trend in CSR engagement despite the fact 
that the CSR content for the year 2009 was relatively less. As per the third party opinion of  
Bureau Veritas the social report of the Company was a fair representation of social 
accounting and reporting and the Company has had implemented a process in place to 
identify, understand, and manage social issues and to capture, understand and report 
stakeholder views.  
 

REFERENCES 

Abayawardana, S. D. (1995). Pilot Project on the Introduction of Paddy Husk As an 
Alternative to Firewood for the Operation of Bakeries, GLOW (Vol. 24, pp. 8-10). 
Adams, C. A., & McNicholas, P. (2007). Making a difference Sustainability reporting, 
accountability and organisational change. Accounting, Auditing and Accountability Journal, 
20(3), 382-402. 
Barker, M. (2009). Corporate Social Responsibility - What does it mean?   Retrieved 23 
August, 2009, from http://www.mallenbaker.net/csr/definition.php  
Bebbington, J., Higgins, C., & Frame, B. (2009). Initiating sustainable development 
reporting: evidence from New Zealand. Accounting, Auditing & Accountability, 2(4), 588-
625. 
Bloch, M. (2008). The environmental impact of tobacco and smoking.   Retrieved 12 
November, 2010, from http://www.greenlivingtips.com/articles/190/1/Tobaccos-
environmental-impact.html  
Blum-Kusterer, M., & Hussain, S. S. (2001). Innovation and Corporate Sustainability: An 
investigation into the process of change in the pharmaceuticals industry. Business Strategy 
and the Environment, 10(5), 300-316. 
Bowen, H. R. (1953). Social Responsibilities of the Businessman. New York: Harper. 
Campbell, D., Graven, B., & Shries, P. (2003). Voluntary Social Reporting in three FTSE 
sectors: a comment on perception and legitimacy. Accounting, Auditing & Accountability, 
16(4), 558-581. 
Carroll, A. B. (1979). A three-dimensional conceptual model of corporate performance 
academy of management review, 4(4), 497-505. 
Cochran, P. L., & Wood, R. A. (1984). Corporate Social Responsibility and Financial 
Performance The Academy of Management Journal. , 27(1), 42-56. 
Dacin, M. T., Goodstein, J., & Scott, W. R. (2002). Institutional theory and institutional 
change: Introduction to the special research forum. Academy of Management Journal, 45(1), 
45-57. 
Deresky, H. (2000). International Management: Managing Across Boarders and Cultures. , 
(Third Edition ed.). New Jersey: Prentice Hall Inc. 
Douglas, A., Doris, J., & Johnson, B. (2004). Corporate social reporting in Irish financial 
institutions. The TQM Magazine, 16(6), 387-395. 
Dunne, S. (2009). Detention within the Third Dimension: Corporate Social Responsibility, 
Archie Carroll and the Shapes of Things to Come.   Retrieved 15 October 2009, from 
http://www.le.ac.uk/ulmc/research/conf_jan09/pdf/dunne.pdf  
Epstein, M., & Roy, M. (2001). Sustainability in Action: Identifying and Measuring the Key 
Performance Drivers. Long Range Planning, 34(5), 585-604. 
Fonseka, C. (2010). The truth about Ceylon Tobacco Company "generosity" towards the 
country.   Retrieved 12 October, 2010, from 
http://transcurrents.com/tc/2010/02/the_truth_about_ceylon_tobacco.html 



Corporate Social Responsibility Disclosures in an Emerging Economy: 
Case Study of a Tobacco Company in Sri Lanka 

Page 428 of Volume 2 
 

Freeman, R. E. (1984). Strategic Management: A Stakeholder Approach. Massachusetts: 
Pitman Publishing Inc. 
Gray, R., Owen, D., & Maunders, K. (1983). Corporate Social Reporting Emerging Trends in 
Accountability and the Social Culture. Accounting Auditing and Accountability, 1(1), 6-20. 
Gray, R., Owen, D., & Maunders, K. (1987). Corporate Social Reporting, . NJ: Prentice-Hall. 
Harte, G., & Owen, D. (1991). Environmental Disclosure in the Annual Reports of British 
Companies: A Research Note. Accounting, Auditing & Accountability, 4(3), 51-61. 
Haugh, R. (2003). Getting the attention of big pharma. Hospitals & Health Networks, 77(10), 
44-63. 
Jensen, M. C. (2000). Value Maximization, Stakeholder Theory, and the Corporate Objective 
Function,.   Retrieved 10 June, 2008, from 
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=220671&rec=1&srcabs=5566 
Maignan, I., & Ferrell, O. (2003). Nature of Corporate Responsibilities: Perspectives from 
American, French, and German Consumers. Journal of Business Research, 56(1), 55-67. 
McWilliams, A., & Siegel, D. (2001). Corporate Social Responsibility: A Theory of the Firm 
Perspective. Academy of Management Review, 26(1), 117-127. 
Meehan, J., Meehan, K., & Richards, A. (2006). Corporate social responsibility: the 3C-SR 
model. International Journal of Social Economics, 33(5/6), 386-398. 
Milne, M. J. (2001). Positive Accounting Theory, Political Costs and Social Disclosure 
Analyses: A Critical Look. Paper presented at the 2001 BAA Annual Conference.  
Milne, M. J. (2002). Positive Accounting Theory, Political Costs and Social Disclosure 
Analyses: A Critical Look. Critical Perspectives on Accounting, 13(3), 369-395. 
Network, C. (2008). Making CSR a Reality.   Retrieved 10 July, 2009, from 
http://www.csrnetwork.com/default.asp 
Perera, S. C. (2007). Paddy husk – alternative fuel source–Survey.   Retrieved 15 April 2011, 
from http://servesrilanka.blogspot.com/2007/03/paddy-husk-alternative-fuel.html 
Sen, S. K., & Swierczek, F. W. (2007). Social, Environmental and Stakeholder Value 
Drivers: A Case Analysis of US and Asian International Firms. Journal of Human Values, 
13(2), 119-134. 
Sethi, S. (1975). Dimensions of corporate social responsibility’ California Management 
Review, 17(3), 58-64. 
Slater, A., & Gilbert, S. (2004). The Evolution of Business Reporting: Make Room for 
Sustainability Disclosure. Environmental Quality Management Autumn, 41-48. 
Tinker, A., & Niemark, M. (1987). The role of annual reports in gender and class 
contradictions at General Motors1917-1976. Accounting, Organizations and Society, 12(1), 
65-88. 
Tobacco Ingredients. (2010).   Retrieved 4 December 2010, from 
http://www.bat.com/group/sites/uk__3mnfen.nsf/vwPagesWebLive/DO6ZXJRU?opendocum
ent&SKN=1 
Zairi, M., & Peters, J. (2002). The impact of social responsibility on business performance. 
Managerial Auditing, 17(4), 174-178. 
 
Notes 
1It comprises of three categories namely ‘Profile Disclosures’, Management Approach 
Disclosures’ and ‘Performance Indicators’.  The content of each standard disclosure category 
can be found from the GRI G3 guidelines (www.globalreporting.org).  
2The code assigned for the first Economic Indicator as per GRI G3 guidelines. Likewise each 
indicator carries a separate code
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Organization Performance of Higher Education Institution in Palestine  
 

ABSTRACT 

The environment today has become increasingly uncertain for the higher learning institutions, 
execution strategies are very important for any organization in any sector. The success or 
failure of the learning institutions is very much depending on its ability to understand internal 
and external forces. The total respondents for this study were 255 from different groups i.e. 
high, medium and low management levels from the higher educational institutions in 
Palestine. A questionnaire was used as a research instrument and for the data collection. The 
partial least square-Structural equation model PLS-SEM was used in this study to analyze the 
data.  
 
Keywords: Strategy Execution, Organizational Structure, Organizational Structure, 
Performance   
 

INTRODUCTION 

Successful executing strategies are very important and vital for any organization, both in the 
non-profit and profit sectors (Noble, 1999). The first serious discussion leads to the 
conclusion that without proper execution through appropriate methods and mechanisms, 
organizations would not be able to achieve their objectives, mission and vision (Rahimnia, 
Polychronakis, & Sharp, 2009). The global revolution of open markets and the appearance of 
e-commerce have made almost all businesses impossible to escape from hyper competitive 
competition (Charan&Colvin, 1999). Furthermore, the dynamic environment nowadays has 
become increasingly risky for the higher learning institutions, execution strategies 
successfully are very important for any organization in any sector. The success or failure of 
learning institutions is very much dependent on its ability to understand internal and external 
forces. This study was conducted in Palestine, on specific group of respondents’ i.e. top 
management level of the higher educational institutions and the total number of respondents 
was 255. For the research instrument and data collection a questionnaire has been conducted. 
Prior to the study, the instrument were used as a pre-test for reliability and was based on the 
7-point Likert scale continuum, and the partial least square-Structural equation model (PLS-
SEM) was used to analyze the data.  
 
Statement of Problem  
Earlier researches have addressed several aspects of strategy execution dimensions such as 
the Organizational Size and Organizational Structure on organizational performance (Al-
Gamdi, 1998; Al-mishari and Zairi, 1999; Alton and Ikavako, 2002; Okumas, 2001; Raps, 
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2004, Alashloo, et.al, 2005; Hrebiniak, 2006; Delisi, 2006, Rahiminia, et.al, 2009; Cater and 
Pucko, 2010). Although prior studies contributed with valuable information to the body of 
knowledge, however studies which integrate these two variables in one framework are still 
insufficient.  
Over the year, there is growing realization of the significant contribution of strategy 
execution (Mieso, 2010; Malik, 2007; Delisi, 2006; Alashloo et.al, 2005; Johnson, 2002; Al-
Gamdi, 1998). Organizational size (Parnell, 2008; Harrington, 2006) and organizational 
structure(Bahti, 2011; Baily, 2008; Neilson et al., 2008; Hrebiniak, 2008; Higgins, 2006; 
Okumas, 2003, 2001) on performance. Therefore, in order to fill in the research gap, this 
study will investigate the link of organizational size and organizational structure on 
performance of higher educational institutions in Palestine. The current study strengthens 
some previous studies that has been done by several researchers (Wawaru, 2011; Cuter and 
Pucko, 2010; Rahimian, et.al, 2009; Kazmi, 2008; Sedlemayer, 2008; Thorpe and Morgan, 
2007;  Okumas, 2002; Bannen, 2002; Zaggota and Robinson, 2002).  
 
Purpose of Study  
The purpose of this study is to investigate the context of research more holistically from 
strategic management outlook, for the best decision making process, to achieve superior 
performance and best results of strategy execution among higher learning institutions in 
Palestine. Thus, the present study will investigate the use of Organizational Size and 
Organizational Structure as an independent variable on Organizational Performance as a 
dependent variable. This study will also identify the strategy execution type of universities, 
based on their use of dimensions of the strategy execution organizational level in pure form. 
Then, it will examine if specific Organizational Size are associated with Organizational 
Structure and Organizational Performance. Finally, the rational for conducting this study is 
the necessity to investigate the interrelationship between these two variables because there 
were inconclusive findings in previous studies.  
 

THEORETICAL UNDERPINNINGS 

Bertalanffy (1968) when he introduced the general system theory mentioned that each 
element in the system would be interrelated with each other, changing an element would 
cause other elements to change. In this case, the reward system has been studied by many 
researchers and its role accompanied with the Organizational Size and Organizational 
Structure to get high level of Organizational Performance. So, the Organizational Size and 
Organizational Structure will be embedded in the general system theory (Bertalanffy, 1968). 
The contingency theory also embeds both the Organizational Size and Organizational 
Structure because it was studied in a turbulent environment such as in Palestine, and it’s very 
dynamic environment (Lawarence and Lorch, 1967; Burrell, and Morgan, 1979).   
 

LITERATURE REVIEW 

Organizational Size (OS) 
Saunders (2005) describes the organization size as the number of all staff in one organization. 
Small organizations often have more problems when compared to larger organization. Some 
researchers concluded that lack of required and sufficient competent human resources to 
execute strategy will make small organization suffer larger effects (Parnell, 2008; Saunders, 
2005). 
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Organizational Structure (OSS) 
The link between different systems and people in an organization as to ensure effective 
execution strategy is defined by the organizational structure. Noble (1999) observed that 
many studies have been carried out to investigate the associations between structure and 
strategy formulation. However, studies conducted on examining relationship between 
structure and execution strategy are few. The author further shows that structure seems to 
have effect on how strategy is executed. This is buttressed by his claim that “a proper 
strategy-structure alignment is a necessary precursor to the successful execution of new 
business strategies” (Noble, 1999). 
 
Skivington and Daft (1991) analyzed the structural aspect of implementation from the angle 
of modality frame work. This framework consists of structure and systems, and its concept is 
described as thus: “the framework aspect of organization structure includes rules, 
prescriptions of authority, division of labor, and hierarchy of authority” (1991). On the other 
hand, Maas, (2008); Olson, Slater, & Hult, (2005) claimed that organizational structure 
dimensions are decentralization and formalization which could have a significant influence 
on organizational performance.    
 
Organizational Performance 
Many organizations try to develop and adopt a variety of organizational performance 
measurement systems to monitor and drive their improvement of specified results and 
communicate their vision, goals, objectives, measures, aims, and outcomes to human 
resources and component in a coherent fashion. This system is the balance score card BSC 
(Brown, 2010).  
 
The Balance Score card (BSC) is one such tool that provides a mix of financial and non-
financial means to monitor and manage organizational performance. The Balanced Score card 
developed by Kaplan and Norton (1996, 1992) emerged as a method to explicate 
organizational performance, and to have a clear and traceable means to manage it based on 
four perspectives: financial, internal, customer, and learning and growth.  
 
The financial perspective provides a combination of both traditional accounting measures and 
identification of leading financial indicators of future performance. The internal process 
focuses on metrics that reveal internal operating performance. The customer measures often 
focus on satisfaction, loyalty, and profitability to ensure the right customers are receiving the 
right response. The learning and growth perspective focuses on how well learning and 
knowledge are managed and cultivated to support strategic goals (Fuentes, 2008). 
 
The organizational size and organizational performance  
According to studies on strategy execution, many researches focused on organizational size, 
Maas (2008), Parnell (2008), Hrrington (2006), and Saunders (2005) investigated the role of 
organizational size on the strategy execution and its effect on the organizational performance. 
Parnell (2008) found that the organizational size is a success factor in the strategy execution 
process. He recommended studying the organizational size as a critical success factor on the 
organization. In another study Maas (2008) found that the organizational size is one of the 
factors that was recurrent by given the respondents as a success factor improving the strategy 
execution and affect positively on the organizational performance. Harrington (2006) 
recommended in his study to investigate the relation between organizational size (small and 
large) with organizational culture and reward system and their influence on the organizational 
performance.  
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The organizational structure and organizational performance 
Organizational structure was indicated by many studies, and currently the execution research 
asks for extra investigation about the role of organizational structure in the strategy execution 
process. Cater and Pucko (2010) recommended in their article that there was a relationship 
between the good organizational structure and organizational performance in Slovenia, and 
they recommended that further studies should involve it in other sectors such as; in education 
sector. Alashloo, et.al, (2005) in his study on the higher education sector has linked between 
the organizational structure, organizational culture, and reward system and consider them as 
success factors and have a positive impact on the organizational performance. 
 

 
 
 

HYPOTHESIS OF THE STUDY 

H1: There is a relationship between Organizational Size and the Organizational Performance. 
H2: There is a relationship between Organizational Structure and the Organizational 
Performance 
 

METHODOLOGY AND RESEARCH DESIGN 

This study chooses a quantitative cross-sectional survey method. And it is aimed to 
investigate the influence of organizational size and organizational structure and performance 
relationship.  
 
The Sample  
The unit of analysis of this study is organizations (universities). This study will examine the 
higher learning institutions which registered under Ministry of Higher education- Palestine. 
The directory of Ministry of Higher education- Palestine 2012 indicated that currently there 
are 13 higher learning institutions in Gaza. The sample size derived from Krejcie and Morgan 
(1970) table which will be 13 universities. The stratified random sampling technique will be 
used to select the samples. The potential respondents are from universities top management 
officers until the head of departments who are actively involved in the strategy execution 
process and possess adequate knowledge to answer the questionnaire.    
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Research Instrumentation and Measurement  
This study adapted instruments which have been previously tested and validated. 
Organizational size measures consist of four items, organizational structure measures consist 
of 9 items and its adapted from Maas (2008) study. All of the items will be measured through 
seven-point likert scale (1= strongly disagree to 7= strongly agree). Organizational 
performance will be measured through balance score card four perspectives (Kaplan & 
Norton, 2006) all the items of organizational performances measured by 22 items. Seven-
point likert scale will be used to measure the performance (1= extremely disagree to 7= 
extremely agree).  
 
Data Analysis Procedures  
This study will use PLS version 2.00 to analyze the data. First, the data will be screened and 
cleaned though an assessment of missing values, outliers (Mahalanobis distance test) and 
normality (Kolmogorov-Smirnov and Shapiro-Wilk). Cronbach Alpha and composite 
reliability will be used to determine the reliability of the instrumentation. The validity of the 
instrumentation will be measured through face validity, content validity, construct validity, 
convergent validity and discriminative validity. The direct relationship of organizational size, 
organizational structure on organizational performance measured through PLS-SEM.  
 

FINDINGS AND DISCUSSION 

This study employed the Partial Least Squares Structural Equation Modeling (PLS-SEM) and 
assessed the outer measurement model as a prerequisite for the inner structural model 
assessment and hypotheses testing. Specifically, this study established the goodness of the 
outer model related to the constructs of this study namely Organizational Size and 
Organizational Structure (with component Level of centralization and Level of 
Formalization) on the Organizational Performance OP (with components customer 
perspective, learning and growth perspective, internal process and financial perspective). 
Once the construct validity was established, the process examines the quality of the structural 
model. Thus, the results of the hypotheses testing procedures are reported.  
 
The Assessment of the Inner Model and Hypotheses Testing Procedures 
After the goodness of the outer model has been confirmed, the next step was to test the 
hypothesized relationships among the constructs. Using the Smart PLS 2.0, the hypothesized 
model was tested by running the PLS Algorithm. 
 
Table 1: The Results of the Inner Structural Model 

Hypothesis 
Hypothesized 
Path 

Path 
Coefficient

Standard 
Error 

T 
value 

P 
value 

Decision 

H1 OS -> OP 0.152** 0.053 2.893 0.002 Supported 

H2 OSS -> OP 0.024 0.054 0.447 0.327 
Not 
Supported 

*:p<0.1; **:p<0.05; ***:p<0.01 
 
The Findings of the Study 
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This study aimed to analyze the effect of strategy execution organization level dimensions 
(Organizational Size and Organizational Structure) on organizational performance of service 
– based higher education. The framework explored the dimensions of each construct and their 
effect on organizational performance. The proposed constructs were strategy execution level 
factors (Organizational Size, and Organizational Structure). 
 

H1: Measuring the degree of the influence of the Organizational Size on the 
Organizational Performance 

 
Based on the findings of this study, Hypothesis 1 was supported as stated the organizational 
size is has a positive influence on the organizational performance. This finding goes along 
with previous research findings in the literature. It shows the organizational size before in 
Maas’s (2008) study that one of the critical success factors influence the organizational 
success, and according to studies on strategy execution, their focus was on organizational 
size, Parnell (2008), Harrington (2006), and Saunders (2005) investigated the role of 
organizational size as a successful factor to execute the strategy and its effect on the 
organizational performance. Parnell (2008) and Harrington (2006) found that the 
organizational size is a successful factor to the strategy execution process; they met the 
findings of this study that the organizational size has a critical success factor on the 
organization. In another study, Maas (2008) found that the organizational size is one of the 
factors that was recurrent by given the respondents as a success factor improving the strategy 
execution, and affect positively on the organizational performance. Furthermore, it was 
attributed by researches that the organizational size when it is small facing a lot of problems 
one of these problems is to get the competent human resources to execute the strategy 
excellently. Sometimes those competent HR are not provided in the department which 
responsible about the strategy execution. There is a need to replace a staff with other staff 
regarding to their age or illness or any emergent conditions. Large organizations can be found 
in other departments in an organization, and provide them with training for their positions.    
 

H2: Measuring the degree of influence of the Organizational Structure on the 
Organizational Performance 

 
Hypothesis 2 is rejected. It means that the findings of the current study do not support the 
previous research.  There are several possible explanations for this result. The top 
managements in Arab countries are oriented to one-man show, all of the managers in any 
sector like to have all the authority in their hands and the centralization is very high. The 
decentralization can be found but far from decision making. In spite of, Maas (2008) and 
Olson (2005) mentioned in their studies that well-educated staff tends to be more 
decentralized, this finding come with discrepancy may be due to the turbulent or dynamic 
environment there and political circumstances surrounding Palestine. In this case the top 
management has to be very centralized when distribute the authorities and tasks among the 
staff. Due to the authoritarian management there, the staff are not engaged in the formulation 
of study, automatically this will affect the strategy execution efforts, even though this will 
require a close supervision on the staff of the management, because staff will not be willing 
to take initiatives or be responsible for successful strategy execution activities and the 
competent employees will get frustrated. According to what has been mentioned before these 
reasons will affect dramatically on the success of the organizations and this will lead to a 
sequence of decline in the organizational performance. 
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Another possible explanation for this is due to the vagueness and misunderstanding among 
staff during the strategy execution efforts and this is due to the execution activities, 
procedures, and because the responsibilities were not formalized and this will make the 
employees do not know what they can and what they cannot do. 
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Abstract 

Today's era of management and leadership and success of Organizations and institutions 
largely refer to the researches, the main role of management in effectiveness and performance 
of the organization, especially Department of Education is not hidden from anyone. Success 
of Department of Education depends on using capable, desire and expert administrators 
.Basic subject of this article is about A Survey on the Relationship between the behavioral 
Features of Successful schools Administrators and Their Performance in the Abhar 
Department of Education about "Dose Features of Successful schools Administrators effect 
their performance?" Heuristic and inferential statististical methods is used for data analysis. 
According to the result it has been found that some of behavioral characteristics of successful 
schools administrators affect their performance to liner form as planning, Decision making, 
Reward and Communication skills and the other to Non liner form as Entrusting. So selection 
of administrators which have these characters is effective in their performance and lead to the 
improvement of efficiency. 
 
Keywords: Director of Education, Successful schools administrators, behavioral 
characteristics, performance 
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 چکيده 
  و اثربخشي  كارآيي به  ھا تا حدزيادي سازماننھادھا و   موفقيت  نامند چون مي  و رھبري  حاضر را عصر مديريت  زمان

  است  ، توانا و متخصص ، شايسته اليق  مديران  در گرو داشتن  و پرورش  آموزش سازمان  موفقيت.دارد  بستگي  مديريت
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موضوع اصلی در اين مقاله بررسی رابطه بين ويژگی ھای رفتاري مديران موفق مدارس و عملکرد آنھا در اداره 
ھاي رفتاري و عملكرد وپرورش شھرستان ابھر است و به اين مسئله می پردازد كه ئوع رابطه بين ويژگي آموزش

ھای  تحقيق از رگرسيون غير خطي و مديران موفق مدارس چگونه است ؟روش تحقيق اكتشافي است و برای تحليل داده
نشان داد که بين تعدادی از ويژگی ھای رفتاري  برازش توابع و آزمون مشتق دوم استفاده شده است . يافته ھای تحقيق

مديران موفق مدارس مانند پاداش دادن و برنامه ريزي با عملکرد آنھا ھمبستگی قوی و مستقيم از نوع رابطه خطي 
وبين تعدادي ديگر مانند تفويض اختيار ، توانائي تصميم گيري و مھارتھاي ايجاد ارتباط ھمبستگي با رابطه غير خطي 

دارد. پس انتصاب مديرانی که دارای اين ويژگی ھا می باشند در بھبود عملکرد و افزايش کارائی واثر بخشی  وجود
 سازمانی آنھا مؤثر است . 

   مديران آموزشی، مديران موفق مدارس، ويژگی ھای رفتاری، عملکردواژه ھای کليدی : 
  

  مقدمه -1
بارز   ويژگي  و پرورش  آموزش  ھاي نظام  رشد و گسترش

اخير   ھاي در دھه  ويژه امر به  .اين عصر ماست  ھاي جامعه
  مبدل  مھم  اي مسأله به  توسعه رو به  كشورھايدر 
ترديد در گرو  بي  سازماني  كار چنين  . گردش است شده
  و سازماندھي  سنجيده ريزي و برنامه  گذاري ھدف

  حساس  ھا و خدمات فعاليت  بخشي و نتيجه  است  ھوشمندانه
  اثربخش  و مديريت  رھبري  نيز مستلزم  وخطير آن

  . ]9[ است
  نوع  ترين و حساس  از دشوارترين  آموزشي  ديريتم

باشد. در  مي  و دولتي  عمومي ھاي در سازمان  مديريت
  لحاظ نوع به  و پرورشي  آموزشي  ھاي سازمان
و   ، مديريت آن  ي پيچيده  اجرا و اھداف  ھاي ،روش فعاليت
  داده  خود اختصاص به اي ويژه  جايگاه  آموزشي  رھبري
جديد   ھاي بخش  و پيدايش  ديگر توسعه  طرف . از است

  گسترش  باعث  طور عرضي به  آموزشي  درواحدھاي
را   و مادي  انساني  منابع و ھماھنگي  شده  مدارس  سازمان

  . ]13[سازد.  دشوار مي
،  و فرھنگي  اجتماعي  در عصر حاضر بر اثر تحوالت

  دگرگون  و بن  از بيخ  آن و نھادھاي  و پرورش  آموزش
  ھاي نسل  و پرورش  خطير آموزش  و مأموريت  شده

  شده  سپرده  آموزشي  ھاي نظام به  مختلف  ازجھات  نوخاسته
 .  است

  و خطا براي  ھا، آزمايش از شغل  شايد در بسياري
و   با خطرات  ھمراه مسائل  كردن  و تجربه  يادگيري
و   و تربيت  ليمنباشد، اما در تع  جبران  غيرقابل  ھاي زيان

با   ھمراه  و خطايي  ، ھر آزمايش آموزشي مديريت
ناپذير خواھد بود. رشد و  و جبران  بزرگ  ھاي زيان

بارز   ويژگي  و پرورش  آموزش  ھاي نظام  گسترش
  و پرورش  در آموزش  . مديريت عصر ماست  ھاي جامعه

د تنھا شاي شد كه مي  تلقي  اي ساده  نسبت به  در ابتدا وظيفه
  كار بود. از اين  ي تجربه  داشتن  آن  ايفاي  براي  شرط الزم
معموال   مدارس  و مديريت  وپرورش  آموزش  رو اداره

برخوردار بودندو چند   اخالقي  از صالحيت  كه  افرادي به
منظور   عالوه شد به مي  داشتند، سپرده  معلمي  سابقه  سالي

امور و ايجاد   زرسيو با  تفتيش آموزشي  از مديريت
  و كنترل  ، نظارت مقررات  اعمال  از راه  ھماھنگي

  . ]9[بود
  نوع  ترين و حساس  از دشوارترين  آموزشي  مديريت
باشد. در  مي  و دولتي  عمومي ھاي در سازمان  مديريت

  لحاظ نوع به  و پرورشي  آموزشي  ھاي سازمان
و   ، مديريت آن  ي پيچيده  اجرا و اھداف  ھاي ،روش فعاليت
  داده  خود اختصاص به اي ويژه  جايگاه  آموزشي  رھبري
جديد   ھاي بخش  و پيدايش  ديگر توسعه  . از طرف است

  گسترش  باعث  طور عرضي به  آموزشي  درواحدھاي
را   و مادي  انساني  منابع و ھماھنگي  شده  مدارس  سازمان

 سازد. دشوار مي
،  و فرھنگي  اجتماعي  حوالتدر عصر حاضر بر اثر ت

  دگرگون  و بن  از بيخ  آن و نھادھاي  و پرورش  آموزش
  ھاي نسل  و پرورش  خطير آموزش  و مأموريت  شده

  شده  سپرده  آموزشي  ھاي نظام به  مختلف  ازجھات  نوخاسته
  ازحساسيت  آموزشي  نظام  . عملكرد اين است
  اين  و عوامل  افزيرا اھد  برخوردار است  خصوصي به

سو   آنھا از يك  و رسالت  و نقش است  ، انساني سازمان
و مبتكر   خالق  ھاي انسان به  خام  ھاي انسان  تبديل

ديگر   و از سوي  است  و رشد يافته  وصنعتگر، خودآگاه
  ھاي در بخش  جامعه  انساني نيروي  نيازھاي  ي كننده تأمين

  . است  و اقتصادي  ،اجتماعي  فرھنگي
  و مادي  انساني  منابع  ، ھماھنگي مديريت  اساسي  ماھيت
باشد و در  مي  معين  ھاي ھدف حصول  در جھت  سازمان
  سازماني اھداف  در حصول  مدير آموزشي  موفقيت  نتيجه
  مستلزم با افراد انساني  لحاظ سر و كار داشتن به

  كه  است  يا ويژه  و شخصيتي ، اخالقي علمي  ھاي توانايي
در ساير   را از مديريت  آموزشي  مديريت
  . ]13[سازد ھامتمايز مي سازمان

   مسأله  بيان -2
  كه  است  يافته  اھميت  اي درجه به  مديريت  امروزه
اند و  دانسته  را عصرمديريت  بيستم  ، قرن نظران صاحب
در امور با   و ايجاد تحول  اھداف  تحقق  باورند كه  بر اين
. كشور ما نيز  پذير است امكان  و علمي  صحيح مديريت

  براي  كه  ھايي وبرنامه  جغرافيايي  خاص  موقعيت  دليل به
و   مديريت اجرا دارد، به  در دست  آن  و نوسازي  بازسازي
  و پرورش آموزش  ميان  توانمند نياز دارد. در اين مديران

و   رد از اھميتدا بر عھده  كه  و رسالتي  نقش  دليل به
  . ]5[  برخوردار است  اي ويژه  حساسيت
  ، معموال افراد از مسير معلمي آموزشي  ھاي در نظام

  دست  آموزشي  و رھبري  مديريت ھاي و سمت  مناصب به
و   ازمديريت  درستي  رو احتماال مفھوم  يابند و از اين مي

  و رھبري  ھا كار مديريت ندارند. آن  در ذھن  رھبري
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  نگرش  اين  نگرند. گرچه مي  معلمان را از ديدگاه  آموزشي
و  مديريت  . نقش نيست  كافي  ولي  است  و الزم  خوب

  عناصر و عوامل  ي ھمه به  بايد با توجه  آموزشي  رھبري
  است  رو الزم  ايفاشود. از اين  مؤثر در محيط آموزشي

  آموزشي  ھاي مراكز و سازمان  مديريت به  كه  افرادي
ھا و  و نگرش  و معلومات  دانش شوند، به مي گمارده
  . ]9[مجھز باشند  اي ويژه  ھاي مھارت
  و جايگاه  نقش  آموزشي  ما نيز مديريت  آموزشي  در نظام
  شرايط مديريت  . در بھترين است خود را پيدا نكرده  واقعي
  اديافر به آن به  و دواير وابسته  و پرورش  آموزش  سازمان
در   ولي  داشته  معلمي  ي و تجربه  سابقه  شود كه مي  سپرده
  الزم  و مھارت  دانش  آموزشي  ورھبري  مديريت  ي زمينه
  مديريت به كه  افرادي  است  رو الزم  ندارند. از اين  و كافي

و   دانش شوند به مي  گمارده  آموزشي  ھاي مراكز و سازمان
و   مديريت  ھاي ھا و نظريه (انديشه اي حرفه  معلومات
)  (تخصصي  علمي  ) نگرش آموزشي  رھبري
) مجھز  و ادراكي  ، انساني (فني  گانه سه  ھاي ومھارت

  و پرورش  آموزش  نظام ھاي رده  ي باشند تا بتوانند در ھمه
  آموزشي  و رھبري  مديريت  ھاي دار نقش عھده  رسمي
  و پرورش  آموزش  سازمان  ديگر مديران  عبارت شوند،به

و   معلمي  ي برپيشينه  عالوه  وابسته  و ساير نھادھاي
و   ، علوم معارف  ي بايد در حيطه  از آن  ناشي  ھاي تجربه
و   و پرورش  مرتبط با آموزش  ھاي ومھارت  فنون

  رابطه  ببينند. دراين  آموزش  كافي  اندازه به  مديريت
  شرايط و صالحيت  كه  كساني  گويد: مديريت مي  بھرنگي

  باشند، باعث  كرده  را كسب  آموزشي ھاي كار در سازمان
  و ايمني  رضايت  بھبود شرايط كار، افزايش

ھا  تالش  ساختن  از مدير و كار، ھماھنگ  خاطركاركنان
  اھداف  تحقق  موجود جھت و منابع  امكانات به  دھي در شكل
و   كاركنان  ي روحيه  تقويت  و در نتيجه  سازمان
  كاري  و تحرك  ، نوآوري خالقيت  شكوفايي  براي آمادگي
  . ]2[شود مي  كاركنان
  تحولي  : "اگر قرار است شود كه كومبز يادآور مي  فيليپ

و   تحول  پيوندد، اين  وقوع به و تربيت  تعليم ي در عرصه
 آغاز شود.  و پرورش  آموزش  بايد از مديريت  دگرگوني

" ]8[ .  
  كردن  بھتر اداره  چگونگي  در جھت  ھر كوششي

  ، درك اساسي نيازھاي  كشف  ھا مستلزم سازمان
  كاري  مختلف  ھاي گروه  رفتار افراد و واكنش  ھاي انگيزه
  ھايي بايد از محرك  منظور سازمان اين  . براي است

و   كارايي افزايش  آنھا جھت  از بھترين  يكي  كند كه  استفاده
ماھر و   انساني  از نيروي  استفاده  سازمان  بخشياثر

 . ]2[است در امور سازمان  متخصص
  آموزشي  در نھادھاي  مديريت  پست  كه  اين به  با توجه

  خاصي  از حساسيت بر آن  خاطر شرايط حاكم به
  آن  ي توانند از عھده افراد نمي  ي ، ھمه برخوردار است

)  (معلمي  كار آموزشي  ي ربهھا تج برآيند ھرچند اگر سال
  و ھنر و تجربه  محورعلم  بر سه  باشند. مديريت  داشته

  بايد علم  نظر از تجربه صرف  قرار دارد، بنابراين

  خاصي  و مھارت  و از نگرش  راآموخت  مديريت
 . داشت كارا و اثربخش  برخوردار گرديد تا سازماني

  تحقيق  و ضرورت  اھميت -3
،  ترين را از ظريف  مديريت  ھنر و علم  امروزه

دانند و  مي  آدمي كارھاي  و پرثمرترين  دشوارترين
معاصر و   تمدن  مھم  ھاي از شاخص  يكي  عنوان به

مؤثردر  عوامل ازجمله
  كنوني جوامع واقتصادي ،فرھنگي اجتماعي ي شدوتوسعه

  آورند. مي  حساب به
  تا آن  بشري  دانش  اين  و اثربخشي  حاضر اھميت  در قرن
را عصر   بيستم  قرن  نظران صاحب بعضي  كه  است  اندازه

  دانند . مي آگاه  مديران  امروز را دنياي  و دنياي  مديريت
زياد و   از وسعت  در كشور ما كه  مديريت  و نقش  اھميت
  و منابع  مناسب  نسبت به  وھواي  و آب  جغرافيايي  موقعيت

برخوردار   بالقوه  انساني  رويو ني  سرشار طبيعي
  انواع  گردد. از بين مي  احساس  از پيش  بيش است

از   و پرورشي  آموزشي ھاي بر سازمان  ، مديريت مديريت
دارد.   استراتژيك  و نقش  برخوردار است  اي ويژه  اھميت

  و رسالت  وظايف  در ايفاي  ديگر جامعه  ھاي اگرسازمان
  نيابند، نتيجه  موردنظر دست اھداف بهكنند و   خود كوتاھي

سر وكار   با آن  كه  است  يا سازماني  مستقيماعايد گروه  آن
  آن  و مديران  و پرورش  آموزش  دارند. اما اگر سازمان

 -  باشند يا در فرآيند يادگيري كار خود غافل  از ماھيت
درابعاد   كارشان  وجود آورند، حاصل به  اي وقفه  ياددھي

خواھد شد   جامعه  ي متوجه  و اقتصادي  ، اجتماعي خالقيا
  سھم  و انحطاط آن  و يا افت  جامعه ي و در رشد و توسعه

  . ]5[  خواھد داشت  مؤثري
اگر شخص نداند كه مي خواھد به كجا برود، ھر مسيري 

را كه انتخاب بكند به مقصد نخواھد رسيد. از آنجا كه 
ن ھدفھاست، پس بايد اين موجوديت سازمانھا براي تأمي

ھدفھا را تعيين كرد و راھھا يا وسايل تأمين آنھا را 
مشخص ساخت. مدير شخصي است كه چنين نقشي را 

  . ]16[ايفاء مي كند
  آموزشي  ھاي سازمان  براي  شايسته  مديران  با انتخاب

را رشد داد و   موجود در جامعه حرف  تمام  كيفيت  توان مي
و فاقد   ناشايست  مديران  انتخاب  در صورت
  بايد سقوط كيفيت  در مراكز آموزشي  علمي صالحيت
  ي ھمه  و درنتيجه  و پرورش  آموزش  وزارت  آموزشي
نمود   بيني را پيش  موجود در آن  مشاغل  اميو تم  جامعه

]2[ .  
  از سطح  و پرورش  آموزش  در دستگاه  مديريت  بنابراين
در پيشبرد   و حساسي  حياتي  نقش خانه تا وزارت  مدرسه
  دارد و ھيچ  و پرورش  آموزش  اھداف  تحقق
،  شايسته  مديران  داشتن  بدون تواند نمي  آموزشي نظام

، انديشمند و با  ، مدبر،مخلص ، متقي  تعادلدلسوز، م
  . ]7[خود برسد  اھداف به  تجربه

  مباني نظري تحقيق  -4
  رفتار -
رفتار سطح عملکردھای خاص ما می باشد. رفتار  

عالوه بر عملکرد ھا شامل انديشه ھا ھم می شود، زيرا 
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انديشه عملکرد را به وجود می آورد. برای موفقيت در 
د ممکن است الزم باشد رفتار کنونی خود مسير شغلی خو

را تغيير دھيد، مخصوصا اگر رفتار کنونی شما در 
پيشرفت به سوی اھداف مورد نظرتان کمکی نمی کند. 

  . ]12[يادگيری، ايجاد تغيير در رفتار است
  
  آموزشي  مديريت  مفھوم-

  مؤسسات  و پيدايش  آموزشي  ھاي نظام  ي با توسعه
  ھاي سازمان  ي اداره  ي متعدد،مسأله و  بزرگ  آموزشي
  . مدير آموزشي قرار گرفت  مورد توجه  آموزشي

در   وي  و موفقيت  داشته  خطير را بر عھده  ي وظيفه اين
،  تعھد، عالقه  ميزان به بستگي  عظيم  رسالت  اين  انجام

و   و تربيت  تعليم  ي در زمينه  الزم  ھاي و آگاھي  توانايي
 .دارد  موزشيآ مديريت
  ھاي فعاليت  از ھدايت  است  عبارت  آموزشي  مديريت
  مختلف  ھاي رشد جنبه  درجھت  آموزشي  سازمان  كاركنان
و ماھر   متخصص  نيروھاي  ، تربيت اطفال  شخصيت
  . ]12[  فرھنگ  وانتقال

مديريت آموزشی  ھدف اصلی
ويادگيری است که برای  امرآموزش وپيشبرد تسھيل
زير  وظايف به اين ھدف مديران آموزشي  بايد رسيدن

 را انجام دھند. 
: عبارت است از  برنامه ريزی

برای  ووسايل فعاليتھا ، امکانات وتدارک اھداف تعيين
،  ھفتگی طرح وبرنامه کار اھداف لذا داشتن تحقق

ماھانه وساالنه از وظايف مھم يک مدير موفق آموزشی 
  است .

سازماندھی يعنی جريان نظم فرا گرد  : سازماندھی
وترتيب دادن به کار وفعاليت ، تقسيم وتکليف آن به افراد 

وتحقق ھدفھای معينی می  به منظور انجام دادن کار
ھای  بايد ھماھنگی منظور بدين . مدير آموزشی باشد
 وواحدھای مختلف بوجود آورد . را بين افراد الزم

د اثر رھبری در مديريت ، فراگر ورھبری : ھدايت
ياری  سازمان برای در رفتاراعضای گذاری ونفوذ

يک  آنھا در ايفای وظايفشان است .لذا وھدايت
آموزشی باشد  يک رھبر بايد قبل ازھرچيز مدرسه مدير

با  متقابل ارتباط   با برقراری آموزشی چرا که رھبر
انگيزه کار وفعاليت را در آنھا بوجودمی  کارکنان
شمکش ھای آنھا را حل می وک مشکالت وھمواره آورد

  نمايد .
نظارت و كنترل : 

فردی  عملکرد ارزشيابی فراگرد وکنترل نظارت
است برای آن که معلوم شود آيا  وسازمانی
مدير خوب  سازمان تحقق پيدا کرده يا نه . يک ھدفھای

عملکرد را تعيين می کند  سنجش وروشھای   ابتدا مالکھا
اندازه گيری می کند  برعملکردھا نظارت وآنھارا آنگاه

برای  ودر پايان را مقايسه نتايج حاصله ودر ادامه
  می نمايد . عملکرد ھا اقدام تصحيح

مدير  عمومی يکی ديگر از وظايف
ارتباط مناسب با افراد    برقراری آموزشی

نمودن  روشن ضمن که می بايست است سازمان
ارسال  پيامھارا بدون ابھام  ومنظور ھدف
را از  وميزان اثرگذاری آن پذيرش قابليت هوھموار نمايد

  قرار دھد . مورد بررسی   سوی مخاطبان
موثر ميان  ارتباط برقراری مديران از وظايف يکی ديگر

، ايجاد  رابطه ھدف از ايجاد اين مدرسه واجتماع است
درباره  اعتماد متقابل ازطريق اطالع رسانی به مردم

له وسي است تا بدين کار مدارس وضعيت ی
را  آنان حمايت
نمايند  مدارس جلب گوناگون مشکالت وفصل حل برای
آموزش  از اھميت باکسب آگاھی بيشتر   مردم

در سرنوشت  به مشارکت وپرورش
خود تشويق می شوند مدرسه  فرزندان وتربيتی آموزشی

مطلع  مردم واجتماع از نظرات ونيازھای ھم  متقابال"
،  ومربيان اانجمن ھای اولي تشکيل لذا می شود
با  ارتباط آموزشی محلی ، برقراری شوراھای   تشکيل

دينی ، اجتماعی و...  موسسات فرھنگی
  .  ]9[بسزائي برخوردار است   ازاھميت

  1مديريت موفق و مؤثر -  
مديريت موفق و مؤثر، مديريتي است كه به كسب 
ھدفھاي سازماني يا چيزي بيش از آن مي انجامد مديري 
كه بتواند حداقل نتيجه قابل قبول را با استفاده از 
ابزارھايي نظير تنبيه، توبيخ،  حقوق و غيره فراھم 
سازد، مدير موفق ناميده مي شود؛ درحاليكه مدير مؤثر 

درصد تواناييھاي  90الي  80بتواند  به كسي مي گويند كه
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افراد را به كار گيرد. براي مديريت موفق و مؤثر بھره 
 مندي از تواناييھاي ذاتي و اكتسابي معيني ضرورت 

 چگونگي تصميم گيري:- 2(ھرسی وبالنچارد دارد. 
تصميم گيري نياز به تفكر وتأمل دقيق دارد. اما فقط يك 

» درست«يك راه حل نوع طرز فكر نداريم. وقتي فقط 
براي مسأله اي وجود دارد، تفكري ھمگرا الزم است. 
ھر كسي تا حدي خالقيت دارد، وظيفه شما آن است كه 
فضايي ايجاد كنيد كه در آن اعضاي گروھتان تشويق 
شوند نظرات نويي ابراز كنند . مديراني كه تصميمات 
خود را بدون استفاده از تجربه ديگران مي گيرند، 

ارزشمند را از دست مي دھند و احتماالَ با  فرصتي
مخالفت كارمندان ھوشمندي روبرو مي شوند كه تمايل 
ندارند با آنھا اينطور خودپسندانه رفتار شود. اجازه دھيد 
تصميم گيريھا را پايينترين رده ھاي ممكن انجام دھند، 
اما باز ھم مسئول نھايي شماييد. تصميم درستي كه دير 

ھمان اندازه بي فايده است كه تصميم  اتخاذ شود به
نادرستي كه زود گرفته مي شود. عجوالنه تصميم گيري 
نكنيد. ھميشه به دنبال پيدا كردن راھھاي بھتري براي 
انجام كارھا باشيد. گرفتن تصميم تازه آغاز راه است. 
چالش بزرگتر اجراي آن تصميم است. وقتي تصميمي 

كنيد. يكي از روشھاي موفق مي گيريد تاانتھا آن را دنبال 
ژاپنيھا اين است كه بطور منظم افراد را گرد ھم جمع 
ميكنندتا راھھاي بھبود كيفيت محصوالت و سيستمھا را 

چگونگي واگذاري مسئوليت -بررسي كنند .                 
مھمترين مھارت در اداره امور نيروھاي به افراد: 

نھا بطور جدي و انساني انتخاب افراد مناسب، آموزش آ
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2-Paul Hersey & Ken Blanchard  

واگذاري ھرچه بيشتر مسئوليت به آنھاست. اگر در 
واگذاري مسئوليت به افراد موفق باشيد، مدير موفقي 
خواھيد بود. ھمين كه اين نياز را بپذيريد كه بايد بيشتر 
،به افراد مسئوليت بدھيد، شغل شما گامي بلند به جلو 

فراد برمي دارد. اما بايد كارھاي درست و مناسب به ا
محول كنيد. به يك نفر مسئوليت بدھيد نه به يك گروه ، 
عمالَ نمي توان يك گروه را مسئول يك مشكل دانست. 
واگذاري مكرر و زود به زود مسئوليت موفقيت آميز 
نيست، چون شتابزده و با عجله صورت يگيرد. براي 
آنكه به رده ھاي باال برسيد بايد ھنر واگذاري مسئوليت 

ريد.          .                                     را ياد بگي  
 تفويض اختيار -

موفقيت ناشی از کارکنان است. مطمئناً حداقل دو ويژگی 
مشترک در رھبران و مديران وجود دارند. نخست آنکه 

تمايل دارند کارکنانی را استخدام کنند که در مقايسه با 
باشند، و دوم خودشان دارای مھارتھا يا دانش بيشتری 

آنکه، قادرند کارکنان را رشد دھند تا به رھبران تبديل 
شوند. به عبارت ديگر، به دنبال راھھايی ھستند که 

خودشان را در کارکنان تکرار کنند. تکامل کارکنان از 
طريق تفويض محتاطانه و برنامه ريزی شده مسئوليتھا و 

وظايف حاصل می شود. مديری که سعی دارد ھمه 
وليت سنگين مديريت را بر دوش خود حمل کند مسئ

  . ]3[ھرگز پيشرفت زيادی نخواھد کرد
اثر بخش ترين شيوه برای انجام کار کمتر، ھمان  

تفويض يا واگذاری است. تنھا دليلی که روسای شرکت 
ھا از ساير افراد در تشکيالت خود استفاده می کنند اين 

د به تنھايی است که آنھا نمی توانند ھمه کارھا را خو
انجام دھند. بنابراين بايد بگويم كه ھر چه کارھا را بھتر 

و بيشتر واگذار کنيد، مدير اثر بخش تری خواھيد بود در 
واقع ھمه مديران در امر واگذاری امور به اثر بخش 

  . ]1[ترين نحو ممکن، با شکست مواجه می شوند! 
 اھميت ارتباط-

ان موفق محسوب ارتباط، يکی از مھارتھای مھم مدير
ميشود. مديران، بيشتر دوران عمر خود را صرف 

ارتباط با ديگران می کنند. بنابراين آنھا بايد از اثربخش 
ترين  شيوه ھای فھماندن منظور خود به ديگران آگاه 
باشند. يک مدير ، بخش قابل توجھی از زمان خود را 

صرف حضور در جلسات، مصاحبه، مذاکره، مشاوره و 
ری می کند. گاھی اوقات مديران نياز دارند تا از مربی گ

نحوه مديريت تعارض و چگونگی تنبيه يک کارمند، به 
  . ]12[خوبی اطالع داشته باشند

  قدرت تصميم گيري وحل مسئله:-
ھر مدير آموزشي مخصوصاً ھمه مديران مدارس ، ھر 

روز با مسائل و مشکالت زيادي روبرو مي شوند که بايد 
در مورد آنھا تصميم بگيرند . تصميم گيري يعني پيدا 

کردن يک راه حل مناسب براي مشکلي که مطرح شده 
است . براي دستيابي به يک راه حل مناسب يا بھينه بايد 

مطالعه عوامل يا متغيرھاي موجود در از توان بررسي و 
يک پديده برخورداربود.مديربايدبتواندمراحل حل مسئله 

ازتشخيص وتعريف تاپيداكردن راه حل وبه اجرا در 
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آوردن تصميم وارزشيابي نتايج را بپيمايد  تصميم گيري 
از يک طرف با ادراک عمومي و توان تجزيه و تحليل 

يت و ابتکار او فرد و از طرف ديگر به قدرت خالق
بستگي دارد .مدير آموزشي بايد درباره ھر مسئله اي از 
اطالعات و آگاھي نسبتاً وسيعي برخوردار باشد تا بتواند 
علل و عوامل بوجود آورنده آن را تشخيص دھد . سپس 
با استفاده از نيروي ابتکار و خالقيت خود و با تکيه بر 

ختلف حل واقعيات و عللي که شناخته است راھھاي م
مسئله را مورد بررسي قرار دھد و با در نظر گرفتن 
ھمه شرايط و مقايسه ھمه راه حلھا الويت راه حلھا را 

  . ]13[تعيين و يک راه حل بھتر را برگزيند
 انگيزش و پاداش دادن-
انگيزه در افراد مشتاق، به جای ضرورت پرھيز از درد  

ت و يا مجازات، با حرکت در جھت تحقق اھداف مثب
جذاب ايجاد می شود. اين افراد چالش و مسئوليت را 

کنند. با اين وجود،  دوست داشته و به کار خود افتخار می
منابع بسيار زيادی برای ايجاد انگيزش وجود دارد. 

