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HUMAN RESOURCE MANAGEMENT REFORMS DURING THE
FINANCIAL CRISIS: THE CASE OF THE GREEK PUBLIC

SECTOR.

Dr. Evangelia Fragouli (University of Dundee, UK)
loannis Christoforidis (MBA, Hellenic Open University)

Abstract

The financial crisis of 2008, highlighted the importancéloman Resource Management (HRM) in the
Greek public sector. The Greek Public Administration dugheo large deficits has limited available
resources and its services must improve in order to contriibigeonomic development. The present
study was conducted in order to investigate how public employeesiyeHRM and its reform and
whether demographic differences affect employees' beliefslly a first approach to the concept of
HRM and its key features is presented. The current refamoh the role of the financial crisis are
thoroughly analyzed in comparison to similar efforts ineotcountries.The second part of the study
includes an empirical research, the way public emplopeeseive HRM and its reform is explored.
Primary data were collected from a random sample of cMdDservants. The findings suggest that
employees believe that the reform is necessary. Howbegr believe that the implemented reform
lacks strategy, is not intended to improve services thist arisis driven and aims to reduce costs.

Keywords: Human,ResourceManagementpublic, sectorreforms, public, administration, financial
crisis.

1-INTRODUCTION
1.1 Theoretical Background

The financial crisis that began in 2008 has exposed bothrtletusal and operational issues the Greek
public sector is facing. The necessity of changing and rafgrithe way the Greek public sector is
organized and operates nowadays, during the financiad thist is, is more obvious than ever. Many
developed countries have tried during the past decades tébatntio the development of economy
and society through reforms of the public sector. However padministration reforms in Greece
remained timid, incomplete and had never been a maire ie$ the political agenda (Ministry of
Administrative Reform & e- Governance, 2011).

1
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Since the past reform programs have failed in modernizingptli#ic administration, Greece is
obligated due to memoranda to reform public sector's managemanshort period. This gains more
importance considering the large budget deficits that nede tealt fast and efficiently by reducing
expenses. The limited implementation period and the \alyenme of the needed reforms are issues of
detrimental importance that result to reactions and igal@ons within the administrative and the
political system as well as to external stakeholdelisistry of Administrative Reform & e-Governance,
2011).
Human Resource Management (HRM) is called to play aiarogle in the public administration.
However, due to the budget cuts the available resouredgrated while the offered services have to
be improved and contribute to economic development. Thus, tldeforepublic sector's HRM to be
reformed is both crucial and urgent in order for the puldimiaistration to operate effectively and
within the limited budgets. Austerity measures pose majallenges for HRM not only in terms of
recruitment, compensation and service provision, but algelation to job security and workforce
morale (Burke et al, 2013).
There are three main reasons for focusing on HRM in pubttorséBurke et al, 2013):

The lack of attention given to the public sector contexttéenHRM literature.

The importance of public sector services and the role of huesurces in delivering these
services.

The level of public investment in civil services and teedto maximize this investment.

1.2Aims and Objectives

The aim of the thesis is to examine the HRM reformgh@éGreek public sector. The army, the police
and the fire department were excluded by many of the ongdRl reforms; therefore these services
were not included in the study.

More specifically the following topics are being reviewed arplored:

HRM in the public sector and its importance.
Challenges in HRM due to financial crisis.
The current HRM reform programs.

As to the best of the researcheknowledge there are no studies regarding the way emplayebs
Greek public sector perceive HRM reforms. This study daumies by offering an insight of public
employees beliefs about HRM reforms.

The study aims to investigate the way employees per¢#RM and its reform and whether there are
different perceptions among employees deriving from demogatifferences (education, working
experience, duties). More particularly the survey asused on the HRM issues that are in the
reforming process, the main research questions are:

What are the main problems public employees face?
2
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Whether public employees believe that HRM reforms are sapgs
What should be the priorities of the HRM reform?

How do the public employees evaluate the implemented HRNm&fo
Furthermore, since the implementation of reforms is prsgrgsvery slowly, the reasons causing the
reform delay are being investigated.

1.3 Methodology

The methodology used in the present thesis is based on arncahgiirdy and it follows a deductive
approach. This methodology is more appropriate in order to ina&stmublic employeesviews
about HRM reforms and whether any variation in peroegtderives from demographic differences.
The data in the present study are collected from quesii@snanswered by a random sample of 130
public employees. Public employees were invited to paatieipin the survey via internet by
completing an online questionnaire, in order to secure

that employees of the excluded categories (army, pdifeedepartment) would not participate in the
survey it was stated in the beginning of the questionnairethibgt were excluded.

1.4 4 Structure of the Research

The thesis is consisted by nine parts. The first pamtisductory; it refers to the necessity of the
research, its purpose and the methodology that is being uses.tviRatb four is a literature review;
theoretical background is presented as well as the chedletigit the Greek public sector HRM is
facing due the financial crisis and the way HRM haenbesformed internationally. Specifically, in
the second part HRM as a term is reviewed as wetsamplementation in the public sector. In the
third part HRM reforms in the Greek public sector is reeiévalong with the financial crisis and its
impact in the Greek public sector and especially in HRMe international experience is presented in
part four.

Part five presents the research methodology. In the faitphree parts the data of the survey are
statistical analyzed both descriptively and inferentiallywell as interpreted. At the end, in the ninth
part conclusions and limitations are synopsized.

2 - HUMAN RESOURCE MANAGEMENT IN THE PUBLIC SECTOR

2.1 A first approach on Human Resource Management
2.1.1Defining Human Resource Management
Human Resource Management is defined as a strategicodiedent approach to the management of

3
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

an organizatiors most valued assets; the people working there who indliydaad collectively
contribute to the achievement of its objectives (Armstr@0§6). Economists traditionally have seen
HRM as a necessary expense, and not as a source that agdsovatganizations. However research
has shown that HRM practices can be valuable (Noe et al, ZlHid Yerm of HRM implies that for an
organization, employees are resources, as a type of reduun@n capital refers to the knowledge,
skills and abilities embedded in employees (Dessler, 2014).

HRM has originated from personnel management by incorpgratanagement theories (Nankervis et
al, 2011). Until 1970's personnel management was seerdeas amportant function with a very small
contribution to the success of the organization. It wagntintil the 1980's when HRM was elevated
to the same level of importance as the other major furadtiareas of operation of an organization
(Mihiotis, 2004).

A debate about the differences and the similaritiédEn HRM and personnel management went on.
Armstrong (1987) considered HRM a replacement of the termsopeel management while
commentators such as Guest (1987) and Storey (1995), found HRMddferent model built on
unitary, individualism, high commitment and strategic alignin€hey further noted that HRM is more
holistic than traditional personnel management and tieahthasizes that people should be regarded as
assets rather than variable costs (as cited in Aomgtand Taylor, 2014).

The similarities between HRM and personnel manageraemt summarized in table 2.1 and the
differences in table 2.2 (Appendix ).

2.1.2Major tasks and functions of HRM

Human resources as mentioned earlier are one of the wvahstd assets for an organization.
Therefore, HRM as an administrative operation is ighhmportance. HRM plays a central role in
molding workforce into a motivated and committed team

(Mihiotis, 2004) and it is concerned with all aspects of Ip@eple are employed and managed in
organizations (Armstrong and Taylor, 2014).

HRM is concerned to resolve, among others issuedotloaving key queries (Nankervis et al, 2011):
What quantity and quality of employees will be required now anthé foreseeable future
to satisfy or exceed organizational objectives?

Which strategies will be most effective in attractamgd choosing employees into the
organization?
How can employees be productive, satisfied and motivated?

What methods are appropriate to maintain effective tioeships between
employees?

Which strategies are required to ensure that all HRites$ are linked and accountable?
What systems are suitable for administering and evalu#iegoverall HR function?

4
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The functional areas that constitute an HR program and cometributhe resolution of these issues
include: (Nankervis et al, 2011; Armstrong and Taylor, 2@e&sler, 2014; Noe et al, 2011):
Work and job analysis.

Recruitment and selection.

Employee and management training and development.
Performance and quality management.
Compensations and benefits.

Employee relations.

Employee well-being.

Human resource policy.

Occupational health and safety.

Law compliance.

Human resource planning.

2.2 Implementing HRM in Public Sector
2.2.1Differences of public and private sector HRM

Commentators have long argued that HRM in the contexthefpublic sector differs importantly
from that of the private sector (Boyne et al., 1999). Tleea number of differences between the
public and the private sector, thus it seems logical tleattichl HRM methods should not be used in
both sectors. These differences can be summarized as follows
Private companies aim to obtain high profits while publganizations aim to serve civilians.
Private companies have more flexibility while public seetmployees have to cope with
bureaucratic procedures.
Public organizations face a variety of stakeholdeesch of whom places
demands and constraints (Boyne, 2002).
Political constraints result in frequent changes in paieg the imposition of short
time-horizons (Boyne, 2002).
Public organizations typically have few rivals, if ariyali, for the provision of their services,
thus there is absence of competitive pressures (Boyne, 2002).
In addition, public sector HRM has been associated with aspiration towards being a “model
employer” setting an example for private sector. Thus, itieSvof public sector HRM were
traditionally focused more on high levels of job securiglay increments, promotion based on
seniority rather on managing for performance (Morgan andgithn, 2002).

5
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When New Public Management (NPM) emerged during the 5980e traditional approach of public
sector HRM came under attack for undermining organizatiogdibipnance and for demoralizing staff
who were not sufficiently rewarded or recognized for their douion (Truss, 2008). In parallel with
the general evolution from public administration to NPMreheas a similar evolution from a mere
personnel administration to HRM (Nelen and Hondeghem, 2000).

2.2.2New Public Management as a starting point of HRM reforms

According to Pollitt and Bouckaert (2011) New Public Mamaget is a general theory that the public
sector can be improved by the importation of business concégthniques and values. Bach and
Bordogna (2011) have stressed out that NPM's main

goal is to reverse the traditional approach of public memegt by reducing the differences between
the public and the private sectors, and by shifting the engplfiesn process accountability towards
accountability for results. Central features and pracot@®#M, regarding HRM include (Pollitt and
Bouckaert, 2011):

A greater emphasis on performance.

A preference for lean, flat and small organizational ®awer large forms.
Performance-related pay.
Outsourcing, contracting out.

The introduction of NPM opened the possibility of managrsdevelop sophisticated HRM
techniques such as performance measurement, devol@iteutiwority and decentralization. Therefore,
NPM principles allowed a more flexible and responsive amirdo processes of recruitment, selection,
retention, training and development of public sector emp®{Beown, 2004). Although each country
pursuing NPM reforms has followed its own path drawing on its enauiture and history, several
common HRM trends have emerged (Waxin and Baterman, .2009)

2.2.3Different approaches of HRM in public sector.

According to an OECD report (2004) three general approachgarding HRM, are being used in its
member countries (Waxin and Baterman, 2009; Hammerschmid 20@F):

Career-based systems are career oriented. Employeespaeted to retain their job for their
entire working life. Initial entry is based mainly onademic credentials and examination.
Group cohesion and cooperation is promoted rather on indiypeuiirmance.
Position-based systems are job oriented. Candidate®lactesl for each position and high
mobility across private and public sector is encouraged.

Reform trends have shown that pure career or position Ipasdels do not exist; the OECD

6
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report indentified a third hybrid model department-basedesys These systems give
responsibilities for HRM policies and practices to the tmaistries.

The delegation and individualization approaches to HRtipesgcin governments of OECD countries
are presented in figure 2.1. Individualization refers to dagree to which management rules and
practices vary according to the needs of specific

departments and less according to the idea of a unified seD&legation levels are measured by
decision-making power indicating the autonomy and flexibility of hm@nagers in identifying staffing
needs, recruiting, and managing people.

Whether a public administration is characterized by aetawr position based HR system has a crucial
impact on its reform agenda. Position based public adnatisis emphasize in modernization topics,
especially HR decentralization and private sector involvémaonreover performance management
plays a much higher role in these countries. On the egntrareer based public administrations tend
to operate with the traditional bureaucratic-hierarchicalstem of public administration
(Hammerschmid et al., 2007).

Figure 2.1: Delegation and individualization approaches to HRpractices in central
governments of OECD countries

Position-based systems

High

Sweden,
New Zegland, Australia,
UK, US, Germany,
Denmart, Swiizerland
Department-based systems
Belgium, Portugal,

Netherlands, Italy, Mexico

ation of HRM practices

Czech Republic

Career-based systems

Luxembourg, Greece,

Japan, France, Spain

Degree of individualiz

Low
-

Low Degree of delegation of HRM practices High

Source: OECD,2004 as cited in Waxin and Baterman, 2009 (p. 43 RBdyre
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2.3 Conclusion

The importance of HRM in the private sector increaseaduglly since the 1980's; personnel
management reoriented its functions to a more tegica approach by

incorporating management theories. This shift from traditiggersonnel management to HRM was
introduced in the public sector by NPM reforms. However NEefdrms among countries ranged from
radical, towards private sector HRM concepts, to more ceaibes.

