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Preface

This volume contains the proceedings of the 2013 Academy for
Global Business Advancement (AGBA’s) 10™ 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 10™ 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 10"
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 10™ 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:

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

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

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

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

o Offer customized training worldwide;

o Offer professional development programs;

e and Provide “Global Entrepreneurship Development” services.
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AGBA SPONSORS

® \Woodbury School of Business, Utah Valley University, Orem, Utah, USA

o Marketing and Management Institute, Leibniz University Hannover, Hannover,
Germany

¢ Global Institute of Management and Economics, Dongbei University of
Finance and Economics, Dalian, China

e College of Business Administration, Ajman University of Science and
Technology, Ajman, United Arab Emirates

¢ Inderscience Publishers Inc., UK and Switzerland

e Faculty of Industrial Technology and Management, University of Malaysia
Pahang, Kuantan City, State of Pahang, Malaysia

o Berkeley College, New York, USA

e 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

e COMSAT Institute of Information Technology, Islamabad, Pakistan

e Faculty of Management Studies and Research, Aligarh Muslim University,
Aligarh, State of Uttar Pradesh, India

e DPJ Holdings Pvt. Ltd. Nawala, Sri Lanka

e Umead School of Business and Economics, Umea University, Sweden

e School of Commerce and Management, Southern Cross University, Australia

e 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?journal CODE=jgba

(2) Journal for International Business and Entrepreneurship Development
ISSN (Online): 1747-6763 - ISSN (Print): 1549-9324
http://www.inderscience.com/browse/index.php?journal CODE=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/CEQO 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
Koénigsworther 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 | Deputy Chairman: AGBA Board of Truste
05-2008) es (2005—2008)

Prof. Dr. C.P. Rao
Kuwait University

Prof. Dr. Klaus-Peter Wiedmann
Leibniz University Hanover

Kuwait Germany
Chairman: AGBA Board of Trustees (20 | Deputy Chairman: AGBA Board of Truste
01-2004) es (2001—2004)

Prof. Dr. Subhash C. Jain
University of Connecticut
USA

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. Igbal U. Ahmed

University of Texas at Arlington,
Arlington, Texas,

USA

AGBA Country Vice Presidents

Dr. Jun-gian (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, JI. 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

Pé6le 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 Dr. Mohammad Naim Chaker

COMSAT Institute of Information Ajman University of Science and
Technology, Technology

Islamabad Ajman

Pakistan UAE

AGBA Vice President for Pakistan AGBA Vice President for UAE
Prof. Dr. Ichirou Shiobara Dr. George Tasie

Waseda University American University of Nigeria
Japan Nigeria

AGBA Vice President for Japan 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

Umeda School of Business and Economics
Umea 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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Péle 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

Umea School of Business and Economics
Umea University
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Sweden

Klaus-Peter Wiedmann

Chair for Marketing and Management
Leibniz University Hannover
Germany

AGBA SCHOLARS

Dr. Evariste Habiyakare

HAAGA-HELIA University of Applied Sciences,
Department of International Business
Taidetehtaankatu 1, 06100 Porvoo,

Finland

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, TX USA

Dr. Craig Julian

Senior Lecturer of Marketing

School of Commerce and Management
Gold Coast Tweed Heads (Beachside)
Southern Cross University

Bilinga, Queensland 4225

Australia

Dr. Meng Tao

Deputy Dean

Global Institute of Management and Economics
Dongbei University of Finance and Economics
Dalian

China

Dr. Haim Hilman Abdullah
Director of Corporate Planning
Universiti Utara Malaysia
Malaysia

Dr. Mohammad Naim Chaker

Associate Professor of Economics

College of business Administration

Ajman University of Science and Technology
Ajman, United Arab Emirates

Prof. Dr. Tengku Akbar Tengku Abdullah
School of Business
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Infrastructure Kuala Lumpur Infrastructure University College
Unipark Suria, Jalan Ikram-Uniten 43000

Kajang, Selangor

Malaysia

AGBA Distinquished Doctoral Dissertation Award

2010 Doctoral Dissertation Award

Dr. Haim Hilman Abdullah 2012 Doctoral Dissertation Award
Director of Corporate Planning Dr. Chutima Wangbenmad
Universiti Utara Malaysia Graduate School of Management
Malaysia Universiti Sains Malaysia

Penang
2011 Doctoral Dissertation Award Malaysia
Dr. Che Aniza Binti Che Wel
Faculty of Economics and Business, 2013 Doctoral Dissertation Award
University Kebangsaan Malaysia, To be announced at Thailand
State of Selangor Darul Ehsan Conference
Malaysia

AGBA Membership

Regular Annual Membership Fee: $ 100

Regular Annual Membership Fee for Students: $ 50

Regular Annual Institutional or Corporate Membership Fee: $1000
Regular Institutional or Corporate Membership Fee (LDCs): $500
AGBA Regional Chapter Annual Fee: $1,000

AGBA Sponsor and/or Partner: $1000 (Annual Fee)

AGBA Fellow: Complimentary

AGBA Patron: Complimentary

AGBA Resources

AGBA is pleased to offer following online resources to assist its members to
augment their professional endeavors to world-class standards.

(1) World Bank Resources:
http://web.worldbank.org/WBSITE/EXTERNAL/WBI/0,,contentMDK:20279028~menu
PK:556285~pagePK:209023~piPK:207535~theSitePK:213799,00.html

(2) BBC Resources:
http://www.bbc.co.uk/worldservice/business/review_globbus.shtml

(3) Governmental Resources:

http://www.ed.gov/programs/iegpsgpa/index.html
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(4) Cultural Information:

http://interculturalpress.com/store/pc/viewcategories.asp?idCategory=79&pageStyle

=P

(5) Global Videos:

http://www.aperianglobal.com

(6) Videos, DVDs and CDs

/http://www.bigworldmedia.com/

(7) Films

http://ffh.films.com/Films_Home/Index.cfm

(8) International Trade Webcasts

http://www fita.org/webcasts.html

(9) TV Archives and Film Library

http://www.footage.net/

(10) Interviews With Leaders:

http://www.globalization101.org/ask

(11) Educational Media:

http://www.insight-media.com/IMHome.asp

(12) Popular News:

http://www.pbs.org/newshour/video/index.html

(13) American Chamber of Commerce:

http://www.uschamber.com/webcasts/default

(14) United Nations Webcast Archives

http://www.un.org/webcast/archive.htm

(15) TV News Archives:

http://tvnews.vanderbilt.edu/

(16) Global Business Cases:
http://hbsp.harvard.edu/product/cases
http://www.thunderbird.edu/knowledge network/case_series/index.htm
http://www.acrc.org.hk/case/case_showlist.asp?ct=popular
http://www.ksgcase.harvard.edu/
https://store.darden.virginia.edu/
http://www.dmi.org/dmi/html/publications/casestudy/casestudy_s.htm
http://www.caseplace.org
http://www.kellogg.northwestern.edu/Faculty/Kellogg Case Collection.aspx
http://casenet.thomsonlearning.com/casenet_global_fr.html
http://casenet.thomsonlearning.com/casenet_global_fr.html
http://www.fasid.or.jp/english/training/case/casebook.htm
http://gsbapps.stanford.edu/cases