انگيزه بر مبنای نيازھای چندگانه ھمچون نياز به پول 
برای تأمين ملزومات اوليه زندگی ايجاد می شود. 

منابع انگيزش عبارتند از : قدرت ، اشتياق  متداولترين
پيروزی، قدردانی، امنيت عاطفی، عزت نفس، خالقيت، 

  . ]12[احترام، عالقه، تعلق ، انصاف
  پرسش ھای پژوھش  -5
نوع رابطه بين مھارتھاي ايجاد ارتباط و عملكرد  -1

  مديران موفق چگونه است ؟
ن موفق نوع رابطه بين پاداش دادن  و عملكرد مديرا -2

  چگونه است ؟
نوع رابطه بين تصميم گيري و عملكرد مديران موفق  -3

  چگونه است ؟
نوع رابطه بين برنامه ريزي و عملكرد مديران موفق  -4

  چگونه است ؟
نوع رابطه بين تفويض اختيار و عملكرد مديران  -5

  موفق چگونه است ؟
  روش پژوھش -6

که با روش تحقيق حاضر از نوع تحقيقات کاربردی است 
اکتشافی به دنبال تخمين يک تابع رياضی بين ھر يک از 

متغيرھای مستقل يعنی ويژگی ھای رفتاري مديران 

موفق و متغير وابسته يعنی عملکرد مديران است که به 
  شرح زير انجام می پذيرد :

 تخمين نوع رابطه بين ھر متغير مستقل با متغير وابسته .
و........ بوسيله انجام دو وسه  - برازش درجه يک

  رگرسيون غير خطي .
تعيين ميانگين انحرافات از منحنی برازش شده در ھر 

 يک از درجات .
 تعيين بھترين نوع تابع برازش شده .

تعيين نقطه بھينه موضعي يا ماكزيمم توابع در صورت 
 وجود براي ھر يك از توابع برازش شده.

 وحجم نمونه جامعه آماری -7
تعدادي از مديران شاغل در آموزش و پرورش شھر 

ستان ابھركه امتياز ارزشيابي ساالنه آنھا در محدوده صد 
امتياز از متوسط به باال بوده است که به عنوان مدير 

نفر می باشد که درسال  73موفق شناخته شد و جمعا 
 400مشغول انجام وظيفه ھستند. وجمعا از تعداد  1390

ر خصوص ويژگي ھا وعملكرد اين نفر از معلمان د
مديران بوسيله پرسشنامه اطالعات جمع آوري گرديده 

  است 
  ابزار  جمع آوري داده ھا  -8

ابزار جمع آوری داده ھا پرسشنامه است دراين تحقيق از 
پرسشنامه محقق ساخته استفاده شده است كه جھت 
شناسايی ويژگی ھای کليدی موفقيت پرسشنامه ای 

ز نظرات صاحبنظران وا ستادان بزرگوار طراحی شد وا
استفاده گرديد. و پرسشنامه ديگري جھت بررسي 

در اين  عملكرد و ويژگي ھاي مديران طراحي گرديد.
تحقيق در مرحلة نظر سنجی از شاخص ھای تدوين شده 

بوسيله پرسشنامه و مصاحبه با مديران ادارات آموزش و 
لة آزمايش مدل پرورش بھره گرفته شد و نھايتاً در مرح

 نيز ازپرسشنامه جھت اخذ اطالعات کمک گرفته شد . 
 روش تجزيه و تحليل داده ھا : -9

ابتدا براي بدست آوردن ميزان ھمبستگي بين ويژگي 
  Spss 15ھاي رفتاري وعملكرد مديران از نرم افزار

استفاده شد ودر مرحله بعد براي تخمين نوع تابع و نوع 
استفاده از روشھای رياضی  روابط بين متغييرھابا

ودستگاه معادالت برازش خطی ودستگاه نا معادالت 
از رگرسيون خطي وغير خطي در برازش غير خطی 

استفاده گرديد. وسپس وجود ريشه  Spss 15نرم افزار 
در اين معادالت آزمون شد و در نھايت براي به دست 

آوردن نقاط ماكزيمم آزمون مشتق اول و آزمون مشتق 
 انجام شد .  دوم

   
  يافته ھاي پژوھش  -10

   1پاسخ سؤال  -
  
  
  
 

نتايج رگرسيون غير خطي چند متغيره  1جدول شماره 
  براي ويژگي مھارتھاي ايجاد ارتباط

ضريب  نوع تابع
تعديل 
تعيين 
 شده

انحراف 
معيار 

  برآورد 
 

sig  ميزان
 ھمبستگي

تابع درجه 
1 

0.607 0.766 0.000 0.872 

تابع درجه 
2 

0.632 0.741 0.000 0.801 

تابع درجه 
3 

0.629 0.743 0.000 0.800 

تابع 
 معكوس

0.498 0.866 0.000 0.710 

 0.774 0.000 0.101 0.594 تابع نمائي
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   با توجه به نتايج به دست آمده در جداول فوق الگوي 
و سطح   0.632با ضريب تعيين تعديل شده  2تابع درجه 

در جدول آناليز واريانس  0.000معناداري رگرسيون ، 
و ھمين طور با توجه به ضرايب ھمبستگي جزئي وبا 

، مناسب تر از الگوھاي  0.741انحراف از ميانگين 
ديگر است . در نھايت معادله رگرسيون به صورت زير 

 خواھد بود. 

+ (مھارت ھاي 0.096ھاي ايجاد ارتباط)  (مھارت 2
  = عملكرد مدير - 0.775ايجاد ارتباط) 

Y = -0.775 X+ 0.096 X2  
Ymin=6.378  

Y/=- 0.775 + 0.192X                                       
 
  Xmin= 4.036  

 
 

  
نوع رابطه ونمودار تابع بين ويژگي  1نمودار شماره 

  عملكرد مديرانمھارتھاي ايجاد ارتباط و 
  2پاسخ سؤال  - 

نتايج رگرسيون غير خطي چند متغيره  2جدول شماره 
 براي ويژگي پاداش دادن

با توجه به نتايج به دست آمده در جداول فوق الگوي تابع 
و  0.605خطي با ضريب تعيين تعديل شده  1درجه 

در جدول آناليز  0.000سطح  معناداري رگرسيون
واريانس و ھمين طور با توجه به ضرايب ھمبستگي 

، مناسب تر از  0.781جزئي وبا انحراف از ميانگين 
معادله رگرسيون به  الگوھاي ديگر است . در نھايت

  صورت زير خواھد بود.                 
 = عملكرد مدير0.720+ (پاداش دادن) 2.386(پاداش 

Y = 0.720 X+ 2.386   

نوع تابع درجه اول وارتباط بين پاداش دادن وعملكرد 
 مديران موفق خطي مي باشد.

  
نوع رابطه ونمودار تابع بين ويژگي  2نمودار شماره 
  و عملكرد مديران پاداش دادن

  3پاسخ سؤال     

نتايج رگرسيون غير خطي چند متغيره  3جدول شماره 
  براي ويژگي توانائي تصميم گيري

  با توجه به نتايج به دست آمده در جداول فوق الگوي 

و  0.777خطي با ضريب تعيين تعديل شده 1تابع درجه 
در جدول آناليز  0.000سطح  معناداري رگرسيون ، 

واريانس و ھمين طور با توجه به ضرايب ھمبستگي 
جزئي وبا ھمبستگي بسيار قوي به ميزان 

MaharatErtebat
10.0009.0008.0007.0006.0005.0004.000

10.000

9.000

8.000

7.000

6.000

5.000

Amalkard

Quadratic
Observed

Padash
10.0009.0008.0007.0006.0005.000

10.000

9.000

8.000

7.000

6.000

5.000

Amalkard

Quadratic
Observed

ضريب  نوع تابع
تعديل 
تعيين 
 شده

انحراف 
معيار 

  برآورد 
 

sig  ميزان
ھمبستگي

تابع درجه 
1  

0.605 0.768 0.0000.781 

تابع درجه 
2 

0.605 0.768 0.0000.785 

تابع درجه 
3 

0.605 0.768 0.0000.785 

تابع 
 معكوس

0.556 0.814 0.0000.749 

 0.0000.774 0.101 0.593 نمائيتابع 

ضريب  نوع تابع
تعديل 

 تعيين شده

انحراف 
معيار 

  برآورد 
 

sig  ميزان
ھمبستگي

تابع درجه 
1 

0.777 0.577 0.000 0.883 

تابع درجه 
2 

0.775 0.580 0.000 0.884 

تابع درجه 
3 

0.775 0.579 0.000 0.884 

تابع 
 معكوس

0.776 0.603 0.000 0.871 

 0.876 0.000 0.077 0.756 نمائيتابع 
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ناسب تر از ، م 0.577وانحراف از ميانگين  0.883
الگوھاي ديگر است . در نھايت معادله رگرسيون به 

  صورت زير خواھد بود. 
+ (توانائی تصميم گيري)   1.557                    

              = عملكرد مدير0.838
Y = 0.838 X+ 1.557                      

نوع تابع درجه اول وارتباط بين توانائي  تصميم گيري 
  د مديران موفق خطي و صعودي وبا انحرافوعملكر

وداراي ھمبستگي بسيار باال به ميزان  0.577از ميانگين 
مي باشد يعني با افزايش توانائي  تصميم گيري  0.883

 مديران ميزان عملكرد شان نيز در حال افزايش مي باشد.
  
  
  
  
  
  
  
  
  
  
  

نمودار 
 نوع رابطه ونمودار تابع بين ويژگي توانائي 3شماره 

  تصميم گيري و عملكرد مديران
 

  4پاسخ سؤال 
  

ضريب  نوع تابع
تعديل تعيين 

 شده

انحراف 
معيار 

  برآورد 
 

sig  ميزان
ھمبستگ

 ي

0.00 0.602 0.757 1تابع درجه 
0 

0.872 

0.00  0.606 0.754 2تابع درجه 
0 

0.872 

0.00 0.606 0.754 3تابع درجه 
0 

0.872 

0.00 0.631 0.733 تابع معكوس
0 

0.859 

0.00 0.079 0.750 تابع نمائي
0 

0.868 

Tasmimgiry
10.009.008.007.006.005.004.00

10.000

9.000

8.000

7.000

6.000
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Observed



A Survey on the Relationship between the Behavioral Features of Successful Schools Administrators 
and Their Performance (Abhar Department of Education) 

Page 446 of Volume 2 
 

نتايج رگرسيون غير خطي چند متغيره  4جدول شماره 
 براي ويژگي برنامه ريزي
 
با توجه به نتايج به دست آمده در جداول فوق الگوي تابع 

و سطح   0.757خطي با ضريب تعيين تعديل شده 1درجه 
در جدول آناليز واريانس و  0.000معناداري رگرسيون  

ھمين طور با توجه به ضرايب ھمبستگي جزئي وبا 
وانحراف از 0.872ھمبستگي بسيار قوي به ميزان 

تر از الگوھاي ديگر است . در  ، مناسب 0.602يانگين  
 نھايت معادله رگرسيون به صورت زير خواھد بود. 

Y = 0.770 X+ 2.101 
  = عملکرد مدير0.770+ (برنامه ريزي) 2.101

 
نوع تابع درجه اول وارتباط بين برنامه ريزي وعملكرد 
مديران موفق خطي و صعودي وبا انحراف از ميانگين 

 0.872باال به ميزان  وداراي ھمبستگي بسيار 0.602
مي باشد يعني با افزايش برنامه ريزي مديران ميزان

   
نوع رابطه ونمودار تابع بين ويژگي  4نمودار شماره 

  برنامه ريزي و عملكرد مديران
يعني با افزايش بر نامه ريزي مديران عملكرد آنان نيز 

 افزايش مي يابد.
  5پاسخ سؤال 

  
  
  

غير خطي چند متغيره نتايج رگرسيون   5جدول شماره 
  براي ويژگي تفويض اختيار

با توجه به نتايج به دست آمده در جداول فوق الگوي تابع 
و سطح   0.588با ضريب تعيين تعديل شده  3درجه 

در جدول آناليز واريانس و  0.000معناداري رگرسيون، 
ھمين طور با توجه به ضرايب ھمبستگي جزئي وبا 

، مناسب تر از الگوھاي  0.778انحراف از ميانگين 
ديگر است . در نھايت معادله رگرسيون به صورت زير 

  خواھد بود. 
(تفويض اختيار)  2-0.045   (تفويض اختيار)14.355+3
 =عملكرد مدير - 4.935+ (تفويض اختيار) 0.889

 Y = -4.935 X+ 0.889 X2-0.045 
X3+14.355  

X2=9.195  , X1=3.97 Y/= -4.935 + 
1.778 X- 0.135 X2                

Y// = 1.778-.270X                         
f//(9.195)=-0.704    

Ymax=9.158 9.195 Xmax= 

  
نوع رابطه ونمودار تابع بين ويژگي  5نمودار شماره 

  تفويض اختيار و عملكرد مديران
 بحث و نتيجه گيري كلي -11
ويژگي ھاي مھارت در بين ويژگي ھاي رفتاري : -1

ھاي ايجاد ارتباط و توانائي تصميم گيري رابطه غير 
خطي، مستقيم وافزايشي با عملكرد مديران دارديعني با 
افزايش اين ويژگي ھا عملكرد مديران نيز افزايش مي 

  .يابد
ھمچنين در بين ويژگي ھاي رفتاري: ويژگي ھاي -2

پاداش دادن و برنامه ريزي رابطه خطي، مستقيم 
افزايشي با عملكرد مديران دارنديعني با افزايش اين و

  ويژگي ھا عملكرد مديران نيز افزايش مي يابد.
در نھايت بين ويژگي تفويض اختيار وعملكرد مديران -3

موفق رابطه غير خطي بصورت معادله در جه سوم 
وجود دارد ونشان مي دھد كه افزايش تفويض اختيار از 

اي باعث افزايش عملكرد  طرف مديران فقط تا اندازه
وموفقيت مديران مي شود و از نقطه اي با افزايش بيشتر 

  تفويض اختيار عملكرد آنان كاھش مي يابد.
  مدل پيشنھادي تحقيق :

Barnamehrizy
10.0009.0008.0007.0006.0005.0004.000
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ضريب  نوع تابع
تعديل 
تعيين 
 هشد

انحراف 
معيار 

  برآورد 
 

sig  ميزان
 ھمبستگي

تابع 
 1درجه 

0.573 0.814 0.000 0.761 

تابع 
 2درجه 

0.567 0.820 0.000 0.761 

تابع 
 3درجه 

0.588 0.779 0.000 0.778 

تابع 
 معكوس

0.479 0.889 0.000 0.679 

تابع 
 نمائي

0.583 0.104 0.000 0.768 
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Abstract 

This paper aimed to assess "the impact of organizational learning on crisis management in 
East Gas and Oil Production Company. Based on survey method and with a descriptive 
correlation approach, the impact of organizational learning on crisis management was 
studied. The universe members included 936 people and the sample size was determined as 
273 through Cochran's formula. Khanalizadeh questionnaire was used to assess 
organizational learning and its seven components, and the questionnaire of Vedadi et al was 
applied to measure the variable of "crisis management" and its threefold phases. Data 
gathered and then analyzed by SPSS software. Pearson's Test was applied to measure the 
correlation between variables and Line regression was used to test the hypotheses. The results 
supported the impact of organizational learning on crisis management with a correlation 
coefficient of 632/0.The highest correlation coefficient belonged to the relationship between  
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“knowledge sharing” and crisis management and the lowest correlation existed between 
“team learning” and crisis management variables.  

 
Keywords: organizational learning, common vision, work and team learning, knowledge 
sharing, crisis management  

  
  تأثير يادگيری سازمانی بر مديريت بحران

  سرخس) - برداری نفت و گاز شرق(مطالعه موردی: شرکت بھره
  3 اسگندری، کريم 2آباددين، مردعلی کريمی1صفرزاده پراپریمحمدحسن 

  Mhparapary@gmail.com تھران، ايران، 19395-3697دانشگاه پيام نور، صندوق پستی  1
  Skandarik@yahoo.com تھران، ايران،  19395- 3697دانشگاه پيام نور، صندوق پستی  2
  Skandarik@yahoo.com عضو باشگاه پژوھشگران جوان دانشگاه آزاد اسالمی، واحد بناب، بناب، ايران،  3
  
  

 چكيده 
-تحقيق حاضر با ھدف سنجش تأثير يادگيری سازمانی بر مديريت بحران در شرکت بھره برداری نفت و گاز شرق

بر اساس روش تحقيق پيمايشی با » مديريت بحران«بر متغير » يادگيری سازمانی«سرخس انجام شد. تأثير متغير 
ضای جامعه آماری در زمان اجرای تحقيق رويکرد توصيفي و از نوع ھمبستگی، مورد مطالعه قرار گرفت. تعداد اع

نفر برآورد گرديد. متغير يادگيری سازمانی و  273نفر بود، حجم نمونه با فرمول کوکران از جامعه محدود،  936
) و متغير مديريت 1389) )، تيمورنژاد و صريحی اسفستانی(1389مؤلفه ھای ھفتگانه آن با پرسشنامه خانعلی زاده (

) سنجيده شد. داده ھای تحقيق با ابزار پرسشنامه، از 1389گانه آن با پرسشنامه ودادی و ديگران ( بحران و مراحل سه
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تحليل شد. از آزمون پيرسون برای سنجش ھمبستگی بين متغيرھا، از  SPSS نمونه تحقيق جمع آوری و با نرم افزار 
برای رتبه بندی متغيرھا، استفاده گرديد. رگرسيون خطی برای آزمون فرضيه ھای تحقيق و از آزمون فريد من، نيز 

بود.  632/0نتيجه آزمون فرضيه ھای تحقيق بيانگر تأثير يادگيری سازمانی بر مديريت بحران با ضريب ھمبستگی
) بين 606/0)بين مؤلفه اشتراك دانش با مديريت بحران و کمترين ضريب ھمبستگی(739/0بيشترين ضريب ھمبستگی(

  ا مديريت بحران بود. مؤلفه يادگيري تيمي ب
  مديريت بحران يادگيری سازمانی، چشم انداز مشترک، ، کار و يادگيری تيمی، اشتراک دانش،واژگان كليدي: 

  
 
  مقدمه -1

رويدادھای مھم دھه ھای اخير جھان از نظر سياسی، اقتصادی، اجتماعی، جغرافيايی و انسانی نشان می دھد که جوامع 
که باعث بروز بحران ھای گوناگون می شوند،  يیطبيعی يا تمايالت مخرب انسان ھا بشری پيوسته دستخوش حوادث

بوده اند. روزی نيست که اخبار مربوط به بحران ھای کوچک و بزرگی که در گوشه و کنار دنيا رخ می دھد در رسانه 
لی و خارجی جوامع و يا ھای ارتباط جمعی منعکس نشود. اين بحران ھا ممکن است تا آنجا پيش برود که منافع داخ

). از آنجا که ھر سازمانی در طول حيات خود 55، 1383اعتبار يک سازمان بزرگ را مورد تھديد قراد دھد(يقين لو، 
بارھا با بحران ھای گوناگون روبرو می شود، مديران و تصميم گيرندگان اصلی سازمان به ناچار بايد تمھيداتی بينديشند 

ه برای مقابله با بحران ھای احتمالی آماده کنند. در اين گونه موارد، "بکارگيری مؤثر مديريت تا سازمان خود را ھموار
بحران" بھترين اقدام است. مديريت بحران در برگيرنده تمامی اقداماتی است که برای مقابله سريع و مؤثر با بحران 

). واژه مديرت بحران از سال 78، 1،2010ھای احتمالی و کنترل اثرات مخرب آن ھا مورد نياز می باشد(کت چينگ
و پس از مواجه شدن شرکت جانسون و جانسون با بحران عظيمی که حيات آن شرکت را به مخاطره انداخت،  1982

مورد توجه قرار گرفت. اقداماتی که اين شرکت برای مقابله با بحران به کار گرفت، سرآغازی برای انجام تحقيقاتی در 
بر اين باور است که بحران توصيف کننده   3). برنت81- 97، 2000و ديگران،  2ن بود(جارمنزمينه مديريت بحرا

شرايطی است که در آن ريشه ھای پديده می تواند مسائل و مشکالتی مانند ساختارھا و عمليات مديريتی نامناسب و يا 
ت که شرکت با تغييرات مصيبت بار شکست در تطابق يا يک تغيير باشد در حالی که منظور از واقعه ناگوار اين اس

). تحقيق حاضر به 22، 1386پيش بينی نشده يا ناگھانی مواجه شده که کنترل کمی بر روی آنھا دارد(رضوانی، 
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در يکی از مھمترين و تأثير گذارترين شرکتھا يعنی "شرکت بھره برداری نفت و گاز  1بررسی موضوع مديريت بحران
تفاوت   2ر اين پژوھش برای تعريف"بحران سازمانی"؛ بين بحران و واقعه ناگوارسرخس"، پرداخته است. د -شرق

قائل شده است. مديريت بحران دارای جنبه ھای زيادی است و مسائلی از قبيل فرھنگ سازمانی، ساختار، آموزش، 
از مقوله ھای مھم سازمان تکنولوژی و مانند آنھا را در بر می گيرد. پرداختن به چگونگی تأثير يادگيری به عنوان يکی 

  و مديريت بر نحوه مديريت بحران، اساس اين تحقيق را تشکيل می دھد. 
  ادبيات تحقيق -2

تعداد اندکی از سازمان ھا به لزوم آماده ساختن خود برای رويارويی با گستره وسيعی از بحران ھا، پی برده اند. به 
بحران ھا، ھنوز سازوکار ھای الزم به منظور شناسايی عالئم بحران  ھمين ترتيب، برای مقابله با سلسله گسترده ای از

را به وجود نياورده اند. از طرفی، تنھا بخش کوچکی از سازمان ھا به لزوم بررسی موشکافانه و مستمر فرھنگ 
بر ضد آن ايفای  سازمان خود پی برده اند تا معلوم کنند آيا فرھنگ سازمان از برنامه مديريت بحران پشتيبانی می کند يا

نقش می نمايد؟ عالوه بر اين، تنھا تعداد اندکی از سازمان ھا، به طور منظم و مرتب ذينفعان  خود را مورد تجزيه و 
تحليل قرار می دھند. به ھمين دليل، به نظر می رسد که مقوله مديريت بحران نيازمند پيشرف ھای بيشتری است(يزدان 

ر مھم مديريت بحران، يادگيری سازمانی است. در طول يک بحران، يادگيری ). يکی از عناص52، 1381پناه، 
سازمانی اساس ھر انديشه و عملی است. در چنين شرايط وحشت برانگيزی، اکثر يادگيری ھا و روش ھای يادگيری، 

ديگر يادگيری متناقض و برخی نادرست ھستند. بعضی از سازمان ھا و انسان ھا به دليل ترس و عدم امکانات و عوامل 
سازمانی را زياد جدی نمی گيرند. اين نوع فشار تجمعی ، ترس، عدم امکانات؛ يادگيری سازمانی و کيفيت آن را کاھش 

می دھد. عالوه بر اين، افراد اغلب از شرايط عدم اطمنيان و ناآگاھی متنفر ھستند و در نتيجه در اين موارد آگاھی 
). در تمامی سازمان ھا دو نکته اساسی 350، 2003، 3يشتر می شود(ساپريلاندکی وجود دارد که باعث گمراھی ب

مورد توجه است: حفظ حيات و افزايش اثربخشی. حيات سازمان تا حدودی بستگی به دانش ھا و مھارت ھای مختلف 
ز بيشتر می شود. نيروی انسانی دارد، ھر چه زمينه ھا بھنگام و بھينه باشد قابليت سازگاری سازمان با محيط متغير ني

توجه به اين نکته ضروری است که انسان ھا به مھارتھای جديد نياز دارند و بايد پيوسته ياد بگيرند تا بتوانند نيازھای 
سازمان را پاسخ گويند. انسان ھا بايد فرصت يادگيری داشته باشند تا بتوانند شرکای واقعی به شمار آيند. با دادن 
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، 1آنھا در خود اين نياز را حس می کنند که بايد برای کار و تالش، ھدف داشته باشند(امابيل اطالعات بيشتر به افراد،
1998 ،20.(  

يادگيری به عنوان يک راھبرد مديريت بحران، به مفھوم تشکيل ساختارھا، فرايندھا و فناوی است که امکان توسعه و 
يری، باعث توانمند سازی می شود و توانمند سازی، تمايل اثبات صالحيت جديد افراد و تيم ھا را افزايش می دھد. يادگ

برای يادگيری بيشتر را بر می انگيزد و در نتيجه اين فرايند تعاملی، توانايی ھای سازمان برای سازگاری با شرايط و 
بحران ھا ). بسياری از مسائل و 648، 2009، و ديگران 2تحوالت محيطی و مديريت آنھا افزايش می يابد (آرمبراستر

منجر به صدمه مادی جدی می شوند. آثار و زيان ھای غير مادی تا حدود زيادی به نحوه برخورد سازمان در طول 
بحران، بستگی دارد. آگاھی دقيق و ھوشياری کامل، آسيب ھای احتمالی را کاھش داده و اطمينان افراد و بويژه کارکنان 

ل يک بحران، می تواند در بخشھای مختلف سازمانی اختالل ايجاد کند. سازمان را حفظ می کند. يادگيری ناقص در طو
تصويری که با تالش و کوشش فراوان در طی سالھا بوجود آمده است، می تواند در طی چند ساعت به کلی از بين 

  ).607، 2008، 3(کوستر و نورتونبرود
بع سازمان در نظر گرفته می شود. نيروی انسانی، ق و متعھد، به عنوان مھمترين منامروزه داشتن کارکنانی خالّ      

اساس ثروت واقعی يک سازمان است. سازمان ھای سنتی با تأکيد بر فعاليت جسمی کارکنان، مايل بودند که کارھا در 
چارچوبی تعريف شده انجام شود و آنان وظايف خود را سريع و بدون ھيچ گونه پرسشی انجام دھند، اما محيط ھای 

وزی نياز به کارکنانی دارند تا تصميم ھای مناسب اتخاذ کرده و برای مشکالت موجود، راه حل ھای سازنده کاری امر
ارائه دھند، در نتيجه کارکنان يک سازمان بايد دارای دانش و آگاھی کافی بوده و مسئوليت حاصله را نيز بر عھده 

ه اطالعات و دانش مناسب، صحيح، کامل، سريع و ). يادگيری سازمانی مناسب به ارائ27، 2009، 4بگيرند(بابسکی
بھنگام منجر می شود. با توجه به اين که داشتن آگاھی و دانش در مديريت بحران نقش مھم و برجسته ای را بازی می 

کند، لذا مھمترين اقدام برای مواجه شدن با يک بحران، استفاده مؤثر و به موقع از يادگيری سازمانی است. بنابراين 
زم است مديران و مجريان اصلی سازمانھا، ھمواره روش ھای يادگيری مناسب را برای مواقع بحرانی پيش بينی ال

تحقيق حاضر در صدد است به اين سئوال پاسخ دھد که " يادگيری سازمانی تا چه اندازه ). 62، 1385کنند(محمودی، 
شنايی اجمالی با متغيرھای تحقيق شامل يادگيری برا ی آبر مديريت بحران در سازمان مورد مطالعه، مؤثر است؟" 
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سازمانی(و مؤلفه ھای آن) و مديريت بحران، بطور اختصار به مبانی نظری و پيشينه آنھا در حّد ميسور و مقدور، 
  اشاره می شود و در ادامه نيز پس از ترسيم مدل مفھومی تحقيق؛ فرضيه ھای آن بيان می شود.

  1يادگيری سازمانی
سازمانی چيزی فراتر از مجموع توان يادگيری افراد است، يعنی سازمان توانايی يادگيری خود را با خروج يادگيری 

افراد سازمان از دست نمی دھد. يادگيری سازمانی به مفھوم يادگيری افراد و گروه ھای درون سازمان و سازمان ياد 
ه عبارت ديگر بايد گفت سازمان يادگيرنده حاصل گيرنده به معنی يادگيری سازمانی به عنوان سيستمی کلی است. ب

معتقد است که تنھا منبع مزيت رقابتی پايدار در بلند مدت برای  2). سنگه77، 1379يادگيری سازمانی است(رھنورد، 
سازمان ھا، يادگيری سريع تر نسبت به رقبا است و چنانچه ھر سازمانی به اين امر دست يابد، از ساير سازمان ھای 

اثر بخش تر و کاراتر خواھد شد. اغلب در ھر محيطی فرض می شود که افراد پيش از آنکه به شغلی گمارده  رقيب
شوند، الزم است آموزش ببينند و يا درحين انجام وظايف شغلی، در دوره ھای آموزشی شرکت جويند. يادگيری يک 

در سازمان ھا، برای مشارکت افراد و يا کارکنان به فرايند مادام العمر است  که تمامی کارکنان بايد آن را  بپذيرند. 
صورت جمعی در بھبود و موفقيت سازمان تمايل زيادی به مفھوم سازمان يادگيرنده به وجود آمده است(سبحانی 

کار(از جمله سازمان ھای مجازی يا سازمان  ). با توسعه دانش، فناوری و گسترش حيطه ھای کسب و50، 1385نژاد،
ه، بنگاه ھای اقتصادی گسترش يافته و به محيطی رقابتی و پر از چالش تبديل گرديده است. در چنين ھای تحت شبک

محيطی، امتيازھای رقابتی در جريان يادگيری وآموزش در سطح کارکنان و سازمان مطرح شود. سازمان ھا به جای 
نيز بود، تبديل به يادگيری سازمانی می رفتارھا و حرکت ھای سنتی خود که در بھترين شکل آن، در برگيرنده آموزش 

شوند که ھمواره در پی يادگيری ھستند و کوشش خود را در جھت يادگيری به عنوان يک امتياز رقابتی به کار می 
برند. در دنيای امروز سازمانھا بايد سريع تر يادگرفته و به سرعت خود را با تغييرات محيطی انطباق دھند، در غير 

سادگی دوام و بقاء نخواھند يافت. در ھر دوره ای، گونه ھای مسلط، اما در حال افول(از قبيل سازمان اين صورت، به 
ھای غير يادگيرنده) و گونه ھای نوظھور و انعطاف پذير(مانند سازمان ھای يادگيرنده) در کنار ھم زندگی می کنند، اما 

دگيرنده بقاء خواھند داشت. شرکت ھايی که دارای ويژگيھای پيش بينی می شود که در سال ھای آينده، تنھا سازمانھای يا
سازمان يادگيرنده نباشند به زودی از بين خواھند رفت، زيرا قادر به انطباق خود با محيط متغير پيرامون خود 

  ).97،  2009نيستند(اخوان،
  تعاريف يادگيری سازمانی
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دگيری داشته اند، تا آنجا که نخستين آيات نازل شده بر پيامبر اديان الھی، بويژه اسالم تأکيد بيشتری بر آموزش و يا   
). يادگيری سازمانی، از 5تا1قرآن کريم، سوره علق،آيات (اکرم (ص) بر آموزش و يادگيری و اھميت آن تأکيد می کند

عريف جديدی از ت 2که وايک و رابرتز 1990تعريفی از آن را ارائه داده تا اوايل دھه  1که اولين بار مارچ  1963سال 
آن ارائه کردند، مورد بحث و تجزيه تحليل صاحبنظران مديريت بوده است. برخی از مھمترين تعاريف ارئه شده از 

  ).29، ص. 1999و ديگران،  3، است(استربای1يادگيری سازمانی به شرح جدول
. تعاريف يادگيری سازمانی1جدول   

  منبع  تعاريف
مجموعه از تعامالت بين انطباق ھای فردی و گروھی و يادگيری سازمانی متشکل از 

  انطباق در سطح سازمانی است.
، 1965، 4ديل (کانجلوسی و

180(  
، 1978، 5(آرجريس و شون  يادگيری سازمانی را به عنوان کشف و اصالح خطا تعريف می کنند.

138(  
، 1985، 6(فايول و اليلز  است.يادگيری سازمانی فرايند بھسازی عملکردھا از طريق دانش و درک بيشتر 

810(  
  ابعاد يادگيری سازمانی

ابعاد يادگيری را شامل چشم انداز مشترک، فرھنگ يادگيری سازمانی، کار و يادگيری گروھی، به اشتراک  7نيفه
گذاشتن دانش، تفکر سيستمی، رھبری مشارکتی و توسعه شايستگی کارکنان، به شرح مؤلفه ھای (الف) تا (چ)، ذکر 

  رده است.ک
  الف)چشم انداز مشترک

مشترک برای افراد و سازمان، ھمانند ستاره ھای آسمان برای يافتن مسير برای مسافران در دل شب در  چشم انداز
خشکی، درياھا و اقيانوس ھا است. در مدل سنگه، داشتن چشم انداز مشترک برای ساخت و پرداخت يک سازمان 
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زيرا اين چشم انداز کانون و منبع انرژی و تحّرک الزم برای يادگيری مشترک است. يادگيرنده اھميت حياتی دارد، 
چشم انداز را ھنگامی می توان با ذکر صفت "ويژگی مشترک" توصيف کرد که افراد از آينده مطلوب، تصويری 

ترکی ايجاد کنند. در مشترک داشته باشند و تعھدی متقابل نسبت به دستيابی آن در اختيار يکديگر بگذارند و ھويت مش
اين مورد بايد خواست واقعی وجود داشته باشد. داليل متعددی وجود دارد مبنی بر اينکه چرا چشم انداز مشترک برای 

  تبديل شدن به سازمان يادگيرنده، بسيار مھم ھستند و عبارتند از:
  . چشم انداز مشترک تمرکز و انرژی برای يادگيری را فراھم می سازد.يکم
  چشم انداز افراد را به عمل سوق می دھد.  .دوم
  . چشم انداز مشترک بيانگر آمال و رؤياھای آنان است و به آن ھا معنی می بخشد.سوم

. کشش به سمت ھدف مطلوب باالتر، زيرا چشم اندار مشترک، ھدف نھايی را ايجاد کرده خطرپذيری و نو آوری چھارم
  را تشويق می کند.

  مشترک، در تعيين نوع دانشی که سازمان ذخيره و منتقل می کند، مھم ھستند. : ارزش ھا و معانیپنجم
  ب)فرھنگ يادگيری سازمانی

ھنگامی که گروه، سازمان و جامعه ايجاد می شود، پايه ھای فرھنگ آن ھا نيز پی ريزی می گردد و در طول زمان و 
دارد. گروه، سازمان و جامعه در طول زمان به مرور شکل می گيرد. بنابراين فرھنگ، ھميشه و در ھمه جا حضور 

ھمواره با مشکالتی رو به رو بوده، و به گونه ای مختلف نسبت به اين مشکالت فکر، احساس و عمل کرده است. بر 
اين اساس، افراد، گروه ھا و ملت ھا در برابر مشکالت مشترکی قرار می گيرند که برای حل آن ھا به ھمکاری و 

  دارند. تشريک مساعی نياز
اعضای ھر جامعه، سازمان يا گروه، ھنگام حل مشکالت مربوط به انطباق با محيط خارجی و يکپارچگی داخلی به 

نوعی، دقيقاً به يادگيری دست می زنند و بدين ترتيب در طول زمان پاسخ ھايی که از اين طريق به مشکالت مربوطه 
رھنگ سازمان يا گروه را می توان پاسخ ھای مبتنی بر می دھند، فرھنگ شان شکل می گيرد. به عبارت ديگر ف

يادگيری تلقی کرد که آن ھا به مسائل  انطباق خارجی و يکپارچگی داخلی می دھند. ھنگامی که اعضای ھر جامعه، 
سازمان يا گروه برای حل انطباق با محيط خارجی و مشکالت يکپارچگی داخلی تالش می کنند، ناخودآگاه به يادگيری 

ام کرده اند. به اين دليل که از جھت نظريه پردازی، يادگيری و حل مسائل نه تنھا متفاوت نيستند، بلکه بايد گفت که اقد
  ديدگاه ھای متفاوت، فرايند اساسی يکسانی دارند.

به ھمان گونه که ملت ھا فرھنگ ھای متفاوتی دارند، سازمان ھا نيز شيوه ھای متمايزی برای اعتقاد داشتن، انديشيدن و 
عمل کردن، دارند که به وسيله نمادھا، قھرمانان، شعائر، ايدئولوژی و ارزش ھا شناسايی می شوند. ماھيت يادگيری و 

خ می دھد، به شّدت به وسيله فرھنگ سازمانی، تعيين می شوند. ارزش شيوه ای که بر اساس آن يادگيری در سازمان ر



The Impact of Organizational Learning on Crisis Management Case study:  
Sarakhs‐East Gas and Oil Production Company 

Page 456 of Volume 2 
 

ھا نيروی پيش برندۀ چشم انداز سازمان ھستند که به سازمان برای دستيابی به آن چشم انداز کمک می کنند. فرھنگ 
  ی آورند.سازمانی يادگيرنده دارای ارزش ھايی است که بر سازمان برای باال رفتن از نردبان يادگيری، فشار م

  پ)کار و يادگيری گروھی
کار و يادگيری گروھی تأکيدش بر اھميت ھم راستايی نيروھا و کارکنان سازمان است تا از به ھدر رفتن انرژی 

جلوگيری شود. يادگيری جمعی عبارت است از فرايندی که طی آن ظرفيت اعضای گروه توسعه داده شده و به گونه ای 
ن چيزی باشد که ھمگان واقعاً طالب آن بوده اند. اين يادگيری بر يک قاعده استوار است و ھمسو شود که نتايج حاصله آ

آن عبارت از قاعده آرمان مشترک است، در عين حال رکن اصلی ديگر، قابليت ھای شخصی است، زيرا گروه ھای 
کافی نيست. جھان مملو از گروه ھايی توانا ازا فراد توانا تشکيل شده اند، اما آرمان مشترک و استعداد فردی به تنھايی 

از افراد با لياقت است که برای مدت زمانی دارای يک خواسته و آرزوی مشترک بوده اند و پس از آن به واسطه 
شکست در يادگيری از بين رفته اند. نوازندگان بزرگ موسيقی دارای استعدادی سرشار و آرمانی ھستند، اما آنچه واقعاً 

  ست که آنان به خوبی می دانند که چگونه با يکديگر يک قطعه موسيقی را اجرا کنند.مطرح است، اين ا
  ت)به اشتراک گذاشتن دانش

انتقال و توزيع دانش، انتقال سازمانی و فنّاورانه ای داده ھا، اطالعات و دانش را در بر می گيرد. ظرفيت سازمان 
ک گذاشتن قدرات است که الزمه موفقيت شرکت می باشد، دانش برای جابجايی دانش، بيانگر قابليت انتقال و به اشترا

بايد به دقّت و به سرعت در سراسر سازمان با حوزه ھای شرکت توزيع شود. بازيابی دانش ممکن است کنترل شده يا 
(خودکار)، باشد. بازيابی کنترل شده از رکوردھا و حافظه ھای فردی و گروھی 1به صورت خودسازمان دھی شده

) مطرح می کند 1993اده می کند، بازيابی خودکار، به وسيله حوادث يا موقعيت ھای مختلف آغاز می شود. وايک(استف
که اطالعاتی که از حافظه سازمانی بازيابی شده باشد، شايد شباھت کمتری با منابع اصلی داشته باشد. اين امر ناشی از 

و فقدان توجيه ھای  2يعی حافظه انسانی، تأثير پالونه ھای ادراکیماھيت تحولی فرايند ھای بازيابی و ذخيره، تلفيق طب
پشتيبانی است. بنابراين توجه به اين موارد برای توسعه حافظه شرکت و فرايند ھای طراحی که به منظور کسب 

د نياز، اطمينان از دقت و به موقع بودن بازيابی دانش انجام می گيرد، مھم است. دستيابی به موقع به اطالعات مور
حافظه بلند مدت فرد را توسعه داده بار اضافی حافظه را کاھش می دھد. پايه دانش شرکت را در يک مکان مرکزی 

يکپارچه می کند، از اين رو رھايی حافظه کاری از داده ھای بی ارزش، فضای اشغال شده را کاھش می دھد. اين امر، 
انش و حفظ و رشد دانش جمعی آن، ايجاد می کند. در نتيجه زمان شرايط مناسبی را برای به اشتراک گذاشتن سريع د

مقرر بين يادگيری و به کارگيری دانش در سراسر سازمان، کوتاه می شود. ھمچنين، سرمايه انسانی، از طريق 
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ن نکته فرايندھای کاری ھوشمند، سھل الوصول و ساختار يافته، مولّدتر خواھد شد. ھنگام ساختار دھی دانش، توجه به اي
مھم است که اطالعات چگونه و چرا به وسيله گروه ھای مختلف افراد بازيابی خواھد شد. سيستم ھای ذخيره مؤثر و 

  کاربردی دانش با عناصر زير طبقه بندی می شوند:
. مکان و روش ذخيره 5. کارکرد يا کاربرد اطالعات؛ 4. تخصص کاربر؛ 3. اھداف کاری؛ 2نيازھای يادگيری؛ . 1

  .عاتاطال
  ث)تفکر سيستمی

تفکر سيستمی يعنی استفاده از روش منظم در تحليل امور و اداره امور سازمان و توجه به تأثير عوامل سازمانی به 
يکديگر با تفکر کلی نگری، فعاليت ھای تجاری و به طور کلی ساير تالش ھای انسانی ھمگی سيستم ھستند. آن ھا 

محدود شده اند، فعاليت ھايی که معموالً نياز به سال ھا زمان دارند تا به طور کامل توسط فعاليت ھای مرتبط با يکديگر 
بر يکديگر اثر بگذارند. از آنجا که انسانھا خود نيز جزيی از اين مجموعه ھستند، برای پی بردن به الگوی تغيير با 

ه ای از دانش و ابزاری که طی دشواری مضاعفی مواجه می شوند. تفکر نظام گرا، يک چارچوب مفھومی است. پيکر
پنجاه سال گذشته توسعه داه شده است تا بتواند نمای کلی را شفاف تر نشان دھد و به انسانھا کمک کند تا بتوانند آن را به 

صورت مؤثری تغيير دھند. ھرسازمان در صورتی يادگيرنده خواھد بود که مديران آن شروع به تفکر در جھت 
می نمايند و اين شيوه را به عنوان ابزاری کارآمد در رفتار و تصميمات روزانه خود بکار گيرند شناسايی الگوھای سيست

و از اين طريق پرده برداری از رازھای پنھان مسائل و مشکالت را در خود ايجاد نمايند. منظور اصلی از آموختن 
دقيق تر ساختارھا و اھرم ھای ايجاد  الگوھای سيستمی آرايش مجدد ادراک است، به طوری که بتوان ھرچه بيشتر و

مشکالت و مسائل را درک کرد. ھر الگوی سيستمی ھمواره مواضعی را که اين اھرم ھا در آن مؤثر يا غيرمؤثر عمل 
می نمايند، نمايش می دھد. با وجود اين که ابزار مزبور جديد است، اما مفاھيم اساسی آن بسيار قابل فھم می باشد. 

بر روی کودکان و نوجوانان صورت گرفته است نشان می دھد که آنان تفکر سيستمی را بسيار سريع  آزمايش ھايی که
  فرا می گيرند.

  ج)رھبری مشارکتی
پيامد رھبری مشارکتی، داشتن احساس شراکت کارکنان در امور سازمان است. نتيجه چنين کوششی آن است که 

ز دارد و عالوه بر اين حضورشان در سازمان بسيارسودمند است. کارکنان احساس می کنند سازمان به وجود آنان نيا
آنان ھمچنين در می يابند که مديران نيز متقابالً کارکنان را ياری می دھند تا اھداف سازمان محقق شود. بنابراين بر 

به چنين وضعی، اساس چنين ديدگاھی، آنان با سھولت بيشتری نقش ھايی را در سازمان می پذيرند. پاسخ کارکنان نيز 
در واقع ھمان  پذيرش مسئوليت است. مبتنی بر اين ديدگاه، کارکنان به تھيه کاالی مرغوب دست می زنند نه برای آن 
که مديريت به آنھا دستور می دھد يا بازرس ممکن است کاستی کار آنھا را دريابد، بلکه آنان در وجود خود وظيفه و 
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حساس می کنند. تحقيقات پيرامون پويايی ھای گروھی بر اين نکته تأکيد دارند که تعھدی به فراھم آوردن کار مرغوب ا
مشارکت و دخيل شدن در امور، مورد عالقه بيشتر افراد بوده، توانايی بھبود عملکرد و ارائه راه حل ھای بھتری را 

می نمايد. اين تحقيقات در  برای مشکالت دارا می باشد و پذيرای تصميمات از جانب افراد مشارکت کننده را بيشتر
يافتند که چنين پويايی ھای گروھی، مقاومت در مقابل تغيير را کاھش، تعھد به سازمان را افزايش داده و سطح فشار 

  روانی را کم می نمايد.
  چ)توسعه شايستگی کارکنان

ل سنجش و قابل مشاھده که شايستگی در ادبيات منابع انسانی، مجموعه ای است از دانش، مھارت ھا و رفتار ھای قاب
امروزه مديريت کارکنان دانشگر و سازمان ھای يادگيرنده در موفقيت يک شغل يا پُست(ِسَمِت) سازمانی سھيم ھستند. 

کار ساده ای نيست. با اصول و قواعد سنتی نمی توان کارکنان دانش آفرين را مديريت کرد. الزم است اصول و مبانی 
شايستگان را آموخت و به کار گرفت. کسب مزيت رقابتی در گرو پرورش و مديريت منابع مديريت بر فرھيختگان و 

انسانی سازمان است. از طريق توليد دانش می توان سازمان را مبتنی بر دانش، ايجاد و سپس آن را توسعه داد. چرخه 
تمر شايستگيھای فردی و حيات شايستگی، مجموعه ای ازچھار مرحله کالن است که ھدف آن، ارتقاء و توسعه مس

سازمانی است. اين چھار مرحله کالن عبارتند از: ترسيم شايستگی، تشخيص شايستگی، توسعه شايستگی و نظارت بر 
  شايستگی.
عبارت از آماده کردن سازمان برای بازنگری بر کليه شايستگی ھای الزم بمنظور انجام  ترسيم شايستگی. - مرحله يکم

ه طرح تجاری سازمان، الزامات پروژه، نيازھای گروه و نيازھای نقش شغلی تعريف می اھدافش است که به وسيل
  شوند. سطح تخصص الزم برای ھر شغلی در اين مرحله به خوبی تعريف می شود.

به معنی نمونه ای از وضعيت موجود شايستگی و سطح تخصصی مشابھی است که  تشخيص شايستگی. -مرحله دوم
مھارت نيز در اين مرحله ضروری است تا شکاف بين تعداد و سطح  1ھستند. تحليل شکاف ھريک از کارکنان دارا

شايستگی ھايی کارکنان دارای آن ھستند در مقايسه با تعداد و سطح شايستگی ھای الزم برای سازمان با توجه به نقش 
  شغلی آنھا، تعريف شود.

ت ھا است. چنانچه تعداد و سطح تشخيص شايستگی ھايی عبارت از برنامه ريزی فعالي توسعه شايستگی. -مرحله سوم
  که کارکنان بايد داشته باشند، آنگاه می توان بر اساس دو مرحله قبلی و تجزيه تحليل شکاف، مھارت ھا را افزايش دھد.

يفه، يعنی ارزيابی مداوم نتايج تحقق يافته، به وسيله مرحله توسعه شايستگی (ن نظارت بر شايستگی. -مرحله چھارم
2001 ،124 -1.(  

  مديريت بحران
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در عصر جديد و در ھزاره سوم بحران ھا واقعيتی جدايی ناپذير از ماھيت درونی سازمان ھا شده اند. بحرانھا در واقع 
در اثر رخدادھا و عوامل طبيعی و غير طبيعی پديد می آيند و زيان و خسارت را به يک مجموعه يا جامعه انسانی 

ديريت بحران برای مواجھه با موقعيتھای غافلگير کننده و غير منتظره پيش از ھر چيزی نيازمند تحميل می کنند. م
تجربه، آمادگی، مھارت، سرعت عمل، ھوشمندی و خالّقيت است. مديريت بحران فرايند برنامه ريزی و عملکرد است 

برای کاھش اثرات بحران است. دانشمندان بر که با مشاھده منظّم بحرانھا و تجزيه تحليل آنھا در جستجوی يافتن ابزاری 
اين موضوع اتفاق نظر دارند که در ھنگام بحران بيشترين فشار بر مديران سازمان وارد می شود. از اين رو مديران 

، 1386خراسانی ، يار احمدی برای مواجھه مناسب با بحران نيازمند ايجاد آمادگی و پرورش قابليت ھای خود ھستند(
  ، بيان شده است.2از تعاريف مربوط به مديريت بحران در جدول ). برخی35

  . تعاريف بحران2جدول
  منبع  تعاريف بحران

بحران سازمانی، عبارت از رويدادی با درجه احتمال کم و تأثير گذاری زياد است که 
تھديدی برای بقای سازمان(ھا) است و ويژگی آن شامل ابھام در عوامل بوجود 

تأثير آن بر سازمان(ھا) و چگونگی مقابله با آن است. در اين شرايط آورنده، ميزان 
  تصميمات بايد به صورت فوری و سريع، اتخاذ گردد.