Public administration is not organized in the same way amoogtries. Different historical traditions
as well as different HR systems have a consideraipadt on the reform programs; however there are
similarities between more related public administratioctase (Hammerschmid et al., 2007). Apart
from the differentiation deriving from cultural and tradi@ factors, modernization paths are
affected by timing. Kim and Hong (2006, as cited in Waxin aateBnan, 2009) suggested that an
HRM reform model should take into account apart from politigad cultural factors the economic
development stages. They argued that HRM reforms shoutdastathe basis of current needs; HRM
should be developed and adjusted gradually to meet the meguite of the day rather than adopting a
blueprint model drawn from a notion of international beatfice. This point of view may explain the
wide variation of reforms among countries. Therefore, casitsuch as Greece are facing HRM
challenges during the crisis period that other countries hlieady dealt.

3 - HUMAN RESOURSE MANAGEMENT IN THE GREEK PUBLIC SECTOR AND THE
PRESENCE OF CRISIS

3.1A Review of HRM in the Greek Public Sector
3.1.1The foundation of the Greek Public Administration andintgations

The organization of the Greek state was conceived in 1880 ¢éhe lines of the Napoleonic model. In
terms of formal structures, this included (Spanou, 2008;dlarlk.org, 2000):
A system of administrative law, involving the strong digiveness between public and
private sector.
A high centralized state structure.

A career civil service.

Due to Greece's social and environmental specifics, treekGformal structures never met the
efficiency and prestige of the French prototype. Two wieeemain differentiation of the Greek Public
Administration; there is an important gap between forama informal aspects of institutional operation
and political patronage (Spanou, 2008). These two diffetgonis resulted to political centralization
and interference.

The Greek Public Administration was characterized asalbgratic, inflexible and inefficient that

needed urgent and radical changes. Therefore, although one assilone that NPM ideas would

8
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have been implemented, Greece has never proceededMaeéiBtms (Sotirakou T. and Zeppou M.,
2005).

3.1.2Greece’s lost chance for New Public Management reforms

Governments across Europe started implementing NPM refaraisly during 1980s in order to
reduce deficits. The priorities in Greece during 198@ere different; in 1981 the newly elected
Andreas Papandreou administration, had a different ag&agmndreows administration represented
two major changes (Spanou, 2008):
First, it ended the monopoly of right wing governments sineeetid of the Second World
War.

Second, it was the first test for the consolidationeshdcracy after the seven years of
dictatorship (1967-1974).
Greek society had high hopes for a modern democracy facwlicse to create a welfare state. At that
time state operations among Europe were shrinking. Greectherother hand, had its chance to
develop social welfare state. Fiscal pressure was not iyelcas a reform motive, thus public
expenditure rose and no NPM reforms initiatives werernak
However, Greece was not the only country that increasecpubéc sector. In the same period
(1982-2002), countries such Portugal and Spain increased their spdedatg (Spanou, 2008). This
shouldnt come as a surprise since all three countries suffereldssituations the previous decades
(civil war, dictatorship).
The above mentioned facts by no means don't mean that ref@araset introduced in this period of
time. On the contrary many reforms were implementedainous aspects of public administration and
first and foremost human resource issues (Spanou, 2008).

3.1.3Past efforts to reform Greek public sector HRM

Public servants are protected under the Constitution okd8rdArticle 103) which guarantees
permanent employment. Until at least the mid 1990's the relgarding the HRM were clientelistic,
opaque and arbitrary. The high levels of unemployment thed political system to continuously
increase the number of civil employees, with little attento the match between the recruigsofiles
and the administratios needs (OECD, 2011). Employees were not encouraged to mavia Wit
public sector; therefore the development of new parts of thengtration translated into a net
increase of the public employment. As a result the civilise ended up over- staffed and inefficient
(OECD, 2011). Thus, Greek public sector HRM could be chexiaet as a centralized career based
model that is organised along unified rules (Spanou, 2008; QEQCI).

The majority of the past reforms were regarding, thetmsgstem (recruitment, appraisal, promotion)
and hierarchy. Hierarchy was the most reluctant aresstings the evolution that most European
countries underwent during the past century, due to clismednd patronage (Spanou, 2008). Apart

9
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from reforms regarding the merit system an effort wadama reforming training of civil servants.

The main reform regarding recruitment was the estabéshrof the Supreme Council for Civil
Personnel Selection (ASEP) in 1994 (Law 2190/1994). ASEP wasduted as a formal
recruitment system in order to oversee the recruitmedeps and make sure that the recruitment
processes were impartial and transparent, minimizingntelism. The ASEP reform can be
considered a success (OECD, 2011). Its main disadvantage tlve centralization of the
recruitment procedure that caused slowness, legalismigadityr(Spanou, 2008).
However reality has proven that ASEP is the only way for @reek Administration to guard
transparency. A typical example of the lack of credibiigy the way the political personnel
bypassed ASEP by recruiting temporary employees with lessafqorocedures, who ended up
reclaiming and gaining their incorporation into the permapabtic workforce. Thus, decentralized
recruitment could not be an alternative for Greece in oaderake public employment more flexible
and adaptive to new conditions (Spanou, 2008).
Concerning appraisal, hierarchies and promotions in the pregtensies (1980- 2007), civil service
has witnessed numerous changes and revisions of the ciwidesecode that resulted to a confusing
framework. The frequency of the changes gave the @wic little time to digest them, but it also
caused employees suspicions for the motives behind the feemse
The frequency of changes and the multiple legislation daygathe implemented reforms about the
merit system and hierarchy are summarized in tablearfl 3.2.

Table 3.1: Hierarchy reforms in Greek Public Sector HRM

Year Reforms Legislation
1982 | Abolishment of general directorates of the ministiies. | Law 1232/1982
was constitutionally impossible to dismiss the holders |of

thest position: and thus they were replace by political
1986 Change of the grade system to ,flattererarchy. Law 1586/1996

A three-year renewable term was introduced for

1990 Reestablishment of general positions, without howevelaw 1892/1990
abolishing the political positions that had replaced

199« Three-veal terms were re-introduced Law 2190/199.
199¢ | Reuvisior of Civil Service Code adontincthe"stable' Law 2683/199
200¢< Three-veal terms were re-introducecance again Law 3260/200.

On total within 25 veartthe hierarch' wa< amende 5 times
Source: Adopted from Spanou, 2013; Aspridis, 2012 and dee.gr

Table 3.2 Appraisal - promotion reforms in Greek Public Setor HRM

Year Amendments Legislation
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1984 | For the first the criteria for employee appraisal were set Presidential
Professional capacity and interest; quality and quanttativiecree

performance initiative; administrativi capacity 581/198:-
1991 Measurement of results was meant to be related to Law 1943/1991

employee appraisal; however the law was not really and

1992 Promotion procedures were amended. Law 2085/11994
1994 Promotion procedures were amended. Law 2190/1994
1999 Promotion procedures were amended. Law 2683/1999
2004 Introduction of management by objectives. Law 3230/2004
2004 Introduction of performance indicators and Law 3260/2004

2007 PromotiZ)rT procedur;s \;vere ameaded. Law 3528/R007

On total within 25 vear: 8 amendmen were made¢ reaardincthe meril svstem
Source: Adopted from Spanou, 2013; Aspridis, 2012 and dee.gr

Although performance indicators and measurements were uicgddn 2004, up until present time
the appraisal system is based on certain assessmeriaiciiticluding the knowledge of work topics,
administrative capacity, effectiveness, appropriatenesdebiaviour, interest and creativity as
described in Presidential Decree 318/1992 without the use ofainicand measurement (OECD,
2011).

In terms of human resources development and training; #jer meform was the establishment of
the National Centre of Public Administration and Local &oament (EKDDA) in 1983.

One of its units is the National School of Public Administra(ESDDA). ESDDA is in charge of

pre-entry training for high level cadres for the civil segy who are incorporated into the normal
career system upon graduation (similar to the French)ENKe second unit of the centre is the
Institute for In-service Training (INEP), which ensures surdus professional training (OECD,

2011; Spanou, 2008; ekdd.gr, 2015). ESDDA's mission was to praviddministrative elite (senior

civil service); however strong resistance from within ¢hal service as well as the lack of political
support undermined the emergence of an administratiee(8fpanou, 2014).

3.2 The Financial Crisis and the shift in the Reform Ageda

3.2.1.1 Crisis as a critical juncture

According to Boin et al. (2009) crisis is defined asnéseor developments widely perceived by
members of relevant communities to constitute urgeefthrto core community values and structures.
The worldwide financial crisis that spread across Europ20@9 most certainly constitutes urgent
threats to core community values and structures.

Crisis struck Greece while it was heavily indebted asdariedibility toward lenders was very low.
The country was vulnerable to speculations, thus raising funads tlie capital markets was not a
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choice. Greece in order to avoid bankruptcy sought finanssgtance from the European Union (EU).
In March of 2010, the leaders of the Eurozone createdaadial aid mechanism that involved the
participation of the International Monetary Fund (IMF) andrdzone countries through a set of
bilateral agreements (Ladi, 2013).

The Memorandum of Economic and Financial Policies (MEFP) Spdcific Economic Policy
Conditionality (SEPC) were signed in May 2010. These weltewied by two additional Memoranda
in 2012 and 2015. The Memoranda, as well as their subsequemdeents, included among other
reforms administrative reforms (imf.org, 2016). Similaermbranda were signed with Ireland in
December 2010 and with Portugal in May 2011. The Irish Mendaranhardly mentions public
administration reforms while the Portuguese Memorandum ushniess aggressive in the public
administration reforms prescribed (Ladi, 2013).

The crisis conditions as well as obligations deriving frdtm Memoranda presented a “critical
juncture" for a "big bang approach" to reform (Spanou, 2015).c@lritinctures refer to historical
moments, such as the current economic crisis, that &awajor and lasting impact upon countries.
(Ladi, 2013). Similar junctures were presented to the IGAgkministration in the past. In 1981, when
Greece became a full member of the European Community @E@glaas in 2001 with Greece's entry
in the European Monetary Union (EMU) (Ladi, 2013). HowevereGgewas not able to seize the
opportunity towards Europeanization.

3.2.2.2 Reforming Greek public sector HRM during tough times

The management of human resources in conditions of caists drastic reduction of public
expenditures constitutes one of the greatest challengeisef Greek Public Administration. On the one
hand given the sovereign debt crisis public expenditures

have to be reduced. On the other hand services haveitopbeved and boost the economy.
The high payroll cost of Greek public employees, which acegrth OECD (2012) was 13,60% of
GDP in 2009 compared with just 11% on average of the OECD rasjnvas one of the first goals of
the reforms. The aim of the Economic Adjustment Programmaesto reduce the Greek public wage
bill to around 9-10 percent of GDP in 2015 (loannou, 2013). In ¢odensure the implementation of
these wide-ranging reforms strict monitoring from the stedallroika (EU, ECB & IMF) was
imposed.
Greece was compelled to proceed to austerity measgasliregy the reduction of wage bill and the
number of employees paid from the state budget as wélleamodernization of the appraisal system.
Furthermore due to the fact that external stakeholdemigmgpposition groups) framed civil servants
as the main cause of the budget deficits, initiativeardigg the harmonization of public and private
sector employment were taken.

Rationalization of the workforce and mobility
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The lack of organization of the Greek Public Administratias at that extend that information about
the exact number of employees was not available. Publicogees were obligated (Law 3845/2010)
to state their employment status via internet (cersughat administration would collect the necessary
data in order to set the reform programs. Thus, the GreelcFAdbinistration managed, with a delay
of many decades, to establish its human resource database.

Dismissals could not take place due to the constitutionalpramteed tenure (Article 103) as well as
to avoid having to pay redundancy indemnities. In 2011, in omereduce public sector jobs, the
government legislated the so-called labour reserve (Law 398®24). The labour reserve was
adopted for 30.000 public servants (Ladi, 2013), those aged 53iim@3wyears of service were put
into a labour reserve for a maximum of two years during wtiiely were paid at 60% of their salary.
Furthermore dismissals took the form of obligatory retiresjemiblic employees aged 55 with 35
years of service were placed automatically in reteet. Many resigned on their own initiative
because they were afraid that their pension would latecabmulated on a lower salary base. Thus,
around 10.000 public employees were

directly or indirectly pushed to the exit (Spanou, 2015). OBCiBview (2011) had already
highlighted that the Greek Administration had a faidid and rapidly ageing workforce, thus
measurements as the above were legitimized.

The corresponding vacant positions were abolished and it wasvéallby a strict replacement staff
rule, for every five retirements one recruitment, white 2011 it was one recruit for every ten
retirements.