(17) global strategy simulation
http://www.bpg-businesspolicygame.com

(18) Global Business Simulation Game
http://home.att.net/~simulations/corpweb.htm

(19) Bridging Culture Assessment Program
http://parkligroup.com/ELearning/BridgingCultures
(20) A Foreign Language Simulation Game
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http://www.nipporica.com/prod.htm#Redundancia

(21) A Multinational Management Game

http://microbuspub.com/mmg.htm

(22) Global Business Strategy Game

http://www.bsg-online.com

(23) Online Exercise for Students

http://www.glo-bus.com

(24) Online Global Marketing Management System

http://www.gmmso2.com

(25) Online Global Marketing Potential System

http://www.globalmarketpotential.com

(26) Online Export and Import Management System

http://www.eimso.com

(27) International Operations Simulation

http://www.intopiainc.com/

(28) Interpretive Simulation

http://www.interpretive.com/rd5/index.php?pg=cm2

(29) MIT Resources:

http://web.mit.edu/newsoffice/2009/sloan-mstir-0126.html

(30) Miscellaneous Other Relevant Resources:
http://www fita.org/webcasts.html
http://www.academic360.com/general/US.cfm
http://www.nacra.net/nacra/
http://www.xanedu.com
http://www.globalview.org/default_files/capstone.htm
http://www.bized.co.uk/virtual/vla/the _trade balance/index.htm
http://globalchallenge.cesim.com
http://www.marietta.edu/~delemeeg/expernom/Fall2001/mason1.html
http://www.culturaldetective.com
http://www.worldgameofeconomics.com
http://www.fekids.com/img/kin/flash/DontGrossOutTheWorld.swf
http://www.diversophy.com

AGBA Career Center

AGBA offers assistance to its members seeking information about career

development as well as job placement.

Delegates attending our annual global conferences are assisted in career counseling

and job placement.

Many universities have interviewed candidates at our previous conferences and
many more institutions from all over the world are expected to interview candidates

at future conferences.

AGBA members are encouraged to browse through the following websites for career

development:

Page xxiii of Volume 2



http://bizschooljobs.aacsb.edu/home/index.cfm?site_id=2849
http://www.academiccareers.com/
http://www.academic360.com/faculty/listings.cfm?DisclD=90
http://aib.msu.edu/careercenter/jobpost.asp?sort=1
http://chronicle.com/section/Jobs/61
http://www.jobs.ac.uk/jobtype/academic/
http://www.universityjobs.com/jobs/jobs1.php?catid=27
http://www.higheredjobs.com/

2013 AGBA News

(1) AGBA is inviting global citizens, and internationalists to join the organization by
attending its upcoming global conferences annually.

(2) AGBA is inviting proposals from academic institutions, professional organizations
and governmental agencies to establish its regional chapters across all BRICS
countries (Brazil, Russia, India, China, and South Africa).

(3) AGBA is inviting nominations to designate additional "AGBA Fellows" based in
different regions across the world. "AGBA Fellow" is the highest honorary title
conferred on a “world-class academic, or scholar, or entrepreneur, or professional, or
consultant” for his/her outstanding contribution to the advancement of the field of
global business and entrepreneurship. This honor is conferred at its global
conferences.

(4) AGBA is inviting proposals from any business school based in an emerging
country to seek its assistance for upgrading itself to the world-class standards.

2013 AGBA Conference Advisory Committee

Prof. Dr. James P. Johnson Commerce, Texas USA
Professor and Chair USA

Department of International Business

Crummer Graduate School of Dr. Barbara Ross Wooldridge
Business Associate Professor of Marketing
Rollins College The University of Texas at Tyler
Winter Park, FL USA Tyler, TX USA

Prof. Dr. John H. Humphreys Dr. Susan Ridgaway Stone
Professor of Management Professor of Management and
Department of Marketing and Marketing

Management The John L. Grove College of
College of Business and Technology Business

Texas A&M University at Commerce Shippensburg University
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Shippensburg, PA USA Department of Marketing

University of Richmond
Prof. Dr. Dana-Nicoleta Lascu Richmond, VA USA
Professor and Chair

2013 AGBA Conference Management Scientific Committee

Prof. Dr. Demetris Vrontis

Dean, Distance Learning

Director, Unit of Graduate Studies in Business
University of Nicosia,

1700 Nicosia

Cyprus

Prof. Dr. Philippe Coffre;

Professor of Marketing Management
Leonardo da Vinci University,
France

Dr. Craig Julian

Senior Lecture of Marketing
School of Business
Southern Cross University
Australia

Prof. Dr. Wolfgang Hinck
Professor and System Deputy Chair
Department of Marketing

Berkeley College

12 East 41st Street

New York, NY USA

Prof. Dr. Lars G. Hassel

Rector

Umea School of Business and Economics
Umea University

Sweden

Prof. Dr. 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

Syed Quddus
The Papa New Guinea University of Technology
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Email: squddus@dbs.unitech,ac.pg.

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.
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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 stocksyi; category during postlimit days compared to other categories. In
addition, the trading volume of stocksy;: 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; Lehman#,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 H;is the high price in Day
t, Ct.1 is the closing price in Day t-1, LIMIT;is the maximum allowable upward price
movement for each Day t and L;is the low price in Day t.

H,> Cy, + LIMIT, (1)
L.<Cy; - LIMIT,
(2)

These stocks that came within their limits are represented by stockspi. Two subgroups are
also classified on days when prices reach to their limits, stocksg ¢ and stocksgs. These stocks
did not reach the price limits, thus stocksg g are stocks that experience at least 0.90(LIMIT)
daily limit. These two samples are used to increase accuracy of study and show that the
differences which are observed between stocksy;: and stocksg ¢ 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 stocksygo and stocksg so 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, to. Day t=0 has
different meanings for each categories of stocks (stocksn, stocksee, and stocksse,). For
example, day t=0 shows the day that stocks endured a price change of at least 0.90(LIMIT)
price movement for Stockg g ,while for stockspis, 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 r;; denotes the close-to-close return of
stock j on day t.

V- (1) 3)

After this step, the averages for each 21-day period will be calculated. If we can prove
statistically that stockspis 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 stocks gy 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.

Stocksyit 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 stocksy;; 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 TVOL,; is the trading volume for each stock j on day t and SOUT; is the total number
of shares outstanding for stock j on Day t.