،  به 1،2006(پاراسکيواس
نقل از چارلبويس و واتسون، 

2009 ،4 -3(  

بحران عبارت از اتفاق برنامه ريزی نشده (اما نه الزاماً غير منتظره) که نياز به 
يمات استراتژيک و سريع  دارد. در اين شرايط تصميم نادرست می تواند اتخاذ تصم

  آسيب جّدی به سازمان(ھا) وارد کند.
 )10،  2،2010(جاکوز

) مديريت بحران را اين چنين تعريف نموده اند: "توانايی 1991( 4و رونالد 3گيگليوتی
سازمان برای مقابله سريع، کار آمد و اثربخش با يک موقعيت اضطراری با ھدف 
کاھش تھديد سالمت و روان افراد، از دست دادن داراييھای شرکت و کاھش تأثير 

  منفی بر عمليات عادی سازمان است".

 1991گيگليوتی و رونالد، (
و  5به نقل از فنگ

  )233، 1999ديگران
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  اجتماعی بودن –اقتصادی يا سازمانی  –طبقه بندی بحران ھا از لحاظ  داخلی يا خارجی و فنّی  
اجتماعی،  -اقتصادی و يا سازمانی –در يک طبقه بندی، ميتراف بحران ھا را از دو جنبه داخلی يا خارجی بودن و فنّی 

، آمده، مورد بررسی قرار داده است. اين مدل از لحاظ اين که متعلق به ھيچ يک از نويسندگان به 1مانند آنچه در نگاره 
) معتقد است که مدل سه مرحله ای بر بسياری از مدل ھای مديريت 1999( 1تنھايی نيست، منحصر به فرد است. کومبز
قبل از ، تشکيل شده است. مرحله پس از بحرانو  حين بحران، قبل از بحرانبحران انطباق دارد. اين مدل از سه مرحله 

سازماندھی، ايجاد  شامل شناسايی تمامی اقدامات برای جلو گيری از بحران است و در بر گيرنده برنامه ريزی، بحران
حين تيم بحران، تدوين برنامه بحران و تمامی اقداماتی که برای جلو گيری از بحران موردنياز است، می باشد. مرحله 

مربوط به گامھايی برای پاسخ و مقابله با بحران است، اين مرحله شامل شناسايی و تشخيص بحران، گرد آوری  بحران
نيز از زمان رفع بحران و حل مسأله  پس از بحرانه حل و اتخاذ تصميم می باشد، مرحله داده ھا، تحليل داده ھا و ارائ

شروع می شود و شامل اطمينان از رفع بحران، اطمينان از امنيت سازمان و يادگيری از رويداد به منظور جلوگيری از 
  ).136، 1999، (کومبز، 2رخ دادن مجدد آن می باشد، نگاره 

 
  اقتصادی خارجی -بحران ھای فنّی  اقتصادی داخلی -بحران ھای فنّی

  کاھش ميزان محصوالت يا خدمات؛ -
بروز نواقص يا سوانح صنعتی در محيط  -

  کار؛
  خراب شدن رايانه ھا و دستگاه ھا؛ -
  نارسايی در سيستم ھای اطالعات مديريت؛ -
  ورشکستگی مالی؛  -

  استھالک منابع فنی و اطالعاتی.

  دولتی و بين المللی؛بحران ھای ملی،  -
  بروز سوانح طبيعی؛  -
  تخريب گسترده محيط؛ -
  خراب شدن سيستم ھای بزرگ؛ -
  ورشکستگی سازمانھای مادر؛ -
  ظھور فناوری ھای جديد بازار. -

  :اجتماعی خارجی -بحران ھای سازمانی  اجتماعی داخلی: -بحران ھای سازمانی
  تغيير؛قصور در انطباق با  -
تخريب عمدی دستگاه ھا و رايانه ھا توسط  -

  کارکنان؛
شايعه سازی، تھمت زدن و شوخی ھای  -

  تعميم نمادين؛ -
  تخريب عمدی سيستم ھای توسط نيروھای خارجی؛  -
  سازی و تھمت زدن به سازمان؛شايعه  -
گروگانگيری مديران سازمان و اخذ رشوه از سازمان  -
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  رکيک در سازمان؛
اخذ رشوه توسط کارکنان برای ارئه خدمات  -

  و محصوالت؛
  ارتکاب فعاليتھای غير قانونی. -

  توسط عوامل ذی نفوذ محيطی؛
  جعل محصوالت توسط رقبا؛ -
اعتصاب، تحريم و آدمکشی برای اخذ امتيازات غير  -

  قانونی.
 مد

)21، 1386(رضوانی، ). طبقه بندی بحرانھا از ديدگاه ميتراف، منبع: 1نگاره(  

 
  )51، 2006): مدل سه مرحله ای مديريت بحران، منبع: (بودراکس، 2نگاره(

) ترسيم شده 3سازمانی" و "مديريت بحران"، مدل مفھومی تحقيق به شرح نگاره(با در نظرگرفتن متغيرھای "يادگيری 
 است.

  
): مدل مفھومی تحقيق3نگاره(  

  ھاي تحقيق فرضيه
  فرضيه ھای اين تحقيق در قالب يک فرضيه اصلی و ھفت فرضيه فرعی به شرح زير، تنظيم شده است.

 فرضيه اصلی
مؤثر است.  ،سرخس-شرکت بھره برداری نفت و گاز شرق يادگيری سازمانی بر مديريت بحران در  

 فرضيه ھای فرعی
 چشم انداز مشترک بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی يکم:
 فرھنگ سازمانی بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی دوم:

 کار و يادگيری تيمی بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی سوم:
 اشتراک دانش بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی چھارم:

 تفکر سيستمی بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی پنجم:
 رھبری مشارکتی بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی ششم:
  توسعه شايستگی کارکنان بر مديريت بحران در سازمان مورد مطالعه، مؤثر است. فرعی ھفتم:

مرحله   پس مرحله  حين  مرحله پيش از 

تجربه و دانشی که می توان  از  وقوع 
( گ ا ) آ ا

 چشم انداز مشترک

 فرهنگ سازمانی

کار و يادگيری 
ت

 اشتراک دانش

 تفکر سيستمی

 رهبری مشارکتی

توسعه شايستگی 
کارکنان

ياد گيری 
 سازمانی

 مديريت بحران

متغير 
ت ا

متغير مستقل و  مؤلفه 
آ ا

 خارجیداخلی
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  1روش شناسی تحقيق -3

تحقيق حاضر از نظر ھدف، تحقيقی از نوع کاربردی و از نظر گردآوری داده ھا و روش تجزيه و تحليل، تحقيقی 
ژوھش در يک سازمان واقعی انجام گرفته و پيمايشی، و از نوع توصيفی و جزو شاخه ھمبستگی است. از آنجا که اين پ

در مدت اجرای پژوھش، داده ھا نيز بدون ھيچگونه مداخله ای از سوی محققان از نمونه آماری جمع آوری شده، لذا اين 
 پژوھش در زمره مطالعات ميدانی قرار می گيرد. 

کتابخانه ای و از ابزار پرسشنامه برای برای جمع آوری داده ھا و اطالعات مربوط به مبانی نظری تحقيق از روش 
ھای ميدانی از نمونه آماری، استفاده شد. برای سنجش متغير مستقل(يادگيری سازمانی و مؤلفه ھای آن) آوری دادهجمع

) و برای سنجش 1389)، تيمورنژاد و صريحی اسفستانی(1389از پرسشنامه نيفه؛ استفاده شده بوسيله خانعلی زاده(
) بھره 1389)،  استفاده شده به وسيله ودادی و ھمکاران(1999ه(مديريت بحران) از پرسشنامه کومبز(متغير وابست

تا «، »کم «، »خيلی کم«ی ليکرت شامل: ا نقطه 5روش نمره دھی معيارھای بکار رفته با استفاده از طيف برداری شد. 
با استفاده از نظرات خبرگان و کارشناسان و ھمچنين روايی پرسشنامه  بوده است.» خيلی زياد«، »زياد«، »حدودی 

برای سنجش پايايی پرسشنامه ھا به روش پايلوت، از آلفای کرونباخ استفاده گرديده است. ميزان آلفای کرونباخ برای 
به دست آمد که نشان از اعتماد و به عبارتی  85/0و برای پرسشنامه مديريت بحران  93/0پرسشنامه يادگيری سازمانی 

  گر پايايی باالی پرسشنامه ھا است. بيان
باتوجه به ھدف پژوھش که پرداختن به سنجش تأثير يادگيری سازمانی بر مديريت بحران شرکت بھره برداری نفت و 

گاز شرق است، لذا جامعه آماری تحقيق شامل کليه مديران و کارشناسان شرکت بھره برداری نفت و گاز شرق واقع در 
با توجه به مسئوليت و اختياراتی که در زمينه نظارت بر چگونگی توزيع و پخش فراورده ھای  سرخس است. اين افراد

نفتی وگازی در پنج استان شمالی و شرقی و ھمچنين نظارت بر اجرای دستورالعمل ھا و برنامه ھای اجرايی بحران را 
ی بحران شرکت ھستند، به عنوان جامعه بر عھده دارند و نظر به اينکه برخی از اين افراد عضو گروھھا و کميته ھا

نفر بود. تعداد اعضای جامعه  963آماری اين پژوھش در نظر گرفته شده اند و تعداد آنان در زمان اجرای تحقيق 
آمده است. بر اساس روش برآورد  آماری با مراجعه به دفتر شرکت و سؤال از بخش منابع انسانی اين شرکت به دست

  نفر به عنوان نمونه آماری، برآورد گرديد. 273د(موسوم به فرمول کوکران) تعداد نمونه از جامعه محدو
  ھای تحقيقيافته -4

 داده ھای تحقيق در دو بخش توصيفی و استنباطی به شرح زير مورد تجزيه و تحليل قرار گرفته است.
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1 . research methodology 
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ی تحقيقھا مؤلفه. وضعيت  توصيفی متغيرھا و 5جدول  

معيارانحراف  ميانگين متغيرھا  

56/2 چشم انداز مشترك  569/0  

58/2 فرھنگ سازماني  609/0  

14/3 يادگيري تيمي  734/0  

65/2 اشتراك دانش  674/0  

65/2 تفكر سيستمي  632/0  
84/2 رھبري مشاركتي  803/0  
68/2 توسعه شايستگي كاركنان  751/0  
58/2 يادگيري سازماني  609/0  

مديريت بحران و ميانگين متغير يادگيری سازمانی در وضعيت مناسبی قرار ندارد. از ميانگين نمرات مؤلفه ھای متغير 
و مؤلفه 734/0) با انحراف معيار 14/3بين مؤلفه ھای مديريت بحران، مؤلفه يادگيری تيمی دارای بيشترين ميانگين(

با  58/2ن يادگيری سازمانی است. ميانگي569/0) با انحراف معايار 56/2چشم انداز مشترک دارای کمترين ميانگين(
 است، که از وضعيت مناسبی برخوردار نيست. 609/0انحراف معيار 

. نشان داده 6ضريب ھمبستگی پيرسون بين متغير مديريت بحران و مؤلفه ھای آن با متغير يادگيری سازمانی در جدول
نشان می دھدکه ميان "يادگيری سازمانی" (و مؤلفه ھای آن) به عنوان متغير مستقل با  6 شده است. مندرجات جدول

  متغير "مديريت بحران" به عنوان متغير وابسته، رابطه معناداري وجود دارد. 
  ضريب ھمبستگی بين متغيرھای تحقيق و مؤلفه ھای آنھا-. نتايج آزمون پيرسون6جدول
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 متغيرھای تحقيق
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    - - - - - 1 مديريت بحران

 چشم انداز مشترك
**700/

0 
1 - - - -    

 فرھنگ سازماني
**722/

0 

**870/
0 

1 - - -    

 يادگيري تيمي
**606/

0 

**512/
0 

**527/
0 

1 - -    

 اشتراك دانش
**739/

0 

**638/
0 

**653/
0 

**678/
0 

1 -    

 تفكر سيستمي
**655/

0 

**603/
0 

**658/
0 

**567/
0 

**684/
0 

1    

 رھبري مشاركتي
**650/

0 

**540/
0 

**603/
0 

**447/
0 

**686/
0 

**536/
0 

1   

توسعه شايستگي 
 كاركنان

**641/
0 

**502/
0 

**544/
0 

**559/
0 

**724/
0 

**565/
0 

**592/
0 

1  

 يادگيري سازماني
**632/

0 

**707/
0 

**699/
0 

**669/
0 

**748/
0 

**611/
0 

**458/
0 

**

695/
0 

1 

    P<.01**    و n=273 
، که نشان دھنده وجود رابطه معنادار ميان 6با در نظرگرفتن ضرايب ھمبستگی به دست آمده از آزمون پيرسون جدول

توان فرضيه ھای تحقيق را مورد سنجش قرار داد.  یممتغير مستقل(و مؤلفه ھای آن) با متغير وابسته است، بنابراين 
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د ھمبستگي، حال بايد به بررسي رابطه خطي ميان براي اجراي آزمون فرضيه ھای تحقيق، پس از احراز وجو
پرداخت. در صورت وجود رابطه خطي از  ANOVA1متغيرمستقل(و مؤلفه ھای آن) با متغير وابسته به وسيله آزمون 

- تري از مدل داشته باشد استفاده ميرگرسيون خطي و در غير اين صورت از ديگر مدلھاي رگرسيون كه برآورد دقيق
  شود.

 مشترك، فرھنگ انداز يادگيری سازمانی(متغير مستقل) شامل: چشممؤلفه ھای براي  ANOVAخروجی نتايج آزمون 
و  7كاركنان در جدول شايستگي مشاركتي و توسعه سيستمي، رھبري دانش، تفكر تيمي، اشتراك سازماني، يادگيري

  ، نشان داده شده است.8مديريت بحران در جدول
  ANOVA. نتايج آزمون 7جدول

  نتيجه F Sigآماره   مدل
  رابطه خطي  000/0  78/84  رگرسيون خطي

  ANOVA. نتايج آزمون 8جدول

  نتيجه F Sig آماره  مدل
  رابطه خطي  000/0  03/182  رگرسيون خطي

 فرض تأييد براي کافي شواھد و بوده كمتر  α=05/0 مقدار از آمده بدست داري معني سطح مقدار به دليل اينکه
- مي تأييد آن (H1)مقابل فرض و شودمي رد صفر فرض ،%95 اطمينان سطح در بنابراين ندارد، وجود (H0)صفر
  .بنابراين براي بررسي فرضيه ھای تحقيق، می توان از آزمون رگرسيون خطي استفاده کرد. گردد

چندگانه به بررسي پس از کسب اطمينان از وجود رابطه خطی بين متغيرھای تحقيق،  با استفاده از رگرسيون خطي 
فرضيات تحقيق پرداخته شد، بدين ترتيب كه بصورت ھمزمان تأثير متغير مستقل(يادگيری سازمانی) و ھر يک از 

مؤلفه ھاي آن بر متغير وابسته(مديريت بحران)، سنجيده شد. نتايج آزمون فرضيه ھای تحقيق، مبتنی بر روش 
چوب کلی و شکل رياضي ھمه فرضيه ھای تحقيق ھمانند نشان داده شده است. چار 9رگرسيون خطی، در جدول

  ) است:1رابطه(
  

  ):1رابطه(
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1 analyze of variance 

 بر(و مؤلفه های آن) سازماني يادگيري
:H0انتأثا β= 0

H1 : β≠0  بر (و مؤلفه های آن) سازماني يادگيري
اتأثا
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  ھای تحقيق . نتيجه آزمون فرضيه9جدول شماره

شماره فرضيه عنوان فرضيه ضريب ھمبستگي .sig نتيجه آزمون

010/0 تأييد فرضيه  182/0  فرعی اول چشم انداز مشترک بر مديريت بحران مؤثر است. 

033/0 تأييد فرضيه  162/0  فرعی دوم فرھنگ سازمانی بر مديريت بحران مؤثر است. 

 تأييد فرضيه
021/0  

112/0 تيمی بر مديريت بحران مؤثر کار و يادگيری  

است.
 فرعی سوم

009/0 تأييد فرضيه  177/0  فرعی چھارم اشتراک دانش بر مديريت بحران مؤثر است. 

048/0 تأييد فرضيه  102/0  فرعی پنجم تفکر سيستمی بر مديريت بحران مؤثر است. 

002/0 تأييد فرضيه  156/0 ششم فرعی رھبری مشارکتی بر مديريت بحران مؤثر است.   

 تأييد فرضيه
019/0  

121/0 توسعه شايستگی کار کنان بر مديريت بحران  

مؤثر است.
 فرعی ھفتم

000/0 تأييد فرضيه  632/0  فرضيه اصلی يادگيری سازمانی بر مديريت بحران مؤثر است. 

فرضيه ھای فرعی تحقيق با سطح معناداری نسبتاً بااليی پذيرفته شده اند.  نتايج آزمون رگرسيون خطی نشان می دھد که
به عبارت ديگر متغير"يادگيری سازمانی" و مؤلفه ھای آن شامل(چشم انداز مشترک، فرھنگ سازمانی، کار و 
"مديريت  يادگيری تيمی، اشتراک دانش، تفکر سيستمی، رھبری مشارکتی، توسعه شايستگی کارکنان) جملگی بر متغير

داري بدست آمده از مقدار خطا  شود مقدار سطح معنيمي مالحظه 10ھمان طور كه در جدولبحران" تأثير گذار ھستند. 
05/0=α   كمتر بوده و شواھد کافي براي تأييد فرض صفر(H0)  فرض 95وجود ندارد، بنابراين در سطح اطمينان ،%

سازماني و مؤلفه ھای آن" بر  "يادگيريمتغيرگردند، يعني تأييد مي  (H1)شوند و فرض ھای مقابلھای صفر رد مي
  دارند.  ريتأثبحران"  متغير"مديريت

. نتايج آزمون رگرسيون خطی برای مؤلفه ھای متغير مستقل با متغير وابسته10جدول  
مؤلفه ھای متغير 
 مستقل

 نتيجه آزمون .T   Sigآماره  Std. Error β متغير وابسته

انداز مشترکچشم  072/0 مديريت بحران   182/0  58/2  010/0  تأثير دارد. 
072/0 مديريت بحران فرھنگ سازمانی  162/0  13/2  033/0  تأثير دارد. 
038/0 مديريت بحران کار و يادگيری تيمی  112/0  32/2  021/0  تأثير دارد. 
058/0 مديريت بحران اشتراک دانش  177/0  64/2  009/0  تأثير دارد. 
047/0 مديريت بحران تفکر سيستمی  102/0  98/1  048/0  تأثير دارد. 
036/0 مديريت بحران رھبری مشارکتی  156/0  13/3  002/0  تأثير دارد. 
039/0 مديريت بحران توسعه و شايستگی...  121/0  36/2  019/0   .تأثير دارد 

می باشد و بيانگر آن است  632/0نيز   βو مقدار  399/0عبارت از   R2مقدار عددی ضريب تعيين يادگيری سازمانی
که مدل تحقيق از برازش نسبتاً خوبی برخوردار است. نتيجه آزمون فرضيه اصلی به روش رگرسيون خطی در 

  نيز مثبت است.  ريتأثباشد، لذا نوع مي =β+632/0از آنجا كه مقدار  نشان داده شده است. 11جدول
يه اصلی. نتايج آزمون رگرسيون برای فرض11جدول  

 نتيجه  .T  Sigآماره  Std. Error βR2  متغير وابسته  متغير مستقل

  066/0  مديريت بحران  يادگيری سازمانی
632/

0  
  ير دارد.تأث  000/0  49/13  399/0

 
است، بنابراين فرض > sig 05/0 به دست آمده است و از آنجايي كه sig= 000/0مقدار  10با توجه به جدول

ھا را توان آنی يکسانی ندارند، لذا ميھا رتبه سازماني يادگيري ھايتوان گفت که مؤلفه یمشود و  ینمتأييد  (H0)صفر
  بندي كرد. اولويت

. نتايج آزمون فريدمن 12جدول شماره   

 نتيجه Sig درجه آزادي كاي دو نمونه

273 36/319  6 000/0  رتبه بندی ممکن است 
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مستقل تحقيق(يادگيری سازمانی) از آزمون رتبه بندی فريدمن استفاده شد، ترتيب به منظور رتبه بندی مؤلفه ھای متغير 
  ، نشان داده شده است..13ھا بر اساس آزمون فريدمن در جدولاولويت مولفه

  
. رتبه بندی مؤلفه ھای متغير يادگيری سازمانی بر اساس آزمون فريدمن13جدول  

سازماني يادگيري ھايمولفه رتبه ميانگين  يتاولو   
62/5 يادگيري تيمي  1 
32/4 رھبري مشاركتي  2 
72/3 تفكر سيستمي  3 
68/3 توسعه شايستگي كاركنان  4 
64/3 اشتراک دانش  5 
52/3 فرھنگ سازمانی  6 
50/3 چشم انداز مشترک  7 

بھترين  ) و در نتيجه62/5با ميانگين  1، مؤلفه يادگيری تيمی دارای باالترين رتبه( 13بر اساس مندرجات جدول
وضعيت را در بين مؤلفه ھای يادگيری سازمانی در سازمان را به خود اختصاص داده است. وجود روحيه يادگيری 

تيمی می تواند نقطه قوتی برای سازمان در اداره کردن مديريت بحران بشمار رود. مؤلفه چشم انداز مشترکپايين ترين 
صاص داده است. اين امر بيانگر آن است که در وضعيت موجود، )  را به خود اخت50/3و ميانگين 7رتبه(با رتبه 

سازمان ھنوز نتوانسته است در بين کارکنان چشم انداز مشترک را در حد مطلوب فراھم نمايد تا بتواند در مواجه با 
  مسائل و مشکالت سازمانی از جمله"مديريت بحران" از اين ويژگی در حد مطلوب برخوردار گردد.

  ری و پيشنھادھانتيجه گي -5
ھدف از انجام اين تحقيق، سنجش تأثير "يادگيری سازمانی" بر "مديريت بحران" در شرکت بھره برداری نفت و گاز 

سرخس بود. از يافته ھای مربوط به وضعيت موجود ابعاد يادگيری سازمانی و مديريت بحران در شرکت مورد –شرق
وضعيت مؤلفه ھای يادگيری سازمانی می تواند موجب نامطلوب بودن مطالعه، می توان نتيجه گرفت که مطلوب نبودن 

"مديريت بحران" در شرکت مذکور شود.  ھرچه مؤلفه ھای يادگيری سازمانی در سطح مطلوب تری ارزيابی شوند، 
يجه به دست آنگاه می توان انتظار داشت که تأثيرآنھا بر "مديريت بحران" بيشتر و تأثيرگذاری نيز از نوع مثبت باشد. نت

% يادگيری سازمانی و 95آمده از آزمون فرضيه ھای فرعی و فرضيه اصلی تحقيق بيانگر آن است که با اطمينان 
مؤلفه ھای ھفتگانه آن بر مديريت بحران تأثير دارند. با توجه به نتايج آزمون فرضيه ھا، به مديران شرکت مذکور که 

و نيز بھبود وضعيت "مديريت بحران" را در شرکت مورد مطالعه رصد در صدد ارتقاء سطح يادگيری سازمانی ھستند 
می کنند، پيشنھاد می شود به لحاظ  اھتمامی که در بين کارکنان در مورد "يادگيری سازمانی ومؤلفه ھای آن"  وجود 

ستفاده کنند. با توجه دارد و اين مؤلفه ھا بر مديريت بحران تأثير دارند از اين نقطه قوت در جھت بھبود مديريت بحران ا
به يافته ھای تحقيق، از بين مؤلفه ھای يادگيری سازمانی، يادگيری تيمی بيشترين تأثير و چشم انداز مشترک نيز کمترين 

تأثير را بر مديريت بحران نشان داد. به استناد اين نتيجه به مديران شرکت مذکور پيشھاد می شود تا با استفاده از نقاط 
قاط ضعف به مديريت بحران مؤثر در شرکت خود بپردازند. از طرفی ضمن اھتمام در جھت حفظ و قوت و بھبود ن

ارتقاء سطح يادگيری سازمانی، برای بھبود و افزايش ساير مؤلفه ھای يادگيری سازمانی که می توانند در مديريت 
  بحران شرکت مؤثر باشند، اھتمام ورزند.  

محققان در اجرای تحقيق با مطالبی آشنا شدند که پرداختن به آنھا در اين تحقيق نمی گنجيد، لذا پيشنھاد می شود محققان 
  آتی در تحقيقات بعدی به انجام چنين پژوھشھايی با عنوان ھای زير مبادرت ورزند: 

 مور نفت، گاز و پتروشيمی.) شناسايی عوامل مؤثر بر اثر بخشی مديريت بحران در سازمانھای متولی االف
) بررسی تأثير متغير ھای ساختاری شامل پيچيدگی، تمرکز و رسميت بر مديريت بحران در سازمانھای متولی امور ب

 نفت، گاز و پتروشيمی .
 ) بررسی تأثير فرھنگ سازمانی بر مديريت بحران در سازمانھای متولی امور نفت، گاز و پتروشيمی.پ
 ری اطالعات بر مديريت بحران در سازمانھای متولی امور نفت، گاز و پتروشيمی .) بررسی نقش فن آوت
) بررسی تأثير سيستم ھای اطالعاتی مديريت در اثر بخشی مديريت بحران در سازمانھای متولی امور نفت، گاز و ث

 پتروشيمی .
  مقايسه نتايج به دست آمده از اين تحقيق.) انجام تحقيقاتی مشابه اين تحقيق در ساير واحدھای فرعی شرکت نفت و ج

چ)بررسی تأثير مدل ھای ديگری از يادگيری سازمانی بر مديريت بحران در سازمانھای متولی امور نفت، گاز و 
 پتروشيمی.

  محققان در انجام اين تحقيق با محدوديت ھايی مواجه بوده اند که بطور اختصار به برخی از آنھا اشاره می شود: 
شدن ء از افشااحتمالی حتمال درج پاسخ ھاي نادرست در پرسشنامه ھا از سوي برخي كاركنان به علت ترس ا) الف

از جمله محدوديت ھای اين تحقيق است. ھنگام تحليل پرسشنامه ھای جمع آوری شده،  در پرسشنامه پاسخ ھای داده شده
 توان اشاره کرد . به اين گونه خطاھا نمی SPSSبه استثنای وجود خطا در نرم افزار 
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) بی عالقگی، کم عالقگی و ھمچنين ھمکاری نکردن بعضی از کارکنان نسبت به اين گونه تحقيقات و نتايج به دست ب
آمده از آن و يا بھانه نداشتن وقت برای تکميل پرسشنامه ھا از جمله محدوديت ھای اين تحقيق بشمار می رود. با توجه 

توزيع شده بين نمونه آماری بيشتر از تعداد نمونه بوده است، اما با اين اوصاف تعداد به اينکه تعداد پرسشنامه ھای 
پرسشنامه ھای جمع آوری شده، در مرحله اول از حد مورد انتظار کمتر بود . برای دست يافتن به تعداد نمونه مورد 

سشنامه ھای تکميل شده، به حد انتظار تحقيق از راھھای مختلف از جمله مراجعات مکرر برای جمع آوری تعداد پر
 مورد انتظار نزديک شد.

) نبود منابع علمی در زمينه "مديريت بحران" اعم از فارسی و زبانھای ديگر از جمله محدوديتھای اين تحقيق بوده پ
  است. 
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Abstract 

This paper has been devoted to the effects of proper selection of employees on the 
development effectiveness in Refah chain stories in Qazvin province (Iran). For this purpose, 
proper selection of employees is defined based on recruitment of Refah chain stories criteria 
and development effectiveness based on order in chaos theory (turton and klaplan, 1996). 
Statistical population of this study is the employees of chain stories that are 117 persons. 
Number of statistical samples is calculated by kokera formula. Method of sampling is 
stratified random Sampling. The information is gathered by Questionnaire and stability of it 
for the questions of proper selection of employees and development effectiveness are 
confirmed with validity of 92% and 94%, respectively. Pierson and two variables regression 
tests are used for research hypotheses test. The result of this study shows proper selection of 
employees result in development effectiveness in Refah chain store. 
 
Key words: Proper selection of employees, Effectiveness, Financial pivot, Job satisfaction 
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 چکيده
اين تحقيق بررسی تاثير انتخاب صحيح کارکنان بر توسعه اثر بخشی در فروشگا ه زنجيره ای رفاه استان قزوين  

(ايران) می باشد برای اين منظور انتخلب صحيح کارکنان بر اساس معيارھای جذب نيروی انسانی فروشگاه ھای 
تعريف شده است .  1996تور تون و کالپالن  زنجيره ای رفاه و توسعه اثر بخشی بر اساس نظريه نظم در اشفتگی

نفر است. حجم نمونه آماری با  117جامعه آماری اين تحقيق کارکنان فروشگاه مورد مطالعه می باشد که تعداد آنھا 
استفاده از فرمول کوکران برآورد شده است روش نمونه گيری به صورت تصادفی طبقه ای می باشد اطالعات با 

پرسشنامه جمع آوری گرديده است ، پايايی پرسشنامه توسط آزمون القای کونباخ برای سوالھای انتخاب  استفاده از ابزار
% مورد تاييد قرار گرفته است برای 94% و92صحيح کارکنان و توسعه اثر بخشی پرسشنامه به ترتيب با اعتبار  

اده گرديده است نتايج حاصله بيانگر آن آزمون فرضيه ھای پزوھش از آزمونھای پيرسون و رگرسيون دو متغيره استف
  است که انتخاب صحيح کارکنان موجب توسعه اثر بخشی در فروشگاه زنجيره ای رفاه می گردد.



The Effect of Proper Selection of Employees on Effectiveness  
Development in Refah Chain Stores 

Page 471 of Volume 2 
 

  انتخاب صحيح کارکنان، اثربخشی، محور مالی، رضايت شغل، رضايت مشتری، توسعه و رشدکلمات کليدی: 
 

  مقدمه -1
ای درست می شود و رفتارھا تابعی از انگيزه ھای نا محدود در محيط کار انتخاب صحيح کارکنان موجب ارائه رفتارھ

بين انتخاب صحيح کارکنان و توسعه اثر بخشی ارتباط وجود ). 8، 1385است و موجب اثر بخشی می گردد.(ابطحی، 
ميگردند و به حصول دارد و کارکنانی که با معيارھای درست انتخاب شده باشند موجب اثر بخشی سازمانی و توسعه آن 

محورھای اثر بخشی سازمانی عبارتند از محور مالی و مستندات ). 24، 1390(سعادت،  اھداف سازمان کمک می کنند
مديريتی آن ، محور رضايت شغلی ، محور رضايت مشتری و محور توسعه و رشد که نشاندھنده يک الگوی مديريت 

  )7(قدمی ،تحوالداری ،. اثر بخشی می باشد
خاب صحيح کارکنان بر اساس تخصص وتجربه اثر بخشی سازمانی را به ارمغان می آورد و موجب رشد و توسعه انت

واثر بخشی می گردد و بی توجھی به عوامل موثر در انتخاب صحيح کارکنان موجب کاھش بھره وری . کارآيی در 
به موجب رضايت کارکنان و مشتريان سازمان می گردد ، از اين نظر انتخاب صحيح کارکنان از نظر تخصص و تجر

می گردد و محورھای مالی توسعه در رشد را تحت تاثير قرار می دھد تا از حيث منابع انسانی دارای ارزش 
اثر بخشی را می توان از بعد سازمانی و آموزشی مورد بررسی قرار دادو ). 5، 1377(درويش ، فرھنگ و تمدن .باشد

نمود و عوامل موثر بر شاخصھای اثر بخشی عبارتند از نفوذ مديريت عامل سازمان، شاخصھای آن را می توان بيان 
قابل سنجش بودن ھدف و شرايط محيطی که اين عوامل به نوبه خود می توانند تاثير قابل توجھی داشته باشند(محمد زاده 

  )23، 1374، مديريتتوسعه و تحول سازمانی ،
  ادبيات تحقيق -2

بخش انتخاب صحيح کارکنان، توسعه اثر بخش و گزيده ای از پيشينه تحقيقات گذشته بيان گرديده ادبيات تحقيق در سه 
  است که به شرح زير مورد بررسی قرار می گيرد.

امروزه انتخاب صحيح کارکنان يک عامل بسيار اساسی بشمار می رود که در اثر بخشی  . انتخاب صحيح کارکنان:1-2
يی سازمان را افزايش می دھد و ميزان حصول ھدف را باال می برد.(ابطحی ،منابع سازمانی موثر است يعنی کارآ

  )1385،27انسانی 
انتخاب صحيح کارکنان از اھميت زيادی برخوردار است ، زيرا انتخاب غلط يا نا بجا ، يعنی انتخاب کسانی که توانايی 

را ترک می کنند ، ھزينه ھای سنگين به سازمان  و شايستگی انجام کار را ندارند يا کسانی که بعد از مدتی سازمان
تحميل می کنند تصميم گيری درباره انتخاب افراد می تواند به چھار نتيجه منجر گردد ھمانطور که شکل زيرمشاھده می 

 شود تصميم گيری در دو حالت صحيح و در دو حالت غلط است.
 
 

 تصميم گيری در مورد انتخاب صحيح کارکنان 1نمودار
  
  
  

رد فرد                                                                                                           
  انتخاب فرد 

  تصميم صحيح 
 (درست انتخاب شده)

  تصميم غلط
 (نبايد رد می شد)

  تصميم غلط 
 نبايد انتخاب می شد)

  تصميم صحيح
 رد شده)(درست 

 
چنانچه در طی فرآيند انتخاب به اين نتيجه برسيم که فرد می تواند کارمند خوبی باشد (يعنی پيش بينی نماييم که اگر فرد 
انتخاب و استخدام شود می تواند  در انجام کار محول موفق شود و با شايستگی از عھده آن برآيد)و اگر بعد از انتخاب و 

؛ کارمند خوبی باشد تصميم گيری ما صحيح بوده است ھمچنين اگر به درستی پيش بينی اشتغال در سازمان در عمل 
کنيم که فرد کارمند خوبی نخواھد بود واو را نپذيريم باز تصميم گيری ما صحيح بوده است انتخاب و استخدام کسانی که 

مشکالت زيادی برای سازمان به وجود شايستگی الزم را ندارندو يا رد کردن و نپذيرفتن افراد واجد شرايط می تواند 
  )90،120،121آورد(سعادت ، مديريت منابع انسانی ،

گستره وظايف مديريت نيروی انسانی از فعاليت ھای که صرفا کارمند يابی و استخدام افراد منجر می شود بيشتر است . 
اھنمايی کارکنان ، برای حرکت آنان از در فراگير مديريت نيروی انسانی پس از پيش بينی ، کارمند يابی ، انتخاب و ر

طريق ارتقاء گردش شغلی ( انتقال )، وخروج از سازمان تدابيری انديشيده می شود . گاھی ارزش افراد برای سازمان ، 
به مرور زمان افزايش می يابد و گاھی نيز به دليل ناتوانی يا اھمال افراد در انطباق با تحوالت محيطی ، کاھش می يابد 

 تصميم گيری درباره فرد  
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ازمان بايد ذخيره ای از نيرو ھای انسانی را در دسترس داشته باشد تا بتواند از ميان آنھا کارکنان توانمند تری را . س
انتخاب کند . سازمان بايد ابتدا تعداد کارکنانی که بايد استخدام شوند و نوع مھارتھای مورد نياز خود را پيش بينی کند . 

وقت به اين نيروھا نياز خواھد داشت . داو طلبان استخدام را می توان از طريق ھمچنين سازمان بايد معين کند که چه 
درج آگھی در رسانه ھا و مراجعه به موسسات کاريابی و مراکز آموزشی شناسايی کرد . پس از کارمند يابی برای 

انتخاب کرد ، انتخاب مستلزم منصبھای خالی ، بايد افرادی را که بھتر می توانند نيازھای سازمان را بر آورده سازند ، 
تصميم گيری دشواری است ، زيرا ھر يک از انسانھا،شخصيتی منحصربه فرددارند.(رضائيان،مبانی سازمان ومديريت 

  )395و 394، 1380
کارمند يابی شناسايی و انتخاب بھترين و شايسته ترين افراد برای استخدام است . ولی بايد توجه داشت که سازمان 

ھميشه در نيل به اين ھدف موفق نيست . و عوامل موثر در آن عبارتند از : الف) عوامل محيطی شامل ( عوامل 
  قررات ) اقتصادی ) عوامل اجتماعی ، عوامل تکنولوژيک و قوانين و م

ب) عوامل سازمانی شامل ( شھرت ، جذابيت شغل و خط مشی ھای سازمان ، دخالت اتحاديه ھا و ھزينه کارمند يابی ) 
 .) 92،  1388( حسن پور و عباسی ، مديريت منابع انسانی 

ا درجه و اثر بخشی يکی از مباحث عمده در بحث اثر بخشی است . در فرھنگ ، مديريت اثر بخشی ر . اثربخشی:2-2
ميزان رسيدن به ھدف پيش بينی شده در نتيجه يک اقدام و يا فعاليت و يا ميزان دستيابی مدير به بازده مورد نيازشغلی 

مفھوم اثر بخشی درجه و ميزان ميل به اھداف تعيين شده است به . (Rickard, Scott 1981, p.71)تعريف کرده اند .
ه ميزان از تالشھای انجام شده نتايج مورد نظر را حاصل نموده است و مفھوم بيان ديگر اثر بخشی نشان می دھد که چ

آن بسيار عميق بوده و شاخص ھای مختلفی برای سنجش آن وجود دارد بر اساس تحقيق کامرون و وتن يک تعريف 
بخشی اثر ). kameron&wotton,1984,p.35( واضح و روشن برای اثر بخشی نه وجود دارد و نه قابل قبول است

به عنوان حدی است که ھر سازمان در قالب يک سيستم به اھداف خود بدون استفاده غير الزم از منابع و نيز بدون وارد 
کردن فشار نه به جا به اعضايش دست می يابد . تعريف می کند تحت عنوان يک معيار اثر بخشی آن ھا نه فقط به بھره 

 polusو عدم وجود تنش ھای درون سازمانی تاکيد دارند (وری بلکه ھمچنين بر انعطاف پذيری سازمان 
&Baum,1991,p.46 .( اثر بخشی به معنی انجام کارھای درست می باشد و اثر بخشی را می توان در قالب توانايی

اثر بخشی سازمان را می . )piter   Daker,1985.p.17(تعيين ھدف مناسب جھت ميل به اھداف سازمانی بيان نمود 
 ه عنوان توانايی بھره برداری از محيط برای کسب منابع نادر و ارزشمند جھت تداوم کارکرد تعريف نمودتوان ب

).Ochman&c.shooy, 1991, p.65(  
مفھوم اثر بخشی سازمانی در قالب رويکرد ھا و روشھای پنجگانه شامل نيل به اھداف ، تامين منابع ، فرآيند ھای 

رزش رقابتی است و مورد ارزش يابی قرار می گيرد به طور عام تغيير اثر بخشی درونی ، رضايت عوامل ذينفع و ا
سازمانی در پی پاسخ به عملکرد ھريک از واحدھای سازمان است و اين که چگونه می توان عملکرد واحد سازمانی را 

  ) 7،  1384بھتر نمود . ( سليمانی ،عزت اله ، 
اساس اين نگرش ھر سازمانی دارای يک سری ذينفع ھا و يا صاحبان برنگرش نوين به پديده ی اثر بخشی:   - 2-3

منافع در محيط داخلی و خارجی است که اگر ما بتوانيم اين ذينفع را مشخص نماييم دقيقا مالک و معيار اثر بخشی داشته 
  باشد و می توان اثر بخشی را از ديد ذينفع و شاخص ھای آن بيان نمود .

  
  ھای اثربخشی از ديدگاه گروھھای ذينفعتعيين شاخص   -  1جدول 

  شاخص اثر بخشی  گروه ذينفع رديف
1  
2  
3  
4  
5  
6  
7  

  صاحبان شرکت
  کارکنان
  مشتريان

  اعتباردھندگان
  جامعه

عرضه کنندگان مواد 
  اوليه

  دولت 
  
  

  بازده مالی (برگشت سرمايه)
  رضايت کارکنان ، حقوق و پاداش ،سرپرستی و مديريت 

  کيفيت کاالھا و خدمات 
  ميزان اعتبار

نقش شرکت در بھبود امور جامعه (ميزان مشارکت در امور 
  اجتماعی)

  معامله رضايت بخش (رضايت در شرايط مبادله)
  رعايت قوانين و مقررات (اطاعت از قانون)

  )12،  1385(پارسائيان ، عباسی ، محمد اعرابی ، 
ل عملياتی شده اثر بخشی سازمانی . (نورتون و کاپالن ، برای امکان اندازه گيری مطلوب متغير وابسته اثر بخشی و مد

) به کار گرفته می شود شاخص ھای اين متغير شامل سه بعد گذشته نگر (مالی) ، حال نگر (رضايت شغلی  1996
کارکنان و رضايت مشتريان ) و آينده نگر ( توسعه و رشد سازمانی ) است . فرآيند ھای برنامه ريزی راھبردی 

، و ياد گيری مستمر گروھی ، فرھنگ مشترک ، گروھھای کار خالق و نو آور ، کنترل و نظارت سازمانی ، سازمانی 
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ساختار و ارتباطات ، روحيه ی تحول آفريدن مديران سازمانھا و تضاد و تنش مداوم در گروھھای کاری و تخصص در 
  ) 3،  1384. (قدمی ، محسن ، قالب متغير ھای مستقل ، پيکره اصلی پژوھش را می تواند تشکيل دھد 

نمودار مدل عملياتی شده اثر بخشی سازمانی به صورت زير ترسيم می گردد که الگوی مديريت اثر بخش براساس 
  نظريه ی نظم در آشفتگی را نشان می دھد  

  
  )1996: الگوی مديريتی اثر بخشی براساس نظريه ی نظم بر آشفتگی (اقتباس از نورتون و کاپالن  2نمودار 

  الگوی مديريت اثر بخش براساس نظريه نظم بر آشفتگی            

  
  محورھای اصلی اثر بخشی سازمانی                          

  
محور مالی و مستندات 

  مديريتی 
محور رضايت   محور رضايت شغلی             

  مشتری 
  

  بر گيرنده چھار جزءاصلی به صورت زير است : براساس نظريه ی نورتون و کاپالن توسعه اثر بخشی در
  به عنوان بازده مالی و برگشت سرمايه برای صاحبان شرکت مھم است .  محور مالی :  - 1
  محور رضايت شغلی که شامل : رضايت کارکنان از کارشان و حقوق و دستمزد شان .  - 2
  و خدمات . محور رضايت مشتری به معنی رضايت مشتری از کيفيت کاالھا  - 3

  ) . 17،  1385( پارسائيان وعباسی و محمد اعرابی ، 
اثر بخشی ترکيبی از کارآيی وتحقق ھدف ( رضايتمندی ) است و کار آيی يعنی نسبت ستاده به داده می باشد پس می 

  ) . 9،  1384توان محاسبه کار آيی و تاثير تحقق ھدف ميزان اثر بخشی را مشخص نمود .( ملک زاده ، جمشيد ، 
بويا تزيس و شرو در پژوھشی در رابطه با شايستگی واثر بخشی انجام داده اند که  . پيشينه تحقيقات انجام شده:4 – 2

الگوی ارائه شده آنھا شامل شش بعد ،دانش و معلومات حرفه ای ، مھارتھا ، ويژگيھای شخصيتی ، نگرش و بينش را 
اعتبار عمومی را در قالب ابعاد اجتماعی مورد بررسی قرار داده اند واين در قالب ابعاد فردی و اعتبار حرفه ای و 

الگو نشان می دھد که توسعه شايستگی ھای مديريتی ، بھبود اثر بخشی را در پی داشته و متقابال برای دستيابی به 
و ھمچنين مديريت اثر بخش می بايستی به صورت ھمه جانبه ای ابعاد شايستگی مديران را توسعه بخشيدند 

خوانده می شود . ( »شايستگی مديريتی«خصوصثيات مديرانی که می توانند به معيارھای مديريت اثر بخش دست يابند 
  ) 27،  1388حسن پور اکبر و طيبه عباسی ،

تواسکی و ھمکارانش مطالعه ای بر روی شايستگی ھای مديران  آموزشی براساس مدل کانر انجام دادند که نشان داد 
  ھای مديران در شايستگی ھای مديريتی برای اثر بخشی کار مديران يک از نکات مھم مديريتی است .نگرش

)T ovaski& e tul,1992,p.135 (  
چارلز وودروف تحقيقات متعددی در زمينه شايستگی مديران انجام داده است وی در پايان تحقيقات خود نتيجه می گيرد: 

) باقر زاده 74، 1388انجام شغل کار برد دارد (حسن پور اکبر و طيبه عباسی که شايستگی برای اثر بخشی در 
،خواجه در تحقيقی با عنوان بررسی تاثيرات ساختار فرھنگی بر اثر بخشی به اين نتيجه رسيده است که می توان با 

فرھنگ اثر بخشی  ايجاد يک ساختار اثر بخش فرھنگی می توان بھره وری و اثر بخشی را در سازمان توسعه داد و
  ) 1389شامل تغيير در فرھنگ سازمانی و فرھنگ کار کنان می باشد .(باقر زاده ،خواجه ، 

) در تحقيقی با عنوان روشھای سنجش اثر بخش در سازمانھا و بنگاھھای اقتصادی به اين نتيجه دست 1377درويش (
  يافته است که برای سنجش اثر بخش چھار روش زير وجود دارد :

  در اين روش اثر بخشی يعنی تحقق ھدف در سازمان است . : روش مبتنی بر تامين ھدف :الف
اساس اين روش اين است که سازمان در تحصيل و تامين منابع مورد نياز و ب: روش مبتنی بر تامين منابع سيستم: 

بماند بنابر اين اثر بخشی نيز در حفظ و نگھداری سيستم سازمانی بايد موفق باشد تا بتواند وضعی اثر بخش باقی 
  عبارتند از توانايی شرکت در بھره برداری از محيط خود در راه تامين منابع ارزشمند و کمياب .

در اين روش اثر بخشی يعنی ميزان سالمت و کارآيی سازمان. يک سازمان ج:روش مبتنی بر فرآيند درونی سازمان : 
ان يک پارچه، بی دغدغه و ھماھنگ دارد بگونه ای که کارکنان و کارآمد سازمانی است که فرآيند درونی آن سازم
 اعضای آن احساس خوشی و رضايت می کنند .

روش مبتنی بر تامين رضايت گروه ھای ذينفع و روش مبتنی بر ارزشھای د:روشھای اثر بخشی سازمان شامل : 
يزان اثر بخشی را محاسبه نمود به ويژه استفاده رقابتی می باشد می توان گفت که با استفاده از روشھای باال می توان م

  ) 6، 1377از روشھای اثر بخشی سازمان کار برد بيشتری در محاسبه ميزان اثر بخشی دارد .(درويش ، 
  
  چارچوب نظری پژوھش -3
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يه در اين تحقيق برای بررسی تاثير انتخاب صحيح کار کنان بر توسعه اثر بخشی در فروشگاه زنجيره ای رفاه نظر
تورتون  و کاپالن در رابطه با الگوی مديريت  اثر بخشی براساس نظريه نظم در اشفتگی ابعاد محورھای اصلی اثر 

  بخشی سازمانی عبارتند از : 
  ).4،  1384نشاندھنده باز ده مالی می باشد.(قدمی ، محسن ، . محور مالی: 1

  ).8، 1384ت سرمايه است .(ملک زاده ، جمشيد،محور مالی سرمايه گذاری مالکين شرکت جھت سود آوری و برگش
)رضايت  5، 1384عبارتند از رضايت کارکنان از کار و حقوق و دستمزدشان .(قدمی ،محسن،. رضايت شغلی: 2

شغلی يک اصطالح فنی است، برای تشريح اين موضوع که آيا نيروی کار شاد ، سر زنده و خرسند می باشد و آرزوھا 
کار بر آورده می شود يا خير؟ چلوگيری از ترک سازمان با مديريت صحيح و برقراری روابط و نيازھايش در محيط 

انسانی و اجتماعی سالم و فراھم کردن محيط مناسبی که باعث خشنودی و رضايت کار کنان شود و در نتيجه مانع از 
  ) 52،  1384ترک سازمان و ھزينه ھای ناشی از آن گردد .( عالقه بند ،علی، 

  عبارت است از خشنودی مشتری در خصوص کيفيت کاال ھا و خدماتی که به آنھا ارائه می شود .رضايت مشتری:. 3
). لويس و بومز کيفيت کاال و خدمات را بعنوان اندازه گيری اين که تا چه اندازه سطح کاال  6،  1386(قدمی ، محسن، 

رضايت مشتری از کاال وبيا خدمات دريافتی برآورده شدن  يا خدمت ارائه شده با انتظارات مشتريان تطابق دارد يعنی
  ) .Curuana& pitt, 1997, 604انتظارات وارضای نياز مشتريان است . (

  -3تکميل فرم درخواست کار  -2مصاحبه مقدماتی  - 1فرآيند انتخاب شامل ھفت مرحله است : انتخاب صحيح کارکنان:
تصميم -7معاينه پزشکی  -6بررسی سوابق متقاضی  -5جامع (تخصصی) مصاحبه  -4برگزاری آزمونھای استخدامی 

گيری نھايی . در ھر يک از اين مراحل سعی می شود تا بر اساس معيارھای تعيين شده موفقيت فرد در شغلی که به او 
يد بايد حاکی محول می گردد بدرستی پيش بينی شود . با توجه به اين اطالعاتی که در ھر مرحله از متقاضی بدست می ا

از صالحيت و شايستگی فرد برای احراز شغل باشد تا او بتواند به مرحله بعدی وارد شود بدين ترتيب با گذشتن 
متقاضی از مرحله ای به مرحله ديگر ، سازمان بتدريج اطالعات بيشتری در باره سوابق ، تجربيات، توانايی ھا، 

  ) 125،  1390ی اورد . ( سعادت ، اسفنديار،خواسته ھا و گرايشات و انگيزه ھای او بدست م
  

  چارچوب نظری پژوھش  - 3نمودار 
  
  
  
  
  
  
  
 ھای پژوھشفرضيه  - 4
  شود.ای رفاه میھای زنجيره. انتخاب صحيح کارکنان باعث توسعه اثربخشی در فروشگاه1
 شود.ای رفاه میھای زنجيرهدر فروشگاه) بازدھمالی( . انتخاب صحيح کارکنان باعث توسعه محورمالی2
  شود.ای رفاه میھای زنجيرهمشتری در فروشگاه . انتخاب صحيح کارکنان باعث توسعه رضايت3
 شود.می ای رفاهھای زنجيره. انتخاب صحيح کارکنان باعث رضايت شغلی کارکنان فروشگاه4
  روش شناسی پژوھش -5

اين پژوھش از نظر روش ، پيمايشی و از حيث ھدف ، کاربرد ی است. جامعه آماری پژوھش حاضر کارکنان 
فروشگاه ھای زنجيره ای رفاه در استان قزوين می باشد. بر اساس اطالعات دريافت شده از بانک مورد مطالعه ، تعداد 

 01نفر می باشد . برای محاسبه حجم نمونه آماری از فرمول کو کران (فرمول 117 آنان در فاصله زمانی انجام پژوھش
 N= 117, p=q=0/5 , d=0/5 t=1/96نفر به دست امده است. ( 43) استفاده شده است . بر اساس حجم نمونه آماری 

, n=43( 
  

	 	
	

1 1 		
1

43			 

جامعه آماری از روش نمونه گيری تصادفی طبقه ای استفاده شده است . بدين ترتيب که برای انتخاب جامعه آماری از 
شعبه در نظر گرفته شده است بعد از  5ابتدا جامعه آماری بر اساس تعداد فروشگاه ھای زنجيره ای رفاه در استان 

طبقه به تعداد مشخص شده  محاسبه ھر يک از طبقات در حچم نمونه آماری به روش نمونه گيری تصادفی ساده از ھر
  انتخاب شده است .