In 2012, what was initially known as the labour reserve has tesigned and renamed, mobility
scheme was the new permanent mechanism. In order to enhaotméty among various public
services, the term "State Servant” was introduced deroio break the exclusive link of the public
employee to a ministry (Law 4093/2012). The formation of an rialejob market" together with
rotation within the public sector would provide further flekifsi while favoring the transfer of
experience and expertise (Spanou, 2015).

Concerning the assessment of the state structures @rddér re-organization, two laws (4109/2013
and 4250/2014) proceeded with the merger or closure of a lanydenwf public bodies operating
under public or private law. Moreover, job positions that werdatatl and were not consistent with
the current needs of administration were terminated (£8838/2012). As a result of the mergers of
organizational units and the abolition of job positions manpleyees were placed in the mobility
scheme for a maximum of eight months in order to be assdsfede reallocation to new positions or
exit.

Furthermore public employees were encouraged to seekadiie professional opportunities outside
of the public sector, through the introduction of measures sscpai time work up to 50% with
corresponding salary cut and unpaid leave up to five years (/ .51/683/ .15718).

All the above reforms resulted to a rapid significarttoralization of the workforce, the tenure
employees in the public sector were reduced by 18% as shownler8ta (Appendix I).
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Rationalization of compensation: New salary grid
A Single Payment Authority was established in 2010 (Law 3845ligpamployees census data base
was interconnected with the Single Payment Authority. WMes done in an effort so that public
administration could have central control over the waitleThis can be regarded as the first attempt
ever, towards the alignment of HRM policy with budgets andnitial management. Law 3845/2010

also provided, as prior action of the first Economic Aupesit Programme, the design of a
unified remuneration system.

Numerous wage reductions were imposed starting from March 20&Ed a 12% cut on bonuses
(excluding family and child benefits and those relatedetmth of service) was imposed (loannou,
2013). Christmas, Easter and Holiday bonuses were reduced mBrc&&pon March 2010, they were
further reduced on May 2010 and completely abolished in Jar@dry. Further cuts of 10 percent
were made since January 2011 for any pay package exce@di@0 a year (loannou, 2013).

The long overdue unified wage scale structure took effect frarmuary 2012 (Law 4021/2011) to
rationalize the wage grid. At the core of the overall mefavas a shift towards a system where
remuneration reflects duties and productivity, introducihg end of automatic seniority-based pay
increments. The goal of the unification was to correditaation where employees with similar
qualification and similar duties were uneven paid. Sedawere linked with ranks and performance.
Article 19 of Law 4024/2011 introduced performance relatedgray article 7 provided for a new
ranking system based on evaluation of competencies. Howetle articles remained inactive. Thus,
while all grades were frozen, remuneration system falvibre senior employees.

Since it became apparent that high skilled employees paad less well (Spanou, 2015), the new pay
scale (Law 4354/2015) decompressed the wage distribution by detasdlenges from grades.
However since the new pay scale had to be fiscallyraleuncreases were postponed to 2018. The
wage reductions with the addition of the rationalizatidrihe workforce resulted to a 31% reduction
in the total payroll cost since 2009 (Ministry of Adminisira Reform & e-Governance, 2016).

Appraisal and promotion system

While the appraisal system is pending, the existing oneighbased on certain assessment criteria,
including the administrative capacity, knowledge of work tepieffectiveness, appropriateness of
behaviour, interest and creativity as described inRhesidential Decree 318/1992 has been altered to
avoid excessive top assessments (Law 4250/2014). Fixed quotaetdoe each of the three group of
grades (9-10: 25%; 7-8: 60%; 1-6: 15%), with the lower 15% heiitexible. Public employees were
concerned due to past experience (labour reserve, mauhgme, dismissals) that employees in the
lower 15% would be dismissed. As a result the majority of

public employees, supported by their union, abstained from thaisgpprocedures (ADEDY, 2014).
The new system of promotion was reformed (Law 3839/2010 & 4275/2014)P ASgoing to be
responsible not only for all public sector recruitment, but atsotlfie promotion of public employees
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too. Candidates for top management positions are going tcelbetesl through inter-ministerial
competition and within the civil service. While in the pawspartiality they were recruited outside of
the civil service (Spanou, 2015). However the centratinatif the procedure can cause slowness and
rigidity. A clear example is that promotions via the reystem are not yet introduced.

Harmonization of public and private sector employment
Civil servants have been traditionally seen as prietegmong the Greek workers, due to their job
security. At the time when the financial crisis skri@reece they were framed as the main cause of the
budget deficits. Thus, initiatives were taken regardinghéwenonization of public and private sector
employees. Starting from January 2011 all new public empdoyeee subjected to the private sector
social security fund (IKA-ETAM) (Law 3865/2010). In June 2011 wheekly working time for public
sector employees was increased from 37,5 to 40 hours (/ . .1/15884). Special leaves for
educational reasons and sickness were limited while otferesabolished (Law 4210/2013).

3.3 Conclusion

The financial crisis and the austerity measures derivong it (wage cuts, dismissals etc.) pose major
challenges for HRM, not only in terms of recruitment, conspéion and service provision, but also in
relation to job security and workforce morale (Burke et al,320The financial crisis presented a
unique opportunity for the Greek Administration to move forwafdrres regarding strategic HRM;
however reforms were mainly focused towards quantitatrgetsiregarding costs.

Though downsizing is inevitable, it is not a sustainable optiothe long-term. The transition to a
new HRM model is urgent, the new model should adapt to theiabpsharacteristics of Greek
Administration and its culture (Pollitt, 2013). A more hotistipproach to HRM should be adopted.
The whole set of HRM tools, such as job analysis, recraitnieining and development and appraisal,
must be restructured and combined so as to address that@mnd future needs and demands,

without ignoring the budgetary constraints. The new HRM model dhood only ensure that public
organizations have the right number of people, in the rightiposiat the right time but also that the
right experience and skills exist within the organizatiand that the right talent continues to be
recruited, developed, and retained.
In the case of Greece, cost-cutting was the main ainihefréforms with limited concern for the
improvement of administrative performance. The Greek Adimation is far from using strategic
HRM and workforce planning practices, Greece is second toalasng the country members of
OECD. In figure 3.1 the extent to which HRM bodies usefop@ance assessments, capacity
reviews and other tools to engage in and promote strategi¢ora@lplanning is illustrated.

Figure 3.2: Utilization of strategic HRM practices in certral government
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Source: OECD, 2013 ( p.9, Figure 1)

Note: The index is composed of the following variables: th&temde of a general accountability
framework; the existence of HRM targets built into perforreaassessments of top and middle
managers; elements that top and middle management should take é¢otcntevhen planning and
reporting within the general accountability framework; regular esvi and assessment of
Departments’ HRM capacity; existence of forward planning to adpstaflequate workforces to
deliver services; and elements considered in governmentadplanning. The index rangégtween

0 (low utilization) and 1 (high utilization).

4 - INTERNATIONAL EXPERIENCE

4.1 OECD Recommendations

According to Pollitt (2013) implemented reforms that warpp®sed to follow the same model may
turn out very differently in different contexts. A successfibma model could fail completely in
another sector or country or in another period. Although tremoisingle approach to HRM reform
(OECD, 1996) international bodies such as the OECD can @lmuh insight. However, it is of
importance to maximize the use of both internal and exteempkrtise and experience (Pollitt,
2013).

The Greek government committed under the first Economiashaient Programme to launch an
independent external functional review of central admatisin (European Commission, 2010).

The OECD report on the "Functional Review of Public Adstiation in Greece" was published in
December 2011, and it was considered as a step towardsvaphase of administrative reforms.
According to the review, due to limited margins for maneutree only option for HRM reforms was
the implementation of a "big bang" approach targeting ttralcand institutional changes.

In the review an assessment of the current HRM was nm@BED recognized that recent reforms
were towards a more holistic approach to HRM. Howeveit agas pointed out by the OECD this
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does not amount to a strategy. The elements of changing jeineasl up, and some elements are

missing. The issues that according to OECD need urgeonsideration are summarized as following:
The current hierarchy is top heavy; there is no effectiectire of middle management.
Mobility is very limited within the Greek public sector.

Strict hiring constraints are leading to fewer and agkurgan resources.

Performance assessment is provided by Presidentiab®&48/1992, however in practice
there is no performance assessment.

The salaries of Greek civil servants are supposed tendemn an appraisal of their
performance, however these appraisals are not considerecahsticr evaluations of
performance.

The promotion system has long been opaque and i Hgh political
motivated.

There are trust issues between civil servants andgabliianagers. Secretary Generals, who
are the hierarchical links between the civil servased the government, are traditionally
appointed by ministers.

Over all there is lack of strategic vision and alesenf workforce planning.

Based on the above assessments, a range of activitigsr@adts were recommended by OECD:
Promotion of HR networking, so that dialogue among civil sesvantthe modernization of
the administration will be achieved.

Enhancement of training.

Reformation of the appraisal and promotion system with & t@ecreating strong incentives
for performance.

Promotion of mobility, by rationalizing job categories and bgucing the number of
branches.

Delegation of HR management responsibilities to lineistiies and agencies.

Establishment of workforce planning.
Establishment of a central employgoffice for strategic HR issues.

The OECD recommendations were mend to be an operatiordrthapa aiming at tackling the basic
deficiencies of the public administration. However, as mestl in the previous part cost-cutting was
the main goal of the reforms while few improvements Hasen done regarding qualitative objectives.
Politicization of the administration is still the Greedality while few initiatives have been taken
towards a more strategic approach of HRM.

4.2 2 Lessons from Other Countries

The sovereign debt crisis has forced Greece to conhphgter its public administration reform agenda,
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regarding HRM, towards reducing public expenditures. Greeamotisalone in this effort. Several
countries have launched similar reforms in their respamsleet economic crisis. Though each country
is a different case, it is interesting to see how thaygtesl to the necessity of reforms during times of
crisis. In order to conduct better conclusions EU countrynbegs of Southern Europe will be
reviewed.

Portugal

The Portuguese HRM model is fully linked to strategic ciibjes, most of the recent HRM reforms
are concerning expenditures, specifically (OECD, 2012; Ganedral, 2014; Di Mascio & Natalini,
2015):

Recruitment was suspended.

Vacancies were eliminated and temporary staff was déiguis
Wages were gradually reduced.

December and Holiday bonuses were suspended, though the @omstit Court ruled out
the provision.
Performance bonuses were frozen.

Wage increase due to career promotion was suspended.
Working hours were raised and free days were reduced.

The "Requalification Program" and the "Mobility Programérev introduced. If civil servants
were deemed as surplus labour, they would be reallocatedhén miblic services. However
if they were not absorbed they would have to follow a traipragram while their salary
would be reduced to 60%. After one year the salary would checee again to 40%. If the
civil servants were not reallocated within two ye&esytwould be dismissed.

Italy

Italy presents significant differences from the other céemtand can be considered a unique case.
Prior to the financial crisis of 2008 the country faceal ¢hisis of the national currency (the Italian lira)
in 1992 that generated fiscal pressure and expenditure cuts foeforgns in public sector HRM
(Ongaro, 2009). Thus, Italy had already experience on -cnaisagement. The implemented HRM
reforms during the financial crisis were mainly towards gesluction (OECD, 2012; Di Mascio &
Natalini, 2015; Di Mascio et al, 2013; Di Mascio et al, 2016):

Reduction of labour contracts.

Recruitment restrictions.
Gradual wage cuts.
Strict policy on absenteeism.

Reduction of sick leave compensation and increasing monitoring
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Promotion suspension.

Performance-related pay was revised, quotas were seelvhenly one- quarter of civil
servants could get the highest bonus, and one-quarter wouldetrastygbonus.

Spain

The HRM model in Spain is career based and it is higldgentralized, due to the country's
"autonomous communities” (OECD, 2012; Gamarra et al, 2014). i@uHBM reforms are about

costs, namely (OECD, 2012; Gamarra et al, 2014; Di Mascio
& Natalini, 2015):

Recruitment suspension.

Elimination of vacancies and dismissal of temporary staff.
Gradual salary cuts.

Suspension of December bonus.

Increase of working hours.

Implementation of forced mobility.

Removal of dismissal restriction. According
needs public employees can be made redundant.

4.4 Conclusion

tathe economic and organizational

HRM is high in government's reform agenda among all t@sduring the financial crisis, austerity
measures are placed so that budget deficits can be cahtr@ddBECD recommendations part from
expenditure cuts include measures of modernization however eoastries emphasize in the
reduction of costs without implementing reforms towards a nstrategic approach. Table 4.1

presents workforce reduction measures in OECD countries.