TAt,J‘ = TVOLt,J/ SOUTt’J
“)

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
stocksp;it category must compare with the others. If trading volume of stocksy; 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 stocksggo. 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 stocksy; is not greater than the other categories during the post limit days.
2. Trading activity trend of stocksyi; 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
Stocksp;t Stocksg oo Stocksg g0
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 Stocks.o0 Stockso.g0
Upward Downward |[Upward Downward [Upward Downward
256 196 239 199 242 199
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 58.4

Female 41.6

Age

20-30 20.3

31-40 14.9

41-50 57.4

51 above 7.4

Marital status
72.3

Married 27.7
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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 19
Others 21

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 tablel pointed that 18% of respondents have lyear
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 Scale rating N. Mean Std. Interpretation
0 valid Deviation
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
¢ Land as security 100 3.56 1.217 Disagree
d Repayment capacity 100 1.88 671 Agree
2 Security deposit or guarantor 100 1.70 172 Agree
3 Small businesses able to access 100 3.53 1.087 Disagree

loans from microfinance

institutions.
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Accessing microcredit is considered 100 1.66 831 Agree
to be an important factor that
increases output of small businesses.

Accessing microfinance program 100 1.53 745 Agree
has been identified as a key element
for small businesses to succeed.

Average 2.38 0.870 Agree

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.
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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
No Scale rated N. Mean Std. Interpretation
Talid Deviation
1 Challenges facing by small businesses to access
credit from Microfinance mstitutions are:
A Individual Collateral 100 1.81 720 Agree
B Group lending 100 351 1.004 disagree
C  interest rate asked from borrowers 100 357 1.057 disagree
D Repavment period/time 100 2.37 1.002 Agree
2 Access fo financial services by smallholders 1s agree
normally seen as one of the constramnts lumiting 100 221 902
their benefits from credit facilities
3 Lack of access to credit by the poor just below agree
or just above the poverty line may have 100 218 925
negative consequences for Small businesses.
4  Banks are frequently reluctant to support poor ~ agree
people those want to expand their businesses 100 195 392
with a loan.
5 Ac-:_essiug _microf?nance scn‘ic; by small 100 202 778 agree
businesses is considered to be difficulty
9  Micro finance programs include lack of small agree
amounts of capital paid back within a short 100 198 752
time frame.
average 2.4 0.8591 Agree

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.
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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
MFTIs. 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 MFTs 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 MFTIs, 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
MFTs 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.

References

Abdurrahman. A (2007). Islamic Microfinance: A Missing Component in Islamic Banking
Kyoto Bulletin of Islamic Area Studies, (pp. 38-53)

Christopher. F. (2010). Impact of Microfinance on Small and Medium-Sized Enterprises in
Nigeria. The 7th International Conference on Innovation & Management.

Diagne, A & M. Zeller (2001). Access to Credit and its impacts in Malawi. Research Report
No.116 Washington DC, USA: International Food Policy. (IFPRI). Education limited
Harlow England

Encyclopedia (2011). Free on line dictionary Retrieved Nov, 15, 2011 from,
http://www.thefreeonlinedictionary.com/credit.

Hassan. A. (2010). Microfinance Institutions activities and entrepreneurship development of
selected SMEs in Hargeisa, Somaliland.

Heidhues, F. (1995). Rural Finance Markets-An Important Tool to Fight Poverty. Quarterly
Journal of International Agriculture Vol.34 No.2, pp 105-108.

Hossain, M. (1988). Credit for the alleviation of rural poverty: The Grameen Bank in
Bangladesh. /FPRI Research Report, 65

James, Q. (2005). Financial Sector Assessment Hand Book, World Bank: Washington.
Kopla. A. (2009). Financing Of Small Scale Enterprises — The Role of Microfinance in South

Tongu District. Institute of Distance Learning, KNUST, 3 0th May, 2009.

Lan (2004). Micro Finance Report (electronic) retrieved on (10, December, 2011)
(http://www.microfinancegateway.org/p/site/m/template.rc/1.26.9083/

Ledgerwood, J. (1999). Microfinance Handbook: Sustainable Banking with the Poor, the
World Bank, Washington, D.C.

Mahjabeen, R. (2008). Microfinance in Bangladesh: Impact on Household, Consumption and
Welfare [J]. Journal of Policy Modeling, (30):1083-1092

Ngehnevu & Nembo (2010). The Impact of Micro Finance Institutions (MFIs) in the
development of Small and Medium Size Businesses (SMEs) in Cameroon: 4 case study of
CamCCUL.

0jo0.0, (2009). Impact of Microfinance on Entrepreneurial Development: The Case of
Nigeria, the International Conference on Economics and Administration, FAA, Bucharest,
14th November 2009.

Provident J. & Zacharia S (2008). A critical look at the role of micro finance banks in poverty
reduction in Tanzania: 4 case of Akiba Commercial Bank Limited.

Wydick, B. & Kevan. (2001). Micro Enterprise Lending to Female Entrepreneurs: Sacrificing
Economic Growth for Poverty Alleviation? [J]. World Development and Cultural Change,
47(4): 853-869.

Yehuala. S (2008), Determinants of Smallholder Farmers Access To Formal Credit: The Case
Of Metema Woreda, North Gondar, Ethiopia

Page 27 of Volume 2



The Interdependence between Lebanese Higher Academic Institutions’
Goals and Its Faculty Members’ Commitment

Wael S. Zaraket
Swiss Business School
Switzerland
Email: zarakerwael@gmail.com

The Interdependence between Lebanese Higher Academic Institutions’
Goals and Its Faculty Members’ Commitment

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

Page 30 of Volume 2



The Interdependence between Lebanese Higher Academic Institutions’
Goals and Its Faculty Members’ Commitment

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

—

A

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 Anton 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

Page 41 of Volume 2



The Effect of Product Design on Technology Switching Decision by Medical Imaging Users:
The Case of Lebanon

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

Page 42 of Volume 2



The Effect of Product Design on Technology Switching Decision by Medical Imaging Users:
The Case of Lebanon

(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; Antén 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.

HS5: 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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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.
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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).
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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 106 74.1
Bukit Kayu Hitam, Kedah 37 25.9
Age Less than 25 years old 50 35.0
More than 25 years old 93 65.0
Gender Female 87 60.8
Male 56 39.2
Nationality Malaysian 70 49.0
Thailand 73 51.0
Marital status Not married 34 23.8
Married 109 76.2
Level of Education Tertiary education 38 26.6
Secondary education 105 73.4
Table 4.1 Factor and Reliability Analysis on Entrepreneurial Behavior
Name Items Factor  Eigen % Cronbach’
Loading -value variance s alpha
Factor 1: I like the job in which I don't have 73 6.00 37.52 .84
Need for to answer to anyone.
Achievement [ push myself, and feel real .76
satisfaction when my work is
among the best there is.
I judge my work by considering .69
whether it meets the minimum
requirements for the task.
I am driven to ever-greater efforts 7
by an unquenched ambition.
I spend more time thinking about 74
my goals than my past
accomplishments.
Great achievement is not a .61
substitute for anything in life.
Factor 2: I am ultimately responsible for my .82 2.07 12.92 .84
Locus of own business success.
control
I can control most situations in .67
which I find myself.
I am usually able to protect my .69
personal interest.
My life is determined by my own .80
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Name Items Factor  Eigen % Cronbach’
Loading -value variance s alpha
actions.
When I make plans, I am almost .61
certain to make them work.
When I get what [ want, it is .64
usually because I worked hard for
1t.
Factor 3: I feel self-confident when I am 81 1.55 9.71 .83
Entrepreneuri with very successful business
al people.
self-efficacy My “knack of dealing with .79

people” has enabled me to create
many of my business

opportunities.
I accept the opinions of others. .82
I feel comfortable when I have 73
complete responsibility to do my
work.
Table 4.2 Descriptive Statistics of Entrepreneurial Behavior
Variables Mean* Std. Deviation
Entrepreneurial self-efficacy 3.05 .87
Need for achievement 4.09 73
Locus of control 4.08 73