 محور مالی

رضايت شغلی 

رضايت مشتری

انتخاب صحيح  توسعه اثربخشی
 کارکنان
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سوال برای  18ابزار گرد اوری اطالعات ، مصاحبه ، مشاھدھو پرسش نامه می باشد . بخش نخست پرشسنامه شامل 
سوال برای توسعه اثر بخشی است. سوال ھای ھر دو بخش پرسش نامه  44انتخاب صحيح کارکنان و بخش دوم شامل 

زينه ای ليکرت تنظيم شده است . روايی پرسش نامه از نوع روايی محتوايی صوری می باشد . به صورت مقياس پنج  گ
پايايی پرسشنامه نيز بر اساسآزمون آلفای کرو نباخ برای سوال ھای انتخاب صحيح کارکنان پرسشنامه و سوال ھای 

، پايايی بااليی برخوردار می  % به دست آمده است و پرسشنامه پژوھش93و81توسعه اثر بخشی پرسشنامه به ترتيب 
 باشد

  
 روش تجزيه و تحليل داده ھای آماری -6

به منظور تجزيه وتحليل داده ھای به دست امده از پرسشنامه ھای جمع آوری شده از روشھای آماری توصيفی و 
امه پژوھش ابتدا استنباطی استفاده شده است. بدين ترتيب که برای توصيف آماری پاسخ داده شده به سوال ھای پرسشن

جدول ھای توزيع فراوانی و درصداسخ ھای مربوط به سوالھای دموگرافيکی و سوالھای پرسشنامه و متغير ھای 
پژوھش ارائه شده است. در سطح استنباطی نيز برای آزمون فرضيه ھا از ازمون ھای پيرسون و رگرسيون دو متغيره 

  استفاده شده است.
  نشان داده شده است.  3و  2: اطالعات به دست آمده در جدول موگرافيکیتوصيف آماری سوال ھای دو .1
  

  توزيع فراوانی و درصد پاسخھای نمونه آماری به سوالھای (جنسيت و ضعيت تاھل) – 2جدول 
 مرد زن جمع

 جنسيت
فراوانی درصد فراوانی درصد فراوانی درصد

100% 43  47 20 53 23 
کميت پا 

 سخ
 مجرد متاھل  جمع

 تاھل
فراوانی درصد  فراوانی  درصد فراوانی درصد

 کميت پاسخ 15 35% 28 65%  43 100%
  

  توزيع فراوانی و درصد پاسخھای نمونه آماری به سوالھای (سن،تحصيالت و سابقه کار) – 3جدول 
 سال 30زير  35-31 40 - 36 45-41 45باال تر از  جمع

 سن
فراوانی درصد درصد فراوانی درصد فراوانی درصد فراوانی درصد فراوانی درصد فراوانی

کميت  10 23 15 5/34 5 5/11 6 14 7 17 43 100
 پاسخ

سطح  زير ديپلم ديپلم فوق ديپلم ليسانس فوق ليسانس جمع
تحصيالت

فراوانی درصد درصد فراوانی درصد فراوانی درصد فراوانی درصد فراوانی درصد فراوانی کميت 
%100 پاسخ 43 5/2 1 8 3 5/17 7 5/45 20 5/25 12 

 سابقه کار سال 5کمتر از  سال 10تا  5 سال 15تا  11 سا 20تا  16  ل سال 20تا  16 سال 20بيشتر از 
فراوانی درصد درصد فراوانی درصد فراوانی درصد فراوانی درصد فراوانی درصد فراوانی کميت 

%100 پاسخ 43 3/9 4 7/22 10 28 12 26 11 14 6 
  

  آماره ھای توصيفی متغير ھای پژوھش  -  4جدول 
  

متغير 
 آماره

  
انتخاب صحيح 

 کارکنان

  
توسعه اثر 

 بخشی

 ابعاد توسعه اثر بخشی
رضايت 
 مشتری

رضايت 
 شغلی

 مالی

 43 43 43 43 43 تعداد
 0 0 0 0 0 بدون پاسخ
 535/3 520/3 715/3 5389/3 175/4 ميانگين
 541/3 523/3 710/2 5278/3 223/4 ميانه
 53/3 37/3 25/3 42/3 52/4 مد

انحراف 
 معيار

476/0 389/0 520/0 479/0 647/0 
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 422/0 228/0 272/0 239/0 227/0 واريانس

 2 07/2 93/1 05/2 22/2 حد اقل 
 5 5 5 5 5 حد اکثر

  
انتخاب صحيح کارکنان مورد . مالحظه می شود که ميانگين متغير مستقل 4بر اساس اطالعات بدست آمده از جدول 

به دست آمده است . ميانگين متغير وابسته توسعه بخشی ،محور مالی، رضايت شغلی، رضايت  4/ 175مطالعه برابر 
  به دست آمده است. 535/3 520/3، 715/3،  5389/3مشتری به ترتيب 

برای تعين ھمبستگی انتخاب صحيح کارکنان با اثر بخشی و ابعاد آن (محور تجزيه و تحليل استنباطی داده آماری :  -3
مالی، رضايت شغلی و رضايت مشتری ) در فروشگاھھای زنجيره ای مورد مطالعه از آزمون پيرسون مطابق جدول 

  . استفاده شده است . 5
  

و ابعاد آن (محور مالی، رضايت  . آزمون پيرسون برای تعين ھمبستگی انتخاب صحيح کارکنان با اثر بخشی5جدول 
  شغلی و رضايت مشتری ) در فروشگاه زنجيره ای رفاه

N نوع آزمون تعداد متغير sig l   1tailed انتخاب صحيح
 کارکنان

1 
2 
3 
4 

 اثر بخشی
 محور مالی
 رضايت شغلی
رضايت
 مشتری

117 
117 
117 
117 

Pea son 
corrlation  
Pear so 
correlation 
Peatson 
correlatio 
Pearsoncorrelati
on 

000/0  
000/0  
000/0  
000/0  

5920/  
5530/  
5610/  
4420/  

ھمچنين برای آزمون تأثير متغير مستقل بر متغير وابسته ی تمامی فرضيه ھا از آرمون رگرسيون دومتغير ه مطابق 
  . استفاده شده است.6جدول
  رگرسيون متغير انتخاب صحيح کارکنان بر اثر بخشی و ابعاد آن. تحليل واريانس فرضيه ھای مربوط به مدل 6جدول 

  
  
  

انتخاب 
صحيح 

کارکنان 
بر اثر 
 بخشی

R  R2  ضريب
  تشخيص

ضريب تشخيص 
 تعديل شده

خطای 
 استاندارد

592/0 350/0 346/0 3882/0 
منبع 

 تغييرات
درجه 
آزادی

مجموع مر 
 بعات

ميانگين 
 مربعات

f 
83/86 

سطح 
اطمينان

سطح 
معنی 
 دار

رگرسيون 1 052/13 052/13 95/0 000/0
115 باقيمانده نتيجه آزمون :  153/0 505/24

  رد فرض
H0 

116 کل 557/37  ---- 

انتخاب 
صحيح 

کارکنان 
بر 

محور 
مالی 

(برگشت
سرمايه)

  
  
  
  
 

R R2  ضريب
 تشخيص

ضريب تشخيص 
 تعديل شده

خطای 
 استاندارد

553/0 306/0  302/0 40029/0 

منبع 
 تغيرات

درجه 
آزادی

مجموع 
 مربعات

ميانگين 
مربعات

f 
398/71

سطح 
اطمينان

سطح 
معنی 
 داری

95/0 000/0
رگرسيون 1 440/11 440/11 نتيجه آزمون: 

  رد فرض
H0 

115 باقيمانده 117/26 162/0 

116 کل 557/37  ---- 
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انتخاب 
صحيح 

کارکنان 
بر 

رضايت 
  مشتری

  
  
 

R R 2  ضريب
  تشخيص

ضريب تشخيص 
  و تعديل شده

خطای 
 استاندارد

565/0 319/0 315/0 3971/0 

منبع 
 تغيرات

درجه 
آزادی

مجموع 
 مربعات

ميانگين 
مربعات

f  سطح
اطمينان

سطح 
معنی 
 داری

رگرسيون 1 886/11 886/11 469/75 95/0 000/0
115 باقيمانده نتيجه  159/0 671/25

آزمون:رد 
  فرض

H0 
116 کل 557/37  ----- 

  
صحيح 

کارکنان 
بر 

رضايت 
  مشتری

  
  
 

R  ضريب
  تشخيص

ضريب تشخيص 
 تعديل شده

خطای 
 استاندارد

442/0 195/0 191/0  4310/0 
منبع 

 تغيرات
درجه 
آزادی

درجه 
آزادی

مجموع 
مربعات

ميانگين 
 مربعات

F  سطح
اطمينان

سطح 
معنی 
 داری

رگرسيون 1 1 280/7 280/7   
183/39

95/0 000/0

115 باقيمانده 115 277/30 نتيجه ازمون :  188/0
  رد فرض

H0 
116 کل 116 557/37  ---- 

  نتيجه گيری و بحث -7
. مالحظه می شود که برای ھمه ی فرضيه ھا در سطح معنی داری يک 5بر اساس اطالعات به دست آمده از جدول 

سطح معنی  rپيرسون برابر با  p=00/00کوچکتر می باشد.  5/0دامنه ای ،       اين سطح  از حداقل سطح معنی داری 
، می 442/0،  561/0، 553/0، 592/0به ترتيب  4 تا 1داری آز مون مقادير پيرسون محاسبه شده برای فرضيه ھای 

بزرگتر می باشد .  116درصد و درجه آزادی  95مقدار بحرانی پيرسون در سطح اطمينان  137/0باشد اين مقادير از 
بنابر اين رابطه ای معنی داری بين انتخاب صحيح کارکنان با اثر بخشی و ابعاد سه گانه آن (محور مالی، رضايت 

  ايت مشتری ) در فروشگاه رفاه وجود دارد.شغلی، رض
. مالحظه می شود سطح معنی داری آزمون رگرسيون برای تمامی موارد 6بر اساس اطالعات به دست آمده از جدول 

P%  معنی دار می باشد . 95برابر  با  می باشد می توان ادعا نمود که آزمون فوق در سطح اطمينان  پس  0/000
که عبارت است از نسبت تغييرات توضيح داده  Rرد می شود ضريب تشخيص توان دوم  H0ض برای تمامی موارد فر

به تغييرات کل ، برای تاثير انتخاب صيحح کارکنان بر اثر بخشی و ابعاد آن ( محور مالی،   Xشده توسط متغير
.می توان گفت  که   195/0،  319/0،  306/0،   350/0رضايت شغلی و رضايت مشتری ) به ترتيب  برابر است با

  4/19، 63/31،  54/30درصد تغيرات انتخاب صحيح کارکنان ، توسط تغيرات در اثر بخشی و به ترتيب    9/34
درصد تغيرات محور مالی (برگشت سرمايه) رضايت شغلی و رضايت مشتری ، توسط انتخاب صحيح کارکنان تبين 

  می شود.
ابطه رياضی تاثير انتخاب سحيح کارکنان بر اثر بخشی و ابعاد آن نتيجه . ر7بر اساس اطالعات بدست امده از جدول 

،   508/0،   195/0گرفته می شود که يک واحد افزايش در متغير مستقل انتخاب صحيح کارکنان به ترتيب باعث   
ی . واحدفزايش در اثر بخشی ، محور مالی، رضايت شغلی و رضايت مشتری در فروشگاه ھا  442/0،  417/0

  زنجيره ای رفاه می شود.
  پيشنھادھا -8

با توجه به اينکه انتخاب صحيح کارکنان در ھر چھار فرضيه رابطه معنی داری را با اثر بخشی و ابعاد آن (محور 
مالی،رضايت شغلی ورضايت مشتری ) داشته است لذا می توان ادعا کرد که دقت در انتخاب صحيح کارکنان از سوی 

ران منابع انسانی موجب توسعه اثر بخشی و ابعاد آن در فروشگاه ھای زنجيره ای رفاه می گردد . بر  مديران بويژه  مدي
اين اساس مديران ارشد ، ميانی و منابع انسانی اين سازمان بايد در جھت ارتقاء نحوه انتخاب صحيح کارکنان که متغير 

ای رفاه می باشد توجه ويژه داشته باشند . لذا در اين تاثير گذار بر اثر بخشی و ابعاد آن در فروشگا ھھای زنجيره 
  خصوص پيشنھاد ھای يزر ارائه می گردد.

تعيين سياستھای مناسب و درست برای گزينش ، انتخاب ، آموزش، و استخدام  و ارتقاء نيروی انسانی بمنظور  -1
  ارتفاء اثر بخشی و ابعاد آن در سازمان .
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ينش افراد بمنظور انتخاب صحيح کارکنان و آموزش ، جذب، و استخدام و ارتقاء تعيين شاخصھا و معيارھای گز -2 
آنان جھت افزايش بھره وری ، کار آيی، اثر بخشی  در سازمان (زيرا بھره وری و کارآيی نيز در اثر بخشی وجود 

  دارند.)
د شايسته وارد سازمان شوند و انتخاب کار کنان بر اساس شاخص ھا، ضوابط،معيارھای تعيين شده به نحوی که افرا -3

  برای سازمان اثر بخشی داشته باشند و در جھت رشد سازمان تالش کنند. 
  سياستھای آموزش و ارتقاء بمنظور افزايش توانمندی و شايستگی کارکنان جھت حصول ھدفھای سازمان. -4
آنان به ساير کارکنان و جشنواره شناسايی و معرفی کارکنان الگو از نظر اخالق حرفه ای تعھد،تخصص و معرفی  -5

ھا و ارائه جوايز و پاداش به آنھا بمنظور تشويق ساير کارکنان وتقويت ارزشھای اسالمی و توانمندی ھای توليدی و 
  تخصصی افراد از طريق آموزشھای مناسب حين کار در سازمان و استفاده از رسانه ھا در اين زمينه .

ثر بخش و اجرای برنامه ھای آموزشی موثر بمنظور توانمند سازی مديران و برگزاری کار گاھھای اموزشی ا -6
کارکنان و رعايت اخالق حرفه ای در محيط کار و انواع آموزشھای اخالقی ، عمومی و تخصصی کوتاه مدت،ميان 

بھره وری باال مدت و بلند مدت جھت تقويت بنيه مھارتی وعلمی آنان برای ارتقاء شغلی آنان و بدست اوردن کارآيی و 
  در سازمان.

  مراجع :
  ) تاثير ساختار فرھنگ در اثر بخشی سازمانی پايان نامه دکتری دانشگاه ازاد اسالمی1389باقر زاده ،خواجه(

) روشھای سنجش اثر بخشی در سازمانھا و بنگاھھای اقتصادی فصنامه فرھنگ و تعاون شماره 1377درويش ،حسن (
   7- 5ص 77. شھريور  7

) مفھوم اثر بخش مشارکتی (چگونه مشارکت را اثر بخش کنيم) نشريه تحول اداری مرداد 1377محمد زاده ، عباس (
   18شماره  77

) استاندارد ھای کار آيی و اثر بخش در سازمانھای صنعتی مجله صنعت الستيک ايران 1384سليمانی ، عزت اله (
   7ص 27شماره 

مديريت اثر بخش سازمانی بر اساس نظريه در آشفتگی نشريه تحول اداری آذر ) طراحی الگوی 1384قدمی ، محسن (
  5- 3ص 47شماره  84

  9ص 256شماره  84)ديدگاه نوين به پديد ه اثر بخشی در سازمانھا نشريه تعاون آبان 1384ملک زاده ، جمشيد (
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Abstract 

Evaluate and assess the profitability of the companies are always important for owners 
(shareholders), investors (potential shareholders), financial creditors (such as banks and 
financial institutions) and especially managers. In other words, one of the criteria for 
evaluating manager’s performance and also measuring firm value in stock price valuation 
models is the profit element and the actual and potential profitability. So the ability of 
predicting firm’s profitability with different methods has a special place in financial research. 
To predict the potential profitability or non- profitability of companies we rely on the 
information published by financial statements. Present study is aimed at the investigation of 
examining the effect of profitability on the future stock value with emphasis on the type of 
industry. Listed active companies of cement, automobile and pharmaceutical industries in 
Tehran stock exchange during the years 2006 to 2011 is statistical society of this study. In 
this paper Pearson, Spearman and regression analysis used for analyzing data and examining 
the hypotheses. Findings provide that profitability has effect on the future stock value of 
companies listed in Tehran stock exchange (cement, automobile and pharmaceutical 
industries). This criterion is useful in forecasting future value and has considerable power of 
explanation. On the basis of the results, using return on assets in the evaluations to forecast 
future value of stock is useful for investors. 
 
Keywords: future stock Value, profitability, stock exchange, industry 

 
  بررسي تاثير سودآوری بر ارزش آتي سھام در شرکتھای پذيرفته شده در بورس اوراق بھادار تھران

  
  5، شيما کردبچه4، عليرضا بشيری3راشد اكبرزاده ، بھزاد2، کريم اسگندری1نياصمد ترابی

  ايران ،تبريز، نخبگان و جوان پژوھشگران باشگاه، تبريز واحد، اسالمی آزاد دانشگاه 1
  ايران ،بناب، نخبگان و جوان پژوھشگران باشگاه، بناب واحد، اسالمی آزاد دانشگاه 2
  شرقي، تبريز، ايران آذربايجان استان اجتماعي تأمين سازمان درمان کارشناس مديريت  3
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  بيمارستان الزھراء، تبريز، ايرانکارشناس مالی دانشگاه علوم پزشکی تبريز،  4
  ايران ،شھرری، نخبگان و جوان پژوھشگران باشگاه، شھرری واحد، اسالمی آزاد دانشگاه 5
  
  
  

  چكيده
 سھامداران(گذاران سرمايه)، سھامداران(شركت صاحبان توجه مورد ھمواره ھا شركت سودآوري برآورد و ارزيابي
 ديگر عبارت به. باشد مي مديران بخصوص و بستانكاران) مالي مؤسسات و ھا بانك نظير(مالي دھندگان اعتبار)، بالقوه
 ھاي مدل در شركت ارزش تعيين معيارھاي از يكي ھمچنين و شركتھا مديران عملكرد ارزيابي معيارھاي از يكي

 قابليت بيني پيش رو اين از. است شركت بالقوه و بالفعل آوري سود وضعيت و سود عنصر، سھام قيمت گذاري ارزش
 معموال و است داشته مالي ھاي رشته تحقيقات در اي ويژه جايگاه و نقش مختلف ھاي روش به ھا شركت سودآوري

 مالي صورتھاي طريق از منتشره موجود اطالعات به ھا شركت سودآوري عدم يا و سودآوري قابليت بيني پيش براي
ی باشد. جامعهسودآوری بر ارزش آتي سھام با تاکيد بر نوع صنعت میشود. ھدف پژوھش حاضر تعيين تاثير  مي تكيه

 تھران بھادار اوراق بورس در دارو و خودرو سيمان، صنعت سه دری فعال شدهھاي پذيرفتهآماری پژوھش، شركت
استفاده شده  ھای پيرسون، اسپرمن و رگرسيونھا از آزمونمی باشد و برای تحليل يافته 1389تا  1384ھاي طي سال

شده در بورس اوراق بھادار تھران ھاي پذيرفتهاست. نتايج پژوھش بيانگر آن است كه سودآوری بر ارزش آتي شركت
بيني ارزش آتي، سودمند بوده و از تاثير دارد. اين معيار به منظور پيش دارو و خودرو سيمان، صنايع یمجموعهدر 

بيني ارزش آتي باشد. بنابراين لحاظ نمودن معيار سودآوری در پيشمي دھندگي قابل توجھي برخوردارتوان توضيح
  سھام برای سرمايه گذاران سودمند خواھد بود.

  صنعتارزش آتی سھام، سودآوری، بورس اوراق بھادار، ھاي کليدي: واژه
  
  

  مقدمه:  -1

 بازده كسب به نسبت، ھا آن طريق از ھا شركت مالي منابع آورندگان فراھم كه شود مي اطالق ھايي شيوه به سودآوري
 مختلف ھاي پروژه، ھا شيوه اين از استفاده با كه معني بدين. كنند مي حاصل اطمينان خود مالي منابع گذاري سرمايه از

 گذاري سرمايه واحد ھر ازاي به را ارزش بيشترين كه شود مي انتخاب ای گزينه و گرديده بندي طبقه گذاري سرمايه
  ).1997،ويشني و شليفر(كنند ايجاد
 معموال و آيد مي بدست مالي منبع يك از معيني مقدار كارگيري به از كه كند مي بيان بازدھي مقدار را سودآوري لوتز
  ).2003،20،لوتر( گردد مي ارائه) درصد(نسبت يك صورت به بلكه پولي رقم صورت به نه
 اوربان(گيرد مي قرار استفاده مورد شركت يك مالي سالمت تضمين براي آوري سود، گيري تصميم ابزار يك عنوان به
 اطمينان حصول و گذاري سرمايه ھاي پروژه ارزيابي منظور به سرمايه صاحبان ديگر عبارتي به). 2009،دكان و

 منظور بدين كه صورتي در. باشند مي معيار يا شاخص يك نيازمند گذاري سرمايه جھت منتخب ھاي پروژه به نسبت
 مورد توان مي را صنايع و تجاري ھاي واحد از دسته آن تنھا. شود گرفته كار به حسابداري سود مانند مطلق معيار يك

، اند داشته نقش نظر مورد سود كسب در كه ھايي فعاليت و منابع ويژه به لحاظ ھر از كه داد قرار ارزيابي و مقايسه
 يا معيار يك از صنايع و تجاري واحدھاي بودن سودآور ارزيابي در رو اين از. باشند داشته مشابھي يا يكسان وضعيت
 باشد مي ھايي فعاليت و شده گذاري سرمايه منابع به شده كسب سود نسبت شاخص اين. شود مي استفاده نسبي شاخص

 ازاي به كه باشد مي سودي يا ارزش ميزان بيانگر سودآوري شاخص ديگر عبارت به. اند داشته نقش سود ايجاد در كه
  .شود مي ايجاد گذاري سرمايه از واحد ھر

 ريزي برنامه به يا بپردازند گذشته ھاي دوره سودآوري تحليل و تجزيه به ھا شركت مديران كه اين از نظر صرف
 مي تجاري واحد يك موفقيت شاخص مھمترين آوري سود گيري اندازه، باشند مشغول آتي ھاي دوره براي سودآوري

، دارد بااليي سودآوري كه شركت يك مقابل در و دھد ادامه خود حيات به تواند نمي نباشد سودآور كه شركتي. باشد
 مي دارا، آنھا ھاي گذاري سرمايه براي باال بازده كردن فراھم طريق از را اش سرمايه صاحبان به دھي پاداش توانايي
  ).2009،دكان و اوربان(باشد
 در موضوعات ترين مھم از شركت يك مالي ھاي دارايي ارزشگذاري و سودآوري گيري اندازه كه نيست آن در شكي

 معيارھا اتكاي قابليت و اعتبار تأثير تحت مستقيما اقتصاد يك در منابع تخصيص. شوند مي محسوب حسابداري تحقيقات
  ).1997،ويرتانن و سالمي(باشد مي آن مالي موقعيت و شركت آوري سود از گيرندگان تصميم ھاي شاخص و
  

  ادبيات پژوھش -2
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. آورد بدست آن مديريت و كارايي مورد در را جالبي اطالعات توان مي شركتي ھر زيان و سود صورتھاي مقايسه از
 ھستند مند عالقه يا و ذينفع آن فعاليت بازده يا و اعتبار، گذاري سرمايه لحاظ از اي مؤسسه امور در كه كساني بيشترين
 واحد سود كه كسري ھر به عمل در. كنند مي توجه گذاري سرمايه مبلغ و فروش به نسبت شركت سود ميزان به معموال
 بازده اصطالحا باشد آن مخرج در گردش در سرمايه يا و ھا دارايي، ويژه ارزش، فروش و كسر صورت در تجاري
  ).1374،اكبري(شود مي محسوب سودآوري شاخص و شده اطالق
 شاخص اين تحليل و تجزيه در و است سود كسب در تجاري واحد موفقيت ميزان تعيين و سودآوري ھاي شاخص ھدف
  .گيرد مي قرار بررسي مورد آن تحصيل منبع با ارتباط در بلكه مطلق طور به نه سود مبالغ ھا

  از جمله اين شاخص ھا می توان به موارد زير اشاره کرد:
 1بازده فروش 

 2بازده دارايي ھا)ROA( 

  3صاحبان سھامبازده حقوق)ROE( 

 4حاشيه سود ناخالص 

 5حاشيه سود خالص  

  
که يکی از پر کاربردترين اين معيارھا تلقی می شود يك ايده در مورد مديريت كارآمد در  )ROA(ھادارايي بازده

ليانه به رابطه با استفاده از دارايي ھا در جھت توليد سود(دارايي ھاي مولد) به ما مي دھد، كه از طريق تقسيم سود سا
بيانگر اين است كه چه مقدار سود از دارايي ھاي سرمايه گذاري شده بدست  ROAكل دارايي شركت محاسبه مي شود.

به عنوان مقياسي براي  ROAآمده است. اين نسبت به شدت وابسته به صنعت مي باشد و به اين دليل  ھنگامي كه از 
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1-Return on Sales 
2-Return on Assets 
3-Return on Equity 
4-Gross Margin 
5‐Net margin 
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شركت مشابھي مقايسه صورت  ROAھاي گذشته شركت يا  ROAر مقايسه استفاده مي شود بھتر است در برابر مقدا
 ).1385پذيرد(پارس آتي نگر،

  

معروف است و در آن  1بازده مجموع دارايي ھا را مي توان به صورت ديگري نيز نشان داد كه به فرمول دوپونت
  ).1386ارتباط بين حاشيه سود و گردش مجموع دارايي ھا نشان داده مي شود(مدرس وعبداله زاده،

  

ھمان طور كه مشاھده مي شود روش دوپونت رابطه بين گردش دارايي واحد تجاري و بازده فروش را مبناي سنجش 
ن مي دھد دارايي ھاي واحد تجاري چه گردشي از مسير كارايي و مديريت قرار مي دھد. نسبت گردش دارايي ھا نشا

فروش را داشته اند. اين روش فايده دارايي ھا را از لحاظ فروش و سودي كه از آن ھا بدست آمده است را نمايان مي 
  ).1374،45كند و در مطالعه اجزاي تشكيل دھنده دارايي و سود و رابطه آنھا مفيد است(اكبري،

ه اھرم مالي بااليي را در ساختار سرمايه خود دارند، در واقع ميزان قابل توجھي از منابعي كه در واحدھاي تجاري ك
در ايجاد سود واحد تجاري نقش داشته اند از طريق بدھي بلند مدت تأمين شده است، از اين رو سرمايه گذاران در مورد 

كه بازده حقوق صاحبان سھام نمي تواند ارزيابي  واحدھاي تجاري مذكور نرخ بازده دارايي ھا را به كار مي برند چرا
صحيحي از عملكرد واحد تجاري داشته باشد. به عبارت ديگر اختالف بين بازده دارايي ھا و بازده حقوق صاحبان سھام 

اثر استفاده از اھرم در ساختار سرمايه واحد تجاري و در واقع اين امر بيانگر خاصيت اھرمي استفاده از بدھي ھاي 
ھره دار را نشان مي دھد. ھمچنين با توجه به اين كه ميزان اھرم و وامھاي دريافتي در محاسبه بازده دارايي ھا در ب

جمع دارايي ھا و در مخرج كسر منظور مي شود، قاعدتا به لحاض تجانس بايد ھزينه آن ھم كه از جھتي نتيجه كاربرد 
ده اي بھره وام ھاي در يافتي را با سود خالص جمع كرده و در وام است در تعيين بازده محسوب گردد. از اين رو ع

  صورت كسر قرار مي دھند و بدين ترتيب اعتبار دھندگان نيز جزء ذينفعان واحد تجاري محسوب مي گردند.
  ی تحقيقات انجام يافته در خصوص موضوع پژوھش عبارت است از:ای از پيشينهگزيده
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1‐ Du Pont 

سود خالص

مجموع دارايي ھا
= بازده دارايي ھا

سود خالصفروش خالص

بازده دارايي ھا=فروش خالصمتوسط مجموع دارايي ھا ×گردش مجموع دارايي ھا ×  حاشيه سود خالص =
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گذار است؟ به اين اھرم، سياست تقسيم سود و سودآوري بر ارزش آتي شرکت تاثير ) با بررسی اين که آيا2008( 1ُگش
ی غيرخطي وجود دارد. اين احتمال نتايج دست يافت که بين اھرم، سودآوري و احتمال افزايش ارزش آتي شرکت رابطه

- سود سھام، افزايش نشان ميرفتن ميزان سودآوري و نسبت پرداخت يابد در حالي که با باالبا افزايش اھرم کاھش مي
دھي ھاي مالي و چگونگي عالمتتجزيه و تحليل اھرمي صورت«) در پژوھشی با عنوان 2001( 2من و نيسيم دھد.  پن
ھاي تامين مالي و با تجزيه اھرم به دو قسمت اھرم فعاليت» ھاي سودآوري و قيمت به ارزش دفتريی نسبتآن درباره

ھا بر نرخ بازده حقوق صاحبان سھام پرداختند. نتايج به تعيين چگونگي تاثير ھر يک از آنھاي عملياتي اھرم فعاليت
حاصل از تجزيه و تحليل، اختالف بين نسبت قيمت به ارزش دفتري جاري و آتي را توضيح داده و نشان داد که در 

آتي و برآورد نسبت قيمت به ارزش  بيني سودآوريچنين تجزيه و تحليلي که دو نوع اھرم از يکديگر مجزا است به پيش
) به تحقيقي با عنوان "تأثير ارزش افزوده اقتصادي و سودآوري بر ارزش 1385کند. آباديان (دفتري مناسب کمک مي

بازار سھام شرکت ھاي صنعت خودرو و ساخت قطعات پذيرفته شده در بورس اوراق بھادار تھران" پرداخت. پس از 
ھاي ارزيابي عملکرد سنتي (نرخ بازده حقوق صاحبان سھام، نرخ بازده دارايي، نرخ قدرت مقايسه دو دسته از معيار

سودآوري) و معيار ھاي عملکرد مبتني بر ارزش( ارزش افزوده اقتصادي) جھت ارزيابي عملکرد شرکت ھا، نتايج 
ھا دارند و از ميان آنھا ميزان تحقيق نشان داد که ھمه متغيرھا تأثير معني داري در تغييرات ارزش بازار سھام شرکت 

) در پژوھشی با عنوان "پيش 1384تأثير تغييرات نرخ قدرت سودآوري از ساير متغيرھا بيشتر بوده است. علي زاده (
بيني بازده سھام با استفاده از نسبت ھاي سودآوري" انجام داد. نتايج تحقيق حاکي از آن است که دو نسبت (جمع دارايي 

ارتباط معني  EPSرابطه معني داري با بازده سھام نداشته و تنھا دو نسبت (فروش/سود خالص) و  P/Eھا/ فروش) و 
داري با بازده سھام دارند. البته اين بدان معني نيست که نسبت ھاي مالي فاقد بار اطالعاتي بوده و نمي توان از آنھا 

جھت پيش بيني بازده سھام استفاده نمود بلکه وجود برخي محدوديت ھا مانند عدم وجود صورت ھاي مالي تھيه شده بر 
فاده برخي از سرمايه گذاران از صورت ھاي مالي، در کسب نتايج فوق مؤثر بوده مبناي ارزش ھاي جاري و عدم است

  است.
  شناسی پژوھشروش -3

ی آماری پزوھش حاضر از نظر روش، پيمايشی و از نظر نوع، تحليلی و از حيث ھدف، کاربردی است. جامعه     
- در بورس اوراق بھادار تھران در سال دارو و خودرو سيمان، صنعت سه درشده فعال در ھاي پذيرفتهپژوھش شركت
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(متغير مستقل)، مطابق رابطه زير عبارت است از نسبت  1باشد. در اين پژوھش سودآوریمی 1389تا  1384ھاي 
  سود خالص به مجموع دارايی ھا.

  
  بازده دارايی ھا  =مجموع دارايی ھا / سود خالص  )1(

  
يابي تاثير متغير مستقل در بلندمدت از ميانگين سه سال قبل اين شود براي ارزمالحظه می )1(ھمچنان که در جدول

متغير نيز در اين پژوھش استفاده شده است. ھمچنين عالوه بر ميانگين ساده، برای بررسي اين که آيا نزديکي به سال 
ن وزن متغير با شده که در آگذار محتواي اطالعاتي دارد يا خير، ميانگين موزون ھم محاسبهمورد نظر براي سرمايه

 2). در ضمن نسبت قيمت به ارزش دفتري سھام3تا  1توجه به نزديکي به سال مورد نظر تعيين شده است (به ترتيب از 
معياري از ارزش سھام بوده و برابر با نسبت قيمت بازار بر ارزش دفتري سھام در   2(متغير وابسته) مطابق فرمول

  باشد.پايان دوره می
  

  MBVR =ي ھر سھم در پايان دوره/قيمت بازار ھر سھم ارزش دفتر  )2(

 
  ھامتغيرھای پژوھش ھمراه با عاليم اختصاري آن): 1(جدول

 متغير
عالمت 

 اختصاري

 مستقل
 ROA ave ميانگين ساده بازده دارايی ھا

  ROA w.ave  ميانگين موزون بازده دارايی ھا

وابسته

نسبت قيمت به ارزش دفتري آتي ساليانه 
 سھام

MBVR A 

نسبت قيمت به ارزش دفتري آتي بعد از 
  مجمع عادي

MBVR 
A.G.M  
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  ھای پژوھشفرضيه -4

 ھای پژوھش حاضر عبارت است از:فرضيه
  .دارد ثيرات سھامی نسبت قيمت به ارزش دفتری آتی ساليانه بر ی بازده دارايی ھا. ميانگين ساده1
  .دارد ثيرات نسبت قيمت به ارزش دفتری آتی بعد از مجمع عادی بر ی بازده دارايی ھا. ميانگين ساده2
 .دارد ثيرات سھامی نسبت قيمت به ارزش دفتری آتی ساليانه بر . ميانگين موزون بازده دارايی ھا3
  .دارد ثيرات نسبت قيمت به ارزش دفتری آتی بعد از مجمع عادی بر . ميانگين موزون بازده دارايی ھا4
 
  

  بحثو  ھايافته -5

ھای ی بستهھاي آمار استنباطي به وسيلهھای پژوھش از روشھا و آزمون فرضيهبه منظور تجزيه و تحليل داده       
برای آزمون وجود رابطه بين متغيرھای مستقل و وابسته از آزمون پيرسون . استفاده شده است SPSSافزار آماري نرم

بودن استفاده شده است. به لحاظ متفاوت از رگرسيون خطي سادهو برای تعيين ھمبستگي بين متغيرھای مستقل و وابسته 
اي تجاري متاثر از ماھيت فعاليت صنايع مختلف در بورس اوراق بھادار تھران و با توجه به اين که عملكرد واحدھ

باشد، بنابراين صنايع سيمان، داروسازی و خودروسازی به صورت جداگانه مورد تجزيه شرايط صنعت مربوطه     مي
ھا سطح دھد که در آزمون فرضيه) نشان می2و تحليل قرار گرفته است. نتايج آزمون ھمبستگی پيرسون مطابق جدول(

باشد؛ بنابراين بين بازده دارايی ھا و نسبت قيمت به ارزش درصد) مي 5ل(داری کمتر از سطح خطاي قابل قبومعنی
-ی معنيدرصد رابطه 95چنين در مجموع سه صنعت، با اطمينان دفتري آتي سھام به تفکيک ھر يک از صنايع و ھم

اری آزمون دشود که سطح معنی) مالحظه می3داري وجود دارد. در ضمن بر اساس اطالعات به دست آمده از جدول(
توان ادعا نمود که باشد؛ بنابراين میتر میکوچک05/0داری رگرسيون برای تمامی موارد از حداقل سطح معنی

  باشند.دار میدرصد  معنی 95ھای فوق در سطح اطمينان آزمون
          
  مربوط به صنايع سيمان، داروسازی و خودروسازی ھمبستگي آزمون نتايج): 2جدول(
-فرضيه  صنايع

 ھا
 ی متغيرھارابطه

نوع 
  آزمون

تعداد 
 مشاھدات

ضريب 
 ھمبستگي

- سطح معني
 داري

ی نتيجه
 آزمون

  سيمان

1 
ROA ave-MBVR 

A 
  H0رد  0.001 0.480 48  پيرسون

2 
ROA ave-MBVR 

A.G.M 
  H0رد  0.000 0.485 48  پيرسون

3 
ROA w.ave-

MBVR A 
  H0رد  0.000 0.590 48  پيرسون

4 
ROA w.ave-

MBVR A.G.M 
  H0رد  0.000 0.592 48  پيرسون

خودروساز
  ی

1 
ROA ave-MBVR 

A 
  H0رد  0.000 0.454 80  پيرسون

2 
ROA ave-MBVR 

A.G.M 
  H0رد  0.000 0.431 80  پيرسون

3 
ROA w.ave-

MBVR A 
  H0رد  0.000 0.536 80  پيرسون

4 
ROA w.ave-

MBVR A.G.M 
  H0رد  0.000 0.522 80  پيرسون

  داروسازی

1 
ROA ave-MBVR 

A 
  H0رد  0.000 0.529 88  پيرسون

2 
ROA ave-MBVR 

A.G.M 
  H0رد  0.000 0.526 88  پيرسون

3 L w.ave-MBVR A رد  0.000 0.577 88  پيرسونH0  

4 
ROA w.ave-

MBVR A.G.M 
  H0رد  0.000 0.575 88  پيرسون
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مجموع سه 
  صنعت

1 
ROA ave-MBVR 

A 
  H0رد  0.000 0.589 216  پيرسون

2 
ROA ave-MBVR 

A.G.M 
  H0رد  0.000 0.581 216  پيرسون

3 
ROA w.ave-

MBVR A 
  H0رد  0.000 0.625 216  پيرسون

4 
ROA w.ave-

MBVR A.G.M 
  H0رد  0.000 0.620 216  پيرسون

  
  
  
  
  

  ھای پژوھش): آزمون رگرسيون خطی ساده برای فرضيه4جدول(

 صنايع

 4ی فرضيه 3ی فرضيه 2ی فرضيه 1ی فرضيه

ROA 
ave

 MBVR 
A

ROA 
ave

  
MBVR 

A.G.M
 

ROA 
w.ave

  MBVR 
A

ROA 
w.ave

MBVR
A.G.M

 

R Ad.R2P-
Value

R Ad.R2P-
Value

R Ad.R2P-
Value

R Ad.R2P-Value 

 0.475 0.3280.5920.338 0.3870.5900.335 0.2740.4850.221 0.4800.213 سيمان
 0.486 0.5260.5220.262 0.5750.5360.276 0.6050.4310.174 0.4540.194خودروسازی
 0.909 0.8540.5750.325 0.9350.5770.328 0.7890.5260.266 0.5290.271 داروسازی
مجموع سه
 صنعت

0.5890.367 0.0840.5810.359 0.1630.6250.441 0.1200.6200.432 0.223 
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  گيري و پيشنھاداتنتيجه -6

  ھای پژوھش عبارت است از:       نتايج پژوھشی متناظر با اھداف و فرضيه
  .داردن ثيرات سھامی نسبت قيمت به ارزش دفتری آتی ساليانه بر ی بازده دارايی ھا. ميانگين ساده1
  .داردن ثيرات نسبت قيمت به ارزش دفتری آتی بعد از مجمع عادی بر ی بازده دارايی ھا. ميانگين ساده2
 .داردن ثيرات سھامی نسبت قيمت به ارزش دفتری آتی ساليانه بر . ميانگين موزون بازده دارايی ھا3
  .داردن ثيرات نسبت قيمت به ارزش دفتری آتی بعد از مجمع عادی بر . ميانگين موزون بازده دارايی ھا4

از بررسي فرضيه ھای فوق در شركتھاي پذيرفته شده در بورس اوراق بھادارتھران(صنايع سيمان، نتايج حاصل 
خودرو و دارو) نشان مي دھد كه، معيار بازده دارايی ھا با دارا بودن توان توضيح دھندگي باال جھت پيش بيني ارزش 

خودرو و دارو) معيار مناسبی مي باشد.  آتي در شركتھاي پذيرفته شده در بورس اوراق بھادارتھران(صنايع سيمان،
در اين راستا به  .كند مي ) مطابقت2008) و گش (2001(1ھاي رمضاني و ھمکاران يافته با فرضيه اين آزمون نتايج

گذاری روی ارزش شرکت توجه خود را بيشتر به معيارھايي معطوف دارند که با شود برای تأثيرمديران پيشنھاد می
گذاران، اقالم سود و زياني در مقايسه با رسد از نظر سرمايهنقدي در ارتباط باشد. چرا که به نظر میسود و يا سود 
شده و بينيپيش EPSھا پس از اعالم اي از اھميت بيشتري برخوردار است. نوسان قيمت سھام شرکتاقالم ترازنامه

تأثير مثبت سودآوري بر ارزش شرکت شايد به اين  اشد.تواند دليلي بر اين ادعا بھا ميآن DPSتعديل آن و يا اعالم 
 .خاطر باشد که سودآوري از ديد سرمايه گذاران نشانه اي از عملکرد مثبت مديريت است
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Examining the Possibility of Implementation of Performance Based 
Budgeting System and Its Comparison with the Current Budgeting System 

in Aali Nassab Hospital (Health Management of Social Security 
Organization of Eastern Azerbaijan Province) 

 

Abstract 

Current traditional based budgeting at organizations does not represent information 
concerning results of resource budgeting and degree of efficiency and competency of plans. It 
also has a short time horizon, and places restrictions on management capability in controlling 
expenses and supervising each unit performance. To solve the problem, increase 
responsibility for responding, and allocate optimized sources as well as manage charges, the 
researcher intends to propose performance based budgeting emphasizing the importance of 
results and activities. This study aims to investigate the establishment of performance based 
budgeting system and compare it with the present budgeting system of Aali Nasab Hospital, 
Health management of East Azerbaijan Province. This research would be a quantitative 
study. Statistical populations of this study include inpatient services of main operational 
centers of the Aali Nassab Hospital. Impatient services of Cardiac surgery, due to their 
paramount importance, were chosen as a statistical sample and were examined during 2009. 
In order to analyze data and to test hypothesis, this study drew upon management accounting 
techniques such as Activity based costing, Activity based budgeting and paired T-Test. The 
results indicate that it is possible to establish performance based budgeting system in the 
hospital and the establishment will change the hospital's current budgeting system which is 
based on growing budgeting and will place it according to the volume of the task and 
function. There is a significant difference between the performance based budgeting system 
and the present budgeting system in the hospital.    
Keywords: Performance budgeting, Traditional Budgeting, Activity based budgeting, 
Activity based costing 

 
 نسب ريزي فعلي بيمارستان عالی ريزي عملياتي و مقايسه آن با سيستم بودجه بودجه  بررسي امکان استقرار سيستم

 ) شرقي آذربايجان استان اجتماعي تأمين سازمان درمان مديريت (
 

  3 ، صمد ترابی نيا2، عليرضا بشيری  1 راشد اكبرزاده بھزاد
  شرقي، تبريز، ايران آذربايجان استان اجتماعي تأمين سازمان درمان کارشناس مديريت 1
  الزھراء، تبريز، ايرانکارشناس مالی دانشگاه علوم پزشکی تبريز، بيمارستان  2
  ايران ،تبريز،  کارشناس مالی شرکت توزيع نيروی برق تبريز 3
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  چكيده

 ميزان و اعتبارات كرد ھزينه نتايج خصوص در را اطالعاتي دارد رواج ھا سازمان در كه سنتي ريزي بودجه روش
 و ھا ھزينه كنترل در مديريت توانايي در و دارد مدت كوتاه افق ھمچنين. كند نمي ايجاد ھا برنامه كارايي و اثربخشي
 تخصيص، پاسخگويي  مسئوليت افزايش و مشكالت اين حل براي. كند مي ايجاد محدوديت واحد ھر اجراي بر نظارت
. باشد مي ھا فعاليت و نتايج بر بيشتر آن تأكيد كه شود مي پيشنھاد عملياتي ريزي بودجه، ھا ھزينه مديريت و منابع بھينه
 فعلي ريزي بودجه سيستم با آن ومقايسه عملياتي ريزي بودجه سيستم استقرار نحوه بررسي ھدف با حاضر تحقيق

 كاربردي نوع از ھدف لحاظ از تحقيق اين. است گرديده تدوين شرقي آذربايجان درمان مديريت نسب عالي بيمارستان
 خدمات. باشد مي نسب عالي بيمارستان اصلي عملياتي مراكز بستري خدمات شامل پژوھش اين آماري جامعه. باشد مي

 مورد 1388 سال طي و شدند انتخاب تحقيق آماري نمونه عنوان به، فراوان اھميت دليل به قلب جراحي بخش بستري
 بھايابي شامل مديريت حسابداري ھاي تكنيك از ھا فرضيه وآزمون ھا داده تحليل و تجزيه منظور به. گرفتند قرار بررسي

 است آن بيانگر ھا يافته. است گرديده استفاده زوجي t آزمون ھمچنين و فعاليت مبناي بر ريزي بودجه و فعاليت مبناي بر
 بودجه تھيه فعلي روش، سيستم اين استقرار و دارد وجود بيمارستان در عملياتي ريزي بودجه سيستم استقرار امكان كه

 تفاوت و دھد مي قرار عملكرد و كار حجم پايه بر را آن و داده تغيير را باشد مي افزايشي ريزي بودجه كه را بيمارستان
  .دارد وجود بيمارستان در فعلي ريزي بودجه و عملياتي ريزي بودجه سيستم بين داري معني
  .فعاليت مبناي بر بھايابي، فعاليت برمبناي ريزي بودجه، سنتي ريزي بودجه، عملياتي ريزي بودجه :كليدي ھاي واژه

  مقدمه -1

ھا رواج دارد اطالعاتی را در خصوص نتايج ھزينه کرد اعتبارات و ميزان اثر  سنتی که در سازمان  ريزي روش بودجه
و نظارت   ھا کند. ھمچنين افق کوتاه مدت دارد و در توانايی مديريت در کنترل ھزينه ايجاد نمی  ھا بخشی و کارايی برنامه

برای حل اين مشکالت و افزايش مسئوليت پاسخگويی، تخصيص بھينه کند.  بر اجرای ھر واحد محدوديت ايجاد مي
باشد.  مي  ھا شود که تاکيد آن بيشتر بر نتايج و فعاليت عملياتی پيشنھاد مي  ريزي ، بودجه ھا منابع و مديريت ھزينه

ز آنجائيكه كند. ا ريزي اضافه مي جويي و اثربخشي را به ابعاد سنتي بودجه ريزي عملياتي عوامل صرفه بودجه
سازي نحوه توزيع منابع، امكان پايش عملياتي  تواند ضمن شفاف ھاي ھر سازمان مي اختصاص ھدفمند اعتبار به فعاليت

ريزي عملياتي گام موثري در افزايش  ھا را فراھم سازد، استفاده از روش بودجه و انتظار براي دسترسي به نتايج ھزينه
المللي از  ). بر اساس تعريفي كه توسط سازمانھاي بين1382بود (ورمزيار، كارايي و اثربخشي اعتبارات خواھد 

ھا و ساز و كارھايي كه ارتباط بين  ريزي عملياتي عبارت است از: روش ريزي عملياتي عنوان شده است، بودجه بودجه
عات عملكردي در ھا وپيامدھاي آنھا از طريق بكارگيري اطال ھا را با خروجي اعتبارات تخصيص يافته به سازمان

  سازد. تخصيص منابع تقويت مي
  شود: ريزي عملياتي مشاھده مي شود سه موضوع اساسي در يك نظام بودجه ھمانگونه كه از اين تعريف استنباط مي