Table 4.1: Workforce reduction measures in OECD countes

00

Country Measure Country Measure
Austria Replacing 50% of Italy Replacing 20%
Czech Republic 10% reduc:[-i(.)n inlstsz Netherlands Redl:ctian. of 120 (
Denmark Reduction (;‘M ] Poland Ll()do/rorr;r(\jzj.ctlion
Estonia 15% decrelas.e.ir; i Portugal 1% reaucﬁo; in
France Replacing 50% of Slovak Republig LH‘i‘ring freeze

Greece ReplacingL-l.O% (;f B Spain Replacing 10%
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Ireland 12% reduction in staff | United Kingdom Reduction of 490

1 ANnar Anc [ D

Source: OECD, 2015 (p. 6 Table 1)

Many of the above mentioned countries have already moderhieedHtRM prior to the crisis,
however that was not the case in Greece.

5-RESEARCH METHODOLOGY

5.1 Research Approach

According to Newing (2011) research, at its simplest, stsy®f finding out about things through
systematic enquiry. There are different approaches &amgs differentiation arises:
by the way questions are asked and the relationship betiweeheory and the data,
whether the data reflect numbers.

Deduction and induction
Research can be divided in two groups deduction and induetluoh represent two ends of a range of
possible approaches to research (Newing, 2011).
In deductive research, the validity of a specific hypothasitested and then the data collection
process is designed in order to test it. Deductive relsgarusually quantitative, in order to conclude
whether there is significant difference of the respondsrgndifferent groups data are statistical
analyzed. If there is a significant difference (95%)Hhiipotheses is rejected otherwise it is confirmed.
On the contrary, in inductive research there is no Speleypothesis, data are collected by a set of
broad questions, and they are used to generate a theoring\\eé@11).
The deductive approach is being used in this survey in ordémvastigate public employees
perceptions about HRM reforms. The deductive approactet hescause it is more appropriate to test
whether demographic characteristics influence emptoyesiefs.

Quantitative or qualitative
According to Newing (2011) research can be categorizedtas guantitative or qualitative depending
to two different stages in the research process, dakecttoh and data analysis. Regarding data, a
guantitative research gathers data in the form of numibdwesieas qualitative data are non-numerical
and usually take the form of words. As far as stat@tialysis, a quantitative analysis involves the
use of descriptive and inferential statistics. ottB  quantitative research and
qualitative

research can be either inductive or deductive, although deeluesearch can draw the most thorough
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conclusions if it uses quantitative data (Newing, 2011).
Quantitative research fits best surveys with veryu$ecd questions concerning statistically significant
differences between different groups. Qualitative re$e& more suitable for providing an overview
of a situation and it can provide an in-depth understanding sémeand motivations.
For the purpose of this paper since characteristics aftijative research respond best on its needs, the
quantitative research has been selected.

5.2 2 Questionnaire

According to Newing (2011) questionnaires are sets of specifually short, questions that are
either asked verbally, or answered by the respondentsh&in awn. A questionnaire is not a
conversation, questions are highly specified and in mostsiotta the majority of questions are
closed. Due to the high specification level targeted dah be gathered, comparison among different
groups can be made and statistical analysis can be adésloeapeasier. Therefore questionnaires are
considered ideal for a deductive, quantitative approackgearch. Moreover they are easier managed
to a large number of people and if self-administrated tfegr complete anonymity (Newing, 2011).

Structure of the questionnaire

In order to maximize the response rate on a questionnasecrucial that all necessary information
is provided (bath.ac.uk). Thus, an introduction provided tigpants the necessary information and
guidance. Participants were informed that the survegai$ of a research of the Hellenic Open
University, they were reassured that answers willtreated with confidentiality and anonymity. It
was stated that the questionnaire was addressed to pulployess; army, police, fire department
were excluded. An estimation of the required time wadem

The questionnaire's initial version had twenty seven questiHowever after the completion of the
survey it was revealed that three of the questions did onetider any valuable information. Moreover
these questions where related to job satisfaction antlaaéas not only an HRM issue, therefore they
were dropped off. The final version of the questionnaimnsisted by three sections.

The first section is concerned with the respondent's profilticipants were required to state
demographical and professional information such as agetaimstiatus, level of education, years of
experience etc (questions 1-7). In the second sectiorguiinent situation in HRM was assessed.
More particularly questions 8 to 10 address questions regaptdoblems at work in relation to HRM
issues that are in the reforming process.

The third and last section aims to get an insight on how pebiigloyees relate with HRM reform
and how they perceive it. Furthermore the reasons causegeform delay are being investigated
(questions 11-24). The questions were based to the researshioguare of the COCOPS
(Coordinating for Cohesion in the Public Sector of the Future) gréi¢@mmerschmid et al,2013).
However, since the COCOPS questionnaire was addressed do eseggutives, some of the questions
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regarding terminology were simplified.
The guestionnaire was designed using the free software &targhs and it is presented in Appendix
VIII.

Question formats
Questions are divided between open-ended questions, whgoadesats can write their own answer,
and closed questions, where they choose between fixed anSivers closed questions offer data that
are better targeted and can be quantified easier (Ne®R0Dl), closed questions were used in the
questionnaire, more specifically the questions consistinguastionnaire were:
Closed checklist.

Semantic differential scale: alternatives arerms with opposite meanings
(Newing, 2011).

Likert scale: respondentstate to what extent they agree or disagree withvengitatement
(Newing, 2011).

5.3 Sample Selection and Data Collection

According to Hox and Boeije (2005) primary data are data dla collected for a specific research
problem at hand, using procedures that fit the research prdi@stn On every occasion that primary
data are collected, new data are added to the existiagTtas material collected by other researchers
is made available for use; it is then called seconddey da

In this paper primary data have been used mainly. Akddest of the researcheksnowledge there
are not any available data regarding the way employedkeitGreek public sector perceive HRM and
its reforms. Secondary data were available only regammgographics. Furthermore primary analysis
gives the opportunity to the researcher to collect datadecific issues, up to date while it is possible
to obtain additional data during the study period (Hox and jBo&005). Two are the main
disadvantages of primary research, it is cost and tonsuming. Both of them can be dealt with the
use of internet. A researcher can use internet as @ledbr data collection in order to increase the
sample size and reduce costs and time required (Beafidlbzlemko, 2006).

The questionnaire as mentioned before was designed usiogleGforms, the Google Drive
web-platform was used to upload it. The link of the questioana&s distributed via mail and it was
announced to blogs of public servants, while the necessdryctions were given. The sample was
random and for the distribution the method of snowball was useélivers were encouraged to forward
the questionnaire to other public servants.

The snowball method was used in order to overcome the limitatidime. Moreover, snowball
method was selected so that the questionnaire could béutist to public employees of different
geographical areas as well as from different public sesvi

The internet made the fulfillment of the questionnairéeeaand more accurate. In addition another
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advantage was that the responses were automaticallyl $toee survey database, thus the possibility
of data entry errors was minimized. However there désadvantage that limited the survey. Certain
populations are less likely to have internet access, thusattieigation of population such as elders
was limited.

The questionnaire was uploaded on 5 March and it was disablled and of the month. The number

of the respondents was 130, since the procedures were gdoaihof them were properly completed,

thus no rejections were made. The response rate cannotimeated since the questionnaire was
publicly announced.

5.4 Demographic Characteristics

The analysis of the demographic characteristics has lbenducted using SPSS (version 21) and
Google apps (sheets), both programs produced the sams.radult

demographic tables and pie charts are presented in Appendaid IAppendix Il respectively. SPSS
was used to generate both tables and charts.

Age (Table 5.1; Appendix II)

The majority of participants are within the 31-40 age gr(i§)10%). Although there were two more
groups of age, below of 20 and over 61, apparently no partiosstvithin these groups. Regarding
the first group it was expected since according to theiaflata from the Ministry of Administrative
Reform & e- Governance (2016) there are very few if any pudaivants below the age of 20. As far
as the group aged over 61 the results were affected biachéhat the questionnaire was distributed
via internet.

Gender (Table 5.2; Appendix II)
The majority of the participants are women (68,50%),ethera great differentiation with official data,
where as men consist 53,30% of total while women 46,70% ¢Mynbf Administrative Reform &
e-Governance, 2016). However the official data include emefoyd the army, police and fire
department, these jobs are occupied mainly by men, anefdhe such a differentiation was expected.

Marital status (Table 5.3; Appendix Il)

Most of the respondents are married with children (52,30%9#)0Agh there was another group, single
parents, since only one participant was among the specifigpgthe answer was classified, for
simplification, as married with children.

Education level and educational branch (Tables 5.4 and 5.5; Appdindix |
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The majority of the respondents (49,20%) hold a university degkitkrough there was another
group, primary education, no participant was within thisigro
A branch in the Greek public sector designates job os#=y or classifications according to
educational requirements; postgraduate degree and dodaltate the higher education branch. By
comparing table 5.4 and 5.5 one can observe that theremany employees that have more
qualifications than the ones required for the job presoriptn particular:

104 persons are holding a university degree while there aob92Hat require one.

16 jobs are categorized for secondary education graduates mowdye/ participants fall
in this educational scale.
It is obvious that results in both tables were affectgdthe fact that the questionnaire was
administrated via internet; people of lower educationratethat familiar with the use of internet.

Work experience (Table 5.6; Appendix II)
In this question participants were asked about their wa&gerience in the public sector and not in
general. The largest percentage is gathered withir6th® year group (58,50%). It is fair to assume
that due to the limitation caused by the internet distributiba, group of employees with the most
experience has relatively small participation.

Manager / employee (Table 5.7; Appendix II)

The majority of the respondents (80,00%) are subordinates andtdexercise managerial duties.

5.5Conclusion

For the purpose of this paper a deductive quantitative cdsams conducted. A questionnaire that was
self-administrated on line was selected as the most ajgtopnethod to collect the necessary primary
data. Responses of 130 public servants were gathered. As ®@enasgraphical and professional
features the average respondent can be described aoa et is:

among 30 to 40 years old,

married with children,
higher education graduate,

not a manager.

6 - DESCRIPTIVE STATISTICS

6.1 Introduction
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As the name suggests, the aim of descriptive sttis$i to describe the data.

Descriptive statistics provide answers to three kind ektjons (Eagle, 2011):

What patterns do the data make?
Do the data cluster around a central point, and if so ishtst value?
How spread out are the data values?

Descriptive statistics is the first part of the asay it provides some insight about the questions
mentioned above, before proceeding to hypotheses testing ttatdsicted in the following part.

6.2 Assessment of Current HRM

The second section of the questionnaire (questions 8-10) gamisation about the current HRM
system in the Greek public sector; as mentioned earliéW i$Rues that have been reformed or are
planned to be reformed are analyzed. Descriptive $tatisigarding these variables are presented in
the tables below and in Appendix V.

Support from supervisors (Table 6.1; Appendix V)

In question 8, participants were asked whether thew llae required support from their supervisors.
Only 17,70% (1,5% extremely, 16,2% very) of them feel thaty tre offered the required support,
moreover the mean is low (2,63). Both findings indicate thatrespondents believe they are not
offered the appropriate support from their supervisors.

Importance of problems

Question 9 is a grid, participants were asked to asH#es importance of six problems that were
placed under their consideration. From table 6.2 it is coled that responders assessed the
importance as following (the mean as a more proper meadwegused for the ranking):

1. Lack of communication and cooperation among degatsn and services
(mean 4,11).
2. Lack of information and guidance (mean 4,05).

3. Lack of delegation of authority (mean 3,77).
4. Career development freeze (mean 3,76).

5. Large volume of work (mean 3,71).
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6. Working on certain task for long time (mean 3,30).

Table 6.2: Importance of problems

Not Esse
i 2 3 4 s [ - n
Lack of
information 0,0% | 7,7%| 20,099 31,5%| 40,8%| 4,05 | 0,959 130
Lack of
delegation | 1,5% | 10,8% 23,1% 38,5%| 26,2%| 3,77 | 1,008| 130
Lack of
communicatio
n and
cooperation | 0,0% | 6,9% | 17,7% 33,1%| 42,3% 4,11 | 0,934| 130
among
Large 3,8% | 14,6% 22,3% 25,4%| 33,8%| 3,71 | 1,191 130
Worll<ing on
certain task | 4,6% | 19,2% 35,4% 23,1%| 17,7% 3,30 | 1,111| 130
Career
developme | 3,8% | 9,2% | 22,3% 36,2%| 28,5% 3,76 | 1,084| 130

Importance of changes
Question 10 is a grid as well, participants were askedssess how important are the following
changes regarding the improvement of their work conditions.d&kee presented in table 6.3 indicate
that responders assessed the importance as following (timeasme@amore proper measure is being used
for the ranking):
1. Training (mean 4,55).