Note: *A 5 point Likert type scale is used (1 = StronglyPrsagree 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 A40%* -

3. Entrepreneurial self-efficacy 27*%* 10 -

4. Need for achievement OO** 3%k FGkk

5. Locus of control STk D%k 33kk Sk

Note: N =143, **p< .01 (2-tailed), *p< .05 (2-tailed)

It is observed that predictable environment correlated significantly to intensity of competition
(=.40, p< 0.01), to entrepreneurial self-efficacy (=.27, p< 0.01), to need for achievement
(r=.66, p< 0.01), and to locus of control (»=.57, p< 0.01). The multicollinearity is not a
problem as all the coefficient  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

H1

Demographic

Entrepreneurial

Environment

H2

Table Error! No text of specified style in document..2

Entrepreneurial Self-Efficacy

v

Behavior

Regression Result for

Variables Standardized Beta
Gender (male = 1) -.05

Nationality (Thailand = 1) 13

Level of education (secondary education=1) .01

Predictable environment

24%% (p-value = .01)

Intensity of competition .03
R? .09
Adj. R? .06
R? Change .09
F-value 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 R? 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 (=.24, p<.01), thus H2a is

supported.

Table Error! No text of specified style in document..3

Achievement

Regression Result for Need for

Variables

Standardized Beta

Gender (male = 1)
Nationality (Thailand = 1)

-.10
-.12*** (p-value = .06)

Level of education (secondary education=1) .06

Predictable environment .66** (p-value = .00)
Intensity of competition 18%* (p-value = .01)
R? .53

Adj. R? S1

R? Change .53

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

Note: N =142; ***p< 10; **p< .01

Demographic variables were dummy coded.
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The regression model is statistically significant at .01 levels with R? of .53, indicating that
53% of the variance in need for achievement can be explained by the independent variables.
Hypothesis Hle 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 (f=-.12, p<.10). Therefore Hle 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 (f=.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 (f=.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) -.06

Nationality (Thailand = 1) -.15* (p-value = .04)
Level of education (secondary education = 1) 13%** (p-value = .06)
Predictable environment 59** (p-value = .00)
Intensity of competition .09

R? 39

Adj. R? 37

R? Change .39

F-value 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 R? 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 (B=-.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
(B=.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 (=.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 satisty 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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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.
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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
(Zulfigar, 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 4 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 [ 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 8™ 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 philosophys; 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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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 [ran.

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 144" out of 183 economies, while
Malaysia is ranked 18™. 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 = B0 + B1AGDPt + B2AEXPt + B3EXCt + p4DEVt + B5CABt + B6CFt
Where, FDI = foreign direct investment inflows into Malaysia (US $millions)
AGDP = change in real GDP — 2000 prices (RM millions)

AEXP = 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 = By + B1AGDP; + B,AEXP; + B3EXC; + BsDEV; + BsBOP;

Where,

FDI = foreign direct investment inflows into Iran (US$ millions)

AGDP = change in real GDP — 1990 prices (US$)

AEXP = Exports of Goods and Services (Annual % Change)

EXC = exchange rate (ratio)

DEV = General Government Final consumption expenditure (constant 1990 prices) (USS$)
BOP = Balance of Payments: Current Account (US$ 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 1, 2, 3,4, 5
Step 1: state null hypothesis and alternative hypothesis.
HO: B1=PB2=B3=p4=p5=0
H1: at least one of § #0
Step 2: a=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 0s,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| =1-1.716504644|= 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 o= 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 o= 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 a at 2, 71E-05

Consequently, our optimum model would look like:
FDI; = By + B1AGDP; + B,AEXP; + B;EXC; + B4DEV;

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
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Governme
Balance nt
of Rate of Change in | Expenditu
Exports Payments | Exchange | GDP res
Exports 1
Balance of 0.052120
Payments 416 1
0.028866 | 0.691084
Rate of Exchange | 817 489 1
0.455712 | 0.371603 | 0.465353
Change in GDP 904 585 35 1
Government 0.221047 | 0.682903 | 0.598451 | 0.264142
Expenditures 062 288 482 458 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

Rejection region S

2.62
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Test Result, Table 4 (Significance Test)

Coefficien | Standard Lower Upper

ts o Error £ Stat P-value 95% 9? é;
Intercept 951.20687 2;;'6562 2.5187105 (2)60818851 1730.6511 | 171.76261

56 43 41 03
Exports of
Goods and - -
Services 29233463 5.37203080 41‘47165046 8.3098951 6.4383325 (3).35916399
(Annual % 29 9
Change)
Balance of
Payments: 0.0001516 | 0.007000 | 0.0216631 | 0.982895 E) 0142960 0.0145993
Current 47 212 5 763 : 74

81
Account
Rate of
Exchange: 0.0238325 | 0.016690 | 1.4278897 | 0.166207 E) 0106154 0.0582806
Period 93 78 31 75 ) 69
83
Average
Change in 8.5769E- | 8.16427E | 1.0505404 | 0.303933 é 27333E- 2.54271E-
GDP 09 -09 05 45 0'9 08
General
Government
Elcr)liumption 6.47621E- | 2.56387E | 2.5259496 | 0.018548 | 1.18464E- | 1.17678E-
. 08 -08 39 803 08 07

Expenditures
(Constant
1990 Prices)

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- Standa Uppe Lowe | Upp
efficie |rd t Stat P Lower r " e
value | 95% 0 95.0 |950
nts Error 95% o o
0 0

955.45 | 316.29 | 3.02076 | 0.0057 | 1606.87 | 304.0 | 1606. | 304.