يابد، ابتدا بايد عملكرد سازمان مورد ارزيابي قرار گيرد تا  اكنون كه بودجه بر اساس عملكرد تخصيص مي - الف
اي الزم را تخصيص دھند. بديھي است ھمواره ارزيابي عملكرد بر مبناي يك  ند در قبال آن اعتبارات بودجهمديران بتوان

شود. بنابراين تعيين اھداف كمي ساالنه و چندساله و ارزيابي عملكرد بر مبناي اھداف  ھدف از پيش تعيين شده انجام مي
  ريزي عملياتي ضروري است. در نظام بودجه

ملكرد سازمان در قبال تحقق اھداف ساالنه مورد ارزيابي قرار گرفت، سوال اصلي اين است كه چه اكنون كه ع - ب
ميزان منابع به عملكرد بدست آمده تخصيص يابد. بنابراين موضوع محاسبه بھاي تمام شده محصوالت و خدمات نيز از 

  ريزي عملياتي است. عناصر اصلي يك نظام بودجه
ست كه چگونه با بودجه كمتري محصوالت و خدمات بيشتر و با كيفيت باالتر توليد موضوع اساسي ديگر اين - ج

ھا است. پاسخ اين سؤال در  كنيم. اين به معناي افزايش كارايي سازمان در نحوه مصرف منابع براي توليد خروجي
  شود. مديريت بھاي تمام شده ھر واحد محصول يا خدمت توليد شده نمايان مي

ھا و نتايج  منجر به بھبود تخصيص منابع و افزايش كارايي و اثر  ريزي عملياتي با تاكيد بر خروجي بودجهبنابراين نظام 
ريزي و ارزيابي  ريزي عملياتي شامل سه موضوع اساسي، برنامه شود در واقع با توجه به موارد باال، بودجه بخشي مي

محصوالت و خدمات و مديريت بھاي تمام شده عملكرد بر مبناي اھداف تعيين شده، محاسبه بھاي تمام شده 
  ).1386است(زينالی،
ريزي سنتي و افزايشي است كه  ريزي كه در سازمان تامين اجتماعي رواج دارد تركيبي از روش بودجه روش بودجه

ھا ارائه نداده، ھمچنين باعث  اطالعاتي را در خصوص نتايج مصرف اعتبارات و ميزان اثربخشي و كارايي برنامه
ھاي  شود. با توسعه وظايف سازمان و افزايش سريع ھزينه ھا مي محدديت اقتدار مديريت واحدھا، در كنترل ھزينه

ريزي، كنترل و مديريت  ھاي برنامه واحدھاي درماني، و پيوند آن با وضعيت عمومي كشور، ضرورت بھبود سيستم
زد، اطالعات وسيعي در مورد نتايج عملكردھا و منابع سازمان مطرح گرديده است تا تصميم گيرندگان را قادر سا

ھاي اجرايي داشته باشند. در اين راستا طراحي سيستم بھايابي بر مبناي فعاليت براي محاسبه و تعيين قيمت تمام  ھزينه
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شده واقعي خدمات درماني مراكز درماني مديريت درمان تامين اجتماعي استان الزم و ضروري است، ھمانطوريكه 
ريزي عملياتي  محصوالت و خدمات از عناصر اصلي يك نظام بودجه اشاره شد موضوع محاسبه بھاي تمام شدهقبالً 

  است.
از آنجا كه روش موجود محاسبه بھاي تمام شده خدمات درماني و بھداشتي در سطح كشور و بيشتر نقاط دنيا بر اساس 

گيران در اين عصر  اطالعات مورد نياز را براي تصميمگذاري ثابت وضع شده است. استفاده از اين روش،  روش تعرفه
كند. بھايابي بر مبناي فعاليت به منظور دسترسي به اين مھم و ھمچنين راھنمايي و ھدايت مديران مالي و  فراھم نمي

  تواند كمك كننده باشد. ھاي سازماني مي بررسي و پيگيري پيشرفت
نمايد. اين خدمات در بخش درمان از  شدگان ارائه خدمت مي رمان به بيمهاي و د سازمان تامين اجتماعي در دو بخش بيمه

گيرد. با توجه به اينكه منابع سازمان در سالھاي اخير با كاھش  ھا انجام مي طريق مديريت درمان تامين اجتماعي استان
اعتبارات بيش از پيش  ھا و تخصيص بھينه ھاي مديريت ھزينه، جھت كنترل ھزينه مواجه شده، لزوم بازنگري در روش

ريزي عملياتي در واحدھاي  شود. در اين راستا اين تحقيق به منظور بررسي امكان استقرار سيستم بودجه احساس مي
درماني مديريت درمان تامين اجتماعي استان آذربايجان شرقي بعنوان بخشي از مراكز درماني سازمان تامين اجتماعي، 

تر خواھد بود، و گام موثري در افزايش كارايي و اثربخشي  م نسبت به سيستم فعلي مناسبو اينكه آيا استقرار اين سيست
  شود. ھا و افزيش كيفيت خدمات خواھد داشت يا خير، انجام مي اعتبارات تخصيصي سازمان و كاھش ھزينه

  مبانی نظری پژوھش -2

  شود: عملياتي پرداخته مي  يزير بھايابي قابل کاربرد در بودجه  ھاي دراين بخش به تشريح ھر يک از روش
   عملياتي به روش حسابداري قيمت تمام شده  ريزي تنظيم بودجه .1

دولتي، تنظيم بودجه عملياتي به روش قيمت   ھاي بدون استقرار يک نظام سيستم حسابداري قيمت تمام شده در دستگاه
جامعيت کليه عوامل ھزينه (دستمزد، مواد و باشد. روش حسابداري قيمت تمام شده به لحاظ  تمام شده امکان پذير نمي

سربار) روش کاملي است ولي به کار بستن آن مستلزم استقرار يک سيستم حسابداري مالي و قيمت تمام شده (صنعتي) 
مقايسه   ھا شود، تغييرات قيمت باشد. بعالوه چون ھزينه واحد کار بر حسب معيار پول محاسبه مي پيچيده و پيشرفته مي

سازد. در نتيجه، بکار بردن علمي روش قيمت تمام شده به  مختلف با مشکل مواجه مي  ھاي عمليات را در سالھزينه 
و ... با   ھا ، حسابداري تعھدي، عدم ثابت بودن قيمت47داليلي ھمچون عدم استفاده از جريان منابع اقتصادي

باشد. حسابداري قيمت تمام شده در امور صنعتي و تجاري بيشتر معمول است لذا بودجه  بالقوه مواجه مي  ھاي محدوديت
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47 ‐ Flow of economic resources  
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  ريزي توان بر اساس آن تھيه کرد. مراحل تنظيم بودجه انتفاعي بخش دولتي را مي  ھاي مؤسسات خصوصي و شرکت
بندي عمليات، انتخاب واحد اندازه گيري، برآورد  ملياتي طبق رويکرد حسابداري قيمت تمام شده عبارت است از: طبقهع

 ھزينه يک واحد کار، پيش بيني حجم عمليات ومحاسبه ھزينه عمليات 
  عملياتي به روش اندازه گيري کار يا کارسنجي   ريزي تنظيم بودجه .2

) 1384باشد. بنابه تعريف انصاري ( ه عملياتي، روش اندازه گيري کار ميدومين روش قابل کاربرد در بودج
گيري کار، عبارت از روش برقراري يک رابطه صحيح و منطقي ميان حجم کار انجام شده با نيروي انساني يا  اندازه

ت اداري بوده و اي جھت تجزيه و تحليل عمليا باشد. اين روش وسيله ماشيني بکار رفته در تکميل آن مقدار کار مي
گيري کار، بعضي از  اندازه  ھاي مقصود از اين روش کنترل مصرف زمان و سنجش آن با کار انجام شده است. روش

پرسنلي قسمت اعظم مخارج دولت و بودجه را   ھاي مشکالت روش حسابداري قيمت تمام شده را ندارد و چون ھزينه
ل برخي از کشورھاي پيشرفته نيز قرار گرفته است. مھمترين ابزار دھد، بکار بردن اين روش مورد استقبا تشکيل مي
  گيري کار عبارتند از :  روش اندازه

: عبارت است از محاسبه دقيق مدت زمات الزم براي انجام دادن يک عمل معين از طريق  48الف) بررسي زماني
رود. مقدار زمان مذکور  ه کار ميخاصي که در انجام دادن آن عمل ب  ھاي بررسي حرکات، ابزار، وسايل و روش

 49شود و آن را معيار زماني شود، تعيين مي نفر که براي تکميل يک واحد کار مصرف مي - معموالً برحسب ساعت
  ). 1354گويند (اقتداري، مي

صنعتي مناسب است و به داليل سياسي بکارگيري آن در امور دفتري و   ھاي اين روش بيشتر در مؤسسات و شرکت
  گردد.  دولتي توصيه نمي  ھاي دولتي و خصوصاً درمورد کارکنان دستگاه  ھاي و تحقيقاتي دستگاه اداري

انجام دادن کار که در ضمن   ھاي گيري منظم روش : فعاليت يا فرايندي است براي بررسي و اندازه ب) کارسنجي
تواند به  ھندسي زمان و حرکت ھم ميو م  ھا ھاست. ھمچنين مھندسي روش فعاليت انسان بوده و ھدف آن بھبود روش

  ). 1384عنوان معيارھاي کارسنجي محسوب شوند (سعيدي، 
: اين روش براساس مقدار کار انجام شده براي تکميل يک واحد کار و تجزيه زماني که  50ج) تجزيه و تحليل آماري

و  52، پراکندگي51تمايل به مرکزيت ھايي ھمچون پردازد و از شاخص مي  ھا شود و به برآورد ھزينه براي آن مصرف مي
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نمايد. لذا در اين روش، ابتدا با جمع آوري و تجزيه و تحليل اطالعات الزم و  استفاده مي 53تحليل رگرسيون و ھمبستگي
مربوط به واحد کار مورد نظر، واحد اندازه گيري مناسب را انتخاب و سپس مدت زمان الزم براي تکميل يک واحد 

گردد. در ھنجار برخالف معيار  شود، براساس واقعيات موجود تعيين مي خوانده مي»  54ھنجار«کار که اصطالحاً 
مھندسي صنايع نظير مطالعات زماني، استانداردھاي آماري و زماني و برآورد فني استفاده   ھاي زماني از روش

  شود.  نمي
   (ABC) برمبناي فعاليت  عملياتي به روش بھايابي  ريزي تنظيم بودجه .3

) 1995( 55عملياتي، روش بھايابي برمبناي فعاليت است. به اعتقاد پارکر  ريزي سومين روش قابل کاربرد در بودجه
انسان در   ھاي اي براي سنجش فعاليت ھدف از طراحي سيستم حسابداري در اصل آن بوده است که به عنوان وسيله

الزم جھت   ھاي سنتي، ھيچگونه ارتباط شفافي بين فعاليت  يبھاياب  ھاي اختيار او باشد. اين در حالي است که در سيستم
و   ھا ارائه خدمات و ميزان استفاده از منابع وجود ندارد، در نتيجه بھاي تمام شده خدمات، منعکس کننده مستقيم فعاليت

  ھاي سيستم  ھاي داده باشد. از طرفي بسياري از استفاده کنندگان اطالعات مالي معتقدند ارزش منابع بکار گرفته شده نمي
اين  (ABC)سنتي بھايابي ديد شفاف و مفيدي از ارتباط ھزينه با موضوعات ھزينه ندارد. بھايابي بر مبناي فعاليت 

عملياتي مرتفع   ھاي فعاليت  ھاي سازمان با ھزينه  ھاي مشکالت را با ارائه راھکار علمي و به وسيله مرتبط کردن ھزينه
مختلف سازمان را حذف کند   ھاي سازد. در واقع سيستم بھايابي برمبناي فعاليت، طراحي شده است تا مرز بين قسمت مي

   و اطالعات دقيق تري را فراھم نمايد.
ھا نيز  ھا بوده و فعاليت گيرد که محصوالت، مصرف کننده فعاليت بھايابي برمبناي فعاليت از اين باور سرچشمه مي

شود زيرا فعاليت عامل اصلي  نمايند. در اين روش، بر فعاليت به عنوان موضوع ھزينه تأکيد مي منابع را مصرف مي
، فعاليت است. در اين ABCخصوص، معتقد است که قلب  ) در اين 2002(  56ايجاد ھزينه است. چونگ ريوک سات

  سازند. بوده و خروجي ھا، تقاضا براي فعاليت را مي 57موجد ھزينه  ھا شود که فعاليت روش فرض مي
  پيشينه پژوھش -3

كند كه  ، عنوان مي»استقالل اعطائي به دانشگاھھا وموسسات آموزش عالي«) در تحقيقي با موضوع 1383باباجاني ( 
بندي بر مبناي فعاليت بوده و محاسبه بھاي تمام شده  رد بھاي تمام شده دانشجو مستلزم استفاده از سيستم بودجهبرآو

واقعي دانشجو نيز بايد از طريق بكارگيري سيستم بھايابي بر مبناي فعاليت صورت گيرد و استقرار اين دو سيستم را 
ريزي عملياتي در دانشگاھھا و موسسات آموزش عالي اجتناب  هھاي مالي و استقرار بودج براي تحول و نوسازي سيستم

  داند. ناپذير مي
، بيان »ھاي اجرايي كشور تحليل مباني نظري و قانوني حاكم بر سيستم دستگاه«) در تحقيقي با عنوان 1384باباجاني (

اده از يك نظام حسابداري و ريزي عملياتي بدون استف نموده است كه استقرار، كنترل و ارزيابي عملكرد سيستم بودجه
گيري جريان منابع اقتصادي و مرتبط با سيستم بھايابي بر مبناي فعاليت امكان  گزارشگري مالي بر معيارھاي اندازه

  پذير نخواھد بود.
، تالش كرده است »كاربرد بھايابي بر مبناي فعاليت در موسسات آموزش عالي«)در تحقيقي با عنوان 1384باغوميان (

ھا در موسسات  ي از كاربردھاي اصلي سيستم اطالعات حسابداري را در محاسبه بھاي تمام شده انواع فعاليتتا يك
اي را در  ھاي محاسبه ھايي، حداقل زمينه فكري بكارگيري چنين روش آموزش عالي كشور معرفي كند و با ذكر مثال

توان با  بي بر مبناي فعاليت، نتيجه گرفته است كه ميھا فراھم آورد. در پايان با برشماري منافع نظام بھايا دانشگاه
ريزي عملياتي و پاسخگويي به شھروندان در مورد  استقرار نظام بھايابي بر مبناي فعاليت در راستاي برقراري بودجه

  ھاي تحصيلي ناكارآمد گام برداشت. و جلوگيري ازاتالف منابع در برنامه و دوره» آموزش عمومي«كاالي 
ھاي  ريزي عملياتي در دستگاه ) در پايان نامه كارشناسي ارشد خود به بررسي نحوه استقرار بودجه1386زينالي (

ھاي الزم براي محاسبه بھاي شده مبتني برفعاليت جھت  اجرايي استان كرمان پرداخت. ھدف از اين مقاله ارائه مدل
ست. در اين تحقيق ابتدا مدلي به صورت كلي ارائه ھاي اجراي استان كرمان ا ريزي عملياتي در دستگاه استقرار بودجه

گردد. با توجه  ھا ارائه مي ھاي دولتي مدل اختصاصي بھاي تمام شده فعاليت شود و در ادامه براي ھر كدام از دستگاه مي
ريزي عملياتي يك كار گروھي  ھاي صورت گرفته، اين نتيجه حاصل شد كه اجراي سيستم بودجه به مطالعات و بررسي

جويي در آنھا، توسعه و پيشرفت كشور، تاكيد بر نتايج و  ھا و صرفه و سازماني و حتي كشوري جھت كاھش ھزينه

                                                                                                                                                                                         
52 ‐ Dispersion  
53 ‐ Regression – Correlation analysis  
54 ‐ Norm  
55 ‐ Parker (1995)  
56 ‐ Chongruksut ( 2002 )  
57 ‐ Cost Drivers  
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باشد و اجراي آن نياز به تغييرات اساسي در سيستم حسابداري دولتي، به منظور محاسبه  اثربخشي منابع مصرفي مي
زي عمليات دولت و افزايش كارايي و اثربخشي عمليات ھا دارد كه به طور كلي باعث شفاف سا بھاي تمام شده فعاليت

  شود. آنھا وافزايش مسئوليت پاسخگويي دولت مي
ھاي تشخيصي  در بخش ABC) در پژوھشي به بررسي ومحاسبه بھاي تمام شده خدمات بر اساس روش 1387ميريان (

ھاي  خت. عمليات بھايابي در بخشپردا 1385بيمارستان آموزشي شھيد دستغيب شيراز با استفاده از اطالعات سال 
نوع راديوگرافي،  5نوع آزمايش و  10ھاي آزمايشگاه و راديولوژي به منظور محاسبه بھاي تمام شده  پشتيباني و بخش

ھاي نيروي انساني، مواد و ملزومات مصرفي، استھالك و  توانست ھزينه ABCاجرا شد. وي با استفاده از سيستم 
ھاي  عاليت را محاسبه كرده و بدين وسيله بھاي تمام شده بر حسب ھر خروجي در بخشسربار مربوط به مراكز ف

دھد كه تفاوت  تشخيصي بيمارستان شھيد دستغيب شيراز را بدست آورد. نتايج حاصل از پژوھش وي نشان مي
يصي ھاي تشخ ھاي موجود در بخش و تعرفه ABCداري بين بھاي تمام شده محاسبه شده بر مبناي روش  معني

بر مبناي فعاليت الگوي مناسبي براي محاسبه   بيمارستان شھيد دستغيب شيراز وجود دارد. مضافاً اينكه روش بھايابي
باشد كه در جھت استقرار سيستم  ھاي تشخيصي بيمارستان شھيد دستغيب شيراز مي بھاي تمام شده خدمات در بخش

  ريزي عملياتي بايد اجراء شود. بودجه
ريزي عملياتي مبتني بر فعاليت در  در تحقيقي به بررسي نحوه استقرار سيستم بودجه) 1390اني (زينالي و سليم

يابي بر مبناي فعاليت به عنوان الگويي  شھرداري كالن شھر تبريز پرداختند. در اين تحقيق ضمن معرفي سيستم بھا
ريزي عملياتي  تر از آن يعني بودجه تم جامعمناسب براي محاسبه بھاي تمام شده خدمات شھرداري به تشريح و تبيين سيس

بدنبال محاسبه   ھاي دقيق و واقعي ك ھاي انجام گرفته و تعيين محر شود و با تعيين و شناسايي دقيق فعاليت پرداخته مي
و ريزي بر مبناي فعاليت  ريزي عملياتي و به تبع آن بودجه سازي بودجه واقعي بھاي تمام شده خدمات ھستيم. با پياده

ھا و بھاي تمام شده واقعي خدمات  بھايابي بر مبناي فعاليت در شھرداري، شاھد شناسايي دقيق بھاي تمام شده فعاليت
  خواھيم بود.

و مديريت بر مبناي  ABCاي به توصيف مدلي به  منظور تحليل فرايند  در مطالعه) 2002( 58ريدر استلپ و ھمكاران 
دھد كه  ھا نشان مي ھاي سوئد پرداختند. نتايج حاصل از پژوھش آن در بخش قلب يكي از بيمارستان (ABM) 59فعاليت

ھاي جديدي ھمچون تحليل فعاليت و فرايند، محاسبه بھاي تمام  اجراي سيستم بھايابي بر مبناي فعاليت باعث ايجاد قابليت
گيري استراتژيك  توان به منظور تصميم ر اطالعات ميسازي شده است. ھمچنين از اين سيستم به ھمراه ساي شده و شبيه

  ريزي عملياتي بھره گرفت. و استقرار سيستم بودجه
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58 ‐ Ridderstolpe et al (2002) 
59 ‐ Activity Based Management (ABM) 
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ھاي  به بررسي روش» بھاي تمام شده بخش بيمارستان در اروپا«) در پژوھشي با عنوان 2004( 60نگريني و ھمكاران
و تحليل روشھاي گوناگون بھايابي به اين نتيجه رسيدند  ھا پرداختند. آنھا با مطالعه محاسبه بھاي تمام شده در اين سازمان

تواند باعث شود تا  كه يك الگوي بھايابي استاندارد شده براي بخش بيمارستان وجود ندارد. وجود الگوي استاندارد مي
گيري به  تصميمھا افزايش يافته و فرايند  ھا به وجود آمده،  ارزيابي اقتصادي در اين بخش امكان مقايسه در بين سازمان

  ھمراه تخصيص كاراي منابع بھبود يابد.
ھاي كانادا پرداختند. ھدف  در بيمارستان ABC) در تحقيقي به بررسي ميزان پذيرش سيستم 2006( 61ادن و ھمكاران

ريزي  جھت استقرار سيستم بودجه ABCاصلي پژوھش آنھا بدست آوردن شواھدي در مورد علل پذيرش پايين سيستم 
ھا با استفاده از پرسشنامه و مصاحبه با كارمندان كليدي  و موانع موجود بر سر راه پذيرش و اجراي آن بود. آنعملياتي 

به عنوان يك  ABCدھد كه سيستم  ھا نشان مي آوري شواھد كردند. نتايج حاصل از پژوھش آن بيمارستان اقدام به جمع 4
گيري نسبت  ھا و تصميم روشھا، مديريت روزانه فعاليت  و ھزينه ابزار مديريت يكپارچه، ابزار مربوط به بررسي منافع

شود. علل اصلي فقدان اين پذيرش را در  ھا استفاده نمي ريزي عملياتي) در بيمارستان ھا (بودجه ريزي پروژه به بودجه
لتي بودن بدبيني مديران اجرايي نسبت به سيستم و عدم توانايي آن در ارائه يك قاعده تامين مالي موثر، دو

ھا و اينكه اين  ھاي پزشكان و مديريت ھزينه ھاي مربوط به تخصيص منابع، عدم وجود ارتباط بين انگيزه گيري تصميم
  توان جستجو كرد. سيستم نيز يكي ديگر از بارھاي تحميلي مديريتي است، مي

، با تحليل كاربردھاي »فعاليتتوسعه و كاربردھاي روش بھايابي بر مبناي «) در تحقيقي با عنوان 2010( 62وگمان 
يابي بر مبناي فعاليت در كشور فرانسه پرداخت. وي در بخش اول،  حسابداري مديريت با ھدف اصالح روش بھا

كند.  ريزي عملياتي است را توصيف مي كاربردھاي حسابداري مديريت كه يكي از موارد آن در استقرار سيستم بودجه
دھد كه حسابداری مديريت  كند. نتايج حاصل از تحقيق نشان مي ھا اشاره ميسپس به خصوصيات اصلي اين كاربرد

ريزي عملياتي و حسابداري مصرف  داخل سازماني از طريق بودجه  ازطريق تحليل سودمندي مشتري، مديريت ھزينه
  كند. منابع، سازمان را مديريت مي

  
  سواالت و فرضيه ھای پژوھش -4

  اصلي وپرسش ھای فرعي مطرح شده عبارت است از:به منظور تحقق اھداف پژوھش، پرسش 
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60 ‐ Negrini et al (2004) 
61 ‐ Eden et al (2006) 
62  - Wegmann (2010) 
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  ريزي عملياتي در بيمارستان استاد عالي نسب وجود دارد؟ : آيا امكان استقرار سيستم بودجهسوال اصلي
) براي ھر واحد از خدمات مراكز ABC: آيا محاسبه بھاي تمام شده بر اساس بھايابي بر مبناي فعاليت (1سوال فرعي

  پذير است؟ ريزي عملياتي در بيمارستان استاد عالي نسب امكان نظور استقرار سيستم بودجهعملياتي اصلي به م
) در بيمارستان استاد عالي نسب امكان پذير ABBريزي بر مبناي فعاليت ( : آيا استفاده از سيستم بودجه2سوال فرعي

  است؟
  برای بررسی موضوع پژوھش،فرضيه زيرتدوين وموردآزمون قرارگرفته است:

  ريزي فعلي بيمارستان استاد عالي نسب قابل مقايسه است. ريزي عملياتي با سيستم بودجه : سيستم بودجهفرضيه اصلي
ريزي عملياتي براي ھر واحد از خدمات مراكز عملياتي اصلي بيمارستان  ريزي فعلي و بودجه : بين بودجهفرضيه فرعي

  داري وجود دارد. استاد عالي نسب تفاوت معني
  اسی پژوھششنروش -5

ھاي اين تحقيق مربوط به اطالعات مالي مديريت درمان سازمان تامين اجتماعي استان آذربايجان  با توجه به اينكه داده
سازي سيستم مورد مطالعه مفيد واقع شود، لذا تحقيق حاضر از لحاظ  تواند در استقرار و پياده شرقي بوده و نتايج آن مي

رف ديگر چون اين تحقيق، بررسي و توصيف موردي نحوه استقرار سيستم ھدف از نوع كاربردي است. از ط
ريزي جديد در يك مركز درماني و تعميم نتايج حاصله به مراكز درماني تامين اجتماعي استان آذربايجان شرقي  بودجه

از نوع باشد، لذا تحقيق حاضر از لحاظ روش تحقيق،  ريزي عملياتي مي بصورت الگوي بكارگيري سيستم بودجه
باشد.از بين مراكز درماني مديريت درمان سازمان تامين اجتماعي استان آذربايجان شرقي به دليل شرايط  توصيفي مي

كاري مناسب و اھميت موضوع، خدمات بستري مراكز عملياتي اصلي بيمارستان تخصصي و فوق تخصصي استاد 
منظور رسيدن به اھداف تحقيق، براي بررسي امكان آماري در نظر گرفته شده است. به   عالي نسب بعنوان جامعه
ھاي حسابداري مديريت شامل  ريزي عملياتي و ارائه مدل نحوة استقرار اين سيستم از تكنيك استقرار سيستم بودجه

شود. در گام اول، مراكز ھزينه بر اساس نمودار  ريزي بر مبناي فعاليت استفاده مي بھايابي بر مبناي فعاليت و بودجه
شود. با توجه به  گردند. در گام دّوم، به شناسايي وتخصيص منابع به مراكز ھزينه پرداخته مي ازماني ايجاد ميس

ھاي مستقيم و غيرمستقيم قابل تفكيك ھستند. براي  ھا به دو دسته ھزينه ھاي انجام شده در بيمارستان، اين ھزينه بررسي
ھاي غيرمستقيم از فرمي كه بصورت پرسشنامه تھيه شده  ھزينهجھت تخصيص   ترين نوع محرك ھزينه انتخاب مناسب

شود. براي تحليل و استخراج نتايج اين پرسشنامه،  نفر از مسئولين و كارشناسان قرار گرفته استفاده مي 35و در اختيار 
ندي كرده و ب  ھاي ھزينه را به دو گروه تقسيم ھاي بدست آمده از جمعيت آماري مورد بررسي مربوط به محرك داده

اي مورد ارزيابي قرار  ھا به روش آزمون دو جمله ھا را براي ھر كدام از ھزينه ھا بين اين محرك تفاوت توزيع داده
بندي  ھاي غيرمستقيم رتبه دھيم و از طريق تجزيه و تحليل واريانس فريدمن مبناھاي مناسب براي تخصيص ھزينه مي
انه كه بترتيب بر اساس سطح زيربنا، تعداد كاركنان و درصدي از ارزش ھا در سه مخزن جداگ گردند. اين محرك مي

ھا بر روي  سرشكن و سپس از طريق محرك فعاليت  ھاي مراكز ھزينه لوازم ھستند انباشته شده و بر روي فعاليت
لي تخصيص ھا بر خدمات و خروجي مراكز عملياتي اص ھاي مراكز عملياتي اصلي تسھيم و در نھايت اين ھزينه فعاليت
ھا، در گام آخر بھاي تمام شده ھر نوع از خدمات به تعداد آن نوع خدمت  يابند. پس از محاسبه و تخصيص ھزينه مي

تقسيم شده و با اضافه شدن حق الزحمه پزشكان و ھزينه دارو و لوازم مصرفي پزشكي، بھاي تمام شده ھر واحد از 
استفاده  Excelشود. براي تجزيه و  تحليل اطالعات از نرم افزار  يخدمات به روش بھايابي بر مبناي فعاليت حاصل م

زوجي استفاده خواھد شد، بدان معنا كه پس از تعيين  Tگرديده است. ھمچنين براي آزمون فرضيه تحقيق، از آزمون 
ستفاده از آزمون بھايابي بر مبناي فعاليت تفاوت اين روش با روش بودجه شده فعلي با ا  بھاي تمام شده خدمات به روش

ريزي عملياتي در  گيرد تا امكان مقايسه بين سيستم بودجه ھاي جفت شده مورد آزمون قرار مي مقايسه ميانگين نمونه
  ريزي فعلي فراھم گردد. صورت استقرار  با سيستم بودجه

  يافته ھای پژوھش  -6

نسب زير مدل مذکور در بيمارستان عالي يابي بر مبناي فعاليت، در بخشبا در نظر گرفتن گامھاي طراحي سيستم بھا
  ريزي عملياتي وجود دارد يا خير؟ گيرد تا مشخص گردد که امکان استقرار سيستم بودجهمورد بررسي قرار مي

  شناسايي و تعيين مراکز ھزينه - الف
نسب استاد عالي يابي بر مبناي فعاليت، شناسايي مراکز ھزينه در بيمارستاناولين مرحله فرايند طراحي سيستم بھا

باشد،. براي انتخاب مراکز ھزينه در ھر بيمارستان بايد به نوع شرقي ميمديريت درمان تامين اجتماعي استان آذربايجان
کار و ھدفي که براي ھر بخش تعريف شده است، توجه کرد. چون متناسب با کارکرد و ھدف ھر مرکز ھزينه، براحتي 

ھاي آن به دست آورد. به ھمين جھت نمودار ود و سپس مبنايي را براي تسھيم ھزينهتوان برونداد آن را تعريف نممي
سازماني بيمارستان مورد بررسي و تجزيه و تحليل قرار گرفت و پس از کسب شناخت کلي از وضعيت بيمارستان و 

ي، پشتيباني عمومي، گروه ستاد 4واحدھاي گوناگون آن، مراکز ھزينه شناسايي شدند.مراکز ھزينه شناسايي شده به 
   اند.عملياتي تشخيصي و عملياتي اصلي تقسيم شده
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- ھاي انجام شده در بيمارستان انجام ميھاي اين مراکز در راستاي پشتيباني از فعاليتمراکز ستادي: فعاليت .1
زيرمجموعه خود را ريزي، نظارت، کنترل، ھدايت و سرپرستي واحدھا و مراکز درماني گيرد. اين مرکز وظيفه برنامه

بر عھده دارد. ھدف اين مرکز، ايجاد زمينه مناسب فعاليت براي واحدھاي پشتيباني عمومي و عملياتي تشخيصي 
  ھاي عملياتي اصلي است. بيمارستان براي انجام فعاليت

اصلي مراکز پشتيباني عمومي: اين مراکز فعاليت، خدمات عمومي و پشتيباني را جھت مراکز فعاليت عملياتي  .2
باشند، مانند واحد حسابداري و يا واحد دھند و بطور مستقيم درگير ارائه خدمات به بيماران نميو تشخيصي انجام مي

  نامند.مي» خدمات محور«تدارکات. اين بخشھا را در اصطالح 

اصلي مراکز عملياتي تشخيصي: اين مراکز فعاليت براي ارائه خدمات تشخيصي و جانبي به بخشھاي عملياتي  .3
اي به حساب آيند. مانند واحد آزمايشگاه و يا توانند به عنوان واحدھاي مستقل ھزينهو بيماران فعاليت دارند و مي

  باشند.مي» خروجي محور«راديولوژي. اين بخشھا در اصطالح 

مات به مراکز عملياتي اصلي: مراکز عملياتي اصلي، بخشھايي ھستند که بطور مستقيم درگير فرايند ارائه خد .4
  باشند.مي» بيمار محور«باشند. از قبيل جراحي قلب و يا بخشھاي مراقبتي بستري. اين بخشھا در اصطالح بيماران مي

  شناسايي و تخصيص منابع به مراکز ھزينه - ب
ھايي که جھت رسيدن به اھداف اصلي بيمارستان صورت پس از شناسايي مراکز ھزينه در بيمارستان، بايستي ھزينه

گيرند را شناسايي نمود. بنابراين بايستي اسناد ھزينه، دفاتر کل وصورت مقايسه عملكرد بودجه بيمارستان مورد مي
  بندي گردد. بررسي قرار گيرند تا کليه منابع مصرفي در يک سال مالي شناسايي و دسته

  د از:شوند که عبارتنھاي ھر مرکز فعاليت از نظر رفتار به دو گروه کلي تقسيم ميھزينه
شود که در راستاي انجام کارھا و ھايي گفته ميھاي مستقيم به ھزينهھاي غيرمستقيم. ھزينهھاي مستقيم و ھزينهھزينه
ھايي است که ھاي غيرمستقيم، ھزينهھاي ھر مرکز فعاليت باشد و با حجم کارھا و فعاليتھا، تغيير کند. ھزينهفعاليت

  شوند.ھاي کلي ھر بخش محسوب ميندارد، بلکه به عنوان ھزينهارتباطي با حجم فعاليتھا و کارھا 
ھاي  غيرمستقيم از ساير مراکز ھاي مستقيم در خود مرکز فعاليت و عامل جذب ھزينهمراکز فعاليت عامل ايجاد ھزينه

  باشند.فعاليت مي
ساني، تجھيزات پزشكي، لوازم طي بررسيھاي صورت گرفته عوامل ايجاد ھزينه براي بيمارستان عبارتند از: نيروي ان

  اداري، ساختمان، مواد و ملزومات مصرفي، استھالک و غيره.
جھت تخصيص منابع به واحدھاي مختلف مراکز ھزينه شناسايي شده در سطح بيمارستان از عوامل و مبناھاي مختلفي 

م به مراکز ھزينه مربوطه گردد. حقوق و مزاياي پرسنل شاغل در ھر واحد مركز ھزينه بصورت مستقياستفاده مي
ھا به واحدھاي مختلف مراکز ھزينه و از سوي ديگر شوند، اين عمل از يک طرف تخصيص دقيق ھزينهرديابي مي

  محاسبه دقيق بھاي تمام شده خدمات خروجي بخش جراحي قلب را به دنبال خواھد داشت.
ھاي اداري که قابليت رديابي بخش از ھزينه آوري اطالعات در ارتباط با مشخص ساختن مبناي تخصيص آنجھت جمع

نفر از مديران و کارشناسان مديريت  35مستقيم به مراکز ھزينه مربوطه را ندارند پرسشنامه ای تھيه شده و در اختيار 
ھاي بدست آمده از  نسب قرار گرفت. براي تحليل و استخراج نتايج اين پرسشنامه، دادهدرمان و بيمارستان استاد عالي

ھا بين اين  بندي كرده و تفاوت توزيع داده  ھاي ھزينه را به دو گروه تقسيم جمعيت آماري مورد بررسي مربوط به محرك
دھيم و از طريق تجزيه و  اي مورد ارزيابي قرار مي ھا به روش آزمون دو جمله ھا را براي ھر كدام از ھزينه محرك

ھا در سه  گردند. اين محرك بندي مي ھاي غيرمستقيم رتبه ص ھزينهتحليل واريانس فريدمن مبناھاي مناسب براي تخصي
مخزن جداگانه كه بترتيب بر اساس سطح زيربنا، تعداد كاركنان و درصدي از ارزش لوازم ھستند انباشته شده و بر 

  سرشكن می شوند.  ھاي مراكز ھزينه روي   فعاليت
  ھا  ھاي مربوطه جھت تخصيص ھزينه اين فعاليتتعيين محرکھاي مراکز ھزينه در بيمارستان و شناسايي فعاليت - ج

ھا، پس از مراجعه به  ھاي انجام شده در ھر مرکز بايستي شناسايي شوند. براي شناسايي فعاليتدر اين بخش فعاليت
احد از ھا مصاحبه بعمل آمد و در ھر ومراکز ھزينه و مشاھده نحوه انجام امور، با افراد با تجربه و مسئولين قسمت

نظرات چندين نفر استفاده گرديد.به عنوان نمونه انواع فعاليت ھای پشتيبانی عمومی ومحرک ھای مربوطه درجدول 
  )7- 4ارائه شده است.(جدول
ھا، مراحل ھاي مناسب جھت تخصيص اين ھزينهھاي انجام شده در مراکز فعاليت و تعيين محرکپس از محاسبه ھزينه

  گيرد:رت انجام ميھا بدين صوتخصيص ھزينه
ھاي مراکز پشتيباني عمومي تخصيص ھاي شناسايي شده در مراکز ستادي، به فعاليتاي از ھزينهبخش عمده .1

گردد. ھاي اين مرکز نيز به مراکز عملياتي تشخيصي و عملياتي اصلي تسھيم ميشود، قسمتي از ھزينهداده مي
  گيرد.شناسايي شده انجام ميھاي ھاي اين مرکز براساس محرکتخصيص ھزينه
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ھاي فعاليت شناسايي شده در اين بخش به مراکز ھاي پشتيباني عمومي براساس محرکھاي فعاليتھزينه .2
  گردد.عملياتي تشخيصي و عملياتي اصلي تسھيم مي

ي ھاي فعاليت شناسايي شده مستقيماً به مرکز عملياتھاي مراکز عملياتي تشخيصي با توجه به محرکھزينه .3
  گردد.اصلي تسھيم مي

- ھاي اين مرکز، با توجه به محرکھاي عملياتي اصلي و محاسبه ھزينهھا بر روي فعاليتپس از تسھيم ھزينه .4
  شود. ھاي جراحي قلب تخصيص داده مي ھا به خروجيھاي شناسايي شده، اين ھزينه

بھاي تمام شده به روش بھايابي بر مبناي  شناسايي و تعيين انواع خدمات بخش جراحي قلب بيمارستان جھت محاسبه -د
  فعاليت

باشد لذا از ميان اين نسب داراي خدمات مختلف و متنوع براي بيماران ميبا توجه به اينکه بيمارستان استاد عالي
-شود. اھميت اين خدمات به داليل ذيل ميخدمات، انواع خدمات جراحي قلب بدليل اھميت فراوان در نظر گرفته مي

  :باشد
  باشند.ھاي مستقيم و غيرمستقيم ميدھند و داراي ھزينهاي را به خود اختصاص ميھاي عمدهـ اين خدمات، ھزينه

- ھا را دقيقگيرد و اين کار تسھيم ھزينهـ خدمات جراحي قلب نسبت به ساير خدمات در يک بخش متمرکز انجام مي
  نمايد.تر و آسانتر مي

  باشد.ـ خدمات اين بخش فوق تخصصي مي
  تخصصي جراحي قلب تعميم داد.ھاي تکتوان به بيمارستانـ نتايج حاصل از انتخاب اين نوع از خدمات را مي

  محاسبه بھاي تمام شده خدمات بخش جراحي قبل بيمارستان به روش بھايابي بر مبناي فعاليت -ه
بھايابي بر مبناي فعاليت طبق روش ارائه شده بھاي تمام شده خدمات بخش جراحي قلب بيمارستان با استفاده از روش 

ھا به مراكز ھزينه شناسايي  محاسبه گرديده است. طي بررسيھا و محاسبات صورت گرفته در بيمارستان، مجموع ھزينه
) بھاي تمام شده خدمات بخش جراحي قلب بيمارستان با استفاده از روش  15-4شده تخصيص ودر نھايت در جدول (

  ناي فعاليت محاسبه گرديده است.بھايابي بر مب
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 نتايج حاصل ازبررسي سوالھای فرعی پژوھش  

نتايج حاصل ازبررسی سوالھای فرعی نشان می دھدکه امکان طراحی سيستم بھايابی برمبنای فعاليت جھت محاسبه 
مات انجام شده در وتعيين قيمت تمام شده واقعی خدمات دربيمارستان وجوددارد. در نتيجه با محاسبه بھاي تمام شده خد

ريزي بر مبناي فعاليت براي برآورد منابع  بيمارستان به روش بھايابي بر مبناي فعاليت، استفاده از سيستم بودجه
مصرفي جھت ارائه حجم خدمات معين براي دوره بعد امكان پذير است.باتوجه به نتايج حاصل ازبررسی سوالھای 

  ياتی دربيمارستان وجوددارد.فرعی،امکان استقرارسيستم بودجه ريزی عمل
 نتايج حاصل ازبررسی فرضيه فرعی پژوھش  

را مورد  63زوجي Tھا و آزمون فرضيه فرعي، روش  با توجه به اينكه در تحقيق حاضر به منظور تجزيه و تحليل داده
ود. پيش فرض بايست از برقراري پيش فرضھاي بكارگيري اين آزمون اطمينان حاصل نم دھيم، لذا مي استفاده قرار مي

باشد و نتايج  ھاي مربوط به روشھاي مورد آزمون از توزيع نرمال مي زوجي، برخوردار بودن داده Tبكارگيري آزمون 
تواند اعتبار داشته باشد كه اين فرض برقرار باشد. بدين ترتيب در اين بخش  زماني مي Tحاصل از بكارگيري آزمون 

ھا را در ھر يك  نرمال بودن داده SPSSاسميرنوف و از طريق نرم افزار  -ف از تحقيق با استفاده از روش كولموگورو
باشد. لذا فرض  ھاي آماري تحقيق مي كنيم. اولين مرحله در انجام ھر آزمون آماري تعريف فرضيه از روشھا آزمون مي

  شوند: صفر و فرض مقابل در اين آزمون به صورت زير تعريف مي
  Hباشد: ميھا نرمال  توزيع داده
  1Hباشد: ھا نرمال نمي توزيع داده

  اند: ) ارائه شده1ھا و مجموع آنھا در جدول( نتايج حاصل از اين آزمون به تفكيك روش
  ھاي بھايابي ) براي روشk-sاسمير نوف ( –):  نتايج ازمون كولموگوروف 1جدول( 

  تعداد مشاھدات  روش
كولموگوروف 

 Zاسميرنوف 
  آزموننتيجه   داري سطح معني

  شود رد مي TBC(  16  550/0  923/0  1Hبھايابي بر مبناي تعرفه (

  شود رد مي ABC(  16  780/0  577/0  1Hبھايابي بر مبناي فعاليت  (

Cd 

 

 

 
 

Cd 

 

 

 
 

Cd 

 

 

 
 

                                                            
63  -  Paired T test  
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بھايابي بر مبناي تعرفه و فعاليت 
)TA(  

32  593/0  873/0  1H شود رد مي  

  
باشد.  مي 05/0ھاي بھايابي بيشتر از  روشھاي  داري آزمون براي تمامي داده با توجه به نتايج حاصله ، سطح معني

  باشند. درصد اطمينان فرض صفر در مورد آنھا پذيرفته شده و از توزيع نرمال برخوردار مي 95بنابراين با 
وابسته يكي از  Tگيرد. آزمون  ھا مورد استفاده قرار مي يك آزمون پارامتريك است كه براي مقايسه ميانگين Tآزمون 

ھاي يك نمونه در دو وضعيت متفاوت ھستيم ازاين  زوجي است. در صورتيكه درصدد مقايسه ميانگين Tانواع آزمون 
شود. در واقع يك نمونه وجود دارد كه داراي دو وضعيت براي مقايسه است. پس براي دو متغير جفت  آزمون استفاده مي

ھاي تحقيق در قالب  ون با تعريف فرضيهاي يا نسبي اين آزمون كار برد دارد. اين آزم شده، با سطح سنجش فاصله
وابسته به شرح ذيل  Tشود. فرض صفر و فرض مقابل در يك آزمون  ھاي آماري قابل آزمون شروع مي فرضيه

  باشد: مي
داري وجود ندارد)   (بين دو روش مورد بررسي تفاوت معني  dH   
dHداري وجود دارد)     (بين دو روش مورد بررسي تفاوت معني :1  

ريزي فعلي براي ھر واحد  اي بيانگر بودجه اضر بھاي تمام شده ھر واحد از خدمات بستري به روش تعرفهدر تحقيق ح
ريزي عملياتي ھر واحد از  از خدمات و بھاي تمام شده ھر واحد به روش بھايابي بر مبناي فعاليت نمايانگر بودجه

  گيرد.  ميباشد كه تفاوت بين اين دو روش مورد آزمون قرار  خدمات بستري مي
Hداري  ريزي عملياتي براي ھر واحد از خدمات مراكز عملياتي اصلي، تفاوت معني ريزي فعلي و بودجه : بين بودجه

وجود ندارد( dH :(  

1Hداري  ريزي عملياتي براي ھر واحد از خدمات مراكز عملياتي اصلي،  تفاوت معني ريزي فعلي و بودجه : بين بودجه

dHوجود دارد. ( :1(  

) به طور 2ز آزمون داده مربوط به بھاي تمام شده خدمات بستري در مراكز عملياتي اصلي در جدول (نتايج حاصل ا
  خالصه ارائه شده است:

  زوجي وابسته براي دو روش T) : نتايج آزمون 2جدول (
  داري تفاوت   نتيجه آزمون معني  داري  سطح معني tآماره   درجه آزادي 

  دار معني  000/0  - 964/6  15
 Hدر ناحيه پذيرش  t= - 964/6درصد مقدار 95ھمانطور كه در جدول  نشان داده شده است، در سطح اطمينان 

رد  1Hبه نفع  Hدرصد است، فرض  5كه كوچكتر از  P-value= 000/0گيرد.ھمچنين با توجه به مقدار  قرارنمي
از خدمات مراكز عملياتي اصلي تفاوت ريزي عملياتي براي ھر واحد  ريزي فعلي و بودجه شود. يعني بين بودجه مي

  داري در بيمارستان استاد عالي نسب مديريت درمان تأمين اجتماعي آذربايجان شرقي وجوددارد.  معني
  بحث ونتيجه گيری -7

عملياتی که برای استقرار اين سيستم   ريزي بر مبنای فعاليت، يکی از عناصر سيستم بودجه  با استقرار سيستم بھايابي
افزايشی   ريزي بر مبنای فعاليت، روش فعلی تھيه بودجه بيمارستان را که بودجه  يابد. روش بھايابي بوده تحقق ميالزم 
دھد. با کمک اين روش ابزار مديريتی قدرتمندی در  باشد را تغيير داده و آن را بر پايه حجم کار و عملکرد قرار مي مي

ھدافی از قبيل ضابطه مند کردن تدوين بودجه در سازمان، کمک به مديران گيرد که دستيابی به ا اختيار مديران قرار مي
بر   ريزي سازد. سيستم بودجه موجود در ارائه خدمات را ممکن مي  ھاي در تعيين قيمت خدمات و تشخيص ناکارايی

با توجه به دھد.  ای است که ھزينه ارائه خدمات و محصوالت يک سازمان را نشان مي مبنای فعاليت، معرف بودجه
بر مبنای فعاليت، در سالی که در   محاسبه بھای تمام شده ھر واحد از خدمات بستری بخش جراحی قلب به روش بھايابي

ھای موجود، ميزان ارائه خدمات از لحاظ  نظر است بودجه را بر مبنای فعاليت تھيه نماييم الزم است با توجه به ظرفيت
بر مبنای فعاليت در بيمارستان اصول سيستم بھايابي بر مبنای فعاليت را به   ريزي مشخص گردد. سيستم بودجه کمي

بر مبنای فعاليت به جای آن که   ريزي دھد. در سيستم بودجه منظور پيش بينی نيازھای آتی منابع، مورد استفاده قرار می
مشخص شده و بر مبنای   ھا رای خروجیتخصيص يابند، ابتدا تقاضا ب  ھا ھا و سپس به خروجی منابع به فعاليت  ھاي ھزينه

عملياتی در   ريزي براساس نتايج حاصله، امکان استقرار سيستم بودجه يابند. الزم و منابع اختصاص مي  ھاي آن، فعاليت
بر مبنای   عملياتی و به تبع آن سيستم بھايابي  ريزي بيمارستان استاد عالی نسب وجود دارد با پياده سازی سيستم بودجه

ھا و بھای تمام شده واقعی خدمات خواھيم بود و بدين  اليت در بيمارستان شاھد شناسايی دقيق بھای تمام شده فعاليتفع
عملياتی   ريزي فعلی و بودجه  ريزي مند خواھد شد. باتوجه به اينکه بين بودجه ترتيبت تدوين بودجه در بيمارستان ضابطه

ي بيمارستان تفاوت وجود دارد ھمچنين در اکثر موارد بھای تمام شده برای ھر واحد از خدمات مراكز عملياتي اصل
شود که اين امر منجر به کسری بودجه و  مبتنی بر تعرفه منجر به کمتر از واقع برآورد کردن بودجه کل بيمارستان مي



Examining the Possibility of Implementation of Performance Based Budgeting System and Its 
Comparison with the Current Budgeting System in Aali Nassab Hospital 

Page 502 of Volume 2 
 

عملياتی، با اطمينان   ريزي توانند با استفاده از سيستم بودجه ھا مي گيری نادرست مديريت خواھد شد بيمارستان تصميم
تری با استفاده از اطالعات حاصل  و صحيح  تر گيری مناسب بيشتری نتايج حاصل را مورد بررسی قرار داده و تصميم

و   تر عملياتی، اطالعات کامل  ريزي توان بيان نمود که بکارگيری سيستم بودجه از اين سيستم اتخاذ نمايند. در نھايت مي
ار مديران بيمارستان خواھد گذاشت. باتوجه به امکان استقرارسيستم بودجه ريزی عملياتی دقيق تری را در اختي

) ارايه می 1دربيمارستان استادعالی نسب، مدل کلی وکاربردی نحوه استقرارسيستم بودجه ريزی عملياتی درنمودار(
  شود. 