2. Communication and cooperation among departments a@edvices (mean
4,36).
3. Career development (mean 4,04).

4. Delegation of authority (mean 4,01).
5. New work load plan (mean 3,87).

6. Mobility across departments and services (mean 3,84).
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Table 6.3: Importance of changes

Not Esse

1 2 3 4 5
0,0% | 1,5%| 10% | 20,0% 68,5% 4,55 | 0,737 130

Traininc
Delegation 0,0% | 3,1% | 20,8%| 48,5%| 27,7% 4,01 | 0,783 130

£

Communicatig
n and
cooperation

Aamnnte

Revisingthe| gos | 8.5%|20,8% 43,1%| 26,9% 3.87 | 0,935 130

0,0% | 3,1%| 13% | 34,6%| 52,3% 4,36 | 0,788| 130

Mobility
acCross

0,8% | 6,2%| 30,0% 34,6%) 28,5% 3,84 | 0,938| 130

Career 0,8% | 3,8%| 21,5% 38,5%| 35,4% 4,04 | 0,893 130

=l 1

The issues that are addressed in questions 9 and 10 haveanrigins, although the hierarchies that
arose are not exactly the same there are some imerestidings. Training and coordination are
considered as the more important issues that need to besadijmekile the workload and mobility are
of less importance.

6.3 Assessment of HRM Reform

The third section of the questionnaire (questions 11-24) #&ntollect information about the HRM
reform in the Greek public sector. Moreover participantscegion on the reforms is investigated.
Descriptive statistics regarding these variables agsgmted in the tables below and in Appendix IV,
charts are presented in Appendix V.

Necessity of reforms and briefing (Table 6.4; Appendix 1V)
In question 11, participants were asked whether they tiakthe reform of HRM is necessary, the
vast majority of the respondents agreed that there éed for

changes. Questions 12 to 13 were set in order caaclude whether reforms are
communicated to employees, results show that there ¢k @alaommunication.

Strategy and purpose of reforms (Table 6.5 and 6.6; Appendix V)

Questions 14 to 15 were set in order to get insight on hilv@ participants perceive the reforms,
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results have shown that the respondents think that refomn$aeking of strategy (90,0%) and their
aim is to cut costs (81,5%).

Evolution of HRM
In question 16, participants were asked whether HRMirhasoved during the last six years, a scale
of five levels was used (1: better; 5: worse) the detadsults are presented in table 6.7 (Appendix 1V).
Of importance is to mention that only 5,04% of the respondéit& that HRM has improved while
83,10% think it has deteriorated. An 11,5% of the sample thinks it has neither improved nor
deteriorated.
Question 17 was addressed only to the participants that stathe previous question that HRM has
deteriorated, thus it was addressed to 108 persons. All tasunes in table 6.8 have been calculated
for a sample of 108 persons and not for the initial 130.

Table 6.8: Importance of factors affecting HRM deterioraton

Not Esse

1 2 3 4 5
0,9% | 2,8%| 15,7% 32,4%| 48,1% 4,24 | 0,885 108

Salan cuts
Increase on| g 6oy | 23 194 27,8% 28,7%| 14,8% 3,24 | 1,135 108

Increase 4,6% | 11,1% 23,1% 44,4%| 16,7% 3,57 | 1,043 108

Workforc 2.8% | 3.7%| 11.1% 22,2%| 60,2% 4,33 | 1,005/ 108

Irrational
division of 0,0% | 8,3% | 13,0%| 33,3%)| 45,4% 4,16 ,949 | 108

Career
developme 3,7% | 7,5%/| 15,9% 36,4%| 36,4% 3,94 | 1,080( 108

Question 17 is a grid, participants were asked tosastee importance of six factors affecting the
HRM deterioration. From table 6.8 it is concluded thatpoeslers assessed the importance as
following (the mean as a more proper measure is being usdtefrmariking):

1. Workforce reduction (mean 4,33).

2. Salary cuts (mean 4,24).
3. lIrrational division of work (mean 4,16).
4. Career development freeze (mean 3,94).

5. Increase of duties and responsibilities (mean 3,57).
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6. Increase on working hours (mean 3,24).

In order to get more conclusions, further analysis with theofiggosstab tables has been conducted.
Table 6.9 (Appendix IV) present the findings of the assessofesdlary cuts in relation to the variable
"managerial duties". The crosstab table gives insightvbather all employees value similarly the
importance of the salary cuts or there are differaatiatamong groups.

It is noticeable that there are differences among gersaand subordinates. Table

6.9 indicates that managers classify the importance ofysalats lower than subordinates. More
specifically the "absolutely essential" responds decliom f61,2% to 37,5%. The fact that managers
were less affected by the austerity measures can extpkadifferentiation.

Reform measures

Question 18 is a grid, participants were asked tesasthe importance of eight reform trends of the
current reform. According to the assessments of the respotigerkierarchy of the reform trends is
the following (the mean as a more proper measure is beidgdarstne ranking):

1. Training (mean 4,44).

2. Appraisal (mean 4,20).
3. Collaboration among services (mean 4,16).
4. Efficiency of employees (mean 4,11).
5. Work force reduction (mean 3,64).
6. Mergers of services (mean 3,38).
7. Flexible forms of employment (mean 3,05).

8. Outsourcing (mean 2,85).

Table 6.10: Importance of reform trends

Not Esse | MEAN| SD N
i 2 3 4 5
Appraisal 0,8% | 8,5% | 6,9% | 37,7%]| 46,2% 4,20 | 0,952 130
Training 0,8% | 4,6% | 8,5% | 22,3%]| 63,8% 4,44 | 0,889 130
Workforc

8,5% | 15,49 14,6% 26,9%| 34,6%| 3,64 | 1,324/ 130

Efficiency 1,5% | 3,1% | 20,8% 32,3%| 42,3% 4,11 | 0,942 130

L
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18,5%| 28,5% 15,4%| 25,4%)| 12,3%| 2,85 | 1,326| 130
Collaboratio | 0,8% | 5,4% | 13,1%| 38,5%| 42,3%| 4,16 | 0,905| 130
Flexible 11,5%)| 24,6% 24,6%| 26,2%| 13,1% 3,05 | 1,225| 130
Mergers 6,2% | 12,3% 36,9% 26,9%| 17,7% 3,38 | 1,102/ 130

Employees’ opinion about the implemented reform (Table Bddendix 1V)

Questions 19 to 22 are Likert type questions with a fivatptale. Responders had to indicate the
degree of their agreement or disagreement in four statemmelated to the implemented reform.
Over all the participants tend to believe that reforame predetermined (63,9%), there is no plan
(60,7%), they are crisis driven (68,4%) and inessential (55,4%
Interesting findings derive by comparing how managers and nongeraneespond to questions about
the participation of employees in the decision making amdstifategy of reforms.

Table 6.12: Cross tabulation of managerial duties and employeearticipation

Employees patrticipate in decision making process of
reforms
Strongl| Strongl|
Nota | Within 56 15 11 6 16 104
mana 9P\ 53806 | 14,4%| 10,6% | 58%| 154% | 100,0%
gel
Manager Within 7 5 3 6 5 26
group 26,9% | 19,2%| 11,5% 23,194 19,2% | 100,0%

Total Withi 63 20 13 12 21 130
48,5% | 15,4%| 10,8% 9,2%| 16,2% | 100,09
30
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Table 6.13: Cross tabulation of managerial dutiesral strategy of reforms

Reforms are implemented methodically and accortting
Strongl| Strongl
Not a Withi 39 3C 10 7 18 T104 |
manage | n 37,5% | 28,8%| 9,6% 6,7%| 17,3% | 100,0%
Manager| Withi 5 5 7 0 9 26
n 19,2% | 19,2%| 26,9% 0,0%| 34,6% | 100,0%
Total Withi 44 35 17 7 27 13C
n 33,8% | 26,9¥% 13,1% 5,4% 20,8% | 100,0¥

The vast majority of public employees without auityobelieves that they do not take part in the
decision making process (68,2%) and reforms arestategically planned (66,3%). However the
percentages of managers are quite lower (46,1%3&M0P% respectively). Such a finding is logical;
it seems expected for managers to consider theesels a part of the reform decision making
process.

Assessment on the reform outcome (Table 6.14; AppBr)

In question 23 participants where requested tosas$® so far outcomes of the implemented reforms,
regarding the quality of services, the collaboragmnong colleagues and employee inducement.

The mean in all three cases was below 2,5. A measnt that indicates that the majority of the
respondents believe that reforms have caused aiatateon in quality of services as well as in
employee collaboration and inducement.

Reasons causing delay in the reforms (Table 6.ppeAdix 1V)

In question 24, participants were requested to sasdeur reasons that cause delay in the
implementation of reforms.
The mean of all factors is relative high it is far assume that all factors are regarded important.
The hierarchy of the factors causing delay refoimghe following (the mean as a more proper
measure is being used for the ranking):

1. Lack of meritocracy (mean 4,70).

2. Lack of political willingness (mean 4,45).
3. Employees absence from decision making (mean 4,34).
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4. Limited implementation period (mean 3,56).

6.4 Conclusion and Summary

After the descriptive analysis of the data, a firsight on the way the public employees perceive
HRM and its reforms is offered. The results reveal tedtanas the support from their supervisors, the
majority of the participants (82,3%) believe that therefd support is not sufficient.

The findings support that public employees believe that the mainepmskthey have to cope with are
the lack of guidance, the lack of cooperation among depatsnand services, the lack of delegation
of authority and the career development freeze. Therdfwg believe that HRM reform is necessary
(97,70%).

According to the findings, public employees believe that éfierm should be emphasized in training,
appraisal, efficiency, coordination of departmentseear development and delegation of authority.
They place mobility as the less important issue. Thezdfoey believe that reforms should not focus
on it; their answers regarding mobility have been probablyented by the past experience of labour
reserve and dismissals.

More than 80% of the sample believes that both themselsewell as their supervisors are not
adequately informed about the ongoing reforms. Regarding #reiph of reforms and its objectives
more than 80% of the participants believe that reformve@drom the need of reducing costs and that
reforms lack strategy. While less than 20% have an opposii@opthey believe that strategy exists
in reforms and that its goal is to improve the offerec/ises. Moreover, according to the respondents
reforms are inessential (55,4%), predetermined without ten participation (63,9%) and crisis
driven (68,4%).

A cross examination showed that there are different opiraomsng public employees depending on
their duties. More specifically 68,2% of the subordindiebeve that reforms are predetermined while
only 46,1% of the managers share this belief, a factitisitates that managers consider themselves
part of the decision- making process.

Participants were asked to state how HRM has evolved dimniast six years. The research findings,
as expected, showed that 83,10% of the sample believes that

HRM has deteriorated. Employees who responded that HRIMdéteriorated believe that the major
reasons for the deterioration are the workforce reductaaryscuts, irrational division of work and
career development freeze; they feel that the increafseuties and working hours are the least
important factors.

In regards to the reform outcome, the majority of thdigpants believe that reforms have caused
deterioration in quality of services as well as in emmoyellaboration and inducement. Furthermore
according to the participants the delay of the reform emgintation is due to the lack of meritocracy
and political willingness as well as the fact that reforare predetermined without their own
participation. Respondents place the limited implementaperiod as the least important factor
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causing reform delay.

7 - INFERENTIAL STATISTICS

7.1 Introduction

Inferential analysis is necessary in order for a refearto generalize the results beyond the sample
(Eagle, 2011). There are various tests used in inferetdigdtes, for the purposes of this study and in
order to test whether the public employee's perception of HEMms differentiates among different
demographic groups t-test and ANOVA could be used. T4essed for comparing the means of two
paired samples while ANOVA can be used for comparing morettha groups.

Since the demographic features that are being examinegtr@rped in more than one group and in
order to avoid repeated pair tests, ANOVA was sealeete the most proper test. The demographic
features that are being examined are "educational bratvebik experience" and "duties". Since there
was only one participant of the primary education branchrandler to have more trustworthy results
he was classified in the secondary branch.

Normal data is an underlying assumption in parametriinggssuch as ANOVA. In order to check
whether the variables are normally distributed in eacleagdwal branch, each work experience group
and in managers and subordinates groups the data werdeddiby category and then
Kolmogorov-Smirnov Test was conducted (stat-athens.agelBgrording to the results presented in
the tables of Appendix VI data are normally distributed. Stheenormal distribution prerequisite is
satisfied, ANOVA can be used.

7.2 Analysis of Variance

Hypothesis statement:
HO: "Educational branch”, "work experience" and "duties” do raffect employees' perception about
the necessity of HRM reforms.
H1: "Educational branch”, "work experience” and "duties" aiffemployees’ perception about the

necessity of HRM reforms.

Table 7.1 (Appendix VII) presents the ANOVA results foe thariable reform necessity. Since Sig in
all three cases is higher than 0,05 the null hypothesis is ajetted. The conclusion is that
employees perception about the necessity of reforms is not affdoyehe demographic features.