Intercept 3 52715 | 2221 44 5107 31 88 031
Exports of

Goods and

Services - - - -

(Annual % 29161 | 1.6369 | 1.78146 | 0.0869 | 6.28756 | 0.455 | 6.287 | 0.45
Change) 9 59013 | 5443 9 6081 194 57 5194
Rate of

Exchange: - -

Period 0.0239 | 0.0147 | 1.62732 | 0.1162 | 0.00637 | 0.054 | 0.006 | 0.05
Average 89 41486 | 169 08 1518 35 37 435

Change in 8.57E- | 7.9984 | 1.07197 | 0.2939 | 7.89893 | 2.5E- | 7.9E- | 2.5E
GDP 09 2E-09 | 8233 7 E-09 08 09 -08

General

Government
Final

Consumption
Expenditures
(Constant 6.5E- | 2.1775 |2.98678 | 0.0062 | 2.01913 | 1.1E- | 2.02 | 1.1E
1990 Prices) | 08 6E-08 | 4673 33 E-08 07 E-08 | -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)

Uppe
Stand Lowe Uppe r
Coeffic ard P- r r Lower 95.0
ients Error tStat value 95%  95% 95.0% %

993.52  315.1 3.152098 0.004 1641. 345.6 1641. 345.6
Intercept 6 95 854 056 42 33 42 33

Exports of

Goods and

Services - - - -

(Annual % 2.0082 1.404 1.429538 0.164 4.895 0.879 4.895 0.879
Change) 4 818 052 756 89 404 89 404

Rate of
Exchange: 0.0294 0.013 2.127112 0.043 0.000 0.057 0.000 0.057
Period Average 84 861 038 061 992 976 992 976

General

Government

Final

Consumption

Expenditures

(Constant 1990 6.87E- 2.16E 3.183106 0.003 2.43E 1.13E 2.43E- 1.13E
Prices) 08 -08 488 757 -08 -07 08 -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)

Uppe
Standa r
Coefficie rd P- Lowe Upper Lower 95.0
nts Error  tStat  value r95% 95% 95.0% %
1201.05 (2)26'64 4.190 3'8(1‘00 1790. 611.85 1790.2 611.8
Intercept 3388 1 25 5 5 55
Exports of
Goods and - - - -
Services 2.95464 ;'6878 1.750 3'20391 6.424 245148 6.4241 3'25414
(Annual % 3075 52 11 1
Change)
1.31002  7.73E- 1.693 0.102 -28E- 29E- -2.8E- 2.9E-
Change in GDP E-08 09 993 215 09 08 09 08
General
Government
(F:mr"l‘l iotion | 834866 192E- 4354 0.000 441E 123E- 441E- 1.23E
onsumpIon  E-08 08 52 185 -08 07 08 -07
Expenditures
(Constant 1990
Prices)

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)

Lowe Uppe
Stand Lowe Uppe r r
Coefficie ard P- r r 95.0 95.0
nts Error tStat value 95% 95% % %
1135.52 ;éé9 3.639 2'80011 1776. 4942 1776. 4942
Intercept 3175 67 82 28 82 28
Rate of
Exchange: 0.02436  0.015 1.588 0.1243 0.055 0.055
Period 8266 344 159 38 0007 gog 0007 g4
17 17
Average
Change in ]15._2009159 (7).912E— 241668 3.8673 1 3E- 113_50% 1 3E- _IOZSE
GDP 08 08
General
Government
f:m;‘l on  T79IBE- 2.14E- 3.644 00011 34E- 122 34E- 122E
onsumption 08 119 74 08  E-07 08  -07
Expenditures
(Constant
1990 Prices)
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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 9" 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 HEISs,

To focus on the use of cases in teaching and learning,

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 HEISs.

c o

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.

TOTAL USABLE
INSTITUTIONS gg&%ﬁ%l) QUESTIONNAIRE Q’AIRE
DISTRIBUTED 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 0 5 8 (57%) 1
(14)

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

LEVEL OF STUDENT CENTERED LEARNING
UNDERSTAN | (SCL)
DING
OF SCL (TOTAL HOURS PER WEEK)
INSTITUTION
Total .
time Project | Problem Case
1 2 3 ) based based o
using o o, based %
SCL ’
IPTA Is=20; Usable Q'aire= 71
TOTAL 6 22 |43 |269.49 90.63 90.38 88.48
AVERA
GE AND Z 33 20 3.8 0.34 0.34 0.33
% %o %o %o
IPTS | Is=20; Usable Q'aire = 14
TOTAL 2 5 7 38.9 19.5 8.5 10.9
AVERA
20 |30 |50
g/}oE AND % | v% | % 3.0 0.5 0.2 0.3
POL Is=30; Useable Q'aire
Y =97
TOTAL 15 |57 |25 |529.81 196.6 226.90 106.31
AVERA
GE AND 15 39 36 1191 0.37 0.43 0.20
% %o %o %o
COM Is=20; Useable Q’aire =
14
TOTAL |4 6 4 28 16 5 6
AVERA
GEAND (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.

USING CASES IN TEACHING
};? ING CASES USING CASES USING CASES
IN IN
S%T\IDS gg{l\;ﬁs DEPARTMENT’ | INSTITUTION’S
INSTITUTION (%) S COURSES PROGRAMMES
(1]
CURREN BY CURREN | BY CURREN BY
TLY 2015 TLY TLY 2015
(2012) (2012) 2015 | (2012)
IPTA | Is=20; Usable Q'aire= 71
TOTAL 10.7 30.7 |20.43 24.6 | 15.29 §1.0
ing(ZGE 16% 45% | 32% 44% | 27% 41%
IPTS E=20; Useable Q'aire =
TOTAL 2.4 3.7 2.7 3.8 3.6 4.6
‘:;gli/i‘GE 20% 31% | 23% 35% | 30% 38%
gOL 1s=30; Useable Q'aire =97
TOTAL 9.46 > 2 0> [ 949 o®
i;gRj/‘oGE 16% 2% | 18% 23% | 15% 25%
COM | Is=20; Useable Q’aire =14
TOTAL 0.5 145 |04 0.8 0.5 0.75
AVERAGE 6% 18% | 8% 16% | 10% 15%
AND %

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 Number of staff require
trainers in your training in your
Dept | Institution | Dept Institution
IPTA =I;1= 20; useable Q’aire
TOTAL 1613 | 4010 1569 3769
AVERAGE OR % 28.8 | 1055 28.02 101.9
-20- 'aire =
IPTS 11:1‘ 20; useable Q'aire
TOTAL 190 379 185 329
AVERAGE OR % 19.0 | 54.1 18.5 47.0
POLY 91\;=30; useable Q'aire =
TOTAL 1709 | 4251 1537 3643
AVERAGE OR % 29.0 [ 101.2 26.1 88.9
COM 11\I4=20; useable Q’aire =
TOTAL 28 16 5 6
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NO. INSTITUTION NEED FOR TRAINING IN USING &
WRITING CASES
Number of Number of staff require
trainers in your training in your
AVERAGE OR % 215 | 145 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

NUMBER OF STAFF CAPABLE OF
NO. | INSTITUTION TRAINING
the use of cases in | the writing of cases for
teaching in your training in your
Dept | Institution | Dept Institution
IPTA 71\11=20; useable Q’aire =
TOTAL 184 | 187 98 69
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AVERAGE OR % 27 139 1.5 1.6
IPTS N=20; Useable Q'aire =