  
  عملياتي در بيمارستان استاد عالي نسب  ريزي ) : مدل كلي و كاربردي نحوة استقرار سيستم بودجه1نمودار(
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  ھای انجام شده در  شود که با توجه به بررسی تعيين مي ھای الزم جھت دستيابی به اھداف کمي در اين مدل کليه ھزينه
  
  
  

  شوند.  ھای مستقيم و غيرمستقيم تقسيم می ھا به دو دسته ھزينه بيمارستان، اين ھزينه
گردند که به طور  بندی می يم بيمارستان طبقهھای غيرمستق ھای ستادی و ھزينه ھای غيرمستقيم به دو دسته ھزينه ھزينه
ھای ھزينه شناسايی شده که بترتيب بر اساس سطح  مستقيم و با استفاده از مخازن شناسايی شده و از طريق محرک غير

ھای پشتيبانی  ھای مراکز ستادی، فعاليت زيربنا، تعداد کارکنان و درصدی از ارزش لوازم ھستند بر روی فعاليت
ھا بر  ھای عملياتی اصلی سرشکن شده و سپس از طريق محرک فعاليت ھای عملياتی تشخيصی و فعاليت اليتعمومی، فع

شوند و در نھايت بر روی خدمات بستری مراکز عملياتی اصلی تخصيص و بھای  روی مراکز عملياتی اصلی تسھيم می
ھای مستقيم آن دسته از  توجه به اينکه ھزينهآيد. با  ھا به روش بھايابي بر مبنای فعاليت بدست می تمام شده خروجی

ھايی  توان آنھا را به طور مستقيم به خدمت يا فعاليت خاص رديابی کرد پس در وھله اول ھزينه ھايی ھستند که می ھزينه
و  شوند. حق الزحمه پزشکان و ھزينه دارو باشند ابتدا آنھا رديابی می ھا می که بصورت مستقيم قابل رديابی به خروجی

ھا و خدمات بستري  شوند بر روي خروجي ھای مستقيم محسوب می لوازم مصرفی پزشکی که جزو اين نوع ھزينه
ھايی که بصورت مستقيم قابل رديابی به فعاليت  گردد. ھمچنين آن دسته از ھزينه مراكز عملياتي اصلي سرشكن مي

ھا تسھيم  محرک فعاليت، ھزينه آن به خروجی شود و سپس از طريق باشد ابتدا با آن فعاليت رھگيری می خاص می
  گردد.  مي

از آنجا که در اين مدل محاسبه بھای تمام شده ھر واحد از خدمات خروجی مورد نياز است ابتدا الزم است که با استفاده  
) ABBبر مبنای فعاليت (  ريزي بر مبنای فعاليت اين کار انجام گيرد و سپس با استفاده از سيستم بودجه  از روش بھايابي

  ھاي ت، بودجه شده و يا به عبارتی بودجه کل بر اساس ميزان عملکرد بخشالزم برای انجام اين خدما  ھاي ھزينه
  عملياتی اصلی بيمارستان تعيين گردد.
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Comparing Explanatory Power of Book Value and Intellectual Capital in 

Determination of Firm's Stock Price in Tehran Stock Exchange  
 

Abstract 

The aim of this study is to compare explainatry power of Book Value and intellectual capital 
(IC) in determination of firm's stock price in Tehran Stock Exchange. To do so, 70 firms 
listed in TSE are investigated for the priod of 2003 to 2012. Pulic (2000) model is used for 
intellectual capital measurement. The results of the study show that Book Value has more 
explainatry power than IC. This result shows that, in contrast with most of countries, TSE 
firms put more emphasis on financial and physical capital, and intellectual capital have not 
obtained its real role in the capital market of Iran. 
Keywords: Book Value, Intellectual Capital, firm's stock price 

 
 ھاي پذيرفته شده در بورس تھرانقيمت بازار شركت و سرمايه فکري در تعيين دفتریمقايسه قدرت توضيحي ارزش 

   3 ، بھزاد اکبرزاده راشد2، صمد ترابی نيا  1عليرضا بشيری
 کارشناس مالی دانشگاه علوم پزشکی تبريز، بيمارستان الزھراء، تبريز، ايران 1

 ايران ،تبريز،  کارشناس مالی شرکت توزيع نيروی برق تبريز 2
  شرقي، تبريز، ايران آذربايجان استان اجتماعي تأمين سازمان درمان کارشناس مديريت 3

  
  چکيده

ھاي پذيرفته شده در و سرمايه فکري در تعيين ارزش شركت دفتریھدف اين پژوھش مقايسه قدرت توضيحي ارزش 
ھای شرکت پذيرفته شده در بورس اوراق بھادار تھران طی سال 70بورس اوراق بھادار تھران است. برای اين منظور، 

مورد بررسی قرار گرفته است. برای اندازه گيری سرمايه فکری از مدل پاليک استفاده شده است.  1389تا  1382
 دھد که بر خالفي دارد. اين نتايج نشان میيقدرت توضيح دھندگي باال دفتریدھد که ارزش نشان می پژوھشنتايج 

ھای بورس اوراق بھادار تھران بھاي بيشتري داده ھاي مالي و فيزيکي در تعيين ارزش شرکتبه سرمايه ،اکثر جوامع
   شود و نقش سرمايه فکري در تعيين ارزش شرکت جايگاه واقعي خود را بدست نياورده استمي

  شركت بازار قيمت، سرمايه فکري و دفتریکلمات کليدی: ارزش 
 
    مقدمه -1
 در بلكه رسيد، وريبھره و كارآيي به تواننمي مشھود ھايدارايي و فيزيكي ھايسرمايه بر تكيه با تنھا جديد، عصر در

 رقابتي ھايمزيت بر بتوان طريق اين از تا داد قرار نظر مد را ھاي فكريسرمايه بايستي نيز، توليد حالت ترينبدبينانه
تمايل  كنند، مي گذاريسرمايه نوآور ھايفعاليت در كه ھاييشركت كه است ) معتقد1997( بردلي .افزود ھاشركت
 و 3 ادوينسون ،2 سوي ديگر روس از .باشند داشته مشخصي و شفاف دفتري و بازار ھايارزش شكاف كه دارند

 فكري سرمايه و مالي سرمايه سنتي، فيزيكي سرمايه وسيله به شركت ارزش كه اندكرده ) مطرح41998 (دراگونتي
 غيرعادي سودھاي و كنندمي ايجاد عادي سود فقط مالي و فيزيكي داراييھاي كه كرده  پيشنھاد لو ھمچنين و ميشود تعيين

 حساب به مالي در صورتھاي صحيح طور به فكري سرمايه اگر و شوندمي ايجاد نامشھود ھايدارايي توسعه از طريق
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 اھداف از يكيشد.  خواھد ارزيابي پايين شركت سيستماتيك، ارزش طور به و يافته سرمايه افزايش ھزينه نشود، آورده
 بسزايي نقش حسابداري، اطالعاتي سيستمھاي و است گيريتصميم براي مفيد اطالعات ي ارائه مالي، گزارشگري مھم
 ھايصورت در مندرج مھم اطالعات از يكي. ميكنند ايفا كشور اقتصادي محيط چنينھم و ھاسازمان فعاليت پيشبرد در

 عملكرد ارزيابي و سھام. قيمت گذاريارزش ھايمدل در مالي گرانتحليل اغلب است، حسابداري سود ھا،شركت مالي
گردد که باعث ايجاد  مي به ھر دارايي بر سرمايه) 1383 ناظمي،( ميكنند استفاده متغير اين از اقتصادي ھايبنگاه
ھاي شناخته شده، ماھيت مشھود و عيني دارند. بنابراين، سرمايه مشھود به داراييھاي نقدي آتي شود. بيشتر جريان
شود و به آساني بر روي  ھا به طور ادواري افشا ميھاي فيزيکي و مالي سازمان اشاره دارد. ارزش اين داراييدارايي

ھاي نامشھود است که اھميت دارايي شود. اين در حالی ھا، يافت ميھاي مالي اين شرکتترازنامه به دست آمده از ثبت
اي در حال افزايش است. در حال حاضر حسابداري مالي سنتي قادر به محاسبه  در تعيين سودھاي آتي به طور فزاينده

کند. سرمايه فکري مدل گيري ترازنامه مالي و دارائي ملموس اکتفا ميباشد و تنھا به اندازهھا نميارزش واقعي شرکت
ھا را توان ارزش آتي شرکتآورد و با استفاده از آن ميھا فراھم ميرا براي مشاھده ارزش واقعي سازمان جديد کاملي

ھاي که امروزه نقش و اھميت بازده سرمايهطوري). به101: 1388نيز محاسبه کرد (مدھوشي و اصغرنژاد اميري، 
کار گرفته شده هھاي مالي بھا بيش از بازده سرمايهتکار گرفته شده در قابليت سودآوري پايدار و مستمر شرکفکري به

  باشد.مي
ھاي آوري و تخصيص سرمايهھا شده و با جمعبازارھاي مالي موجب تسھيل جذب سرمايه و وجوه نقد مورد نياز شرکت

ن ھمواره به دنبال گذاراشوند. از طرفي سرمايهگذاري، توليد و اشتغال مياستفاده مردم باعث افزايش سرمايهاندک و بال
ھا فراھم آورد. در اين راستا با گذاري شده آنترين منافع را براي منابع سرمايهگذاري ھستند كه بيشھاي سرمايهفرصت

گذاري ھستند كه در پيش رو ھاي سرمايهتوجه به منابع و امكانات محدود خود ناگزير از انتخاب بين معدودي فرصت
ھاي بيني ارزش و بازده آتي ھر يك از طرحاذ يك تصميم صحيح در اين خصوص نياز به پيشمنظور اتخدارند. آنان به

ھا و تخصيص گذاري دارند. جھت نيل به اين ھدف و رونق بخشيدن به بازارھاي مالي از طريق جذب سرمايهسرمايه
و روابط موجود بين  شناسايي راھای بورس ثر بر معاملهوم ھایگذاران الزم است عاملھا، براي سرمايهمناسب آن

و سرمايه فکري (انساني، فيزيکي و  دفتریگذاري در سھام از قبيل ارزش پارامترھاي اساسي در زمينه سرمايه
بررسي و مقايسه  ،ھاي پذيرفته شده در بورس و قدرت توضيحي ھر يکدر تعيين قيمت بازار شركترا ساختاري) 

  نمايند.
  وھشپژمباني نظري و ادبيات  -2

 از تابعي را شركت ارزش مالونه و ) ادوينسون1996شود ( تبديل ارزش به ميتواند كه است دانشي فكري، سرمايه
 بونتيس ميدانند. ساختاري سرمايه و انساني سرمايه از تركيبي را فكري سرمايه ھمچنين و فكري سرمايه و مالي سرمايه
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 معرفي ميشود، را شامل آنھا داخلي ارتباطات و نامشھود منابع تمامي كه مفھومي در را فكري سرمايه و ھمكاران 8
ارتباطي  سرمايه بر مشتمل را ساختاري سرمايه )2000ھمكاران ( و بونتيس). 98، 1999ھمكاران،  و بونيتس (ميكنند

سرمايه  از تركيبي را سازماني سرمايه )2001ھمكاران ( و بوخ ھمچنين و دانندمي سازماني سرمايه (مشتري) و
ھاي مالي، ارائه اطالعات تلخيص و طبقه بندي شده ھدف صورتكنند. مي معرفي 11 ايرويه سرمايه و10 نوآوري

درباره وضعيت مالي، عملكرد مالي و انعطاف پذيري مالي واحد تجاري است كه براي طيفي گسترده از استفاده كنندگان 
چنين نتايج ايفاي وظيفه مباشرت ھاي مالي ھمواقع شود. صورتھاي مالي در اتخاذ تصميمات اقتصادي مفيد صورت

سازمان  160دھد (نشريه ھا را در قبال منابعي كه در اختيارشان قرار گرفته است، نشان ميمديريت يا حسابدھي آن
ھاي تدوين ھاي اخير مورد توجه ھيئتگذاران در سال). سودمندي اطالعات براي سرمايه1386حسابرسي، 

گذاران شود كه آن در تصميم سرمايهانداردھاي حسابداري بوده است. سودمندي اطالعات حسابداري وقتي حاصل مياست
ھا ھاي مالي بايد صورت شفافي از تمامي داراييھاي ذينفع تاثير بگذارد. براي رسيدن به اين ھدف گزارشو ساير گروه

شوند اما تا كنون ھاي مالي گزارش ميمالي اغلب در صورتھاي اعم از مالي و غير مالي را ارائه كند. دارايي
ھاي فکري در فرآيند دليل اھميت روز افزون سرمايههاستانداردي براي گزارشگري سرمايه فكري تدوين نشده است و ب

که ھا در پي پاسخ به چند سوال اساسي ھستند. اولين سوال اساسي اين است ھا، اکثر شرکتبرتري استراتژيک شرکت
گيري کرد؟ دومين سئوال اساسي اين است که آيا رابطه معناداري توان سرمايه فکري را برآورد يا اندازهچگونه مي

محور ھا وجود دارد؟ امروزه در جوامع دانشبازار سھام آن قيمتھا و ميان ميزان سرمايه فکري محاسبه شده شرکت
يشتر از بازده سرمايه مالي اھميت يافته است. اين بدان معني است که ھاي فکري به کار گرفته شده بکنوني بازده سرمايه

گيري يافته است نقش و اھميت سرمايه مالي در تعيين قابليت سودآوري پايدار کاھش چشم ،در مقايسه با سرمايه فکري
اطالعات مالي  ) دريافتند که سودمندي1999( 1). در اين راستا، لو و زاروين50: 1384(انواري رستمي و سراجي، 

تواند بطور کامل ھاي مالي نميھا اين بوده است که صورتسال گذشته کاھش يافته است دليل اصلي آن 20در طول 
ھاي عملياتي شرکت را منعکس کنند. در عصر جديد تنھا با تکيه تغييرات عمده از جمله ميزان سرمايه فکري در فعاليت

ترين حالت توليد نيز وري رسيد بلکه در بدبينانهي و بھرهيتوان به کاراشھود نميھاي مھاي فيزيکي و داراييبر سرمايه
 2ھا افزود. بردليھاي رقابتي شرکتنظر قرار داد تا از اين طريق بتوان بر مزيتھاي فکري را مدبايستي سرمايه

ھاي مايل دارند که شکاف ارزشکنند تگذاري ميھاي نوآور سرمايهھايي که در فعاليت) معتقد است که شرکت1997(
اند که ارزش ) مطرح کرده1998( 3بازار و دفتري شفاف و مشخصي داشته باشند. از سوي ديگر روس و ھمکاران
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 عقيده دارد) 2001( 1چنين لوشود و ھمشرکت به وسيله سرمايه فيزيکي سنتي، سرمايه مالي و سرمايه فکري تعيين مي
ھاي نامشھود ھاي غيرعادي از طريق توسعه دارائيکنند و سودفقط سود عادي ايجاد مي ھاي فيزيکي و ماليکه دارائي
ھاي مالي به حساب آورده نشود، ھزينه سرمايه افزايش شوند و اگر سرمايه فکري به طور صحيح در صورتايجاد مي

  ين ارزيابي خواھد شد.ييافته و به طور سيستماتيک ارزش شرکت پا
ھاي فکري ھمانند نام تجاري، حق اختراع و ميزان ) رابطه ارزش سھام را با دارايي2009( 2ارکاويدا و سيوا کوم

ھا حاکي از وجود دانش در صنعت و ارتباط آن با ارزش سھام تخصص کارکنان مورد بررسي قرار دادند. نتايج آن
ده مالي بر اساس سه شاخص مالي ) در پژوھش خود ارتباط سرمايه فکري را با باز2007( 3پيوتان و ھمکاران است.

- ھاي بورس سنگاپور بررسي کردند. نتيجه (سود ھر سھم، نرخ بازده حقوق صاحبان سھام و نرخ بازده ساالنه) شرکت
ھا رابطه مثبت معناداري وجود دارد. ھا حاکي از آن است که اوال بين سرمايه فکري و بازده مالي فعلي و آتي شرکتآن

) در 2007( 4باشد. رودز و ميھالکھای مختلف متفاوت ميھا در صنعتايه فکري بر بازده مالي شرکتثير سرمثانياً تأ 
داري در اسلووني پرداختند. نتايج پژوھش خود به بررسي تاثير اجزاي سرمايه فکري بر عملکرد مالي در صنعت ھتل

ايه فکري و عملکرد مالي در اين صنعت اين پژوھش نشان داد که اوالً يک رابطه مثبت معناداري بين اجزاي سرم
مي ھا باالثير سرمايه ارتباطي در مقايسه با ساير اجزاي سرمايه فکري بر عملكرد شرکتثانياً ضريب تأ  ،وجود دارد
وري اي بر سوددھي، بھرهثير عمده) نشان داد که در بين اجزاي سرمايه فکري، سرمايه انساني تأ 2008( 5باشد. کامت
) ثابت کرد که بين سرمايه 2008( 6و ھمكاران نگاھاي داروسازي در ھند داشته است. پژوھش وشرکتو ارزش 

) تاثير ضريب 2007( 7ھاي الکترونيکي در آمريکا رابطه مثبتي وجود دارد. آپوھاميفکري و ارزش بازار شرکت
نشان داد که بين سرمايه فکري  ارزش افزوده سرمايه فکري را بر قيمت سھام بورس تايلند بررسي کرد نتايج وی

) رابطه بين سرمايه 2005( 8ھا رابطه معناداري وجود دارد. چين چن و ھمکارانھا با افزايش قيمت سھام آنشرکت
ھا مدل ارزش افزوده سرمايه ھاي بورس تايلند را بررسي کردند آنفکري و ارزش بازار سھام و عملکرد مالي شرکت

گيري سرمايه فکري بکار بردند و با اجراي مدل رگرسيون نشان دادند که سرمايه فکري ازهفکري پاليک را معيار اند
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 1شود. پژوھش ياالما و کوسکانھا ميھا موجب بھبود عملکرد مالي و افزايش ارزش بازار سھام شرکتباالتر شرکت
در  ھابر سوددھي بانک 0.61ي ارزش افزوده سرمايه فکري بطور متوسط اياست که ضريب کار) بيانگر آن 2007(

ارزش شرکت به  0.60) به اين نتيجه رسيدند که 2003( 2ثير دارد. اودنل و ھمکاراناستانبول تأ  اوراق بھادار بورس
و  0.20ارزش شرکت وابسته به سرمايه انساني و به ترتيب  0.50سرمايه فکري وابسته است که در اين ميان بالغ بر 

رابطه بين سود عملياتي، سود  )1999 (3ر سرمايه داخلي و خارجي است. پيکسوتوارزش شرکت تحت تاثي 0.30
نتيجه اين پژوھش نشان داد که  .ھا مورد آزمون قرار دادخالص و ارزش افزوده اقتصادي را با ارزش بازار شرکت

 ھا دارد. ارزش افزوده اقتصادي نسبت به سود عملياتي و سود خالص ھمبستگي بيشتري با ارزش بازار شرکت
ھا در ي عناصر سرمايه فکري بر عملکرد مالي شرکتيبررسي کارا״) در پژوھشي با عنوان 1389عباسي و صدقي (

داري بر سود ي سرمايه فيزيکي و انساني تاثير مثبت و معنييھای کارابه اين نتيجه رسيدند که ضريب ״بورس تھران
ھا دارد. ميانگين ضريب داري بر سود ھر سھم شرکتمنفي و معنيھا دارند اما ضريب ساختاري تاثير ھر سھم شرکت

ھای نرخ بازده حقوق درصد به ترتيب نوسان 95درصد و  98درصد،  97تعيين نشان داد که سه عنصر سرمايه فکري 
ا ) در پژوھشي ب1384کنند. انواري رستمي و سراجي (صاحبان سھام، سود ھرسھم و نرخ بازده ساالنه را تبيين مي

ھاي بورس اوراق بھادار عنوان سنجش سرمايه فکري و بررسي رابطه ميان سرمايه فکري و ارزش بازار سھام شرکت
داري بين سرمايه فکري و ارزش بازار سھام وجود دارد. طالب نيا تھران به اين نتيجه رسيدند که ھمبستگي باال و معني

ھاي صنعت سيمان را مورد بررسي ر و عملکرد مالی شرکت) تاثير سرمايه فکري بر ارزش بازا1391و ھمكاران (
ھاي فعال در دھد که بين سرمايه فکري با ارزش بازار و عملکرد مالی شرکتھا نشان ميقرار دادند. نتايج تحقيق آن
دھنده دھد که در ميان عناصر تشکيل ھا نشان میچنين نتايج تحقيق آنداري وجود دارد. ھمصنعت سيمان ارتباط معنی

ھاي فعال در صنايع گرفته شده، داراي بيشترين تاثير بر ارزش بازار شرکت سرمايه فکري، کارايی سرمايه بکار
  باشد.سيمان می

و سرمايه فكري در  دفتریبا توجه به تحقيقات انجام شده در ايران تحقيقي در مورد مقايسه بين قدرت توضيحي ارزش 
پذيرفته شده در ايران انجام نشده است. بنابراين، ھدف اين پژوھش بررسي اين ھاي تعيين قيمت بازار سھام شركت

يا سرمايه فكري  دفتریموضوع در بورس اوراق بھادار تھران است تا بتوانيم به اين سئوال كه كداميك از مفاھيم ارزش 
 تواند تبيين كند.قيمت سھام را بھتر مي

  پژوھش فرضيه -3

Cdix 

 

 

 
 

Cdix 

 

 

 
 

Cdix 

 

 

 
 

                                                            
8. Yalama and Coskun 
2. O’Donnell et al. 

Peixoto.3  
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اوراق ھاي پذيرفته شده در بورس در تعيين قيمت سھام شركت دفتریبيشتر از ارزش قدرت توضيحي سرمايه فکري 
  تھران است.بھادار 

  متغيرھاي پژوھش -4
چنين از قيمت سھام فکري به عنوان متغير مستقل در نظر گرفته شده و ھم و سرمايه دفتریدر اين پژوھش ارزش 

 طور خالصه متغيرھاي پژوھش حاضر عبارتند از:شده است. بهعنوان متغير وابسته استفاده ھا بهبازار شرکت
  
  متغيرھای مستقل- 4-1
  دفتریارزش  -1- 4-1

در پژوھش حاضر از ارزش دفتری منعکس شده در صورت ھای مالی شرکتھا به عنوان يکی از متغيير ھای مستقل 
 استفاده شده

 =BVسال)  پايان در داراييھا كل -سال  پايان در بدھيھا سال / (كل پايان در سھام تعداد موزون ميانگين )1(

BV= (TA-TL)/WANS 
  سرمايه فکري -2- 4-1

گيري سرمايه فکري ) استفاده شده است. پاليک مدل اندازه2000( 1گيري سرمايه فکري از مدل پاليکبراي اندازه
(VAIC)  کامل نمود. وي از ضريب  2000آن را توسعه داد و در سال  1998مطرح و در سال  1997را در سال

بورس استراليا  پذيرفته شده در ھايگيري سرمايه فکري شرکتبراي اندازه (VAIC)ارزش افزوده سرمايه فکري 
  است: حاصل شده 1ت رابطه بصروھا ھا و دادهاستفاده کرد. در مدل او ارزش افزوده از تفاوت بين ستاده

 (VA)ھا= ارزش افزوده ستاده - ھا داده )2(

کار رفته براي توليد ھاي بهھا ھمه ھزينهھا درآمد حاصل از فروش کاال و خدمات است و منظور از ستادهمنظور از داده
- زينه نوعي سرمايهھاي حقوق و دستمزد کارکنان و ھزينه استھالک است. زيرا پرداخت ھکاال و خدمات به جز ھزينه

گذاري در نيروي انساني است و در نتيجه به ايجاد ارزش افزوده فکري و ساختاري در اثر اصالح فرآيندھا و مقررات 
  ھاست:ھاي غيرنقدي شرکتکند. ھزينه استھالک نيز جزء ھزينهکمک مي

  ھزينه استھالک + ھزينه حقوق و دستمزد کارکنان + سود عملياتي = ارزش افزوده  )3(

  ضريب ارزش افزوده سرمايه فکري داراي اجزاء زير است: 
Cdx 

 

 

 
 

Cdx 

 

 

 
 

Cdx 

 

 

 
 

                                                            
1. Pulic 
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کارگيري : اين ضريب نشان دھنده ارزش افزوده ايجاد شده ناشي از به(VACA)ي سرمايه فيزيکي يضريب کارا
  شود.ھاي فيزيکي مشھود است. يعني به ازاي يک لایر دارايي فيزيکي مشھود چند لایر ارزش افزوده حاصل ميييدارا

 CAکل داريي =  –دارايي مشھود = دارايي نامشھود  )4(

 VACA = VA / CAارزش افزوده = ÷ دارايي فيزيکي مشھود  )5(

: اين ضريب نشان دھنده ارزش افزوده ايجاد شده توسط کارکنان است که از (VAHU)ضريب کارايي سرمايه انساني 
و به آن معني است که به ازای يک لایر ھزينه  يدآدست ميتقسيم ارزش افزوده به ھزينه حقوق و دستمزد کارکنان به

  آيد:دست ميحقوق و دستمزد پرداختي چند لایر ارزش افزوده حاصل شده است. اين ضريب از رابطه زير به
 VAHU =VA / HUارزش افزوده = ÷ ھزينه حقوق و دستمزد کارکنان  )6(

افزوده ايجاد شده ناشي از فرآيندھا و  : اين ضريب نشان دھنده ارزش(STVA)ضريب کارايي سرمايه ساختاري 
ساختارھاي موجود در شرکت است. اين به آن معني است که چند درصد از ارزش افزوده شرکت ناشي از سرمايه 

  ):2004شوند (پاليک، ساختاري است. سرمايه ساختاري و ضريب کارايي سرمايه ساختاري از رابطه زير محاسبه مي
 (SC)ارزش افزوده =سرمايه ساختاري  –نان ھزينه حقوق و دستمزد کارک )7(

 STVA = SC / VAسرمايه ساختاري = ÷ ارزش افزوده  )8(

  شود:راين ضريب ارزش افزوده سرمايه فکری از مجموع ضرايب باال حاصل ميببنا
)9( VAIC = VACA + VAHU + STVA  

که از ضرب تعداد سھام به قيمت سھام بدست  در نظر گرفته شده ھا به عنوان متغير وابستهقيمت بازار سھام شرکت
 آيد.می
  شناسی پژوھشروش  -5

گشاي تواند راهھاي واقعي بوده و نتايج آن ميھاي اين پژوھش مربوط به اطالعات مالي شرکتبا توجه به اين که داده
تصميمات فعاالن بازار سرمايه قرار گيرد، لذا پژوھش حاضر از نوع کاربردي است. از طرف ديگر به دليل اين که 

، لذا اين پژوھش از نوع توصيفي بوده و از سوي ديگر گيريدميرابطه علي و معلولي بين متغيرھا مورد بررسي قرار 
باشد و روش تحقيق مورد استفاده از نوع رويدادي ميتجربي پسھاي نيمهاز نوع پژوھشاز لحاظ روش انجام پژوھش 
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اي استفاده شده است. بدين گونه كه اطالعات مورد به منظور گردآوري اطالعات از روش كتابخانه باشد.ھمبستگي مي
ھا، و اطالعات و نامهھای معتبر و پايانھا و مقالهھا، مجلهنياز جھت ادبيات تحقيق و مباني نظري آن از طريق كتاب

گردآوري  1ھا نيز از طريق منابع سازمان بورس اوراق بھادار تھرانھاي آماري مورد نياز جھت آزمون فرضيهداده
ھاي پذيرفته شده در بورس با توجه به قلمرو مکاني پژوھش، جامعه آماري اين پژوھش شامل کليه شرکت شده است.

تعيين شده است. در اين پژوھش براي تجزيه و تحليل اطالعات از  1390تا  1382اوراق بھادار تھران در بازه زماني 
براي گرآوري و تجزيه و SPSS و  Excelافزارھاي به عالوه، از نرم .روش رگرسيون چند متغيره استفاده شده است

  تحليل آماري اطالعات استفاده شده است. 
   يافته ھا-6

با توجه به مثبت بودن است که  0.05) کمتر از 0.001مقدار احتمال مربوط به متغير مستقل ( 1بر اساس نتايج جدول 
و  مثبت بر قيمت بازار سھام شرکت ھای پذيرفته شده در بورس اوراق بھادار تھران تاثير دفتری ارزشمقدار برآورد 
ھاي مدل مانده باقيماندهبين بستگي ھموجود پديده خود ) نيز عدم 1.542( واتسن-آماره دوربين .دارد معني داري
درصد است  5آزمون کولموگروف اسميرنوف با توجه به اين كه مقدار آن بيشتر از  چنين،کند. ھم را بيان مي رگرسيوني

   .کند را رد نمي ي مدل رگرسيونيھا نرمال بودن باقيمانده
  دفتری ارزشنتايج حاصل از برازش مدل رگرسيونی برای رابطه بين قيمت بازار سھام و ): 1جدول(

 معنی داری tآماره  انحراف استاندارد  برآورد 

 0.007 2.809 0.007 0.750  مقدار ثابت
BV 1.418 0.010 3.703 0.001 

 D-Wسطح معنی داری کل مدل Fآماره R R²آزمون کولموگروف اسميرنوف 
0.875  0.479 0.230 13.712  0.001 1.542 

دھد ارزش ست که نشان میا 0.05) بيشتر از 0.206مقدار احتمال مربوط به متغير مستقل ( 2جدولنتايج رسی بر
ھا را  گذارد. آزمون کولموگروف اسميرنوف نرمال بودن باقيمانده دار نميقيمت بازار سھام تاثير معنيبر سرمايه فکري 

 کند. را بيان مي ھاي مدل رگرسيونيباقيماندهبين ھمبستگي وجود پديده خود واتسن نيز عدم -آماره دوربينکند و رد نمي
  نتايج حاصل از برازش مدل رگرسيونی برای رابطه بين قيمت بازار سھام و ارزش سرمايه فکري): 2جدول(

  برآورد 
انحراف 
  استاندارد

 tآماره 
سطح معنی 

  داری

Cdxii 

 

 

 
 

Cdxii 

 

 

 
 

Cdxii 

 

 

 
 

                                                            
1.www.irbourse.com, www.rdis.ir, www.tsetmc.ir 
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 0.000 115.330 0.0078 0.895 مقدار ثابت

VAIC 
0.0003

8 
0.00030 1.267 0.206 

آزمون کولموگروف 
 اسميرنوف

R R² آمارهF 
سطح معنی داری کل 

 مدل
D-W 

0.863  
0.05

5  
0.001 1.605  0.206 1.548 

  ھای پژوھشبررسي فرضيه -7 
  باشد. زير ميباشد  براي بررسي اين فرضيه نياز به مقايسه مقادير ضريب تعيين در دو مدل مي
V β β VAIC ε  

V β β BV ε  
 شود كهھر مدل است كه در نھايت مدلي انتخاب مي روش معمول براي انتخاب بھترين مدل، مقايسه ضريب تعيين

اشكال اين روش انتخاب مدل آن است كه به ماھيت احتمالی نتايج توجھي ندارد. لذا  باالتري داشته باشد.ضريب تعيين 
ھاي ھاي رقيب بھتر قادر به توضيح قيمت بازار سھام شرکتيك از مدلدر اين پژوھش به منظور تعيين اينكه كدام 

يك از دو مدل كه كدام ) آزمون آماري براي تعيين اين1989وونگ ( .وونگ استفاده شده است-Zبورسي است از آماره 
ھاي آماري در اين است كه در دھد، ارايه نمود. تفاوت بين آزمون ونگ و ساير آزمونمتغير وابسته را بھتر توضيح مي

 بھتر، عبارت يستند. بهھا حقيقي نيك از مدلآيد كه ھيچ آزمون ونگ توزيع آماره نسبت احتمال با اين فرض به دست مي
 ھر يك بودن حقيقي بر مبني آماري صفر فرض نظر گرفتن در بدون و احتمال نسبت آماره توزيع وونگ بر اساس آماره
گيرد، اما از طرف شود. اين آزمون اگر چه براي ھر دو مدل قدرت توضيح دھندگي در نظر ميمي محاسبه مدل، دو از

 )1388تر است (فروغی و مظاھری، ھا نزديكاز اين دو مدل به فرآيند واقعي ايجاد دادهيك  دھد كه كدامديگر نشان مي
  که بر اين اساس داريم:

  ونگ-Zجدول مقايسه ضريب تعيين دو مدل با آزمون  - ): 6جدول(
  مقدار احتمال Z  ضريب تعيين  
 0.003  1مدل 

2.303  0.011  
 0.016  2مدل 

توان بيان نمود که قدرت درصد می 95مقادير ضريب تعيين در دو مدل با اطمينان با توجه به مقدار احتمال و نيز 
اوراق  ھاي پذيرفته شده در بورسبيشتر از سرمايه فکري در تعيين قيمت بازار سھام شركت دفتریتوضيحي ارزش 

  .تھران است بھادار
  گيري  بحث و نتيجه -8

ھا و منظور شناخت مفھومحسابرسي و بازار سرمايه است. بهسرمايه فکري يکي از موضوعات با اھميت در حوزه 
گران انجام شده است تا رابطه بين کيفيت سرمايه ھای گوناگوني توسط پژوھشھای مختلف سرمايه فکري، مطالعهبعد

 فکري و متغيرھاي ديگر کشف شود. در اين پژوھش تجزيه و تحليل جامعي در مورد رابطه بين سرمايه فکري و قيمت
انجام گرفته شد. بر  1390 و 1382ھاي ھاي پذيرفته شده در بورس اوراق بھادار تھران بين سال بازار سھام شركت

ھاي پذيرفته شده و سرمايه فکري در تعيين قيمت بازار سھام شرکت دفتریاساس فرضيه اصلي قدرت توضيحي ارزش 
- ھاي خارجي انتظار ميبا در نظر گرفتن نتيجه پژوھشدر بورس اوراق بھادار تھران مورد مقايسه قرار گرفته شد. 

در سطح باالتري قرار گيرد بدين معنا که با توجه به  دفتریرفت که قدرت توضيحي سرمايه فکري در مقايسه با ارزش 
رفت نتيجه پژوھش اين نقش سرمايه فکري و دانش در ايجاد ارزش و نيز اھميت بديھي دانش در توليد ثروت انتظار مي
اي طور متمايز و برجستهواقعيت را تائيد نمايد که سرمايه فکري در تعيين قيمت بازار سھام در مقايسه با متغير مالي به

ھاي پژوھش حاكي از آن است که در کشور ما در حال حاضر و بر داراي قدرت توضيحي بيشتري باشد ولي يافته
شود و نقش بھاي بيشتري داده مي ھاعيين قيمت بازار سھام شرکتھاي مالي و فيزيکي در تخالف اکثر جوامع به سرمايه

  و اھميت سرمايه فکري در تعيين قيمت بازار سھام شرکت جايگاه واقعي خود را بدست نياورده است. 
 گر اين واقعيت است که درھا بيانھای آنگوني نتيجهھاي انجام گرفته در اين زمينه در ساير جوامع و ھمکثرت پژوھش

گذاران در ھاي مالي و فيزيکي بسيار غالب بوده و متاسفانه ذھنيت سرمايهجامعه ما ذھنيت توليد ثروت با سرمايه
ھاي آفريني با استفاده از دانش و با اتکا بر نيروي انسانی تقويت نشده است و بازار سرمايه کوششخصوص ارزش

ھا لحاظ ھا را در قيمت سھام شرکتده است و اين تالشھا را درک نکرانجام گرفته در حوزه سرمايه فکري شرکت
توان اظھار داشت ھاي انجام شده در حوزه سرمايه فکري و در خارج کشور مينمايد. با دقت در ساير پژوھشنمي

ھا براي بھبود عملکرد خود بايد در جھت ارتقاي سرمايه فکري اقدام نمايند چرا که نقش سرمايه فکري در شرکت
سرمايه فکري که در اين مدل استفاده شده  ءباشد. بطور کلي از سه جزدانش محور امروزي غير قابل انکار مي اقتصاد

ي دارد اما جز يدھندگي باالقدرت توضيح دفتریاست اجزاي سرمايه فيزيکي و سرمايه ساختاري در مقايسه با ارزش 
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بسيار پاييني داشته و حتي پايين بودن ھمبستگي  قدرت توضيح دھندگي دفتریسرمايه انساني در مقايسه با ارزش 
قدري بوده است که موجب شده است برآيند سرمايه فکري محاسبه شده در مقايسه با ھا بهسرمايه انساني و ارزش شرکت

ھا تري قرار گيرد. دليل اين كه متغيرھاي سرمايه فكري در تعيين قيمت بازار سھام شركتدر سطح پايين دفتریارزش 
-گر ناكارا بودن بازار سرمايه ايران و يا عدم درك درست استفادهتواند بياناراي قدرت توضيحي واقعي نيستند ميد

ھاي ھمراه نباشد و لذا شايسته است بورس اوراق بھادار تھران ھاي مالي و يادداشتكنندگان از اين متغيرھا در صورت
ويژه اطالعات مربوط به سرمايه فكري، قوانين و مقررات عملي  سازي اطالعات مالي و غيرمالي بهدر راستاي شفاف

  و مؤثر را اعمال نمايد.
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Relational Resources as Drivers of Export Success: Thai Exporters’ 
Perspective 

 

Abstract 

Several emerging economies such as Thailand are export-dependent. In addition, a majority 
of exporters from such countries rely on trade relations with their importers to improve their 
sales. Furthermore, since these exporters invest in tangible and intangible resources, one of 
their major challenges is to determine which ones create a competitive advantage in the 
direction of export success when dealing with importers. Although Resource Based View 
(RBV) and dependence theories have been applied to explain this phenomenon in developed 
exporting countries, more work is needed for exporting countries such as Thailand. In this 
study, the RBV literature is extended to understand the links connecting exporter dependence, 
investment in tangible and intangible resources, and competitive advantage. In addition, the 
correlation of the linkages between dependence, degree of competitiveness and relationship 
quality (commitment) and satisfaction are explored. A pilot study was conducted to 
understand the applicability of this extended Resource Based View (RBV) model on U.S. 
importers from Thai exporters’ perspective. The questionnaire was administered on Thai 
exporters using the commercial wing of the U.S embassy in Thailand. Respondents were 
asked to consider their major U.S. importer while completing the questionnaire. Bivariate 
correlation indicates that the following variables are positively correlated (p < 0.05): 
Investment in intangible resources and competitiveness, competitiveness and commitment, 
competitiveness and satisfaction, and commitment and satisfaction. The correlation between 
tangible resources (type of product) exported and degree of competitiveness and between 
exporters’ dependence and competitiveness and dependence and commitment to the exchange 
was non-significant. These findings are used as a basis for an agenda of testable propositions 
for relational resources as drivers of export success. 

Keywords: Emerging Economies; Exporting, Relational Resources; Export Success
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Promoting Corporate Entrepreneurship through Human Resource 

Management Practices in Globalised Era: A Review of Empirical Research 
 

Abstract 

 
Most organizations find that their ability to identify and innovatively exploit opportunities 
decreases as they move from the entrepreneurial to the growth phase. The key to Success in 
the highly competitive and dynamic environment that most companies presently operate in is 
to retain this ability. Therefore, companies need to adopt an entrepreneurial strategy - seeking 
competitive advantage through continuous innovation to effectively exploit identified 
opportunities — in order to sustain and grow under such circumstances. As environments 
become more complex and dynamic, firms must become more entrepreneurial in order to 
identify new opportunities for sustained superior performance. Corporate entrepreneurship 
(CE) involves organizational learning, driven by collaboration, creativity and individual 
commitment. Therefore, it is widely held that human resource management (HRM) practices 
are an important driver of success. However, there is a pressing need for empirical research 
that addresses the contributions that HRM makes to a firm’s ability to accept risk, be 
innovative and be proactive. This paper reviews empirical research linking HRM practices 
with CE in Globalised Scenario. It is found that although there is consensus as to the 
importance of HRM to CE, the empirical evidence is mixed and tends to lack a clear 
theoretical explanation. This review identifies two central themes that need to be addressed as 
we seek a theoretical explanation for this important relationship: individual risk acceptance 
and the encouragement of discretionary entrepreneurial contributions. It is suggested that 
these two issues are interdependent. Potential theoretical avenues and future research 
directions are discussed. From a managerial perspective, the results of the study indicate that 
the Corporate Entrepreneurship Assessment Instrument can be useful tool in analyzing 
corporate entrepreneurship environment in the statutory bodies. 
  
Keywords: Corporate Entrepreneurship, Entrepreneurial Leadership, Focused 
Entrepreneurship, Human Resource Management, Innovation. 
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The Effects of Expert Communication on Customer Attitudes in 
Professional Service: The Counter Effect of Source Credibility and 

Persuasion Knowledge 
 

Abstract 

Shared decision making and customer co-creation have been introduced in healthcare and 
service marketing abundantly but these concepts have no proven confirmation to positive 
result of customer evaluation. It might mere operational process. Information sharing which 
consist in prerequisite step of shared decision making has specified to be mostly preferred 
and had been proposed in this research to become upstream of customer satisfaction. To 
confirm this question, the authors conducted a scenario-video based experiment of service 
encounter in doctor-patient counseling. This work serves as empirical evidence that customer 
satisfaction is indeed dependent with service provider information sharing. Expert 
recommendation which frequently be used as endorsement in credence service is studied with 
source credibility of providers and persuasion knowledge of customers.  Furthermore, the 
authors highlight the usage of combination of written scenario and video using individual 
exposure on tablet as an innovative instrument in this experiment that control for both 
external and internal validity thoroughly. The major implication of this study is that 
information sharing is the key to satisfy customer. Professional service providers need to 
communicate in clear, factual and full informative way. To persuade customer decision, 
recommendation can be utilized only if customers possess low persuasion knowledge or 
recognize high credibility of providers. Training to adapt communication approach and 
observe customer characteristics become primacy to assure and achieve customer positive 
evaluation at early encounter. 
 
Keywords: Information sharing, expert recommendation, customer attitude, customer 
satisfaction, service design, scenario and video experiment 
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Examining socioeconomic factors and political knowledge toward 
understanding political gender gap in entrepreneur development 

 
ABSTRACT 

A deeper understanding of gender gaps is essential because at least some gender differences 
in the political and business realm are both pervasive and impactful in nature. The aim of this 
study is to examine the affect of socioeconomic factors on men and women political 
behaviours in developing entrepreneurship mind set. In this study, socioeconomic, ethnicity, 
culture and gender are control variables that proposed to influence on political behaviour and 
entrepreneurs for both male and female.  In addition, political knowledge is another variable 
which proposed to influence on men and women behavioural intention. This research 
contributes to literature by examining gender gap among developing and developed countries. 
 
Keywords: Socioeconomic Factors, Political Knowledge, Political Gender Gap and 
Entrepreneur Development 
 

INTRODUCTION 

Understanding socioeconomic factors and gender gap helps manager to design internal 
business strategy in global area. According to Gagliarducci and Paserman (2012) women are 
still underrepresented in leadership positions in the corporate and business world, in 
academia, in government, and in other prestigious professions and most of the existing 
research has focused on explanations of  the reasons for this phenomenon. This issue is more 
obvious in undeveloped and developing countries. Drawing from literatures, men and women 
tend to behave different political attitudes, for example, as widely noted by both journalists 
and social scientists (Diekman and Schneider 2010). Thus, the behaviour of men and women 
are fundamental important toward building up a business regarding to socioeconomic factors 
and political knowledge. 
 
Previous literature in entrepreneur context mostly focuses on demographic characteristic in 
shaping entrepreneur development. In this study political knowledge and socioeconomic 
factors proposed to have significant impact on the development of entrepreneurship. The 
disparity between male and female participation is evident, in particular when dealing with 
politics (De Piccoli and Rollero 2010). In fact, gender is significant across all the estimated 
models, and has a negative sign indicating that women, with other conditions remaining the 
same, are less passionate about European Central Bank (for example) independence (Hayat 
and Farvaque 2012). According to Griffin (2010), gender enriches the dynamism both of 
studies and practices in the global political economy. Therefore, understanding gender gap 
has political, economical and social impact importance for entire prosperous society and 
entrepreneurs mind set development. 
In this study, socioeconomic, ethnicity, culture and gender are control variables that proposed 
to influence on political behaviour for both male and female. In addition, political knowledge 



Working Papers 

Page 521 of Volume 2 
 

is another variable which proposed to influence on men and women behavioural intention. 
The research objectives are as below: 
 
i) To understand the affect of socioeconomic factors, gender gap and political behaviours to 
determine entrepreneur behaviour in different culture. 
 
ii) To determine impact of political knowledge on men and women political behaviours in 
different culture to determine entrepreneur behaviour. 
 

BACKGROUND 

Theoretically, there is no clear answer as to whether the elected representative's gender is 
importance for policy choices (Svaleryd 2009). Potrafke and Ursprung (2012) found that in 
the longer term, globalization is predicted to increase gender equality and suggest optimism 
regarding the effects of globalization on women in the development process. Past studies 
highlight the importance of differences in political dispositions by gender, where women are 
less likely than men to possess the precursors of political knowledge (Wolak and McDevitt 
2011). The contention that femininity makes women unprepared or unsuited for participation 
in the political realm has roots in both feminist theory and in the field of political science 
(Cole and Sabik 2010). Among the inequalities studied, gender gaps wherein women are less 
politically engaged than men have been a consistent finding (though for voting this gap has 
reversed in the U.S.A since the mid-eighties) (Coffe 2011). 
 
Social scientists have amply documented gender gaps in issues, partisanship and vote choice 
(Norrander and Wilcox 2008). An increasing number of academic books, Ph.D. theses and 
articles are being published every year on Gender and Politics (Dahlerup 2010). The 
inequalities between assigned male and those assigned female, and the behaviours and 
expressions associated with those categories, have constituted the historic basis of feminist 
analysis (Francis 2008). Feminists have produced compelling accounts of the entanglement of 
gender in the global workings of the economy challenging the ‘masculinity hyper mobility’ 
that has characterized so many academic accounts of globalization (Sharp 2007).  
 

LITERATURE REVIEW AND THEORETICAL RESEARCH FRAMEWORK 

A deeper understanding of gender gaps is necessary because at least some gender differences 
in the political realm are both pervasive and impactful (Diekman and Schneider 2010). 
According to Coffe (2011) further research is needed to study the impact of context on the 
extent of the gender gap and explore reasons why gender gaps are explained by 
socioeconomic resources and political attitudes in some nations and not others. In addition, 
Svaleryd (2009) argue that ethnic group and occupation may also be correlation with 
preferences and therefore have an impact on policy decisions which need to be study. Hirschl, 
et al. (2012) found that religiously influenced presidential voting reflects the political 
behaviour of a relatively privileged component of the electorate. In fact, gender relations are 
profoundly influenced by the organization of social economy (Clough 2009). Research that 
delineates the elements of specific roles that contribute to political attitudes is critical to such 
an understanding (Diekman and Schneider 2010). Further research could clarify how men 
and women differently manage private life and social/political commitment (De Piccoli and 
Rollero 2010).  
 
Wolak & McDevitt (2011) pos a question: what factors then might close the gender gap in 
political knowledge? Scholars of both gender politics and political behaviour more broadly 
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have, in recent years, produced a wide-ranging body of work that examines the apparent gap 
in political knowledge between women and men (Dolan 2011). The political knowledge 
gender gap is real, and it exists across time and space (Dow 2009). Therefore, the problem 
statement in this study is: understanding socioeconomic factors and political knowledge 
toward understanding of political gender gap among different nations. The results indicate 
that expected gender differences disappear when respondents are asked about the levels of 
women’s representation in the national government (Dolan 2011). An important qualification 
to our argument is that the gap in gender preferences depends on the extent to which women 
participate in the labour market, as well as on the probability of divorce (Iversen and 
Rosenbluth 2006).  
 

 
 
 

ENTREPRENEUR BEHAVIOR 

Entrepreneurs' behaviour is a key construct in understanding how entrepreneurs create new 
organizations (Bird et al. 2012). Entrepreneurship, conventionally understood, is a process 
where opportunity recognition precedes prototype development (Haefliger et al. 2010). 
Studies on decision making have repeatedly demonstrated that entrepreneurs make extensive 
use of simplifying heuristics and thus often exhibit cognitive biases (Burmeister and Schade 
2007). Entrepreneurs involved in the ownership of multiple businesses (i.e., habitual or repeat 
entrepreneurs) may accumulate experience, which can be leveraged to identify subsequent 
business opportunities (Ucbasaran et al. 2009). 
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Results (Edralin 2012) showed that the positive spillover effects of work on family needs and 
personal needs of the women entrepreneurs is having good reputation in the community while 
negative spill over is having to do with health problems/physical exhaustion/stress due to 
long work hours and workload. Innovation has often been identified as an essential ingredient 
in new venture success (Baron and Tang 2011). New ventures cannot be created without the 
leadership of founders who initially define the mission of their organizations, set specific 
goals, and organize and motivate the efforts of their employees (Ensley et al. 2006). 
 
Wincent et al. (2008) defined entrepreneurs as “perceived compensation for their efforts as an 
affective reaction to perceived financial results from the venture an entrepreneur is engaged 
in. Entrepreneurs may work independently to develop their own for-profit businesses or may 
work in larger corporations and engage in entrepreneurial activities that benefit their 
employers (Hallak et al. 2012). Baron and Markman (2003) define entrepreneurship as “a 
scholarly field that seeks to understand how opportunities to bring into existence ‘future’ 
goods and services are discovered, created, and exploited, by whom, and with what 
consequences”. Entrepreneurial process-based research has focused on two broad dimensions 
so far: opportunity recognition and information search, and resource acquisition and business 
strategies (Liao et al. 2005) 
 

CONCLUSION 

Innovation is often a crucial ingredient in new venture success but at present, we know 
relatively little about the role of individual entrepreneurs in encouraging its occurrence 
(Baron and Tang 2011). The academic interest in entrepreneurs' behaviour focuses on the 
exploitation of an opportunity and the creation, development, and early growth of a new 
venture (Bird et al. 2012). Entrepreneurship scholars are seeking to understand ‘why’ and 
‘how’ some individuals, and not others, identify more opportunities and opportunities with 
superior wealth-creating benefits (Ucbasaran et al. 2009). Despite the importance of domain 
knowledge, commercializing seemed to rely on the user entrepreneurs’ ability to combine 
domain knowledge and experience with complementary assets (Haefliger et al. 2010).  
 