Hypothesis statement:
HO: "Educational branch”, "work experience" and "duties" dwt affect employees' perception on
whether they are adequately informed about the HRM reform
H2: "Educational branch", "work experience" and "duties" affemployees’ perception on whether
they are adequately informed about the HRM reforms.

33
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

The results presented in table 7.2 (Appendix VII) point out ¢dacational branch (Sig=0,833>0,05)
and work experience (Sig=0,085>0,05) do not affect the ®raps’ perception. However there is
significant difference in perceptions of managers asubordinates (Sig=0,004<0,05). Table 7.3
(Appendix VII) indicates that managers tend to considemselves more informed than subordinates,
a finding that seems logical since they regard themspbe®f the management.

Hypothesis statement:

HO: "Educational branch”, "work experience" and "duties" dot reffect employees' perception on
whether reforms are strategically planned or not.

H3: "Educational branch", "work experience" and "duties" affetiployees' perception on whether
reforms are strategically planned or not.

According to the results shown in table 7.4 (Appendix VII) etdanal branch (Sig=0,486>0,05) and
managerial duties (Sig=0,310>0,05) do not affect the emgddyrerception. However work experience
seems to play a significant role in employees' percepftins0,045<0,05).

Hypothesis statement:

HO: "Educational branch”, "work experience" and "duties” do raffect employees' perception about
the objective of reforms.

H4: "Educational branch", "work experience" and "duties" affemployees’ perception about the
objective of reforms.

Table 7.5 (Appendix VII) presents the ANOVA results fhe tvariable reform purpose. Since Sig in
all three cases is higher than 0,05 the null hypothesisipposted. The conclusion drawn is that
employees perception about the goal of reforms is not affected byeneographic features.

Hypothesis statement:

HO: "Educational branch", "work experience" and "duties" dwt affect employees' perception on
whether HRM has improved during the last six years.

H5: "Educational branch", "work experience" and "duties" affesmployees' perception on whether
HRM has improved during the last six years.

According to the ANOVA results presented in table Appendix VII) Sig in all three cases is higher
than 0,05 therefore the null hypothesis is not rejected. ddnclusion is that employeegerception
about the evolution of HRM is not affected by the demografeatures.

Hypothesis statement:

HO: "Educational branch", "work experience” andduties" do not affect
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employees' perception about the importance of factoremfing HRM deterioration. &1
"Educational branch", "work experience” and “dutieglffect employees’
perception about the importance of factors influencing HRMribration.

According to the ANOVA results presented in tables 7I2-{Appendix VII) Sig in all cases is higher
than 0,05. Therefore the null hypothesis has to be acceytadh means that different groups of
respondents have similar beliefs about the importance crfainfluencing HRM deterioration.

Hypothesis statement:

HO: "Educational branch”, "work experience" and "duties” do raffect employees' perception about
the importance of HRM reforms trends.

H7: "Educational branch”, "work experience" and "duties" cffemployees' perception about the
importance of HRM reforms trends.

According to the ANOVA results presented in tables 7.13-TAfpendix VII) Sig in most cases is
higher than 0,05. The null hypothesis is supported. Thereforeoti@usion is that different groups of
respondents have similar perception about the factors infhgedRM reforms. The only case in
which the null hypothesis has to be rejected is whenngeshe "dismissal" factor in relation to
managerial duties (Sig=0,026<0,05).

According to table 7.21 (Appendix VII) dismissals are coeed as a more important factor by
managers (mean 4,15) than subordinates (mean 3,51).

Hypothesis statement:

HO: "Educational branch”, "work experience” and "dutie®' not affect employees' perception
about their own participation in decision making regagdiHRM reforms.

H8: "Educational branch", "work experience" and "duties" afiemployees’ perception about their
own participation in decision making regarding HRM reforms.

According to the ANOVA results presented in table 7.22 (AplpeVIl) employees responds are not
affected by the "educational branch" (Sig=0,972>0,05). Homeeeking experience (Sig=0,03<0,05)

as well as managerial duties (Sig=0,027<0,05) affeat peeception.

Hypothesis statement:
HO: "Educational branch", "work experience" and "duties" dot raffect employees' perception on
whether reforms are crisis driven or not.
H9: "Educational branch”, "work experience" and "duties" affemployees’ perception on whether
reforms are crisis driven or not.
According to the ANOVA results presented in table 7.23 @xalix VII) Sig in all cases is higher than
0,05. he null hypothesis is not rejected which means that the vesialfl "educational branch”,
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"work experience" and "duties" do not affect employeesepdian.

Hypothesis statement:
HO: "Educational branch", "work experience" and "duties" dot raffect employees' perception on
whether reforms are essential or not.
H10: "Educational branch”, "work experience" and "dutie$&a employees' perception on whether
reforms are essential or not.
Table 7.24 (Appendix VII) presents the ANOVA resultgy 8i all cases is higher than 0,05e null
hypothesis is accepted. The conclusion is that employs&seption is not affected by demographic
features.

Hypothesis statement:

HO: "Educational branch”, "work experience" and "duties” do raffect employees' perception about
HRM reform outcomes.

H11: "Educational branch”, "work experience" and "dutiesecfemployees' perception about HRM
reform outcomes.

According to the ANOVA results presented in tables 7.25-{Appendix VII), Sig in most cases is
higher than 0,05. he null hypothesis is accepted, which means that emgoysception is not
affected by demographic features. The only case in winiehntll hypothesis has to be rejected is
when testing the "quality of services" factor in relatio working experience (Sig=0,001<0,05). The
conclusion is that the perception of employees regariegnfluence of the reforms on quality of
services is affected by the working experience.

Hypothesis statement:

HO: "Educational branch”, "work experience" and "duties" dmt affect employees' perception about
the factors causing delay on the implementation of HRM mefor
H12: "Educational branch", "work experience" and "dutieffect employees' perception about the
factors causing delay on the implementation of HRM reforms.
Tables 7.28-7.31 (Appendix VII) present the ANOVA resulig, i8 most cases is higher than 0,05.

he null hypothesis is accepted, which means that employe&seption is not affected by
demographic features. However in the case of meritoctheye is a significant difference in
perceptions among different work experience groups (Sig=0,0d%)x0
Table 7.32 suggests that more experienced employees bilavthe lack of meritocracy is a factor
that causes delays (mean 4,14), however they tend to eprisittss important than employees with
less working experience.
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7.3 Conclusion and Summary

The inferential statistics analysis that was presentedhis part offered some interest findings.
According to the hypothesis testing the educational bramghdr, technological, secondary education)
does not influence public employeebeliefs. However working experience and managerial duties
influence in some ways employees responds.

The working experience affects employepsrception:

on whether reforms are strategically planed or not,
on whether employees participate in decision making regaktitdg reforms,

on how much the reform has influenced the quality of ses\acel

on how much delay to the implementation of reforms is ahbgethe lack of meritocracy.
Managers compared to subordinates:

consider themselves more informed and

they are more concerned about dismissals.

8 - DISCUSSION ANALYSIS

This study has examined the way public employees perceil¢ &Rl its reforms. The statistical tests
have shown that employees' beliefs are not significantlyeinced by demographical features; most of
the hypothesis tests support that over all public employess similar believes.

As far as the main research questions it has beerudewcthat according to public employees:
The main HRM problems derive from the lack of collaboratéanong departments and
services, the lack of guidance, the lack of delegation whoaity as well as the career
development freeze.

HRM reforms are necessary.

Reforms should focus on training, collaboration among depaténappraisal and delegation
of authority.
The implemented HRM reform lacks strategy, is crisisesir and about cost cutting.
The main reasons causing the reform delay are the lackneasftocracy and political
willingness as well as the employees absence fromidecisaking.
Since there are no other available related studiess itlifficult to compare results. However
surprisingly interesting findings arise by comparing our resulith the OECD recommendations.
Although OECD is a technocratic organization, many of is€edainments and suggestions coincide
with public employees' beliefs.
Both the OECD and the public employees assessed thatiklRiM Greek public sector lacks strategy.
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According to the OECD the Greek public administration shaeltbnsider the strict hiring constraints,
as it leads to fewer human resources; similarly public eyegls believe that workforce reduction has
caused a deterioration in their work. Moreover, OECD ad wa®l public employees place the
enhancement of training, the delegation of resports#isiliand the participation of employees in a
dialogue about the reforms as important issues.

A partial comparison of our results can be made withréselts of the COCOPS research project
(Hammerschmid et al,2013). However the comparison can dmke nup to a certain point, since the
particular survey was addressed only to senior executiwesit was concerned with the whole
spectrum of reforms. The COCOPS

research was addressed to ten countries, in order tolvetieh conclusions Spain, as a country with
similar background, was selected as a comparison.

The findings of the study indicate that Greek public emplogeesider the HRM reform necessary
(97,70%). It is noticeable that although employees seemceptithe necessity of reforms the Greek
Administration has not made them part of it. The resposdeonnsider the reform as top-down
(63,90%) and more than 80% of the sample believe that thepodradequately informed. Similar
believes are shared among Spanish senior executives (Admas&lifton, 2013); they believe that
reforms are top-down (56,20%) and driven by politicians (59,60%).
As far as the planning of the reforms and its objective®lGpeiblic employees believe that there is
no strategy (90,00%), reforms are crisis driven (68,40%) duditacost cutting (81,50%). Spanish
senior executives also believe that reforms are forcthss (64,90%) and about cost-cutting and
savings (65.2%) (Alonso and Clifton, 2013).
According to Spanish senior executives public servants' ntiotivdowards work has deteriorated
(30,60%) a fact that can be considered as an HRM deteviordthe present research findings indicate
that Greek public employees feel that during the last sersy¢lRM has deteriorated (83,10%).
Although percentages vary wildly it must be taken intooant that the Spanish research was
conducted in 2013 while the present after three more years tinedezvere on-going crisis.

9 - CONCLUSIONS AND LIMITATIONS

9.1 Conclusion

The international financial crisis had various impagh each country depending

to their weaknesses. However a common charactergtiss countries is that it has caused a debate
about public spending cuts and rationalization of publicisesv (Ladi, 2013). The financial crisis
exposed the weaknesses of the Greek Administration arar¢jeebudget deficits. Under these financial
conditions HRM poses as a major challenge for the Greekrfsknaition.

Numerous attempts have been made in the past by the @urelnistration towards reforming
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HRM; however they were sporadic, uncoordinated and without tororg. Since 2010 Greece was
obligated, due to the first memorandum, to proceed to refornksd to measurable quantitative goals
and strict timetable. The urgent need for financiabralization resulted to reforms aiming at cost
reduction and not at modernization of HRM.

The current study contributes to the literature in two wé&yst, it presents past HRM reforms and
how crisis has shifted the reform agenda. Second, public eegdgyerceptions and views regarding
the ongoing reform are analyzed.

According to the inferential analysis employees skearemon beliefs that are not particularly affected
by demographical features. The descriptive statistice lshown that employees believe that HRM
needs reforming. However they believe that the currentmef®about cost-cutting and not about the
quality of services. Furthermore they believe that thermefis crisis driven, top-down, not strategically
planned and it lacks of substance. The majority of the @apk have observed a clear deterioration of
HRM the last six years. They consider that two are rtf@n reasons causing the deterioration;
workforce reduction and salary cuts.

The financial crisis presented to the Greek Adminigtnat critical juncture for advancing reforms.
However, at the same time austerity measures block refiwahsare not directly linked to quantitative
fiscal goals (Pollitt and Bouckaert, 2011). In the caseGoéece, long term reform goals are
undermined in favor of short term ones that aim in costctemhs. It remains to be seen if this
strategy is sustainable or a shift in the reform agenlii@evmandatory.

9.2 Limitations

The basic limitations of this research include the saraptktime. The sample size was 130 public
employees, although the size is not large it can be @mesidepresentative. However the main issue
regarding the sample was that the questionnaire was distfibuia internet and it was
self-administrated on line, therefore the participatidnemployees that lack computer skills was
limited. Time was another restrictive factor; if the pdriof survey implementation was larger a
greater sample could be gathered.

Furthermore, there were two additional limitations. FiRM reform is a developing issue with
ongoing changes. Secondly HRM reforms is a research hadas not been investigated.

9.3 Directions for Future Research

As mentioned previously, the present research is basedlimitad sample, a larger sample size
could offer more trustworthy results. Furthermore a contipararesearch among different public
organizations could be conducted in order to investigate anyetiffations.
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Abstract:

This paper argues that increasing resource effigiirough growth in circular economy can help
address structural mismatch in European labouretskcirculareconomy creates econowatue
with more labour and fewer resources, thereforevtiran circular economy can potentially deliver
economic benefits such @amployment creation and lower structural unemplaynbg offering a
good geographical spread of job opportunities. Eiighnemployment regions can benefit from
remanufacturingemployment at or near to existing manufacturingistdy. Growth in recycling,
re-use, repair activities (and remanufacturing) atsffer the potential to create jobs suitable for
employees displaced from traditional manufacturifdorough expanding circular economy
activity there’s a reasonable potential to redeggaonal and/oroccupational mismatch and a strong
chance that netjobs can beeated with sustained reductions in unemployment.