14

TOTAL 13 33 12 31

AVERAGE OR % 1.2 33 1.1 3.1
POL N=30; Useable Q'aire =
Y 97

TOTAL 47 71 35 53

AVERAGE OR % 0.8 1.3 0.6 1.0
COM 11\I4=20; Useable Q’aire =

TOTAL 14 6 14 6

AVERAGE OR % 1.75 | 0.67 2.00 0.86

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 HEISs 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
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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.
Name of Institution
Respondent's a. high
profile l.e;t i Diploma; Adv Dip; Degree ;
qﬁa(;lgielo Masters ; PhD.
circle)
;r%‘f:)‘?er (please c. age (please <30: 31-<40:  41-<50: 51-,60;
Male/female circle) ~61
my appointment: Teacher  ( ): Lecture | Assoc prof (
Trainer () f 0) )
please select by Manager ( ); Researc | Proferssor (
putting an 'X' supervisor () her () |)
My teaching load total hours | ........... hour
(hours per week) per week S
The 'Students- level of hours using | ...........
centred Learning" understanding of 1 2 SCL per hours
(SCL) term SCL (circle 1=low, 3 week
2=medium or
3=high)
a.project | ..oiieiiiinn
based %
b.problem | ..............
based %
C. US€ CASES | «.euvnrnnnnnn.
%
6 | Using of cases in current by 2015
Teaching (2012)
% of time using cases IN MY | ..o.ovvvevnine | vevinniennenn.
course .. % %
% of time using cases IN MY | ....coovvvevnene | vevenninnnnn,
program (estimated) . % %
% of time using cases IN MY | ..o.ovvevevenn | vvevnennnn. %
institution(estimated) . %
7 | Training needs for | Myself yes / no number of
the use of cases: staff that
need the
training
academicstaff | | |l
. yes / no
in my program
academic staff yes/no | ...
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in my
Institution
Training needs for estimated
the writing of number of
cases.: Myself yes / no staff that
need the
training
academicstaff | | |
. yes / no
in my program
academicstaftf | | | .
in my yes / no
Institution
Available expertise staff
in my Institution staff available to
available to | train the
train the use | writing of
of cases cases
my Department | | (rr;umbe ) ..... (number
my Institution | | (rr;umbe ) ..... (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,

GDP Malaysia 2010
State Growth

(%) Entrepreneurship: Being an entrepreneur is not
Selangor 10.8 just a matter Qf owning a business. Rather, an
Pulau Pinang 10.0 entrepreneur is a person who has an attitude of

- taking risks and grabbing what is seen as the
Johor 9.3 impossible into something desirable through
Wilayah Persekutuan Kuala 92 opportunities. These transformations would later
Lumpur ' open up more opportunities for others to venture
Wilayah Persekutuan 6.0 (Curator, 2009). Besides these attitudes, an
Labuan ] entrepreneur also has been said as having the
Perak 5.7 desires for independence/autonomy, family
Melaka 56 security, self-fulfilment and growth, financial
Perlis 54 gain, as well as opportunity recognition (Chu et.
Negeri Sembilan 53 al; 2011). But the ultimate aim is to be their
: own boss, pursue their own ideas and pursue

Sarawak 4.5 financial rewards (Barringer & Ireland, 2012).
Pahang 4.5 Thus, in sum, entrepreneurship can be
Kedah 4.4 summarized as someone who takes risks in
Terengganu 4.3 transforming the impossible into emerging
Kelantan 41 market through opportunities that later set the
Sabah 24 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 19™ century, a motivated person will perform a task or
duty willingly as long as the desired goal achieved (Cherry, 2013).
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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:

i *x: annual sales turnover
Category 1;/Ilcr Small | Medium
. 5 51
5 20 Category | Micro | Small m
Services 5>x |[£x> |<x > —
19 50 250,00 (1)31\2111)11
5 20 Manufactur | 250,00 | < x> S
Agriculture | 5>x ?9); > ?()x > ing 0>x r110M1111o 25Milli
on
The National SME Development Council had Millio
decided that an establishment is classified as
e 200.00 200,000 | n
SME should one of the criteria in either Table Services 0>x, < x> <x>
1 or Table 2 was met. lMlHlon SMIHIO
n
Economic Performance in Kedah: With GDP Millio
growth of 4.4 per cent (4.4%) in the year 2010 200.000 | n
and the state of Kedah also shared the same Acriculture 200,00 - x; < g >
types of economic activities like other states. & 0>x IMillion | 3Millio
It had agriculture, mining and quarrying, n

manufacturing, construction, services and
import duties. The percentage distribution of these economic activities for the year 2010 is
illustrated in Table 4.
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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 [ Economic | Distribution

the year 2010 and manufacturing took more than Activities (%)

fifty per cent (50%) for the other portion of Kedah Services 557

economy. Comparing data and information -

between tables 2, 3 and 4, there was a linkage Mar%ufacturmg 31.2

between the SME definition and the concept of Agriculture 10.0

entrepreneurship in Kedah. Construction 2.7

Import Duties 0.3

Literature Review Mining & 0.1

Goh (2012) found the following factors that Quartying

. ; . . | Total 100.0
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:
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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:

Figure 1: Theoretical Framework Methodology

Motivation

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

Factors
Succesful

+ . Entrepreneurs business like retailing, wholesaling, service,
and others was employed. Data was obtained

Success 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)

Factors

Independent Dependent
Variables Variable

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: Entreprencurial Characteristies

Information Surveyed Frequency ?;r)centage
(1]

Gende | Female 31 51.7

r Male 29 48.3

Marita | Married 31 51.7

1 .

Status Single 29 48.3
3040 23 38.3

Age <30 19 31.7
> 40 18 30.0
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| Table 5: Entreprencurial Characteristies

Information Surveyed Frequency F;r)centage
0
Had some
graduated work or o 183
completed

graduate degree

Highes Attended college
¢ or completed 19 31.7

Educat college
ional | Attended high
Level | school or

completed high 10 16.7
school
Completed grade ] 133

school or less

* Total Number of Samples = 60

| Table 6: Enterprise Characteristics

. Freque | Percent
Information Surveyed ney age (%)
Establish
ed by you 29 48.3
Type of business ownership ];glrlnght 16 6.7
another
Inherited | 15 25.0
3105 g 46.7
years
5to 10
Age of business years 17 28.3
More
than 10 15 25.0
years
<10 43 71.7
Number of employees 10t0o20 | 13 21.7
> 20 4 6.7
Retailing | 18 30.0
Wholesal
) . 15 25.0
Type of business mg
Service 22 36.7
Others 5 8.3

* Total Number of Samples = 60
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Motivation Factors: Table 7 summarized the