The creation of firms with innovative products and services has been identified as a key 
driver for wealth creation and economic growth (Cassar 2006). In most countries, micro-
entrepreneurs are an important element of the economy, accounting for the creation of new 
business opportunities and employment (Bravo et al. 2013). Entrepreneurship is a rewarding 
yet stressful undertaking, as it is associated with risk taking, income and outcome uncertainty, 
intense work effort, long working hours, decision autonomy, and considerable responsibility 
(Uy et al. 2012). The finding that entrepreneurs’ cognitive biases vary with contextual factors 
indicates that their tendency to exhibit cognitive biases is not rooted in “innate” preferences 
and, therefore, is not unchangeable (Forbes 2005). 
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Role of Strategic Management Elements in determining Firm’s Resource 

and Competitive Advantage.   Study from Nigeria’s Manufacturing Sector 
 

Abstract 

The purpose of this study is to investigate the role of strategy formulation, implementation 
and control as independent variable in determining firm’s resources in form of   competitive 
advantage using Resource base view’s value, rare and inimitable resources as the dependent 
variable in Nigeria’s manufacturing sector.  Data was collected through personal 
questionnaire from166 manufacturing firms in Nigeria who are members of manufacturing 
association of Nigeria within North West and North Central zones, with 70% response rate.  
The results indicate that there is positive and significant relationship between strategic 
management elements; implementation and control with elements of competitive advantage; 
value, rareness and inimitability.  According to the result, manufacturers in Nigeria fully 
agree that strategy control is essential when a unique strategy has been implemented so as to 
successfully generate competitive advantage. This study adds knowledge to the theory and 
practice of competitive advantage particularly in Nigeria’s manufacturing firms.  Its 
theoretical and empirical significance adds more insight on the previous empirical studies in 
the field that is to say it gives guidelines to manufacturers in Nigeria on the impact of 
strategic management approaches on competitive advantage.   For government and firms, the 
study provides avenue of creation and generation of   competitive advantage in Nigeria and 
Africa as a whole since the phenomena is general. 
 
Keywords: Strategy, Strategic Management element, Resource Base View and Competitive 
Advantage 
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Localization and Overseas R&D Activity: The Case of Taiwanese 

Multinational Enterprises in China 
 

Abstract  

This study investigates the determinants of overseas research and development (R&D) by 
Taiwanese multinational enterprises (MNEs) in China. Specifically, we examine the 
influences of various aspects of localization on affiliates’ R&D intensity. Using surveyed 
MNE data during 2007-2009, and employing the Heckman two-step approach, the empirical 
estimations find that MNEs with a larger firm size, more R&D expenditure and a higher 
outward FDI intensity tend to undertake R&D in China. Moreover, host regions’ 
characteristics, particularly market size and R&D resource, matter for attracting MNEs to do 
R&D locally. Crucially, an affiliates’ R&D intensity is related to the degree of localization. 
The degree of market localization and localization of the R&D network has a positive 
association with an affiliates’ R&D intensity, while localization of the production network 
does not result in a positive R&D spillover effect in China.  
 
Keywords: overseas R&D; localization; China 
JEL classification: F23, L29, O31, O32 
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Foreign Multinationals and Wages in Malaysian Manufacturing 

 
Abstract 

Using industrial census data for 2000, and smaller sets of survey data for 2001-2004, this 
paper will revisit the extent of wage differentials between medium-large (20 or more 
workers) foreign multinational enterprises (MNEs) and local plants in Malaysia’s 
manufacturing industries. Descriptive statistics suggest that MNEs tend to pay higher wages 
than local plants and that they tend to hire higher quality labor, in addition to being more 
capital intensive and larger than local plants. In previous econometric analysis of large, 
combined samples of 17 manufacturing industries (excluding a few smaller, statistically 
unusual industries, Ramstetter 2012), estimates of earnings equations suggest that highly 
statistically significant wage differentials averaging 6-9 percent persisted after accounting for 
differences in labor quality, capital intensity, size, as well as the effects of industry affiliation 
and plant location on the constants estimated. When all slopes are allowed to vary among 17 
industries (by estimating separate equations for each industry), results varied among 
industries. Estimates yielded consistently significant and positive differentials for all periods 
and estimation methods in six industries: food and beverages, chemicals, rubber, general 
machinery, electrical machinery, and furniture. This paper will extend this research to better 
account for simultaneity issues and hopefully to extend the paper to include analysis of 1994-
1997.  
 
Keywords: Multinational corporations, Southeast Asia, manufacturing, wage determination 
JEL categories: F23, J31, L60, O53 
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 Collegegrad.com as E-recruitment Site by Malaysian College Graduates 

 
ABSTRACT 

Electronic recruitment becomes an essential practice among competitive firms in different 
industry due to the significant importance of human resource capabilities toward building 
competitive positioning. The purpose of this study is to explore into attitudes and behaviour 
of college graduated students by examining a question of why Collegegrad.com is less 
preferred by college graduates as an e-recruitment? The study explore into the attributes of 
Collegegrad.com compared to those of Jobstreet.com and JobDB.com in a Malaysian context. 
This study is among a few studies which is evaluating and assessing online job vacancies in 
Malaysia. Most of previous studies discussed the effectiveness of information system (IS) in 
general only. In addition, a few studies have examined the attitudes and behavioural intention 
of graduated students in Malaysia by focusing on international online job vacancies portals. 
 
Keywords: Human resource Management, Online recruitment, Collegegrad.com, Malaysia. 
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The utility of subscription-based mobile application vendors A case study 

of BlueBridge Digital 
 

Abstract 

 
Purpose:  This case study examines the Software as a Service, recurring revenue model of 
mobile application development as pioneered by BlueBridge Digital and their subsidiary 
VisitApps.  This system is analyzed against current market trends in relation to the niche 
industry of tourism mobile application development and the broader mobile application 
development industry as a whole.   
 
Design:  A survey of the industry is conducted via current literature and market analytics.  
The information for the case study is provided directly by BlueBridge founder and CEO, 
Santiago Jaramillo in addition to other employees. Additionally, the problem of 
implementing this model in China and other developing economies is explored via existing 
literature. 
 
Findings:  This paper finds the model Blue Bridge’s subsidiaries offer to be a superior model 
of application development, delivery, and support than other common existing models for 
mobile application vendors. Further, many of its best practices may be replicable in 
developing economies. 
 
Originality:  The originality of the business model in question and the exploration of its 
possible implementation in developing economies provide value and new information to the 
body of literature and record surrounding mobile application development.  
 
Keywords:  mobile application development, software as a service, recurring revenue, 
tourism  
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The Influence of Physical Environment on Emotions, Customer 

Satisfaction and Behavioural Intentions in Chinese Resort Hotel Industry 
 

Abstract 

The objective of this study is to examine the influence of physical environment on emotions, 
customer satisfaction and behavioural intentions in Chinese resort hotel industry. A 
convenient sampling technique was used to select the sample. A total of 500 questionnaires 
were distributed to customers of Resort hotels in four different cities of China (PRC) out of 
which 170 were returned (35% response rate). The result from the finding suggests that 
customers who have higher perceptions of the physical environment are more likely to have 
positive emotions, increasing customer satisfaction and behavioural intentions. Therefore, 
Chinese resort hotels need to pay attention in upgrading their facilities in order to elicit 
positive emotion and maintaining their relationship with customer satisfaction. 
 
Keywords: Physical environment, Emotions, Customer Satisfaction, Behavioural Intentions 
 

INTRODUCTION 

Numerous authors have also stressed this fundamental element of emotion in tourism 
industry, as emotional experiences within a service environment can affect customer’s 
perceptions, satisfaction and behaviour, amount of time spent in the service setting, and 
willingness to revisit (Lin and Liang, 2011; Martin, et al., 2008; Simpeh, et al., 2011). In this 
context, Walls (2013) explained that emotional component is a natural part of tourism 
experience. Otto and Ritchie (1996: 168) supports this argument by stating that, ‘‘Perhaps 
more than any other service industry, tourism holds the potential to elicit strong emotional 
and experiential reactions by consumers’’. The prominent role of emotions in bringing 
benefits such as increased satisfaction, improved retention, favourable word-of-mouth and 
employees, and enhanced customer loyalty has been repeatedly emphasized in recent 
hospitality studies (Han et al., 2009; Ladhari, 2009; Lee et al., 2010; Martin et al., 2008).  
 
The influence of the physical environment on consumer behaviour has received significant 
attention from researchers and has gained a wide acceptance from the academicians and 
practicioners (Andreu, et al., 2006; Han and Ryu, 2009; Turley & Milliman, 2000). For 
example, Slatten et al., (2011) points-out physical environment as an important factor that 
effects customer emotions during a service encounter. However, few studies have focused on 
the role of emotions while determining the effect of physical environment on the behavioural 
responses of the customers (Arnold, et al., 2005), especially in the context of collective 
hedonic services such as spectator sports, performing arts, concert events and events at theme 
parks and resorts etc. This gap has also been pointed out by Han & Ryu (2009), who 
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suggested that varios internal responses of customers should be included while studying the 
effect of physical environment and behavioural intentions.  
 
Therefore, this study aims to investigate the effect of physical environment on customer 
emotions, customer satisfaction and behavioural intentions. The focus of this study will be on 
Chinese resort hotel industry which is a highly relevant service context to study as China is 
one of the most popular tourist destinations in Asia for both the domestic and international 
tourists and is projected to become the largest tourist country by 2013 (United Nations World 
Tourism Organization, 2012). 
 

LITERATURE REVIEW 

Physical Environment 
Bitner (1992: 58) used the term servicescape to describe the built environment or, more 
specifically, “the man-made, physical surroundings as opposed to the natural or social 
environment”. Similarly Lee and Jeong (2012) defined physical environment as an 
environment created by service provider including overall layout, design, decoration, and 
aesthetics. This phenomenon has recently been found to be an important part of consumer 
evaluation of satisfaction with services (Ruiz, et al., 2012). However, satisfactory experience 
of the customer usually depends on customer's ability to interact with the physical 
environment in order to produce a satisfactory consumption experience (Turley & Milliman, 
2000). The importance of creating an attractive atmosphere has gained growing attention 
among scholars and hospitality managers as it is a key factor for attracting and satisfying 
customers in hospitality industry (Han & Ryu, 2009). In this context, physical environment 
plays a critical role in differentiating service firms and influencing the nature of customer 
experiences (Bitner, 1992; Pareigis, et al., 2011). 
 
Emotions 
Customer emotion has been studied as a central element by the researchers while 
investigating perceptions of service experiences (Lin & Liang, 2011). For example, Bagozzi, 
et al., (1999: 184) define emotion as “a mental state of readiness that arises from cognitive 
appraisals of events or thoughts; has a phenomenological tone; is accompanied by 
physiological processes; is often expressed physically; and may result in specific actions to 
affirm or cope with the emotion, depending on its nature and the person having it.” Similarly, 
emotions are viewed as intentional and based on specific objects or referents (Burns & 
Neisner, 2006). In this context, emotions are considered to be a person’s positive (pleased, 
relaxed, etc.) and negative (nervous, annoyed, etc.) feelings. Numerous researchers have 
pointed out the significant contribution of customer emotions in selection of service 
providers, evaluation of service quality, determination of repeat purchasing behaviours and 
development of brand loyalty (Burns & Neisner, 2006; Lee, et al., 2009; Martin, et al., 2008). 
 
Customer Satisfaction 
Customer Satisfaction is defined as “a judgment that a product, or service feature, or the 
product or service itself, provides a pleasurable level of consumption–related fulfilment, 
including levels of under or over fulfilment” (Oliver, 1997: 13). On the other hand Day 
(1984:  497) described satisfaction from a cognitive perspective as “a post-choice evaluative 
judgment concerning a specific purchase selection”. Numerous researchers have studied 
customer satisfaction across hospitality industry. For instance, Westbrook and Oliver (1991) 
used four emotions-laden items to study customer satisfaction. On the other hand, Amin et 
al., (2013) pointed out that customer satisfaction is based on four factors i.e., reception, food 
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and beverage, house-keeping and price. There is a high tendency for the critical attributes to 
receive compliments for good performance and vice versa. Thus, many researchers tried to 
find the best attributes for enhancing customer satisfaction effectively by focusing on the 
attribute. Consequently, satisfying customers is the ultimate goal of every business due to its 
potential impact on repeat purchasing behaviour and profits (Jani & Han, 2011; Ryu, et al., 
2012; Slatten, et al., 2011).  
 
Behavioural Intentions 
Zeithaml et al. (1996: 33) states that behavioural intentions “. . . signal whether customers 
will remain with or defect from the company”. These behavioural intentions are either 
favourable or unfavourable. The favourable includes positive word of mouth, more spending 
with the service provider, paying a price premium and remaining loyal. The unfavourable, 
includes leaving the service provider, negative word of mouth, less spending with the 
company and/or taking legal action (Ladhari, 2009). Similarly, Oliver (1997: 28) described 
behavioural intentions as ‘‘a stated likelihood to engage in behaviour”. In this context, 
behavioural intentions are considered to include revisit and word-of-mouth intentions (Jani & 
Han, 2011). Consequently, customers’ previous experiences with a product or service results 
in formation of an attitude toward the provider that is greatly associated with consumer 
intentions to repurchase and recommend (Han & Kim, 2009). 
 

HYPOTHESES DEVELOPMENT 

Physical Environment, Customer Satisfaction and Behavioural Intentions 
Previous studies have been found that physical environment effect customers both 
cognitively and emotionally (Burns and Niesner, 2006; Kim et al., 2009; Bitner, 1992; 
Ladhari, 2009; Pareigis et al., 2011). For example, a service setting’s physical environment 
include different elements such as colour, air, scent, illumination, facilities, layout can leads 
to customer emotion (Andreau, 2006; Baker, et al., 1994; Han and Ryu, 2009; Lin and Liang, 
2011). In this context, physical surroundings can influence customers’ behaviour, level of 
customer satisfaction, the level of their spending on services setting and intention to stay in 
the future (Bitner, 1992; Jang et al., 2011; Martin, et al., 2008; Mehrabian and Russell, 1974; 
Wakefield & Blodgett, 1996). Therefore, it is hypothesized that; 
 
 

H1. Physical environment is positively related to emotions. 
H2. Physical environment is positively related to customer satisfaction. 
H3. Physical environment is positively related to behavioural intentions. 

 
Emotions, Customer Satisfaction and Behavioural Intentions  
Past research has indicated that there was a positive relationship between a customer’s 
positive affect and behavioural intentions (Wong, 2004). When a customer experiences 
positive emotions in a service encounter, it will lead them to stay with the same service 
provider and spread positive word of mouth (Jang & Namkung, 2009). In this context, 
customer emotions and satisfaction with the service encounter play an important role in 
predicting behavioural intentions (Martin, et al., 2008; Oliver, 1997; Clemes, et al., 2011; 
Ladhari, 2009). Thus, the following hypotheses are: 

H4. Emotions are positively related to behavioural intentions. 
H5. Customer satisfaction is positively related to behavioural intentions. 

 
METHODOLOGY 
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Research Instrument  
Physical environment was measured using five items adapted from (Wu and Liang, 2009). 
Emotions was measured using four items adopted from Lin and Liang (2011), while customer 
satisfaction was operationalized using the four emotion-laden items proposed by Westbrook 
and Oliver (1991). Four items for behavioural intentions were adopted from (Jani and Han, 
2011). A five-point Likert scale were employed in this study starting from 1 (strongly 
disagree) to 5 (strongly agree).  
 
Sample Design and Data Collection 
The target population for this study was limited to those guests who had stayed at Chinese 
resort Hotels at least once. The survey was conducted through face-to-face interaction with 
the guests at various locations at selected resort hotels. A self-administered survey was used 
to collect the data. A convenience sample was drawn for the survey. Sampling was conducted 
by distributing questionnaires to guests at different times of the day, over three weeks period. 
In order to reduce the referrals to participate, guests were explained with the purpose of the 
research. A total of 500 questionnaires were distributed to resort hotel customers and 170 
were returned (35% response rate). 48.2 % of the respondents are male and 51.8% 
respondents represented female. Approximately 12.4% were younger than 20 years of age, 
64.1% were between the ages of 21 and 30 years, 17.1% were between the ages of 31 – 40 
years and 6.5% were older than 41 years. 40.6% of the total respondents had bachelor degree 
whereas 48.2% had a master degree. Amongst the 170 respondents, 59.4% were Chinese 
whereas 40.6% were foreigners. 
 
Analytical Methods 
The collected data was analysed using SPSS Statistics 20 and AMOS 20. Following the 
procedure suggested by Anderson and Gerbing (1988), a measurement model was estimated 
before the structural model. A confirmatory factor analysis (CFA) was employed to assess the 
measurement model and to test data quality, including reliability and construct validity 
checks. Structural equation modelling (SEM) was conducted to assess overall fit of the 
proposed model and test hypotheses. 
 

RESULTS 

Measurement Model 
A measurement model was estimated using the maximum likelihood estimation method. The 
initial 17 items developed for measurement were subjected to CFA. Based on the results of 
the CFA, one item was deleted because of low factor loadings and low squared multiple 
correlations. Specifically, 1 items of physical environment (i.e., “The resort’s lighting is 
appropriate”) was removed. The results of CFA on the remaining 16 items showed a 
moderate fit to the data. The chi-square value (x2) of the measurement model was 154.795 
(df = 98, p = 0.000). The ᵡ2/df value of 1.580 falls within a range of below 5 as suggested by 
Marsh and Hocevar (1988). Other practical fit indices demonstrated that the measurement 
model fit the data well (RMSEA 0.059; CFI 0.957; GFI = 0.901). Consequently, this 
measurement model was used for all further analyses. 
 
As shown in Table 1, the composite reliability values were well above the 0.70 level 
suggested by Nunnally (1978), ranging from 0.77 to 0.87. All standardized factor loadings 
emerged fairly high and significant, ranging from 0.62 to 0.87. This suggested convergence 
of the indicators with the appropriate underlying factors (Anderson & Gerbing, 1988). The 
average variance extracted (AVE) values for each construct were all above 0.50. Further, 
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none of the squared correlations between pairs of constructs was greater than AVE by each 
construct (Fornell & Larcker, 1981). Overall, these results showed strong evidence of the 
unidimensionality, reliability, and validity of the measures. 
 
("Table 1 goes about here") 
 
Discriminant validity of the constructs are shown in Table 2 that shows the discriminant 
validity of the construct, since the square root of the AVE between each pair of factors was 
higher than the correlation estimated between factors, thus ratifying its discriminant validity 
(Hair et al., 2006; Amin et al., 2013). 
 
("Table 2 goes about here") 
 
Structural Model 
A structural model was estimated to test the hypotheses from H1 to H5. The goodness-of-fit 
statistics of the proposed model showed that the model reasonably fits the current data. Chi-
square value of the model (x2 = 154.795, df = 98, p = 0.000) and other goodness of fit indices 
(RMSEA = 0.059; CFI 0.957; GFI = 0.901) revealed that the model fit the data reasonably 
well. The structural results of the proposed model are depicted in Figure 1.  
 
("Figure 1 goes about here") 
 
The hypothesized relationship between the perception of physical environment and emotions 
was significant (p < 0.05), thus H1 was supported.  The results indicated that customers who 
have higher perceptions of the physical environment are more likely to have positive 
emotions. The path coefficient of the relationship between the perception of physical 
environment and customer satisfaction was significant, and thus H2 was supported. These 
findings suggest that a better environment helps customers to get satisfied. The relationship 
between the perception of physical environment and behavioural intentions (H3) was also 
supported by an estimate of 0.06 (p < 0.05), suggesting that a more positive perception of 
physical environment leads to more favourable behavioural intentions. This result confirmed 
previous studies verifying that the perception of physical environment positively influences 
customers’ behavioural intentions. The conceptual paradigm proposed by Mehrabian and 
Russell (1974), in which psychological states created by environments influence an 
individual’s behaviour in terms of approach or avoidance. This finding emphasized the direct 
influence of the physical environment on behavioural intentions. The path coefficient of the 
relationship between customer emotions and and behavioural intentions was 0.29 (p < 0.05) 
indicating that emotions of the customers are significant predictor of behavioural intentions. 
This result supported H4. Lastly, as expected, the linkage between customer satisfaction and 
behavioural intentions (H5) was supported by an estimate of 0.68 (p = 0.00), supporting 
hypothesis 6 and suggesting that customer satisfaction leads to more favourable behavioural 
intentions. The summary of the results are presented in Table 3. 
 
("Table 3 goes about here") 
 

DISCUSSION AND CONCLUSIONS 

The influence of the physical environment on consumer behaviour has received significant 
attention of researchers (Andreu, et al., 2006), and has also gained a wide acceptance from 
the academicians and practicioners (Turley & Milliman, 2000). However, few studies have 
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focused on the role of emotions while determining the effect of physical environment on the 
behavioural responses of the customers (Arnold, et al., 2005), especially in the context of 
collective hedonic services. This study fills this gap by investigating the effect of physical 
environment on customer’s emotions, satisfaction and future behavioural intentions in the 
Chinese resort hotels. 
 
These findings were consistent with previous studies identifying the role of atmospherics on 
customer emotions (Harris and Ezeh, 2008; Kim et al., 2009; Lin & Liang, 2011) and 
customers’ satisfaction and post-consumption behaviours (Bitner, 1992; Ha and Jang, 2012; 
Jang et al., 2011; Ruiz et al., 2012; Wakefield and Blodgett, 1994). The findings also show 
that customer emotions also significantly influenced behavioural intentions. These findings 
are also in line with the previous literature (Burns & Neisner, 2006; Jang and Namkung, 
2009; Lin and Linag, 2011; Lee, et al., 2009; Martin, et al., 2008).  
 
Additionally, this study was conducted in Chinese resort hotels, it is very surprising to see 
that despite being one of the fastest growing tourist spot, Chinese hospitality in general and 
Chinese resort hotels in particular are overlooked by the researchers. Most of the studies 
focusing on service environment, customer emotions and satisfaction and/or behavioural 
intentions in hospitality industry focused on restaurants (Chow et al., 2007; Ryu et al., 2012; 
Ryu and Han, 2010). Furthermore this study is an extension of the M-R environmental 
stimuli-emotional state-behaviour paradigm by including satisfaction in the current model, 
confirming that physical environment within any service setting not only influences customer 
emotions and behaviours, but also their perceptions such as satisfaction. 
 
MANAGERIAL IMPLICATIONS 
The study results indicate that better physical environments would help eliciting positive 
customer emotions. It is evident that creating a high quality and attractive environment is not 
an option for the management, but a substantial aspect of service quality. As stated earlier, 
theme parks and resort hotels emphasize the more hedonic aspects of customer experiences 
through an environment reflecting their theme or culture.  Thus, atmospherics might be a 
critical cue for customers to elicit positive customer emotions as services in resort hotels, 
spas, theme parks etc., are consumed primarily to fulfil the customer’s pursuit of pleasure in 
their lives (Madrigal, 2003; O’Shaughnessy & O’Shaughnessy, 2002). Thus, Chinese resort 
hotels should make an effort to satisfy customers by designing and maintaining good physical 
environment, which can lead to positive post consumption behaviours. Chinese resort hotels 
should consider physical environment as an effective marketing strategy in order to appeal to 
customers from various backgrounds. 
 
LIMITATIONS AND FUTURE RESEARCH SUGGESTIONS 
Although the results of the current study have shed light on several important issues, some 
limitations need to be considered in future research. Since convenience sampling was used in 
this study, results cannot be generalised. For instance the findings should be interpreted with 
caution when applied to different types of hotels or different industries. Future research 
should examine the proposed relationships in other types of hotels and industries. Besides, 
this study employed a uni-dimensional construct of physical environment. It is advisable to 
use multi-components of physical environment in future studies. 
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The Influence of Malaysian Higher Education’s Service Quality on Middle 

Eastern Student Satisfaction 
 

ABSTRACT 

The objective of this study is to identify the factors that contribute to satisfaction of Middle 
Eastern students studying in universities in Malaysia and its effect on student satisfaction. A 
convenient sampling technique was used to select the sample. A total of 200 questionnaires 
were distributed to Middle Eastern students of Malaysian Universities out of which 122 were 
returned (61% response rate). The result from the finding were consistent with previous 
studies examining the effect of service quality on customer satisfaction and show that 
generally Malaysian university’s students are satisfied with the service quality performed by 
them, i.e. academic aspects, non-academic aspects, program issues, reputation and access. 
Therefore, Malaysian Universities need to pay attention in upgrading their service quality in 
order to satisfy not only Middle Eastern but also other international students. 
 
Keywords: Student Satisfaction, Higher Education, Service Quality 
 

INTRODUCTION 

Organizations from various industries emphasize on service quality due to its strategic role in 
enhancing competitiveness especially in the context of attracting new customers and 
enhancing relationship with existing customers (Ugboma et al., 2007). Similarly, the 
providing quality service in higher education sector is one of the most important priorities for 
the educational institutes all over the world (Trivellas and Dargenidou, 2008). This sector is 
playing an increasingly important role in the economy of many nations, and Malaysia is not 
different. The internationalisation of the higher education sector is a high priority for 
Malaysian Government where education has been identified as one of the National Key 
Economic Areas (NKEAs) and Malaysia is trying to position itself as a stable, safe and 
relatively cheap place for overseas students to study. Efforts are made to improve the world 
ranking of Malaysian universities and to have 150,000 international students by 2015 
(http://www.studymalaysia.com, 2013). Amongst the students coming to study at Malaysian 
Universities, there is a constant incline in the number of students from Middle East (Malaysia 
Education Promotion Centre, 2008). 
 
These international students have grown up in a different environment and are little different 
from domestic students in a country (Levy, Osborn, and Plunkett 2003; McInnes 2001). Thus, 
their expectation and perception of satisfaction may differ. So, universities in Malaysia have 
to consider these different needs of the students in order to satisfy them. Student satisfaction 
plays a crucial role for the success of a service provider and can act as an essential tool to 
enhance the universities’ perceived service quality (Abdullah, 2006). Keeping these 
arguments under consideration, this paper aims to identify the factors that contribute to 
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satisfaction of Middle Eastern students studying in universities in Malaysia and its effect on 
student satisfaction.  
 

LITERATURE REVIEW 

Service Quality 
Service quality is considered to be an important dimension of competitiveness (Lewis 1990). 
Service quality has been frequently studied in the services marketing literature. During the 
past two decades it has become a major area of attention to researchers because of its strong 
impact on customers and organizations (Sureshchandar et al 2002; Seth and Deshmukh 
2005). Since a lot of research has been done on service quality, an all-embracing definition of 
service quality is very difficult to produce (Kitchroen 2004). American Society for Quality 
(ASQ) defines quality as "The totality of features and characteristics of a product or service 
that bears on its ability to satisfy given needs" (Haksever et al. 2000, p.331).  
 
Several measurement instruments have been developed aiming to capture and explain the 
service quality dimensions. SERVQUAL is the mostly used instrument out of these 
instruments which links the concept of service quality to the notions of perception and 
expectations. Perceived service quality is the result of comparison between expectations and 
perceptions (Parasuraman et al., 1988; Gronroos, 1994). However, this conceptualization was 
under extensive criticised by Cronin and Taylor (1992; McAlexander et al., 1994; Chiu 2002; 
Teas, 1994) in terms of its applicability and generalizability. It is now agreed in the current 
literature that perception-only measure of service quality produce a better result than 
perception versus expectation measure (Sultan and Wong, 2011). 
 
Service Quality in Higher Education 
The service quality in the field of education and higher learning particularly is essential and 
important. It is established that positive perceptions of service quality has a significant 
influence on student satisfaction (Alves and Raposo, 2010). However, there is a considerable 
debate about the best way to define service quality in higher education (Becket & Brookes, 
2006). According to Cheng and Tam (1997: p.23) “Education quality is a rather vague and 
controversial concept”. However, defining higher education quality depends on stakeholders, 
all of whom experience different aspects of the higher education institution. Since the main 
stakeholder of higher education institution is its students, so service quality is comprised of 
experiences that students engage during their whole time at the higher education institution 
(Roland, 2008). In this context, it is observed that universities are operating in an 
environment where understanding the role and importance of service quality is important 
(Shank et al., 1995; Trivellas and Dargenidou, 2008). 
 
Abdullah (2005) presented HEdPERF, a service quality scale to measure perceived service 
quality within Malaysian higher education sector using five dimensions i.e., Academic 
aspects, Non-academic aspects, Program issues, Reputation and Access. Another scale named 
as “The Performance–based Higher Education” (PHEd) developed a 67–item instruments for 
evaluation of perceived service quality of Japanese universities (Sultan & Wong, 2010a). 
This study has eight dimensions. These are dependability, effectiveness, capability, 
efficiency, competencies, assurance, unusual situation management, and semester–syllabus. 
Similarly, LeBlanc and Nguyen (1997) examine the dimensions of service quality and their 
relative importance to service quality as perceived by business students. This study develops 
38–item based on eight dimensions i.e., personnel/faculty, contact personnel/administration, 
responsiveness, reputation, curriculum, physical evidence and access to facilities. Despite the 
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contribution of this study to finding dimensions, the major limitation of this study is that it 
considers only a small business school of a university and its student population (LeBlanc 
and Nguyen, 1997). In another study, Tahar (2008) state that students define quality base on 
five dimensions i.e., ability to create career opportunities, issues of the program, cost/time, 
physical aspects and location. 
 
Student Satisfaction 
Hunt (1977: 459) defines satisfaction  as “a  consumer’s  post  purchase  evaluation  of  the  
overall  service  experience (process and outcome). It is an affective (emotion) state of feeling 
reaction in which the consumer’s needs desires and expectations during the course of the 
service experiences have been met or exceeded”. Similarly, Kotler and Clarke (1987) define 
satisfaction as a state felt by a person who has experienced performance or an outcome that 
fulfil his or her expectation. According to Sapri and Finch (2009) student satisfaction plays 
an important role in determining the accuracy and authenticity of the services being provided. 
 
Student satisfaction can be explained many ways. Kaldenberg et al. (1998) discussed and 
found that in the college, student satisfaction was driven by evaluating the quality of  
coursework and other curriculum activities and other factors related to the university. 
Grossman (1999) discussed that student could be treated like a customer or a client within the 
college and in that case, the college serve the students on a better priority to  fulfil their 
expectations and needs. Elliot and Healy (2001) proposed student satisfaction is a short-term 
attitude, derived from the evaluation of the received education service. Factors influencing 
student satisfaction can be divided into institutional factors and personal factors (Appleton-
Knapp & Krentler, 2006). Institutional factors related include the quality of instructions, the 
quality and promptness of the instructor’s feedback as well as the clarity of his/her 
expectations, the teaching style of the instructor, the research emphasis of the institute and the 
size of classes (Dana et al., 2001; Fredericksen et al., 2000; Krentler & Grundnitski, 2004; 
Lado et al., 2003; Porter & Umbach, 2001). Personal factors that have been found to be 
predictors of student satisfaction are age, gender, employment, temperament and preferred 
learning stylea and students’ grade point average (Brokaw et al., 2004; Fredericksen et al., 
2000; Porter & Umbach, 2001). 
 
Service Quality and Student Satisfaction 
There are several studies done in past which shows that various service quality of higher 
education leads to student satisfaction. Abdullah (2005) pointed out the non-academic 
aspects, academic aspects, program issues, access and reputation are determinants of service 
quality in higher education. Afzal et al. (2010) reported Design, Delivery and Assessment, 
Academic facilities, Non-academic facilities, Recognition, Guidance, Student representation, 
Study opportunities and Group size are the eight dimensions that determine the service 
quality of the higher education. Bitner & Zeithaml (1996) have discussed that the 
communication skills of teaching staff, the effective interaction between staff and students 
can help students achieve study objectives, leading to higher student satisfaction. Kuh and Hu 
(2001) have claimed that effective interaction between student and faculty is a strong 
predicator of student satisfaction. Kara and DeShields (2004) hypothesized that faculty 
performance, advising staff performance, and classes would influence students’ academic 
experience and which in turn would influence the student satisfaction. Delaney (2005) 
reported that academic staff, academic experience, residential life, social life on campus, 
personal development opportunities, student service and resources were the service quality 
that lead towards the student satisfaction. Brochado (2009) found that HEdPERF, 
distinguished non-academic aspects, academic aspects, program issues, access, and reputation 
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in higher educational service, had high correlation with overall satisfaction, future visits and 
intention to recommend the university to a friend. Huang (2009) also in his paper found 
HEdPERF service quality sub-variables like academic aspects, non-academic aspects, access 
superior to determine the student satisfaction of Xiamen University of China. (Huang, 2009). 
This is the reason this study also adopts HEdPERF as the theoretical base and hypothesises 
that five dimensions of HEdPERF significantly influence student satisfaction (as shown in 
Figure 1). 

 
H1: There is a relationship between non-academic aspects and overall student 

satisfaction of the students. 
H2: There is a relationship between academic aspects and overall student satisfaction of 

the students. 
H3: There is a relationship between reputation and overall student satisfaction of the 

students. 
H4: There is a relationship between program issues overall student satisfaction of the 

students. 
H5: There is a relationship between access and overall student satisfaction of the 

students 
 
("Figure 1 goes about here") 
 

METHODOLOGY 

Research Instrument 
The constructs in this study were measured using a five-point Likert-type scale and multiple 
items. All measurement items validated in previous studies were borrowed and slightly 
modified to match with the objectives of this present study. For all measurement items across 
categories, scores ranged from 1 (strongly disagree) to 5 (strongly agree). Academic aspects 
were assessed using nine items adapted from (Abdullah, 2006; Huang, 2009). Non-academic 
aspects were measured using ten items adopted from (Abdullah, 2006; Huang, 2009). 
Program issues, reputation and access were measured using four items each adapted 
(Abdullah, 2005; Brochado, 2009). Lastly, student satisfaction was measured using five items 
adopted from (Abdullah, 2005; Westbrook and Oliver, 1991). 
 
Sample Design and Data Collection 
The target population for this study was limited to Middle Eastern students studying in 
Malaysian Universities. The survey was conducted through face-to-face interaction with the 
students at various universities in Malaysia. A self-administered survey was used to collect 
the data. A convenience sample was drawn for the survey. Sampling was done by distributing 
questionnaires to students at different times of the day, over four weeks period. A total of 200 
questionnaires were distributed and 122 were returned (61% response rate). Of these useable 
responses, there were 58.2% and 41.8% responses received from male and female 
respondents, respectively. It was revealed from the frequency analysis that 2.5 per cent of the 
respondents, yielding 3 responses, belonging to below 2o year old age group. The age group 
that dominate the survey responses is 26 – 30 Years old which is 328 per cent of the 
responses, yielding 40 responses. Followed by this group is 27.9 per cent of the students, 
yielding 34 responses, and they are 31 – 35 year old age group. The next group of students 
belong to 20 – 25 year old age group, totalling 32 responses or 26.2 per cent of the total 
response. The last groups of students belong to above 35 years old age group providing 10.7 
per cent of the total responses or 13 responses. The survey also tried to incorporate 
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representative student samples across their ethnicity or nationality. The findings state that 9 
per cent students were from Saudi Arabia, 4.9 per cent students were from Yemen, 18.9 per 
cent students were from Sudan, 26.2 per cent students were from Libya and 41.0 per cent 
students were from Iran. In terms of the type of educational institute, 62.3 % of the total 
respondents were studying in public institutes whereas 37.7 % of the total respondents were 
studying at private institutes. The survey also tried to investigate the sources of funding for 
the representative student sample. The findings state that 73.8 per cent students were funded 
by their parents family or self-funded. 4.9 per cent students were being funded by their 
organizations or work place whereas 21.3 per cent students were getting funded by their 
respective governments. Demographic profile of the respondents is shown in Table 1. 
 
("Table 1 goes about here") 
 
ANALYTICAL METHODS 
The collected data was analysed using SPSS Statistics 20. Descriptive statistics and 
regression analysis were used to analyse the data and test the hypotheses. Since a multi-item 
scale was used to measure each of the dimensions of higher education service quality, inter-
item analysis is used to verify scales of dimensions of higher education service quality for 
internal consistency or reliability (Nunnally and Bernstein, 1994). Specifically, Cronbach’s 
alpha is calculated for each scale, as recommended by Flynn et al., (1990), ranging from 
0.709 to 0.825 as shown in Table 2. Thus, all sub-scales exhibited well over the minimum 
acceptable reliability level of 0.7 (Nunnally, 1967). 
 
("Table 2 goes about here") 
 
Table 2 also shows the descriptive statistics for all the five dimensions of service quality. The 
overall mean score for academic aspects is equal to 3.576 on a 5 point Likert scale showing 
that students agree with the statements related to academic aspects. The overall mean score 
for non-academic aspects is equal to 3.939 on a 5 point Likert scale showing that students 
agree with the statements related to non-academic aspects. The overall mean score for 
program issues is equal to 3.618 on a 5 point Likert scale showing that students agree with 
the statements related to program issues. The overall mean score for reputation is equal to 
3.901 on a 5 point Likert scale showing that students agree with the statements related to 
reputation. The overall mean score for access is equal to 3.891 on a 5 point Likert scale 
showing that students agree with the statements related to access. The overall mean score for 
student satisfaction is equal to 3.873 on a 5 point Likert scale showing that students agree 
with the statements related to their satisfaction. 
 
Regression Analysis 
Regression analysis was conducted to test the relationship of higher education service quality 
dimensions and student satisfaction. Five dimensions of higher education service quality were 
considered as independent variables whereas student satisfaction was regarded as dependent 
variable. 
 
("Table 3 goes about here") 
 
The regression analysis for the relationship of academic aspects and student satisfaction is 
shown in Table 2. β = 0.802, t = 0.15, p = 0.000, which has reach a statistical significance. It 
means that academic aspects of a higher education institution have a significant influence on 
student satisfaction. Hence, H1 supported. Similarly, for the relationship between non-
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academic aspects and student satisfaction is also significant (β = 0.124, t = 0.973, p = 0.000). 
It means that non-academic aspects of a higher education institution have a significant 
influence on student satisfaction which supports H2. The regression analysis for the 
relationship of program issues and student satisfaction is shown in Table 2. β = 0.061, t = 
0.573, p = 0.002, which has reach a statistical significance. It means that program issues have 
a significant influence on student satisfaction. Hence, H3 supported. The relationship 
between reputation and student satisfaction is also significant (β = 0.217, t = 1.613, p = 
0.011). It means that reputation of a higher education institution have a significant influence 
on student satisfaction which supports H4. Lastly, the regression analysis for the relationship 
of access and student satisfaction (β = 0.375, t = 3.851, p = 0.000) has a statistical 
significance. It means that access have a significant influence on student satisfaction. Hence, 
H5 supported. From the regression results in Table 2, it can be observed that the coefficient 
of determination (adjusted R square) value is 0. 519. It means that 51.9 % of the variance in 
student satisfaction can be influenced by these five dimensions of higher education service 
quality (academic aspects, non-academic aspects, program issues, reputation and access). The 
remaining 48.1% of variance in student satisfaction can be influenced by other factors outside 
the model. 

 

DISCUSSION AND CONCLUSION 

Higher education service providers emphasize on service quality due to its strategic role in 
enhancing competitiveness especially in the context of attracting and retaining students by 
satisfying them (Wong and Sultan, 2010). Service quality in higher education is studied by 
numerous researchers. However, limited number of studies has focused on international 
student’s perceptions of service quality provided by universities (Hanaysha et al., 2011). This 
study fills the gap by investigating the effect of Malaysian universities’ service quality 
dimensions (HEdPERF) on Middle Eastern student satisfaction. The findings showed that all 
the dimensions of service quality influences student satisfaction. These findings were 
consistent with previous studies examining the effect of service quality on customer 
satisfaction (Abdullah, 2006; Afzal et al., 2010; Hanaysha et al., 2011; Kuh and Hu, 2001; 
Sultan and Wong, 2010). 
 
Determining and assessing students’ satisfaction based on their perception of university’s 
service quality is not easy, but can be very helpful for the university to build strong 
relationship with their existing and potential students (Hanaysha et al., 2011). The results also 
indicate that generally Malaysian university’s students are satisfied with the service quality 
performed by them, i.e. academic aspects, non-academic aspects, program issues, reputation 
and access. In other words, Malaysian Universities have successfully implemented their 
policies of providing quality services to students. 
 
LIMITATIONS AND FUTURE RESEARCH SUGGESTIONS 
The findings are based on the data collected from Middle Eastern students in Malaysia 
Universities, so the results cannot be generalised. A larger sample from other backgrounds 
should be included in future studies.  
 

References, Figures, & Tables are available from the authors
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Skill Wage Gap in Brazil: 1980-2000 

 
Abstract 

It is generally accepted that migration will lead an increase in income. However the question 
is how income will be distributed across individuals in society? If migrants have lower 
education levels, when compared to current urban workers, then the inflow of migrants will 
increase the skill wage gap in urban areas. Previous work on this topic has focused on 
international migration in developed countries. To the best of our knowledge this is the first 
study to look at the impact of rural-urban migration on city wages. Our results contribute to 
the evaluation of regional policies, as recent research has found that regional policies can lead 
to an increase in the number of rural to urban migrants. 
 
We use data from the Brazilian Census for 1980 to 2000 to estimate the elasticity of 
substitution between high and low skill workers. We instrument for the change in the ratio of 
high to low skill workers, with rural-urban migrants (driven by rainfall shocks in rural areas). 
We find an elasticity of substitution between high and low skill of 0.52, much lower than 
what has been found in the international migration literature. This is driven by people moving 
from the formal to the informal sector. Our simulations show that migration between 1991 
and 2000 lead to an 8.5% decrease in the wage gap between high and low skill workers, in 
Brazil. 
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Relationship Of Business Strategy, Strategic Capabilities And 

Environmental Uncertainties On Organization Performance Of Malaysian 
Hotel Industry  

 
ABSTRACT  

This concept paper investigates the relationship of business strategy, strategic capabilities and 
environmental uncertainties on organizational performance in context of hotel industry in 
Malaysia. This study provides literature reviews regarding underpinning theories, Porter’s 
generic competitive strategy, strategic capabilities, environmental uncertainties on 
organizational performance. This paper reveals the specific matching between competitive 
strategy and strategic capabilities. Moreover, the research methods of this study are disclosed. 
Finally, this study provides several implications to the researchers and practitioners regarding 
the strategy, capabilities, environmental uncertainties and performance nexus.   
 
Keywords: Competitive Strategy, Capabilities, Environmental Uncertainties, Performance   
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Effects of Abusive Supervision, Clinical Learning Environment on 

Turnover Intention among Trainee Doctors in Public Hospitals, Malaysia 
 

Abstract 

Effective development of professionals requires the existence of strong supervision. With 
regards to healthcare, supervisors have an important role to play as they are role models for 
young doctors. However, emphasizing on brute force such as abusive supervision will lead to 
trainee doctors’ intention of leaving of the medical profession. In contrary to expectation, 
prior literature indicated that abusive supervision may have positive effect on performances 
of supervisees. For instance, it was indicated that supervisees were found to be highly 
responsive towards negative aspects of external context, which tend to have stronger 
influence on supervisees attitudes and behaviours compared to positive contextual aspects. 
These indicate that supervisors may mistreat their supervisee in order to enhance supervisees’ 
performance. Furthermore, it was posited that for a trainee doctors undergoing internship, it is 
dependent for its accomplishment on two key factors, which includes effective supervision 
and the provision of a favourable clinical learning environment. 
 
Thus, the main objective of this study is to examine the effects of abusive supervision, 
clinical learning environment, on turnover intention among the trainee doctors in public 
hospitals in Malaysia. Thus, the relationship between abusive supervision and turnover 
intention will be examined. Clinical learning environment will be included as a mediating 
variable in the abusive supervision – turnover intention relationships. 
 
The individual trainee doctors who are undergoing internship in Malaysian public hospitals 
will be the units of analysis. The respondents will be selected from the number of trainee 
doctors in approved government hospitals for internship training in Malaysia, listed in the 
Malaysian Medical Council webpage and the questionnaires will be self-administered to 
trainee doctors at public hospitals of Wilayah Persekutuan, Malaysia. Systematic sampling 
will be utilized. 
 
From the preliminary search of literature, there seems to be no study that identified to what 
extent abusive supervision can have effect on turnover intention among public hospital 
trainee doctors in Malaysia. Additionally, to date, based on the researcher’s best knowledge, 
no empirical research were found on the antecedents of clinical learning environment and 
specifically on the effect of abusive supervision on clinical learning environment of trainee 
doctors. Therefore the findings of this study is expected to provide theoretical basis and 
empirical evidence on whether abusive supervision is essential or not towards stimulating 
clinical learning environment as well their influence on turnover intention among trainee 
doctors. Moreover, this study is expected to contribute to the body of knowledge especially in 
the human resource development field as well as practical implication for the hospitals 
especially in terms of developing future doctors. 
 
Key Words: Abusive Supervision, Clinical Learning Environment, Turnover Intention 
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Substitutes for Leadership: An Alternative Perspective 

 
Abstract 

This study has examined the mediating effects of substitutes for leadership on the relationship 
between leadership styles and followers’ outcomes.  Data were collected through self-
administered questionnaires and 523 usable responses were retrieved. The proposed 
relationships were tested using simple and hierarchical regression in SPSS. The results of 
simple regression regarding the individual’s effects of leadership styles and substitutes for 
leadership on outcomes revealed that majority of the predictors have positive effects on 
outcomes. Hierarchical regression results showed that some of the substitutes for leadership 
have significantly mediated on leadership styles and followers’ outcomes. This study 
concluded that if a leader develops pervasive understandings about the nature of substitutes 
for leadership then it is easy for him/her to get the desired outcomes.  
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The Determinant Factor Influencing the Attitude of Zakat Payer: A Case 

Study of Aceh, Indonesia 
  

Abstract 

The objective of this study is to identify the determinant factors influencing the attitude of 
zakat payers in Aceh, Indonesia. A convenient sampling technique was conducted to 
distribute the questionnaire to respondents. There are four dimensions to identify the 
determinant factor of zakat payer: iman, zakat knowledge, trust, and payment system 
accessibility. The result of the study found that the main factor influencing the attitude of 
zakat payer are iman, zakat knowledge, payment system accessibility and trust to institution.  
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The Impact of Corruption on the Global Competitiveness  of Arab 
Countries  

 
Abstract 

Corruption is a worldwide phenomenon that has been accompanying civilizations since the 
dawn of civilization. It has different types, forms and shapes and it encompasses various 
activities such as extortion, bribery, money laundering, and human trafficking. Even when it 
comes to definition, scholars are not able to come up with a unified definition for this 
phenomenon. 
 
This research focuses on corruption in general at the country level. Specifically, it sheds light 
on the corruption phenomenon across the Arab world. Looking at different facets of the Arab 
countries, this study aims to determine the impact of economic, political, demographic, and 
socio-cultural systems on the dynamics of corruption.  
 
Several hypotheses will be developed depicting the relationship between independent 
variables such as GDP per capita, economic stability, political unrest, population per square 
km, and the level of education and the dependent variable “level of corruption”. 
 
The sources of information for collecting data for this study will come from the World Bank 
database, International Monetary Fund datasets and Transparency International, in addition to 
the local media and news. Data will be collected for 18 Arab countries over a period of 10 
years. A longitudinal analysis will be conducted on this data to generate reliable results that 
will enrich our understanding of this phenomenon in the designated countries. 
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Impact of Money Laundering on the Marketing Performance of Multi-

National Corporations 
 

ABSTRACT 

The purpose of this research is to determine the characteristics of countries that attract money 
laundering activities. Money laundering is one of the major corrupt activities that are 
destroying economies and damaging countries’ welfare. With an estimation of USD 2,850 
billion of laundered money flows around the world, it is very important to understand the 
characteristics of destination countries that prompt Multinational Corporations MNCs to 
break the hyper – norm of anti-corruption and engage in such a criminal offence. Using 
“Anomie Theory” conjectures, antecedents are divided into opportunities and conditions. Data 
from more than 50 countries will be obtained from several sources including the UN Center 
for International Crime Prevention database, the US federal database, and other reliable 
datasets. A regression model will be deployed to determine the effect of country-level and 
characteristics on the MNCs money-laundering activity.  
 
Key words: Corruption, Multinational Corporations MNCs, Anomie Theory; money 
laundering 

INTRODUCTION 

Corruption is one of the oldest challenges facing humankind. Throughout history, this 
phenomenon has been a major factor in the fall of great civilizations (Aron, 1959 in 
Wertheim, 1964). Corruption defined in the contemporary literature as “abuse of public 
authority for private gain” (Husted, 1999; Jain, 2001; Shleifer & Vishny, 1993) has caught 
interest in various domains, including political science, sociology, economics, ethics, law and 
criminology, international business, and management. This research studies the phenomenon 
from both demand and supply side 
 

LITERATURE REVIEW 

In international business, corruption has been studied extensively in order to understand its 
causes and effects on multinational corporations‟ strategies (Rodriguez et al., 2006). 
Researchers are basically interested in MNCs' strategies to cope with the corruption of host 
governments, (Rodriguez et al., 2006). Ring et al. (1990) advocate the MNC use of several 
strategies such as "forestalling" and "absorption" to counter political and economic 
imperatives in host countries. Doh, Rodriguez, Uhlenbruck, Collins & Eden (2003) discuss 
the effects of corruption on the MNC, the government, and the society as a whole and suggest 
five strategies for coping with corruption including "avoidance”, “adjusting [the] entry 
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mode”, and “internal training”. Similarly, Rodriguez et al. (2005) introduce a model where 
the MNC can choose to enter a corrupt country either in the form of a “strategic partnership” 
or as a “wholly-owned subsidiary”, depending on the level of arbitrariness and pervasiveness 
of corruption in the designated country. Finally, Uhlenbruck et al. (2006) find evidence from 
the telecommunication industry that the combined effects of corruption pervasiveness and 
arbitrariness lead the MNC to choose a "non-equity" entry mode into the corrupt country.  
 