Key words: circular economy, job, growth, resource efficiency

1. Introduction

The circular economy is a fundamental change in the traditiec@anomic model, and an
important way to change economic growth pattern and achieve knecbaamong economy, resources
and 467 environments. Circular economy through eco-design, waste pewemd increased reuse and
recycling of products, provides that value of products, mateaiats resources is maintained in the
economy for as long as possible.

The most used definition for circular economy is tlitais an alternative to a traditional linear economy
(make, use, dispose) in which we keep resources in use fongaas possible, extracting the maximum
value from them whilst in use, then recovering and reusing produadtsnaterials. Examples of circular
business models include designing products to last longer, whicteadrnd greater reuse and greater
ability to repair/refurbish and re-sell products to support growthha temanufacturing industry; and
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allow for easy recovery of materials when a product is eventuatlycled. Service models, which could
include product maintenance and take back schemes as well agasaténd peer-to-peer sharing
models, also hold much potentigBeasley et al.,2014).

Having in mind this definition, here are the reasaty a circular economy is important.

As well as creating new opportunities for growth, a moreutarceconomy will enhance t®EFRA,
2011)
reduce the waste
drive greater resource productivity
deliver a more competitive national economy.
position the host country to better address emerging resourgéygscarcity issues in the future.
help to reduce the environmental impacts of host production and comsurfiptboth - the host
country and abroad).

2. Resource efficiency and circular economy: current stragies and efforts in EU

Europe 2020 strategy emphasises the policy objectives ofrmldtaidevelopment and is focused
to resource efficiency and EU competitiveness. In end of 20&5Furopean Commission adopted a
Circular Economy Package that seems to be a crucialntunpoint for further implementation of
ecodesign concept into various economy sectors and will contribtitéoting the loop” of product life
cycles through greater recycling and reuse. EU Action Rdarthie Circular Economy establishes a
concrete targets and measures for waste management andeexftaiency by 2030 EFRA, 2015)
Therefore, circular economy development initiatives creae khallenges and draw up the new
perspectives. At the base of circular economy is life dysteing. Life cycle thinking means recognizing
the various impacts that occur at all points along theciitde of the product or material. It also means
recognizing how certain choices — materials used, manufactprowgss, energy sources, distribution
channels, disposal possibilities — influence those impacfgaltice, life cycle thinking means evaluating
the potential influences as part of the decision making pso@dNEP, 2007). Life cycle thinking is a
broad concept that facilitates an integrated assessmethie dbenefits and the burdens in terms of
environmental, social, and economic aspects, for specific progidtsegions, etc. The application of life
cycle thinking requires specific methodologies. Therefore, leirceiconomy is a very complex issue,
involving resource extraction, transportation, production, consumpgtistribution, waste management,
social norms, biological and technological cycles etc. For devejayicircular economy is necessary to
explore the theory of circular economy and possible practicplementation, but to drive broader
changes it is critical to collect and share data, spbestl practice, invest in innovation and encourage
consumers with adequate green product information. The purpoke ehth country is to investigate
basic principles and nature of circular economy, problems éotrémsition to a circular economy and to
propose relevant policies, possible solutions and constructive mschahpromoting circular economy
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(EMF, 2015) The results of the research show that circular economleimentation milestones are:
legal framework, administrative conditions, economic instrumemtispublic education and awareness.

3. Circular economy in Europe: an economic approach

Growing circular economyoffers substantial potential to create jobs throlmiering
structuralmismatch in high unemployment regions in Europevdlmment of a circular economy
involves a major industrial transformation. Pastustrial transitions and the focus on labour
productivity have often involved using less labaueating high unemployment in sonmegions
and countries or for some categories of workerscdrast, the growth of the circular economy can
involve using morelabour and fewer resources to increase the effigie economicactivity
(Fischer et al., 2011 herefore, integrating the labour market impace@fowingcircular economy
into the overall labour market is important asiso allows a distinction between net or additional
job creation and gross jobs where vacancies &ed fily people moving from existingosts. The
report also discusses developing metrics that nneastonomic productivity relative to material
inputs, rather than solefpcussing on labour or energy, so that circulaneowy principlesare more
likely to become embedded in business thinking ¢&liat, 2018).

Europe faces substantial economic and environmehtgdlenges in its use of labour and scarce
natural resources. In 201dnemployment had risen in every single Europeantcp@apart from
Germany compared to 2008 when the financial dvisgan Fischer et al., 2011T here are signs that
employment is recovering and unemploymertterting to show signs of stabilisation (or isifeg|

in some countrieacross Europe), but unemployment remains sharglyehiin manycountries,
particularly for certain occupational types and ggmups.Linking increasing resource efficiency
and growth in circular economy offers a potent@l the creation ofnet jobs that can reduce
unemployment and offer long lastitgnefits to the performance of labour markets iroge.

A circular economy create economic value with mabeur and fewer resources, therefore growth
in circular economy camotentially deliver economic benefits suchidsléce, 2016)
employmentcreation,
lower structural unemployment and
increased materialgroductivity.

Growing circular economies creagzonomic value using more labour and fewer resguttoereby
increasing the efficiency of resource use and emima@ctivity. Integrating the labour requirements
of a growing circular economynto the overall labour market is important; it alallows a
distinction to be made between net or additional goeation and gross jobs creation where
vacancies are filled by people moving fraxristing postsCurrent employment in Europe in circular
economy activities (in theepair, waste and recycling, rental & leasing s&jtis estimated tde at
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least 3.4 million (Eurostat, 2018). Of this totaR Imillion jobs are in repair ofnachinery &
equipment, 400,000 jobs are in repair of computeessonal and other household goods, 700,000
jobs are in wasteollection, treatment & disposal activities, 30@@Jre employed irthe recovery of
sorted materials and the wholesale of waste sgrdp, 100,000 jobs are in in-store retail of sdcon
hand goods an®00,000 people are employed in rental & leasingyifies. An expansion in circular
economy activity appears to offer tpetential to create jobs across Europe throughciadwcross
country differences in unemployment: indicatorscafrent employment in circular economy
activities are broadly in line with the distributi@f total employment across Europe and other
measures of the propensity for countries to speeial “circular economy” activities together with
patterns in the geographicdistribution of these activities illustrate a reasble potential for
European countries to benefit from expansion ioutar economyHobson, 2016) And, there is a
strong potential for an expansion in circular egagoin Europe to offer jobs in mid-level
occupations where there hagen a decline in the number of posts offered (EHIL8).As an
illustration of this potential, an indicative quiication from the analysis in this report, which
envisages a continuation of thmurrent development path towards circular econamigurope,
shows that the potential labour market impact irofge by 2030 igo create 1.2 million jobs with a
reduction in unemployment iBurope by around 250,000 (Figure 1). Inevitablyehere considerable
uncertainties around suckestimates; in particular future advancements inhrielogy could
substantially change this picture (WRAP, 2018).
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Figure 1. Potential jobs created in Europe through gxansion in circular economy activity to
2030
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4. Evolution of resourcefficiency

The proportion of recovered materials (biomassataé& mineralsbut excluding fossil fuels)
in use in the European economy has been increasergime. Between 2004 and 2012 material
consumption reduced by around 800 million tonnésnfass, metals & mineraland excluding
fossil fuels), the amount of material recycled @ased by 163 million tonnes and net imports of
materials reduced. Ovehe same period the economy expanded by 8% apdtwation grew by
around 3% (OSCE, 2017). Figure 2 suggests thaewdaimestic materiaconsumption and net
imports have fallen since 2008, the proportion @itenals recovered from waste in total has
increasedAn indicator of circularity (the amount of matesakcovered from all waste streams
relative to the domestic consumption of materiaisygests that Europe is currently around 20%
‘circular’in its materials use compared to 15% in 2004. A simitardris alscapparentin measures
of raw material consumption (Eurostat ,2014).
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There’s a growing evidence base documenting thieleeo of resource efficiency and recycling in
Europe and the associated expansion of jobs netlyeling sector as recycling rates havereased.
The economy has become more circular as ithgmnded, it is using fewer extracted or imported
resources and more resources from materials rem¥em its waste streamiBischer et al (2011)
discuss the extent to which the increase in rengdias led to the creation of permanent jobs across
the European economy. In 2007 there were 301,000 péofarope employed in the recycling
sector compared with 177,000 in 2000 -merease of 70% - and which equates to an annuralase
of 8% with many of the jobs created being for people wathtively low skills (EEA, 2016).

Figure 2. Domestic material consumption and an indiator of circularity for the EU

Domestic matenal consumption (1 h.s) s Of which net imports of matenials (1.h_s)
mam Of which matenials recovered (Lh.s) e Circularity (rh.s)
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Source: Eurostat, 2014.

5. Prospects for benefits from circular economy

As circular economy activity expands its labourdseare likely to berecruited from the existing
stock of unemployed for occupatiomdere unemployment is higher. In other words if y@unt to
hire alow skilled worker, there is a greater chance ttoat could find someone who is currently
unemployed than would be the caselioingan experienced professional.
The key points arising from the mapping of curremiployment patterns in circular economy
activities are as follow€EMF, 2015)
1. Employment in these circular economy activiieglistributed across Europe and
broadly in line with the distribution of totaimployent
2. The circular economy activities in scope fosthnalysis would appear to offer the
potential to create jobs across Europedgucing regional mismatches in unemployment
3. There are currently an estimated 3.4 milliongbeaemployed inthe repair, waste &
recycling and rental & leasing sectors acrissope
4. Measures of the propensity to specialise irctdar economyactivities and patterns in
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the geographical distribution of broad circular mmmy activities illustrate a reasonable
potential forall countries in Europe to benefit from an expansiocirculareconomy.

Facts for using the opportunity of the potential &0 expansion in circulaeconomy are (Jackson,
2009):
A growing circular economy can offer geographicaligpersedemployment a range
of occupations.
Reuse and open loop recycling activities are lilkelipe the least
geographically concentrated, requiring activityadbcal and regional level across
countries with remanufacturing activity likel be relatively more concentrated and
located near existing OENMhanufacturing facilities.
For both open/closed loop recycling and reuse iiesvthere’s astrong potential to
offer some lower skilled jobs with remanufacturargl recycling activities requiring
a greatermproportion of mid-level skilled jobs.

6. Conclusion

This analysis argues that increasing resourceaesffiy through growth in circular economy
can help address structural mismatch in Europdawutamarkets. A circular economy creates
economicvalue with more labour and fewer resources, theeegoowth in circular economy can
potentially deliver economic benefits such @&snployment creation and lower structural
unemployment byffering a good geographical spread of job oppadtitesr Higherunemployment
regions can benefit from remanufacturiegnployment at or near to existing manufacturing
industry. Growth in recycling, re-use, repair aitids (and remanufacturing) also offerthe
potential to create jobs suitable for employeegldc®d from traditional manufacturing. Through
expanding circular economwctivity there’s a reasonable potential to redusgional and/or
occupational mismatch and a strong chance thalnetan becreated with sustained reductions in
unemployment.

So there’s a reasonable chanteat a growing circular economy in Europe will offe
opportunities forarange of occupations across regions and counfiiesexploitation of the growth
potential of a more circular economgequires use of indicators which will recognise its
contribution.Focussing solely on labour productivity indicatarsl excludingother indicators of
materials or resource productivity may not fuilsflect the economic potential of moving towards a
more circulareconomylndicators of material productivity alongside oth@ticators would better
recognise the potential of a range of more cirdulsinessnodels which have the potential to make
both significantcontributions to economic growth, employment araladavellbeing.
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Abstract:

In the time of competitiveness, circular econamg way to change economic growth pattern
and achieve the balance among economy, resources and environWadstrends show that circular
economy is an excellent way to create jobs and thosease economic growtfThis implies
employment in the retail of second hand goods seetmployment in repair activities by
employment in theepair of machinery and equipment sectors andepair of electronic and
household products sectdhis paper argues that employment in circular esoo@ctivities creates
opportunities for economic growth and a visibler@ase in the level of employment. Of course, this
also depends from the policy and strategy of anyegonent. Taking into account what economic
activities encompass the circular economy, it symppresents a necessity for every society and its
well-being.

Key words:
jobs, employment, circular economy, Europe, growth.

1. Introduction

In the time of competitiveness, circular economyldobe a solution for jobs creation
through its activities. For example, many analyslesw that Europe has skill mismatch. As a
result there are worse labour market performanese.aAeference is takelon Accelerating
Inflation Rate of Unemployment or NAIRU. Tl means that if unemployment is above NAIRU,
than there is positive prospect that the sectqr s)gbed the adjustment toward#itough creating
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additional jobs. Short term job creation may offgmnificant benefits for a substantial period of
time and in the long run, a growing sector ga@rmanently create more jobs is if it can lower the
NAIRU itself.