Standa | mean score for motivation factors collected by
Motivation Mea | rd the research. The motivation factors were
Rank Factors n Deviati | ranked by the value of the mean.
on
I Toimcreasemy | 33 | 655
TCoE * Total Number of Samples = 60
2 ggsts’e My oWl 1430 |0.850
T 1 Success factors: Table 8 summarized the mean
3 do provelean | 395 11.126 score for factors contributing to business
oit success collected by the research. Similar to
Formy Table 7, the success factors were ranked by the
4 satisfaction and | 3.78 | 1.059 value of the mean. Should two (2) or more
growth : success factors share the same mean, the
5 To gamn PUth 365 |1.087 success factor with lower standard deviation
recognition will take the higher rank.
6 Tobecloserto |55 | 359
my family
To build a
7 business to pass | 3.39 | 1.287
on
8 Solwillhave 55, | 334
job security
9 Toprovide jobs | 5 55 | | 503
for my family
To be able to
jo | usemy past 3.07 | 1.247
experience &
training
Rank Motivation Factors | Mean Star}da.rd
Deviation
1 Hard work 425 0.628
Marketing factors
2 (sales & 4.18 0.792
promotions)
3 Good customer 417 | 0.668
service
4 Good productata |, 13 | 794
competitive price
5 Location 4.13 0.812
6 Good general 412 ]0.739
management skills
Charisma:
7 friendliness to 4.03 0.637
customers
8 Access to capital 4.02 0.813
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| Table 8: Mean Score For Success Factors |

Rank Motivation Factors | Mean Stal?da.rd
Deviation
9 Prev19us business 3.97 0.823
experience
10 Ability to manage 380 0.59
personnel
1 Support of families 373 0.880

and friends

Maintenance of
12 accurate record of 3.58 0.671
sales & expenses

Reputation for

13 honesty 3.58 0.850

14 Appropriate training | 3.53 0.892

15 Satisfactory 320 | 0.935
government support

16 Community 272 10.958
involvement

17 Political 238 |1.209
involvement

* 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:

Hp: Motivation factors and success factors does not influence in entrepreneur business

success;
H;: Motivation and success factors have an influence in the entrepreneurs business success

Table 9: Model Summai

. Standard
Model R R-Square Adjusted R- Error of
Square .
Estimate
1 0.293" 0.386 0.054 0.803

Predictors: (Constant), success factors, motivation factors

Table 10: ANOVA

Model

Sum of
Squares

df

Mean
Square

Sig.
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1 Regression 3.459 2 1.729 2.684 0.077°
Residual 36.725 57 0.644
Total 40.183 59

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

Table 11: Coefficients Summai

Unstandardized Standardized
Coefficients Coefficients
Model T Sig.
B Standard Beta
Error
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:

The level of knowledge in IT;
Experience with IT;

Awareness of the importance of IT;
How IT can help to make things better.

el e e

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, Y ahoo, 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 1) 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:
1. Categorizations of various factors into groups or categories
1i. 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:
1. 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
1. 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

I
v
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Strategic Planning II 111 Corporate Performance
-Mission Statement A X - Financial Perspective
-Trend analysis Strateglc Execution - Learning and Growth
-Competitor analysis - Plannlpg - Internal Business
-Long-term goals - Orgaplzmg Process
-Annual goals - Leadlng‘ - Customer Perspective
-Short term action plan p| - Controlling P (Norton & Kaplan, 1996)
- Ongoing evaluation (Pucko, 2008)
(Boyd, 1998)

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 I1: Organization placing strong emphasis on strategic planning will also place a
strong emphasis on strategy execution processes

Proportion 111: Effective strategic execution has a significant positive impact on
organizational performance

Proportion 1V: 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
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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.

o 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 | Items of questionnaire 0.911

5

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
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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

Gender Mean of Std Deviation | Std Error Mean
Total safety N safety
commitment commitment

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
95% Confidence
Sig. (2- | Mean Std. Error Interval of the
F Sig. |t df tailed) | Difference | Difference Difference
Lower Upper
Total Equal variances
commitment to  assumed 2.097 |.148 |-3.077 |708 .002 -2.23795 72727 -3.66581 | -.81009
safety
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

Page 128 of Volume 2




Occupational Safety Management: The Role of Safety Commitment

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 df Mean F Sig
squares Square
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

Dependent Variable: Total safety commitment

Tukey HSD
Mean 95% Confidence Interval
(l)years group (J) years group Difference (I-J) Std. Error Sig. Lower Bound | Upper Bound
less 5 years less 5 years
5to 10 years 3.34904 * .84234 .000 1.3707 5.3274
more than 10
2.41496 * .65230 .001 .8829 3.9470
years
5to 10 years less 5 years -3.34904 * .84234 .000 -5.3274 -1.3707
5to 10 years
more than 10
-.93408 .76761 444 -2.7369 .8688
years
more than 10 less 5 years -2.4149% * .65230 .001 -3.9470 -.8829
years 5to 10 years .93408 .76761 444 -.8688 2.7369
more than 10
years

*. The mean difference is significant at the .05 level.

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
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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 df Mean F Sig
squares Square
Between groups 0.84 2 0.423 0.007 10.993
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 RM 10 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 6 2.5
Between 21-25 48 20.3
Between 26-30 39 16.5
Between 31-35 40 16.9
Between 36-40 34 14.3
Between 41-45 26 11.0
Between 46-50 20 8.4
> 50 years old 24 10.1

Gender Male 124 52.3
Female 113 47.7

Ethnicity Malay 181 76.1
Chinese 41 17.2
Indian 10 4.2
Others 6 2.5

Marital Status Single 74 31.2
Married 151 63.7
Divorced 9 3.8
Single Parent 3 1.3

Number of Dependents None 76 32.9
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Demographics Categories Frequency %
1-2 persons 47 20.3
3-4 persons 68 294
> 5 persons 40 17.3
Academic Secondary school and below 103 43.3
Achievement Certificate and Diploma 86 36.1
Bachelor’s Degree 44 18.5
Master’s Degree 5 2.1
Place of Residence Major Cities 44 18.6
(Locality) Small town 51 21.5
Urban area 119 50.2
Rural area 23 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 1 -5 years 152 67.8

Selling 6 - 10 years 59 26.4
11 - 15 years 7 3.0
16 - 20 years 5 2.2
21 - 25 years 1 0.4

Spouse Involvement in Direct Yes 73 31.3

Selling No 123 52.8
Not Applicable 37 15.9
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Demographics Categories Frequency %

Number of Direct Selling One 121 513

Membership Two 54 229
Three 27 114
Four 15 6.4
>5 19 8.1

Involvement in Direct Selling  Full-time 65 273
Part-time 173 72.7

Minimum Income 0 3 1.4
1-100 42 19.3
101 — 500 72 35.5
501 — 1000 47 21.5
1001 — 10,000 48 22.1
10,001- 35000 4 2.0
Mean — RM 1473.00
SD — RM 3789.00

Maximum Income 1-100 10 4.7
101 - 500 43 19.7
501 — 1000 42 19.2
1001 — 10,000 114 52.3
10,001- 75000 11 5.4
Mean — RM 3768.50
SD — RM 8220.50

Number of Downlines None 4 2.2
1-50 140 74.9
51 -100 22 11.7
101 - 500 15 7.9
501 — 1000 4 2.1
> 1000 2 1.0
Mean — 87 members
SD — 282 members

Gender of Immediate Upline Male 133 58.3
Female 95 41.7

Company Website Yes 166 70.0
No 71 30.08

Conduct Sales Activity Via Yes 33 13.9

Website No 162 68.1
Sometimes 43 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.