The other area of concentration of international business scholars is on the relationship 
between corruption in a host country and the flow of foreign direct investment (FDI). Wei 
(2000) finds a significant decrease in the level of inward FDI to host countries as a result of 
an increase in the level of corruption. Conversely, Kwok and Tadesse (2006) suggest 
evidence that higher levels of FDI reduce corruption in the host country. Their argument is 
that the MNC, through its presence in the host country (measured by FDI/GDP), can control 
corruption through dispersion of ethical business practices. Finally, Cuervo-Cazurra (2006) 
indicates that a higher level of corruption in the host country not only reduces the level of 
inward FDI, but rather, this also changes the origin of FDI, as he points to evidence that 
corrupt host countries attract investors from similarly corrupt countries. 
 
Thus, many researchers have resorted to the legal norm as an appropriate way to define 
corruption (Rose-Ackerman, 1978; Theobald, 1990). Laws and legal enforcement provide a 
proper benchmark against which actions of public officials can be judged. However, when 
coming up with a definition based on the legality norm, one must take into consideration that 
there is a wide spectrum of actions that fit under the corruption umbrella but are still 
considered legal (e.g. lobbying). 
 
Models of Corruption:  
In order to understanding the corruption phenomenon researchers have sought to develop 
several models to determine the main players, causes, motivations, deterrents, and outcomes 
of corrupt transactions. The two main models used in the literature are the 'agency' model and 
the 'resource allocation' model (Jain, 2001).  
 
Agency Model: 
Rose-Ackerman (1978) was among the pioneers in applying this model to the corruption 
literature (Shleifer et al., 1993). She identifies several agency relationships; the politicians 
and legislators are the agents of the public who elect them into the office, while bureaucrats 
are agents of the government or politicians who appoint them.   
 
Resource Allocation Model: 
This model analyzes the impact of the supply and demand of corruption and their relative 
costs and benefits on the pattern of resource allocation (Jain, 2001).  
 
Corruption in the Global Context: 
Attention to corruption as a global phenomenon caught interest after the Watergate scandal in 
1974 (Hines, 1995). Globalization, defined as the outcome of "the interface between firm and 
state" (Agmon, 2003:417) has made the threat of corruption clearer and more serious as it 
usually facilitates global crimes such as money laundering, drug trafficking, and terrorism 
(USAID website). It also necessitated the advent of global authority in the form of 
supranational organizations (e.g. UN, World Bank) and large industrial countries (e.g. U.S., 
OECD countries) to set global norms and monitor the behavior of MNCs across the globe. In 
their fight against global corruption, the global community mainly followed suits of local 
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governments with some adjustments to prevent corruption from both the MNC and the host 
country's government (i.e. supply and demand). 
 
Money Laundering: 
Money laundering is a process by which some people render or try to render a legal 
appearance to some profits obtained illegally by criminals who, without being compromised, 
will afterwards benefit from the respective incomes (Alina –Valentina)  
Is indeed a global phenomenon which undermines the economic and political stabilities of 
States? However, as much as money laundering is a global phenomenon, over the last decade, 
it has been apparent that development countries have been more exposed and vulnerable to its 
exploits.  
 
Why the MNC? 
This study focuses on the MNC as a research context for the purpose of further developing 
our understanding of corruption in the global community.The MNC possesses unique 
characteristics that differentiate it from local firms and further increase our understanding of 
the relationship between norms and corruption. 
 
Lucrative Opportunities:  
Globalization and development of global trade has liberated the desires of individuals and 
made them infinite (Durkheim, 1951). Numerous opportunities are present for the MNC to 
exploit and maximize profitability and financial success. Unfortunately, most of these 
opportunities cannot be exploited without engagement in corruption; this is either because 
they are usually tied to corrupt host countries or because their very nature encourage 
corruption. Wars, whether external or civil, economic reform programs in the absence of 
proper regulation, natural resource abundance in underdeveloped countries, and local 
government intervention in the economy that restrains competition are all opportunities that 
would help MNCs maximize their benefits but at the same time almost definitely involve 
corruption (Ades et al., 1999; AlHussaini et al., 2009; Stiglitz, 2002; Stiglitz & Bilmes, 2008; 
Treisman, 2000; Walder, 2003). 
 
Host Country Conditions: 
Most of the host countries (especially underdeveloped ones) suffer from a severe absence of 
legal protection for investors resulting from outdated laws, corrupt legal systems, and/or 
weak legal enforcement mechanisms (see causes of corruption above). Building on Srole 
(1956), anomie arises when MNCs are faced by legislators' and leaders' indifference to their 
needs, when the laws are unpredictable, and when they perceive that the whole situation is 
preventing them from achieving their goals. The MNC, facing these conditions of 
normlessness, will have to conform with them in an anomic behavior (corruption), even if it 
is in conflict with its home country's norms or the hyper norms in the global community, if it 
is to attain its goals and exploit the opportunities. I identify two main conditions: inefficiency 
of the legal system and rigidity/unpredictability of laws.  
 

RESEARCH HYPOTHESIS 

Firms usually strive to achieve a competitive advantage, especially in their groups or 
industries, in order to outperform competitors, protect their profits, or guarantee sustainable 
growth (Hitt, Ireland, Rowe, and Sheppard, 2005; Porter, 1996). However, not all firms 
possess the capacity to attain and sustain competitive advantage in their home market, 
especially if it's non-corrupt, and instead try to look for another country where they can 
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achieve this advantage. MNCs fail to compete effectively in their home countries because of 
various reasons, including the lack of "equal access to the opportunity-structure" (Merton, 
1964: 218) due to the availability of resources, strength of capital structure, and the severe 
competition over resources. Hence, it is argued that "the more unequal the opportunities, the 
higher the strain and, in consequence, the level of criminal offending" (Savolainen, 2000: 
1022) 
 
From the above it can be hypothesized that an MNC that is pressured towards achieving 
financial success in terms of competitive advantage will be motivated to overcome intense 
competition and achieve unfair competitive advantage through money laundering activities.  
Hypothesis 1a: The more anti-competitive practices of MNC’s local competitors are seen as 
an obstacle to its operations and growth objectives, the more the MNC is willing to attract 
money laundering  
 
Hypothesis 1b: The higher the number of competitors in a host country is, the higher is the 
willingness of the MNC to fend off competition through attract money laundering 
In their continuous strive for economic and social development and political freedom and 
sovereignty most countries have to go through abnormal periods of times. These periods of 
time, regardless of what started them or their expected results, have a common denominator: 
the passing of power, ownership, and property rights, etc., from one party or state to another. 
Hence, I call these periods of time "transitional periods".  
 
These transitions are usually accompanied by dramatic social changes that according to 
anomie theory cause fast and vast erosion of norms and morals leaving the affected society in 
an almost normlessness state. Durkheim (1951) suggests that crises or disturbances in the 
equilibrium, although they might bring prosperity with them, often open the door for norm-
breaking. Even though in most countries rules and regulations are the norm governing 
individuals, many individuals may consider them unjust and when the transition occurs 
especially in the case of wars, these regulations are rendered worthless and anomie prevails 
(Durkheim, 1951: 252). 
 
Thus, it can be hypothesized that MNCs seeking lucrative opportunities would be attracted to 
operate in host countries passing through transitions even if it involves corruption. Their main 
drive is to achieve abnormal profits and competitiveness by taking advantage of the absence 
of accountability, huge demand on certain commodities and services, poverty, and greed of 
old/new corrupt public officials and politicians.  
 
Hypothesis 2: If the host country is passing through privatization the MNC is more willing to 
take advantage of the opportunity through attract money laundering 
 

DATA & METHODOLOGY 

Data from more than 50 countries will be obtained from several sources including the UN 
Center for International Crime Prevention database, the US federal database, and other 
reliable datasets. A regression model will be deployed to determine the effect of country-level 
and characteristics on the MNCs money-laundering activity. 
 
Dependent Variable:  
MNC's Propensity to attract money laundering: 
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 In order to operationalize the MNC‟s engagement in corruption we follow the steps of 
Martin et al. (2007) in establishing a multiple-item measure out of the survey items that relate 
directly to the MNC‟s act of money-laundering activity  
 
Independent Variables: 
by local competitors: this variable was taken from "Business Environment and Enterprise 
Performance Survey 2005" BEEPS 2005. The survey asks managers to state how problematic 
the Anti-competitive behavior by competitors is to their operations and business growth. 
 
Analysis: 
Hierarchical Linear Modeling (HLM)  
The proposed model is a cross-level model (Klein & Kozlowski, 2000; Rousseau, 1985) 
which means that "predictors on one level of analysis have an effect on a [...] lower level of 
analysis" (Klein et al., 2000:218). The model has two predictors on the country-level namely, 
privatization and natural resources, affecting the outcome at the MNC-level which includes 
the rest of the variables. Thus, in order to simultaneously estimate the effects of country and 
MNC-levels on the MNC propensity to money-laundering, we must resort to methods other 
than standard linear regression procedures such as Ordinary Least Squares (OLS) (Hofmann, 
1997). 
  

ORGANIZATION OF STUDY 

This research consists of six chapters: chapter one provide an overview of the corruption 
phenomenon in the literature. Chapter two takes corruption to the global context, provides 
insights into the role of MNCs in advancing our understanding of the topic, and discusses the 
history of anomie theory and its application to the corruption framework. In chapter three, 
hypotheses on the characteristics of countries that attract money laundering are developed. 
Chapter four discusses data sources, variables operationalization, and the method of analysis. 
Results of cross-level correlations and hierarchical linear modeling are presented in chapter 
five. Chapter six is dedicated to the discussion of the results, limitations, and future research, 
concluding with implications for both scholars and practitioners. 
 

References are available from the authors 
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Networks 

 
Abstract 

Intrusion Detection Systems (IDS) implement a variety of techniques to protect data, systems, 
networks, and applications.  In recent years, the evolution of business intelligence analytics 
and big data platforms, along with the introduction of in-memory analytics, and the increased 
attempts of corporate espionage will render traditional approaches to IDS ineffective.  This 
paper presents various studies on Neural network-based IDS, point out current problems with 
these systems, and propose a new Neural network-based framework to improve intrusion 
detection efficiency in high threat business environments. 
 
Keywords:  Intrusion Detection Systems, Business Intelligence, Big Data, Corporate 
Espionage, Neural Networks. 

Introduction 

Information security and protection techniques have evolved over time.  As information 
technology changes, protection needs followed. The main target of IDS remains to protect 
systems at different levels from attempts to inflict malfunctions or deliberately destroy data, 
data theft or hold data hostage for a ransom.  Intrusion comes in a variety of shapes and 
forms.  A form of intrusion is corporate espionage that could be classified as low-level legal 
espionage in the form of competitive intelligence, or high-level high-threat espionage in the 
form of hacking, mole implantation, insider collaboration, and social engineering.  Espionage 
could be internally or externally initiated. As the purpose of espionage evolves, the purpose 
of attacks will change and the emerging form of intrusion will not come from the ability to 
harm and destroy, but to gain access to valuable business information by finding ways to 
penetrate the system and perform high-level high-value data fusion.  In other words, novel 
corporate espionage will have the ability to identify high value data sources, fuse its contents, 
and extract even more valuable information that can be sold or used to generate income and 
competitive advantage.  Therefore, next generation IDS are required to perform more 
complex functions of identifying unauthorized users, detect possible illegal data fusion 
threats, and prevent such attempts from performing high-level data manipulation. 
Extensive research in the use of neural networks to support intrusion detection systems 
yielded a variety of solutions. Mukkamala, Janoski, and Sung (2002) describe approaches to 
intrusion detection using neural networks and support vector machines.  “The key ideas are to 
discover useful patterns or features that describe user behaviors on a system, and use the set 
of relevant features to build classifiers that can recognize anomalies and known intrusions.  
The idea behind anomaly detection is to establish user’s normal activity profile, and to flag 
deviations from the established profile as possible intrusion attempts.” 
 
Dong, Qi, Zhu, and Gao (2013) “proposed a new model of intrusion detection based on the 
data warehouse, the data mining and the Back Propagation Neural Network.”  The proposed 
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model analyzed network traffic, stored user patterns, and used neural networks to determine 
legitimate users or otherwise based on comparing stored user pattern with actual real time 
pattern.  The “ experiment result show that accuracy of intrusion detection is 82%; False 
alarm rate less than 6% “, indicates this model can find effectively many kinds of behavior of 
network intrusion and have higher intelligence and environment accommodation.    
Chandrasekhar (2013) points out that “network security has become the key foundation for a 
lot of financial and business web applications.  Intrusion detection is one of the looms to 
resolve the problem of network security.”   Chandrasekhar “proposed a new approach by 
utilizing data mining techniques such as neuro fuzzy and radial basis support vector machines 
for helping IDS to attain higher detection rates. Experimental results showed that the 
proposed new approach do better the BPNN, multiclass SVM and other well-known methods 
such as decision trees and Columbia model in terms of sensitivity, specificity and in 
particular detection accuracy.” 
 
Tian (2009) presented a “network intrusion detection method based on radial basic function 
neural network that can detect various intrusion behaviors rapidly and effectively by learning 
the typical intrusion characteristic information.  The experimental result shows that this 
intrusion detection method is feasible and effective.”  
 
Li Min (2005) describes traditional intrusion detection types and limitations and concludes 
that IDS has to evolve from “simple network security technology to dynamic defense.”   Li 
further states that future research should address the questions of “how to validate mined 
rules dynamically and effectively, and to improve efficiency of data mining, mining and 
classification algorithms in order to process magnanimous information effectively.” 
Lee et al (2001) focused “on issues related to deploying a data mining-based IDS in real time 
environment.”  Their approach is based on three main issues: accuracy, efficiency and 
usability. In order to improve these three issues, data mining programs, detection models, and 
adaptive learning algorithms are used respectively to improve IDS efficiency. However, they 
conclude that their research and that of other authors are faced with a serious limitation 
because of the detection being focused on the network and system levels.  They further state 
that there is an urgent need to do intrusion and fraud detection at the application level. 
This study explores the possibility to introduce Neural Network technology in order to 
provide a more secure operating environment for Business Intelligence & Analytics and Big 
Data.  These platforms have emerged as basic components for strategic business decision 
making. The rest of this paper is organized as follows. In section two, the current issues of 
securing BI and Big Data are explored. Section three contains the proposed Neural network-
based IDS framework.  Section four concludes with recommendations and suggestions for 
future research to develop such system.    
 
Securing Business Intelligence and Big Data 
Business Intelligence is based on the concept of generating, storing, creating relations and 
managing data sets, which in return uses various data mining and manipulation techniques to 
extract meaningful information used for business decision making.   As we build more 
complex Business Intelligence systems, the number of databases, data warehouses, and data 
marts increases.  Each database has its own value within the context it is generated. Same 
applies to the data warehouses.  The exponential value is derived by fusing various data sets 
stored in a variety of databases and data warehouses to evaluate current performance and 
generate future business opportunities. Therefore, the key to accuracy lies in the optimal 
combination of these data sets.  Formulating the right mix of data sets opens the gate to 
concise business performance. 
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Various technologies to protect systems, databases, data warehouses and data marts from the 
prying eyes of corporate spies and saboteurs are varied and readily available for use.  
However as innovation in the field of IT progresses, protection for these innovations have to 
follow.  It gets to a certain point where the incremental progression of available protection 
becomes unsupportive and thus a rethink and retooling of such techniques is needed.  As the 
concept of knowledge changes, the approach to protect it will change.  In this context, the 
aim of corporate espionage is to extract valuable knowledge.   This knowledge is generated 
by the expertise and skills of the corporate managers that are able to manipulate data in order 
to extract business value from it.  This complex skill is what corporate espionage will aim at 
acquiring in the future. Therefore, the most effective way to protect this knowledge is to 
prevent its components from being accessed by intruders.  
 
Chen, Chiang and Storey (2012) state that “The development of the Internet in the 1970s and 
the subsequent large-scale adoption of the World Wide Web since the 1990s have increased 
business data generation and collection speeds exponentially. Recently, the Big Data era has 
quietly descended on many communities, from governments and e-commerce to health 
organizations. With an overwhelming amount of web-based, mobile, and sensor generated 
data arriving at a terabyte and even exabyte scale, new science, discovery, and insights can be 
obtained from the highly detailed, contextualized, and rich contents of relevance to any 
business organization.| 
 
Traditionally firewalls, IDS, authentication, authorization and identity management were 
used as dependable, functional, and effective BI security techniques.  Encryption became a 
tool to protect data at rest and in transit.  The concept of tokenization was adapted from the 
credit card industry to further shield sensitive information.  
 
The rapid evolution from traditional DBMS-based Business Intelligence to Big Data with its 
infinite sources of both semi-structured and unstructured data will further complicate security 
issues.  In-memory analytics, predictive analytics, content and text analytics will add more 
complications to security measures and render the traditional data security ineffective for a 
variety reasons; these data sets could be in-transit, or may only be used once on ad hoc basis 
and then discarded; encryption and tokenization would result in substantial data set 
duplication and place a huge toll on memory and processing resources. 
 
In a typical Business Intelligence and Big Data environment thousands of data bases, data 
warehouses and data marts are continuously being accessed and manipulated by a variety of 
authorized and authenticated users. These data sets need to be permanently secured 
irrespective of velocity, variety, volume, and complexity.  
 
Examining the critical components that make up business intelligence and analytics security 
environment reveals that we have succeeded to certain extend at protecting both the 
application and the data levels from users outside the corporate demilitarized zone.  
Protection of unauthorized users from within the DMZ is more problematic.    
 
Corporate espionage is conducted with the purpose of profiting from knowledge in different 
forms, whether actual or predictive. Therefore, the BI application itself and the individual 
data sources are no longer the targets. The target becomes the ability to access and combine 
various data sets in order to extract the valuable knowledge.  Protection will aim at blocking 
the ability of combining the individual data sets. Since we are moving from internal 
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structured to external unstructured data sources, protection should move from the application 
level to the data source level. 
 
As information technology evolves, detection techniques and methodologies are also 
changing.  IDS has evolved from gathering user authentication data, establishing user patterns 
from network related activity, storing these patterns in data bases, and then performing neural 
network-based data mining  in order to detect user anomalies when an unauthorized user 
attempts to gain access.  Then researchers moved into the dynamic detection arena, whereby 
the need for dynamic- real time intrusion detection became a necessity.  Other researchers 
pointed out that with the introduction of the e-environment, application level IDS should be 
deployed instead of simple network IDS. 
 
Figure 1 describes the framework of various attempts in the literature review to use neural 
networks to support IDS.  Most attempts were directed towards protecting the system at the 
network level, and fall short of addressing the possibility of corporate espionage.  A new 
framework is needed to enable IDS to classify and differentiate authorized users patterns 
from that of intruders. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
In order to mitigate the security complications arising from the evolution in data sources and 
manipulation techniques, a new security methodology is formulated and presented.  Previous 
research in the use of neural network-based technology in the security field will be modified 
to handle current and future analytics technology needs.  The use of neural networks to 
generate authorized user patterns is proposed as the basis for access control to data sets.  
Access control will be at the data level rather than the application level. This could be 
achieved by creating acceptable and unacceptable configuration of data set combination. 
 
Each BI user has a log in name and a password.  Based on these user parameters a database is 
created that collects and stores user habits including time of access, location of access, 
databases accessed, kind of dashboard created, and individuals contributed to the shared 
dashboard presentations.  These user patterns could be systematically analyzed and stored 
and become a basis for training the neural networks that will handle the authorization control 
at a later stage.
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Figure 2 illustrates the proposed methodology whereby a more comprehensive threat  
environment is addressed.  Internal data sources that have traditionally been stored within the 
organization have been supplemented with external data sources such as social media and 
search engines.  Internal users are included in the proposed framework in order to mitigate 
the possibility of internal corporate espionage. 
 
The problems that would hinder the effectiveness of the previous NN based IDS have been 
addressed and resolved in the proposed framework.  The problems arising from Big Data 
needs will be mitigated in this framework by moving the security and protection focus from 
data source access to data fusion and manipulation to extract knowledge. 
 
 The neural network-based IDS will operate using this proposed framework: 
1. Data sources will be classified according to risk metrics by assigning a numerical 
value 1 to 10.  
2. The neural network will be trained in safe mode whereby only authorized internal 
users are allowed to access the Business Intelligence and Big Data platforms. 
3. Safe mode users will logon to the system using their credentials, design their queries 
and submit them for analysis. 
4. For each user session, a database will log all user activity parameters such as login 
name and password, location, time, data sets requested, type of query, dashboard generated, 
individuals collaborating in the session and their contributions, the overall risk metric value 
of the data sets, etc…  
5. The user parameters along with the requested data set combinations will be logged 
and become the building blocks of that unique user signature. 
6. As more safe mode users sign in, more patterns are generated that will further train 
the neural network to analyze and learn acceptable user patterns. 
7. Once the neural network is fully trained, external access will then be implemented. 
8. Once a user changes the recognized signature, the neural network will block access to 
the data sets. 
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Figure 3 illustrate the 
various data components 
that will be stored and 
evaluated by the 
proposed neural 
network-based IDS to 
determine whether 
access to the data 
sources would be 
granted or denied.  
Additional data could be 
included if deemed 

necessary to improve the efficiency of threat detection.   
Figure-3:  Proposed Input Layer Variables   
 

Conclusion and Recommendation 

This paper reviewed a variety of neural network-based intrusion detection systems and 
proposes a more robust framework that takes into consideration the emerging security 
complexities that the evolution of BI and Analytics are imposing.  The surveyed techniques 
have a common shortcoming: the inability to protect the fusion of data sources requested by 
potential corporate espionage attempts.  This paper addresses these weaknesses by proposing 
a mechanism that would have the ability to detect various corporate espionage attempts by 
comparing authorized and unauthorized fusion patterns. We conclude that protection should 
focus on preventing possible intruders from being able to combine different data resources 
and extract valuable knowledge.   Future research should focus on evaluating various neural 
network types and chose the most efficient type that yields best protection results. 
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Key Success Factors of Cooperation in Exploration Gas Reserve in a 
Disputed Area: A Case Study of Malaysia Thailand Joint Authority 

 
ABSTRACT 

Malaysia Thailand Joint Authority is a unique and successful project regarding the 
cooperation of two neighbor countries from ASEAN in exploitation of natural resourcesin a 
non-living area to which the outcome is sharing the profit equally. The Joint development 
area is located in the offshore roughly 150km from Kota Bharu and 260km from Songkhla, in 
the gulf of Thailand. It is known as one of the most active areas for natural gas exploration 
and production. The two neighbor countries cooperate in purpose of the high common 
economic benefits, improvement in the standard of living of the population in both countries 
and improving high understanding, trust and acknowledgement of both sides. MTJA is one of 
the most unique cooperation in the world on oil and gas explorations, which has been 
successful from the beginning. The study attempts to analyze the key success factors of this 
national project. The External factors such as political, governmental, legal variations 
economical, social, cultural and technological factors of MTJA project is considered. In 
addition, the internal factors of MTJA success are measured. And a model of most important 
effective variables on the success of a project is proposed in the paper. MTJA is a valuable 
model of bilateral cooperation and mutual enrichment.The most focus of thisstudy is on 
finding the important determinants of success and,proposing a model, which it can be applied 
to other neighbor countries. 
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Cluster-Based SMEs Development Strategies for Globalization in Selected 

Asian Countries 
  

Abstract 

This study is based on an ongoing research and aims to investigate the significance of cluster-
based approaches to prepare small and medium enterprises (SMEs) for globalization. 
Hopefully, this would enlighten policy makers, theorists and practitioners in developing 
policies, initiatives and strategies that reflect directions to support SMEs in managing global 
forces. Cluster-based SMEs, potentially may facilitate the effective participation of SMEs in 
productivity growth and global distribution networks. Many developing nations in Asia are 
still in eclipse when discussing this issue. The purpose of this study is to investigate the 
relationships of networks and clusters capability on SMEs readiness becoming global 
business players. The scope of this study is selected developing nations in Asia. Although 
studies of SMEs clusters have brought attention in well-developed nations, similar empirical 
work has not been widely researched in Asian territories despite the region is well-known to 
practice collectivism. In the final analysis, this study aims to develop a model focusing on the 
globalization of cluster-based industrial SMEs.  
 
Keywords: Small and Medium Enterprises (SMEs); clusters; networks; globalization; 
competitiveness 
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Improvisational Creativity and Innovation Capabilities of SMEs’: Role of 

Explorative Learning Strategy 
 

Abstract 

Concept of competitiveness is tied with the concept of learning organization. Explorative 
learning strategy and exploitative learning strategy are two learning strategies that have to be 
examined in order to foster creativity and innovation. SMEs can be considered as learning 
enterprises due to their agility and high degree of flexibility. This research examines 
explorative learning strategy amongst Malaysian SMEs. Questionnaire was issued through 
online surveys from which 127 responses were chosen for data analysis. PLS-SEM approach 
was applied to develop and test the validity and reliability of the measurement model. Results 
of hypothesis testing indicate that explorative learning strategy has a significant role on 
improvisational creativity and innovative capability of Malaysian SMEs.  
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Self-Service Technology Adoption in Saudi Arabia: A Value Approach 
 

Abstract 

This study investigates the adoption of self-service technologies among consumers in Saudi 
Arabia using the value approach. Unlike previous studies, this study proposes a new construct 
– consumers seek values using the Technology Acceptance Model (TAM) where it comprises 
of time convenience, ease of use, usefulness, secure/privacy, autonomy, service ubiquity and 
enjoyment. The research framework consists of consumer demographic characteristics which 
represents the exogenous variable while consumer adoption of SST as the endogenous 
variable. Based from a mall-intercept technique, a final usable sample comprises of 400 
respondents was collected in three major cities in Saudi Arabia. This represents an effective 
response rate of 44%. The hypothesis was tested using SEM and WrapPLS to illustrate the 
relationship. The results showed that the proposed framework was significant.  
 
Keywords: Consumer Seek Values, Self-Service Technologies, TAM, Saudi Arabia 
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India’s Look East Policy: Linking Northeast India with Thailand 

 
ABSTRACT 

Government of India declared in “Look East policy” in 1991 in order to leverage stronger 
economic and strategic relations with the nations of Southeast Asia including Thailand. 
Lauded as strategic game changer in the region for India, the policy was rigorously pursued 
by the successive governments. In a keynote address at the Institute for Security and 
International Studies (ISIS), Chulalongkorn University, the then External Affairs Minister 
and presently India’s President Pranab Mukherjee said that the two countries shared cultural 
and civilizational linkages. He termed India-Thailand as ‘natural partners’ and stressed that 
Thailand occupies a central place in India's "Look East" policy. 
 
The Northeast region in India consisting of eight states (provinces) has a population of 45 
million and a GDP of $59 billion shares a long land border with Myanmar that further links it 
to Thailand, making it contiguous with ASEAN countries. This year (2013), the Indian 
Finance Minister stated declared thatit will see supports from multilateral development banks 
like World Bank and the Asian Development Bank to combine the 'Look East' policy and the 
interests of the North Eastern States to build roads in the North Eastern States to establish 
closer connections with ASEAN countries. Therefore, there emerging opportunities to build 
on the strengths of both the nation in various sectors, including promotion of 
entrepreneurships.  
 
This paper presents a status report on increasing connectivity and trade relations between 
Thailand and India’s Northeast region. It analyses both the national policy and the regional 
Vision 2020 documents and tries to draw an action plan specifically focusing on the potential 
areas where both the countries can work together on development of entrepreneurships. It 
also, however, highlights the challenges ahead and the enabling actions needed on both the 
sides to promote export, creation of common facilities, benchmarks testing and 
standardization as well as quality improvement of export products.  
 
Keywords:  Entrepreneurship, business, export, import, India, Thailand 
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Customer Perceived Value and its Consequences in the  Saudi Arabian 

Retail Industry 
 

Abstract 

Customer perceived value is argued to be an essential prerequisite for the success, long-term 
survival and competitive advantage of firms. However, while there have been many studies 
done on the subject matter in the developed economies, not much is known within the Middle 
East region. This paper therefore investigates the customer perceived value in the retailing 
industry and their effect on customer satisfaction and customer loyalty.  As retailing or 
specifically hypermarket type of groceries retailing is relatively new in Saudi Arabia 
compared to the Western economies, identifying the consumer buying habits, the customer 
perceived values and its consequences are an important contributions to marketers in drafting 
their future strategies. With the following intentions, 800 questionnaires were distributed to 
grocery shoppers in different shopping outlets in Saudi Arabia of which 407 questionnaires 
were completed. The findings indicated “lavish” buying habits of the Saudi Arabian 
customers and the influence of customer perceived value towards customer satisfaction and 
finally customer loyalty.  
 
Keywords: Customer Perceived Value, Customer Satisfaction, Customer Loyalty, Saudi 
Arabia 

 



Working Papers 

Page 566 of Volume 2 
 

 
 
 
 
Doni Warganegara 
 (no affiliation given), Indonesia 
 warganegara@msn.com 
 
 

Eradication of Poverty to Improve the Indonesian Peoples' 
Welfare Quality Based On The Direction And Territorial 

Development Policy 
 
This article discusses the eradication of the poverty to  improve  the Indonesian people’s 
welfare quality based on the competitive advantage, wealth of natural resources,  the quality 
of human resources and cultures. The purpose of this study is to administer through the 
advancement of knowledge and technology and to improve   the strengthening of Indonesian 
economic competitiveness based on the Direction and Territorial Development Policy 
 
Indonesian nation is a great nation. The Nation history has continued to grow and prosper. To 
be a great nation and more advance are the purpose of this nation. This purpose also is to 
make the country and the nation prosperous, independent, democratic, and fair.  The Lofty  
and  noble purpose of Indonesian people from all islands in Indonesia. They want  a better 
future of Indonesia. The History has taught that Indonesia has successfully passed a number 
of trials, challenges, and obstacles. Indonesian nation has remained standing, stepping with 
certainty, and succeeded to pass by the long journey history process safely. 
 
Thirteen years ago, the Indonesian economy suffered shocks. The economic growth was 
experienced by over 13%. Indonesian Money, Rupiah, collapsed, and  the inflation reached 
70%. The government debt soared above 100% of GDP. The poverty  and un employment  
was soaring increasingly. All economic activities declined and stalled. The Social turbulence  
and conflict was  erupted violences . The political landscape is fundamentally changed with 
the implementation of democracy, decentralization, and constitutional amendments. The 
Social life has changed drastically.  Most of public institutions became dysfunctional. 
Indonesian nation reformed euphoria and freedom. The transition process was sudden, so 
difficult to manage because of the heterogeneity and complexity of the problems we face. 
 
The Acceleration of economic growth is expected to get unemployment rate  lower around 5-
6 per cent at the end of year 2014, and to create  the job opportunities between 9.6 million-10, 
7 million workers in period of 2010-2014. The combination of accelerating economic growth 
and various government interventions are expected to decrease the poverty rate to around 8-10 
per cent by the end of year 2014. 
 
One of the Indonesia National Long-Term Development Plan missions from 2005 to 2025 is 
to establish the equitable development and characterize equitably development levels 
throughout the region. This mission is to improve life quality of society and well-being of 
people, including the gap reduction between Indonesia regions within the framework of the 
Unitary State Republic of Indonesia. Indonesia National Long Term Development Plan  
which is called RPJPN in year 2005-2025 also states that the national development vision is 
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to real of Indonesia in advanced, equitable, and prosperous. One of the long-term 
development missions related to regional development is to realize and achieve equitable 
development Indonesian archipelago became independent, advanced, powerful, and based on 
national interests. In addition, based on RPJPN 2005-2025 to 2010-2014 RPJPN mentions 
that the development is directed to consolidate the restructuring of Indonesia in all fields with 
a greater emphasis on improving the quality of human resources, including development of 
science and technology as well as the strengthening of economic competitiveness. 
 
 
The  knowledge mastery and technology are directed to the achievement of the nation's 
capacity and capability in combining natural resources (resource based), knowledge resources 
(knowledge based) and the resources that come from the nation's cultural heritage (culture-
based). This way will get a sphere of productive economic development more widely, among 
others, the  creative economy -, which can provide a constructive role to support economic 
growth. 
 
This situation requires Indonesia be able to anticipate and be reflected to the mission 
determination and direction of Indonesia's development policies, as well as the steps and the 
strategic role of Indonesia in the eye of international world. This is to ensure that Indonesia 
will continue to achieve the goal of independence, betterment and the prosperity of its people 
in all areas. 
 
 
Keywords: RPJPN, territorial policy, economic resources, cultures,  strategic role. 



Working Papers 

Page 568 of Volume 2 
 

 
 
Hassan Ali Mohamed Madani* 
 hassanali2003602@hotmail.com  
Abdel Hafiz Ali Hasaballah  
 hafiezali@yahoo.com 

Both of Sudan University of Science and Technology, Sudan 
 

The Role of the Locus of Control in the Relationship between the 
Behavioral Motivation and Intention to Use Marketing Technology 

 
Abstract 

The purpose of this paper is to explore and explain the role of the locus of control on 
the relationship between behavioral motivations and intention to use marketing 
technology. This relationship had been investigated theoretically in light of the theory 
of technology acceptance model. 
 
Keywords: Locus of Control, Behavioral Motivation, Intention to use marketing 
technology, technology acceptance model. 
 

Introduction 

Because large developments and transformations have taken place in our society and 
the national economy, the information technology sector has witnessed a revolution 
and development in the field of communication, thus, individuals and business 
organizations have greatly enjoyed the privileges achieved via the information 
technology.  
 
In general people tend to take time when they receive any type of new technology 
which can contribute to solving some of their problems, such as saving their time and 
reducing the cost of living.  Admissibility of technology marketing in our present day 
by enterprises and consumers and the great opportunities exist as a result of 
information technology advancement, the importance of the Internet in business and 
marketing activities appear from its growing users in all age, groups in all various 
cultural levels, individuals personal attention for the nature of information technology 
and its importance in developing the national economy had been witnessed in 
developing countries. 
 
The problem of the study 
The world is witnessing a revolution in the field of information and communication 
technology, especially in the second millennium and the beginning of the third 
millennium. This quality revolution has brought about substantial changes and 
transformations which affected all countries in the world, in particular, developed 
world the outcome of this information and communication technology has touched all 
the cultural, social, and economic areas of life. Although the technology is evolving 
rapidly, people are taking considerable time in accepting and dealing with technology 
marketing. This problem strives the researcher to investigate the impact of the 
behavioral motives the intention of using marketing technology. Notably that studies 



Working Papers 

Page 569 of Volume 2 
 

deal with the impact of the locus of control on the relationship on behavioral motives 
an intension to use marketing technology is very limited 
 
Questions of the study 
The study attempts to answer these questions:  
What is the role of locus of control (internal-external) in the relationship between 
behavioral motivations and intention of using marketing technology? These question 
leads to other salient ones, such as:  

1-  What is the level of behavioral motives among the study population?  

2-  What is the level of internal locus of control among the members of for the study 
population? 

3-  What is the level of intention to use marketing technology for the members of the 
study population? 

4- Are there significant differences for behavioral motives of the respondents 
attributed to demographic variables? 

5-  Are there significant differences in the control center (internal and external) 
attributable to demographic factors? 

6-  Are there significant differences between the intentions to use marketing 
technology due to demographic factors? 

The importance of the study 
The importance of the study is stems from analyzing the relationship between the 
variables of the study which have attracted the attention of many researchers in. This 
stressed the significance of business organizations in their quest for continued 
survival .therefore, the study attempts to contribute to activating the impact resulting 
from locus of control  as a moderate variable on  the relationship between behavioral 
motivations and intention of using marketing technology .this is within an integrated 
theoretical framework that can contribution  to scientific added to posts that determine 
the nature of the relationship between behavioral motivations and intention of using 
marketing technology  
 
Objectives of the study 
The main objective of the study is embodied in striving to determine the role of the 
locus of control in the relationship between behavioral motivations and the intention 
to use marketing technology, as well as the following objectives: 

1-  Shedding more light on the concept of internal and external locus of control in 
terms of its inception, development, and cultural background. 

2- Showing some aspects about the relationship between the behavioral 
motivation concept and the intention to use marketing technology,  

3- Clarifying the compatibility of the results of the western studies about the 
relationship between the Western concept of behavioral motives and other non 

.western cultures. 
4- Determining the reasons and motives that can be attributed as one of the 

intention to use marketing technology. 
5- clarifying the role of the locus of control in modifying the relationship 

between behavioral motivations and intention to use marketing technology 
6- Attempting to provide a clear visionary theory of the respondents about the 

concept of community and the dimensions of the variables of the study. 
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7- Identifying the components of behavioral motivations that contribute to the 
achievement of the intention to use marketing technology in light of testing the nature 

and strength of the correlation and their impact. 
8- Building virtual model reflecting the hypothetical relationship between the 

variables of the study. In order to reach the image that reflects the role of locus of 
control in the relationship between behavioral motivations and intention to use 

marketing technology. 
9-  

Literature Review  

Intention to use marketing technology:  
The Framework of the study consists of factors influencing intention to use marketing 
technology. Intention means to do special thing or action with a special attitude, or 
with means, purpose, or plan in the individual heart.  If dissatisfaction sets in, the next 
phase is the thought of turnover appearing in employees’   heart, and it also is the last 
phase before turnover practice (Cheng-Ping Chang Wei-Chen Chang, 2008).  
However, Intention to adopt an innovation depends on how individuals react to the 
use of that innovation, equally, how they perceive the use of that innovation (Jinzhu 
song, 2010).  
 
marketing technology concept marketing technology in general refer to the concept 
of technology, but in the quality of the techniques used and the purpose of use in the 
field of marketing and it was due to different marketing activities for productive 
activities, medical, and other development. The marketing technology is knowledge, 
experience and contributing to the implementation of marketing activities through the 
use of available techniques of machinery and equipment, tools and others that 
contributed to the development of marketing activities and make them more 
responsive to the needs and desires of consumers and contributed effectively in 
determining the marketing department to output 
Marketing technology is a wide concept with multiple definitions depending on the 
context and viewpoint. According to Electronic Commerce Association it can be 
defined as “covering any form of business that is executed, using any information and 
communication technology”. states that “e-commerce offers opportunities to 
dramatically improve the way that businesses interact with both their customers and 
suppliers, to make business negotiations faster, cheaper, more personalized, and more 
agile”.( Roosa-Maria Säntti,2011) 
 
Locus of control 
Through recent years, locus of control has attracted considerable attention from 
researchers in the areas of psychology and education (Phares, 1976) (Dorotha H. 
Brown; Ann W. Engin). Locus of control is an important personal characteristic of 
Path goal model and many researchers have tried to find out its moderating (Riffat un 
Nisa Awan, Ghazala Noureen, Shamsa Aziz & Hamid Hassan: 2011). 
Locus of control (LOC) describes the extent to which a person believes that his or her 
behavior has a direct impact on the events that follow In industry, the consequences 
usually take the form of reinforcement (such as rewards or gratification) or 
punishment (such as assignment to less attractive tasks or failure to be promoted) 
(Bonnie E. Garson, Douglas J. Stanwyck: 1997) 
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Locus of control refers to a person’s perceptions or beliefs about the location of 
responsibility for his or her life; circumstances, happenings, events, conditions.  The 
perception of who is in charge of one’s life, who decides one’s fate, and who is of 
control (LOC), People’s perceptions of success and failure, of health and illness,  
ability or inability, all reflect their locus of control.  In other words, the concept of 
LOC refers to perceived control; the perception of how much a person feels in control 
of life (Lefcourt, 1982) responsible for whatever the person is experiencing, is 
determined by the person’s locus. The earliest formal investigations of the concept 
were reported by Julian Rotter (1966, 1975).  Rotter showed that people have 
different views about things that happen to them.  People have their own beliefs or 
generalized expectations about where the control of life, or events, resides. 
 
Behavioral motivation: 
Motivation is the psychological feature that arouses an organism to action toward a 
desired goal and elicits, controls, and sustains certain goal directed behaviors. For 
instance: An individual has not eaten, he or she feels hungry, and as a response he or 
she eats and diminishes feelings of hunger. There are many approaches to motivation: 
physiological, behavioral, cognitive, and social. Motivation may be rooted in a basic 
need to minimize physical pain and maximize pleasure, or it may include specific 
needs such as eating and resting, or for a desired object. Conceptually, motivation is 
related to, but distinct from, emotion 
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Hypotheses of the study  

Hypothesis 1: There is a positive relationship between the behavioral 
motivations and intention to use marketing technology 
Hypothesis 2: There is a positive relationship between the locus of control 
and the intention to use marketing technology. 
Hypothesis 3: There is a positive relationship between the behavioral 
motivations and the locus of control. 
Hypothesis 4: There is a positive relationship between the behavioral 
motivations and the technology acceptant model. 
Hypothesis 5: There is a positive relationship between the technology 
acceptant model and the technology acceptant model 

Limitations of the study 
This study is limited to mobile users in the Republic of Sudan, without covering the 
other developing countries. This is as a result to the limitation of resources available 
to the research.  
7 Data collection method 
Primary sources:- 

1- The questionnaire 
2- The note 

Secondary sources: 
1. Books and References.  
2. World Wide Web (Internet)  
3 .Previous studies and Research.  
4. Notes and articles.  
5. Magazines and Periodicals 

Methodology of the study 
The study uses the descriptive, analytical method for data collection and analysis o the 
study material and the basic curricula in Meta research to describe the current 
situation. It will also use statistical methods to achieve maximum accuracy exactly 
when analyzing the collected data, as well as designing questionnaires. 
Study variables: 

1- Independent variables   
Behavioral motivation  
External behavioral motivation internal behavioral motivation  

2- Moderate Variable 
Locus of control 
- Internal locus of control 
- External locus of control 
  3. Dependent variable: 
Intention to marketing technology 
4- Mediates Variable: 
Technology acceptance model 
 

 

Conclusions 

The theoretical goal of the study is an attempt to study those factors influencing 
intention to use marketing technology and do locus of control moderating the 
relationship between behavioral motivations in marketing technology. 
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The Role of Corporate Governance on Sticky-Cost Among Malaysian 

Companies 
 

Abstract 

Exploring cost-behaviour has been critically important along with agency cost and corporate 
governance for successful businesses and academicians. Prior researches have examined the 
impact of corporate governance on the general company performance and a few studies have 
focused on corporate governance in association with sticky cost. In addition, most of studies 
have examined the role of corporate governess in developed countries and a few studies have 
explored into companies in developing countries such as Malaysia. Despite a rapidly growing 
stream of studies seeking to document cost stickiness, the evidence has generated a debate 
about the validity of the theoretical constructs and the generalizability of sticky cost 
behaviour. Thus, the focus of this study is to increase our understanding of corporate 
governance associated with sticky cost which would examine the cost behaviour within 
company cost structure. 
 
Keywords: Corporate Governance on sticky-cost among Malaysian companies 
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Examining online social shopping behavioural intention among social 
networking users in Malaysia 

 
Abstract 

Socialization through online social media has changed the pattern in which customer behaves 
and marketer set their strategy to target a specific segment in online shopping area. A few 
study has been examined the implication of social network website in e-commerce context by 
extending social presence theory in understanding shopping behaviour among Malaysian 
social networks users. Therefore, this study attempts to examine the influence of Customer 
information quality (CIQ), Effectiveness of information content (EIC), Attitude (ATT) and 
Perceived Social Presence (PSP) on Social Shopping (SS) intention among Malaysian social 
network users. Quantitative techniques, non-probability sampling procedure, cross sectional 
data collection were use to empirically test the proposed hypothesis within multiple 
regression analysis (MRA). A total of 193 valid online questionnaires were collected. The 
findings indicate that CIQ and ATT are not significant predictor toward SS intention while 
EIC and PSP can be use to explain SS behavioural intention. Understanding consumer 
perceptions and intentions to use a social shopping website have direct management 
implications for pricing, promotion and distribution strategy. Marketing managers should 
realize the importance of targeting specific and profitable segment which are online social 
networks users. The study limitations, implication and social contribution are discussed. 
 
Keywords: Customer information quality (CIQ), Effectiveness of information content (EIC), 
Attitude (ATT), Perceived Social Presence (PSP), Social Shopping (SS) intention and 
Malaysia. 
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Consumer Behavior Dynamics of Brand Switching in  the Smartphone 
Industry 

 
Smartphone industry has encountered rapid advancements in technology and innovation as 
depicted in introduction of new and advanced product features.  Few years ago, Apple 
introduced the Iphone, a radical high-tech product, that gained wide acceptance among 
consumers across the world, and became a necessity in their everyday lives. Other global 
companies such as Samsung, introduced their own brands of the smartphones, which became 
fierce competitors to the Iphone.  
 
Consumers are subjected to brand switching and face more complex decision making 
approach in choosing the right smartphone for them.  The objective of this study is to 
formulate a model that depicts the brand switching dynamics of smartphones, spelling out 
how and why consumers switch between smartphone brands.   
 
Since smartphones are high-tech products subject to continuous innovation, the focus of this 
research is on the role that product features and attributes play in brand switching. It will also 
investigate the relationship between product features and attributes and the other variables 
leading to brand switching.  
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International Organizations during Economic Recession: A Study toward 
International Law and Political Regulation in Iran 

 
Abstract 

The economic situation in developed and developing countries creates an issue in 
understanding international law, practice and regulations. The law and regulation toward 
international companies are subject to entrepreneur’s development, employment and most 
obviously national economic growth. The aim of this study is to examine the influential 
factors in shaping competitive advantages among Iranian companies regarding to current 
barriers internally and externally. The current situation in Iran brought a new defensive 
economic, politic and law model that has not been emerged in the past decades. The 
implication of how organization may respond to external factors is an interesting research 
agenda. This study contributes to literatures in organizational behavior and several other 
disciplines in examining internal and external environment which lead to a strategic 
competitiveness and helps top level managers to cope with company current and future crisis. 
 
Keywords: International Organizations, Economic Recession, International Law and Iran 
 



Working Papers 

Page 578 of Volume 2 
 

 
 
David N McArthur 

Utah Valley University, USA 
david.mcarthur@uvu.edu 

 
Conflict and Interests in International Technology Transfers: Managing 

Agreement and Action 
 
 

ABSTRACT 
 
Against the backdrop of huge levels of inbound foreign direct investment, individual foreign 
firms, large and small, make “bets” as they transfer production and commercial technologies 
into subsidiary firms or joint ventures in new national markets such as China or Southeast 
Asia. For too many these “bets” go disastrously wrong for one or more of several reasons. 
Technology-receiving firms, both subsidiaries of and partners in joint ventures with the 
technology-source companies, can be better understood as potential “points of leakage” if 
some basic principles are understood beforehand. Using theoretical, experiential, and 
research sources this discussion will address the roots of partner interests and the conflicts 
that often arise in technology transfers overseas. 
 
Conflicts arise over differing interests between the multinational’s headquarters and the 
subsidiaries due to failed transfers or the loss of exclusive rights to the production or 
commercial technology to others. The MNC HQ realizes proprietary knowledge may leak out 
through the subsidiary to joint-venture partners, who themselves may become or be linked to 
competitors, suppliers, and industrial customers. Governments play a role in reinforcing the 
approbriability of those exclusive rights – or may fail to do so. Using counterfeit / pirated 
product seizures as a way of measuring the problem of technology expropriation shows that 
“…Asia emerges as the largest source for counterfeit and pirated products, with China as the 
single largest source economy.” 
 

Methods 

Semi-structured interviews were conducted with 16 US firms sending production technology 
abroad and with 8 Chinese joint-ventures and subsidiaries receiving production technology 
from overseas. In each firm at least two independent interviews with responsible managers 
involved in the technology transfer were conducted. Grounded theory (cross-comparative) 
techniques were used to identify categories (constructs) in the technology transfers and their 
relationships to each other. 
 

Conclusions 

The implications for MNC managers responsible for deploying production technologies are, 
first, that technology-sending units may indeed have interests that are in conflict with other 
units’ interests (including both the HQ and the technology-receiving units. Responsible 
managers should be alert to interests held by other actors in the system (don’t assume 
machine-like obedience). Managers should have active mechanisms in place for exploring 
and developing new subsidiary roles within the MNC. Additionally they should tie 
compensation in technology-sending units to success of transfer to the receiving unit. They 
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should task international departments at the MNC HQ with developing an independent 
information pool about key employee turnover at the subsidiaries (and j-v partners), they 
should conduct product surveillance in key emerging markets and be alert to who are the 
potential expropriators and their absorptive capacity. 
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Human Resource Factors Influencing Employee Performance In Apparel 

Export Industry 
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turnover 
 

BACKGROUND 

Indian textile industry is one of the oldest and it is contributing 4% to the Gross Domestic 
Product (GDP).1 
In terms of employment, it is the second largest employer, only second to agriculture, 
employing more than 35 million people across the nation.1 
It has the largest pool of cheap and skilled labor.1 

Readymade Garments account for approximately 41% of the country’s total textiles exports. 2 
 
Need For the Project: 
 absence of emphasis given on  HR practices in the apparel export industry. 
 Studies of HR practices limited to the service and retail industry 
 Insignificant studies on middle level management. 
 Almost all theory and evidence about the relationship between HRM and performance 
based on the research in the United States, Europe and other developed  countries and that too 
in parallel manufacturing industries 
 
OBJECTIVES: 
• To find the link between specific HR practices and employee performance in apparel 
export industry in Delhi, NCR region. 
• To find the specific HR practices leading to better employee performance. 
•  

 