Page 140 of Volume 2



Profiling Of Direct Selling Business and Salespeople In Malaysia

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 31 13.2
Multilevel 184 78.6
Others 19 8.1
Years of Company 1 —10 years 138 72.8
Operation in Malaysia 11 — 20 years 33 17.4
21 —30 years 11 5.7
31 —40 years 2 1.0
41 — 50 years 3 1.6
> 50 years 3 1.5
Types of Product Wellness 177 74.4
Cosmetic and personal care 139 58.4
Food and drink 82 34.5
Household 52 21.8
Fashion and other related products 42 17.6
Jewelry 33 13.9
Utilities 26 10.9
Home improvement 17 7.1
Financial Service 16 6.7
Leisure/ Educational products 10 4.2
Others 15 6.2
Company Ownership Totally Bumiputera 91 38.2
Totally non-Bumiputera 48 20.2
Totally foreigners 17 7.1
Bumiputera and non-bumiputera 48 20.2
Bumiputera and foreigner 3 1.3
Non-bumiputera and foreigner 2 0.8
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Non-bumiputera, bumiputera and 29 12.2
foreigner
Foreign Branches Yes 107 45.7
No 127 543
Compensation Systems Salary only 9 3.8
Commission only 25 10.6
Incentives only 54 23.0
Salary plus commission 19 8.1
Commission and bonus 51 21.7
Commission, incentives and bonus 76 31.9
Other combinations 2 0.9
Total Numbers of Company 1 — 100 43 25.1
Membership 101 — 1000 15 8.8
1001 - 10,000 42 24.6
10,001 — 100,000 60 37.7
100,001 — 1,000,000 9 53
> 1,000,000 4 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 129 55.1
Working culture 120 51.3
Information Technology 109 46.6
Leadership 106 44.5
Marketing structure I (Single- to 72 30.8
Multilevel) 49 20.9
Production Technology 45 19.2
Marketing structure II (Multi- to Single 7 2.9
level) 5 2.1
Product line
Others

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 I'T 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

An edge over

Prahalad & Hamel The firm's ability that competitors in the
o has a market and / or .
Competitive (1990); Barney . field of financial
. feature financial
advantage (1991); Teece, Pisano . C performance,
relative distinguished .
& Shuen (1997) from ; . growth in sales and
rom 1ts competitors .
profitability
Adaptive IT
capability to be a top
resource system The ability of
indicating to the information
ability of information  technology to
Teece et al (1997); technology to allow improve
Adaptive IT Pavlou & ElSawy firms to merge organizational
capability (2006); Wang & continued for building competencies for
Ahmed (2007) and configuring adapting quickly
internal and external ~ with new products,
competencies to deal  markets or
with the customers
environmental
changes
The ability to build ~ Soon S
Byrd, Lewis & Turner information business p
IT (2004); Ravichandran technology- business
) § departments, and to
management & Lertwongsatien, partnerships for the .
. obtain the best the
(2005) levels of strategic and .
. attention of
operational
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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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.

H3
H1 H2 \ 4
IT management Adaptive IT Competitive
> capability > Advantage
- Firm Performance

Figure 1: The Conceptual 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

Adaptive IT Competitive

IT management capability  Advantage

IT management Pearson Correlation 1 696" 8647
Sig. (2-tailed) .000 .000
N 117 117
Adaptive IT Pearson Correlation 1 541
capability Sig. (2-tailed) .000
N 117
Competitive Pearson Correlation 1
Advantage 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 I'T 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  Std. Error of
R Square  the Estimate
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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 Standardized

Coefficients Coefficients P

1 B Std-  peta
Error

Out Source:
Adaptive IT F (1,115)
capability
Predictor: 0.00
IT management 108.280 0.721 0.069 0.696 10.406 0'
capability

a dependent Variable: adaptive IT capability
Note: R?=0.485, Adj. R*=0.480, ** p< 0.01

The two variables have a positive and strong relationship; R* = 0.485, Adj.R* = 0.480, and F
(1,115) = 108.280, P< 0.01. This R* 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
Adjusted  Std. Error of

Model R R Square R Square the Estimate
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 Standardized

Coefficients Coefficients P
Std.
2 B Beta
Error
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: R*=0.293, Adj. R*=0.287, ** p< 0.01

The two variables have a positive and strong relationship; R*=10.293, Adj.R2 =0.287,and F
(1,115) = 47.648, P< 0.01. This R* 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
Adjusted  Std. Error of

Model - R R Square R Square  the Estimate

3 0.864 (a) 0.746 0.742 0.22345 167.850
a Predictors: (Constant), I'T management and adaptive I'T capability as mediating
Table (8) Measuring the degree of influence of Competitive Advantage and IT
management and adaptive IT capability as mediating

Model Unstandardized Standardized

Coefficients Coefficients P

3 B Std. Beta
Error

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: R*= 0.746, Adj. R*=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.

Objectivel: To examine, the positively related between IT management and adaptive IT
capability.

The study shows that there is a strong positive relationship between I'T 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 I'T management to create
competitive advantage, when adaptive I'T 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 I'T 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 guo-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
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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 ('gofong 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.

PLKN

Physical Training Module

»| ENTREPRENEURIAL SPIRIT

National Building Module

Character Building Module

Community Service Module

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
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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 2143
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. RM4001-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; R? = 0.936, Adj. R>=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 D

Outcome:
Entrepreneurial
Spirit 2190.906

Predictor:

Physical

Training

Module 1.048 0.022 0.967 0.0001**
46.807

Note: R =0.94, Adj. R*=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; R> = 0.857, Adj. R? =
0.856, and F (1,159) = 953.264, p < 0.01. This R? 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@,159) B SE B Beta T P

Outcome:

Entrepreneurial

Spirit 953.264

Predictor:

Nation

Building

module 0.955 0.031 0.926 30.875 0.0001**

Note: R? = 0.86, Adj. R? = 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; R*=0.115, Adj. R?=10.110, and F (1,151) = 19.715, p < 0.01. This R? 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 19.715

Predictor:

Character 0.290 0.065 0.340 4440  0.0001**
Building

Module

Note: R*=0.12, Adj. R*2=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. R>=0.205, and F
(1,159) =42.316, p < 0.01. This R*> 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@,159) B SE B Beta T P

Outcome:

Entrepreneurial ~ 42.316

Spirit

Predictor:

Community 0.294 0.045 0.458 6.505 0.0001**
Service

Module

Note: R? = 0.46, Adj. R*=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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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 & Holtbriigge, 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

3,292 articles retrieved
from databases
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1
‘ 1
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A 4
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raw systematic review
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could not be accessed :
<
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: 13 articles excluded after full-text 1 ¢
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1 1 article excluded because in

1

1 .
f———P» German although abstract was in :
! English I

4 articles added from thematic

issue of International Business —b

Review
h 4

40 articles finally included in
the systematic review

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
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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
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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
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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

Page 176 of Volume 2



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

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.

J 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.

J 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.

o 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-
a-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 & Ozbas,
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 stud