The term successful economy means prosper in the industry.isTtige reason to think that
companies should be prepared for volatility which is charattefe emerging markets, especially the
year - 2016. According this, 2015 ended with the beginning of a tigigtemonetary policy of US
(Frankel, 2015). 2015 and 2016 are specific for regulatory tightdEwenett and Fritz, 2015). For
example, EU forces insurer to bolster their solvency, whilope and US will report on banking stress
tests. The part where regulators are using their powemsnw&onmental protection—particularly
following the climate change dedlackson, 2009)In energy sector there is a range of measures,
enabling companies to raise their energy efficiency.

Without a doubt, the financial crisis of 2008 Idgfé consequences for the employment rate and
the difficult circumstances to create jobs.

2. Overview of labour market activity in Europe

Analyzes for 2018 show that the unemployment rate in Europe is diO2b, million people are
unemployed. If you make a comparison, we will find that jolatioa is most difficult across Europe
because of the financial crisis that hit all countries hi$ tontinent. An exception to all of this is
Germany, where the unemployment rate is even below thé ¢évanemployment in 2008. More
specifically, Germany is a country that employs work force fedhover Europe and all created jobs
can be filled.

According to Eurostat, Figure 1 and Table 1 show countries acrospeEaind their percentage of
unemploymentFrom the figure 2 could be seen that the highestyoyment rates are in Greece
(26%) and the countries with the lowest unemplaytmrates are Germany (5%Austria (6%), Malta
(6%), the Czech Republic (6%), and the Unitgédgdom (6%).
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Figure 1. Dispersion of unemployment rates acrossutope
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Table 1. Dispersion of labour market activity emplgment and unemployment by European
nation, 2014
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Source: Eurostat Labour Force Survey

3. Perspectives for circular economy activities in &rope

In recent years, we are increasingly witnessingni@aning of the term circular economy.
World trends show that circular economy is an dgoeélway to create jobs and thus increase
economic growthThis impliesemployment in the retail of second hand goods semtagployment
in repair activities by employment in tlmepair of machinery and equipment sectors andepair
of electronic and household products sector, closepéhn loop recycling activity is proxied by
employment in the wholesale of wasted scrap sectors and the waste and recycling saatbfor
circular economy activity relating to servitisation jobs prexied byemployment in the rental &
leasing sectorEMF, 2015)

According WRAP, circular economy successfully ergabs in businesses that opemtesectors with a high
propensity towards circular economagtivities, namely the repair, reuse, remanufaetyirecycling
and rental & leasingsectors (Table 2).
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Table 2. Mapping employment in circular economy agvities to official data

Source: WRAP/GA (2015a)
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Eurostat and WRAP calculate the level of averagpleyment in each country in Europe, that is,
employments that as economic activities belondpéocircular economy (WRAP/GA, 2015a). Figure
2 gives an overview of the created jobs in repaiste and recycling and rental & leasing activities

Figure 2. Estimates of current jobs in circular ecoomy activities across Europe

Waste collection, treatment and
disposal
Repair of computers,
personal equipment and
other household goods

Recovery of sorted
materials

Repair of machinery &

3.4 Million equipment
jobs In
circular

economy

activities In
Europe

Wholesale of
waste & scrap

Rental & leasing activities

Retail of second hand

goodsin store @

Source:Eurostat; WRAP.

Analyzes show that employment in circular econoattvities creates opportunities for economic
growth and a visible increase in the level of emplent (DEFRA, 2015). Of course, this also
depends on the policy and strategy of any goverhrmi@king into account what economic activities
encompass the circular economy, it simply represamtecessity for every society and its well-being
(Figure 3).
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Figure 3. Distribution of jobs in circular economyactivities and total jobs by country
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Also, Eurostat made a calculation that feaste collection, treatment and disposal activities
Bulgaria, Croatia, Czech Republic, Italy & Romania have tighést proportions of employment.
Austria, Estonia, Finland, Slovaki&weden, Czech Republic, France, Hungary, LithuanéSpain
havethe highest proportions of employment in repaiivét@s (repair of machinery & equipment
and repair of computers, personal atber household goods). In store retail of secartllgoods is
proportionately the highest in Estonia, Hungantyla Lithuania and the United Kingdorkor
recovery of sorted materials France, Lithuania, dmkourg, Romania & Slovenia have
comparatively higher proportions of thgmopulations employed while for wholesale of waste a
scrap thetop 5 countries are Bulgaria, Latvia, Lithuanialg®d and Spain.

Countries for which rental and leasing activitiessdn the highest proportion per 10,000 population
are Ireland, Luxembourg, Maltéhe Netherlands and the United Kingdom (Euros@iS82.

4. Conclusion

A circular economy creates economi@lue with more labour resources, and deliver
economic benefits like job creation and lower strced unemployment.. Higheunemployment
regions can benefit from remanufacturiegnployment. Growth in recycling, re-use, repair
activities offer potential for job creation suitable for employeeaspthced from traditional
manufacturingAnalyzes show that employment in circular econoatitivities creates opportunities
for economic growth and a visible increase in theel of employment. Of course, this also depends
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on the policy and strategy of any government. Tgkinto account what economic activities
encompass the circular economy, it simply representnecessity for every society and its
well-being.

In the time of competitiveness, circular econamg way to change economic growth pattern
and achieve the balance among economy, resources and environadstrends show that circular
economy is an excellent way to create jobs and thosease economic growtfThis implies
employment in the retail of second hand goods seetmployment in repair activities by
employment in theepair of machinery and equipment sectors andepair of electronic and
household products sectdhis paper argues that employment in circular esoo@ctivities creates
opportunities for economic growth and a visiblergase in the level of employment. Of course, this
also depends from the policy and strategy of anyegonent. Taking into account what economic
activities encompass the circular economy, it symppresents a necessity for every society and its
well-being. So there’s a reasonable chantbat a growing circular economy in Europe will affe
opportunities forarange of occupations across regions and countries
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Abstract:

Relationship between firm size and profitability has beedistl in many different contexts; however,
limited research is found in emerging countries. The purpotfesastudy is to investigate the relationship
between firm size and profitability by studying the textigdd firms in Pakistan. In this study, data from
top 10 listed textile firms on Pakistan Stock Exchange f20i2 to 2016 was used. Net profit ratio and
return on assets have been used as firm profitability viinite size has been determined through total
sales and total assets. Empirical analysis was condusiegl correlation methods and regression analysis.
The findings revealed that no indicative relationship can beenm case of textile firms of Pakistan.
Additionally, findings showed a negative relationship betwemmn firofitability and total assets which are
in contradiction to many studies conducted in other sectors.

Keywords:Firm size, firm profitability, textile sector, PSX

Introduction:

A substantial amount of scholarly work has been conducted itiglie of finance, strategic
management, economics, and marketing to study the sources itdlplitf for firms. Firm size plays a
vital part in directing the relationship that an organaaenjoys with external environment as well as
within the organization. Larger firms can exercise atgreafluence on other stakeholders. With the rise
of globalization, in the contemporary global economy, large 8ims are having more influence in the
corporate environment (Peng, 2016). According to Bhayani (2010), gmovthhb size of the organizations
is an aspect of economic growth which makes it interestirsgudy that how growth and profitability can
be related to the size of the firm.

The size of the firm includes the capability and capacity ffim in the context of the variety and
amount of the production capacity that a firm can offer toliénts simultaneously. Probably the biggest
advantage for a firm of having a large size is the opporttmityeet economies of scale. In the modern
global era, larger firms can take advantage of this phenonambget a long-term competitive edge over
small-sized companies by maintaining a high market sharepeottlicing at a lower cost. Firms are

willing to expand their scale and size of operations; howekierrdte of expansion is dependent on a
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number of internal and external factors, such as judicial aniticpblsituation of the country. The
difference in the economic system of developing and developed iesuistone of the major reasons for
the varying advantages and disadvantages of firm size (TQG4).

Profitability, in an organizational context, is the amount of profi money a firm is able to
generate within its limited resources. In majority of ¢hses, organizations exist to increase profitability.
All the efforts of management and planning are directed tsvamproving profitability (Best, 2012).
Theoretically, firms that are more profitable can expamir thize of operation easily through internal
financing. However, the whole financing process is not as simplit looks. Firms need to be careful in
selecting modes of financing as it has a direct relatiom stiire price and market standing. If they go for
debt financing, they put their organization on certain risk aadynof the investors might get detracted
(Seitz & Ellison, 1998).

In today’s context, scholars and researchers are exploringediffdimensions that determine
firm’s profitability. Theoretically, there is strong evidenihat a firm can meet economies of scale if it has
a large size (Grover, 2013). Large size firms are considevehave more competitive power in
comparison to small firms. The large resources of larges allow them the opportunity to work in areas
where there is a requirement for high capital rates whiakes them even more profitable with less
competition (AlGhusin, 2015). The firm size also results mhearease in bankruptcy costs as size of a
firm has a positive correlation with the capacity of borrowiog the other hand, smaller firms have
difficulties in borrowing as the amount becomes a significant against the bankruptcy costs (Osborn,
2014). Therefore, larger firms get a significant edge byngifinds in term of long-term debts while
meeting economies of scale which cannot be availed by théesmsiak firms. Large firms’ economies of
scale also allow them to negotiate prices and quantitiasmiore proficient manner because of the bulk
purchases they can make which makes a direct impact on dweaa profitability (Asimakopoulos,
Samitas, & Papadogonas, 2009).

Size of the firm has been used as a predictor of profitaliidifferent contexts; however, the
results have varied which calls for further investigatf the relationship. In our study, we aim to make a
contribution to the existing literature through empirical evigeoicfive-year data from 2011-2016 of the
textile firms listed in PSX (Pakistan Stock Exchange)sHtudy can be applied to other industries and
countries with similar sort of characteristics. This papaimed at making a significant contribution to
literature on the nature and direction of relationship betviie® size and its profitability in context of an
emerging country.

Research Objectives:

The main goal of the study is to investigate the relationshfsm size on profitability of textile
companies (composite) listed on PSX (Pakistan Stock Exchavigegover, the study is aimed to assess
the strength of association between firm size and firm tatofity in context to textile companies
(composite) listed on PSX (Pakistan Stock Exchange).

Scope:

The focus of the study is on Pakistan’s listed textile compdo@saposite). The rationale behind

choosing this particular sector is that it is the backbone ofdbetry’s economy. It contributes to 8.5%
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of the overall GDP. It also comprises of around 45% of theativ@anufacturing firms in Pakistan (Alvi
& Shahid, 2016).
Problem Statement:

A number of attempts have been made by researchers tagaweshe relationship between firm
size and profitability; however, findings have varied fofadént countries and industries. Studies on the
relationship in emerging countries are very limited. Oueassh addresses the gap by conducting an
empirical study of the relationship in context of textile firofig?akistan.

Research Questions:

Is there an impact of firm size on profitability in textdempanies (composite) listed on PSX

(Pakistan Stock Exchange)?

Is there a significant relationship between firm size andfitability in textile companies

(composite) listed on PSX (Pakistan Stock Exchange)?

Hypotheses:
Hi: Firm size impacts firm profitability in listed teldifirms (composite) on PSX (Pakistan Stock
Exchange).
H,: Relationship between firm size and profitability is sigmaift in textile companies (composite)
listed on PSX (Pakistan Stock Exchange).

Literature Review:

A substantial amount of scholarly work is done on studying thdiaeship between firm
profitability and firm size (Babalola, 2013; Dan, 2013; Niresh & Thirunavukkarasu, 2014). The most
significant early work on studying this relationship was conduttedsupta in 1969, in which he
discovered that size of a firm influences capital struatie@sions and determines firm’s profitability in
an evident manner. Dogan (2013) concluded that most of the stuwdigsdcout on examining the
relationship have found a positive correlation between thevav@ables; however, there is a need to
further explore the relationship with strong evidence from vgrgiata sets.

There have been mixed results when the relationship iedturddifferent countries. Serrasqueiro
and Nunes (2008) examined the relationship by contrasting laatgefans with small-scale firm of
Portugal. The data of five years from 1999-2003 showed a signifpositive relationship. Vijayakumar
and Tamizhselvan (2010) conducted a study in South India in wieghneasured size and profitability
and found a strong positive correlation. Shubita and Alsawalhah (20&2)ined the relationship in
Jordanian industries by analyzing the effect of capital streidom 2004 — 2009 which revealed that
firm size had an impact on profitability and sales grov@milar results were observed from a study
conducted in Turkey, Dogan (2013) analyzed the relationship in conteraedifacturing sector from
2008 — 2013. Babalola (2013) investigated the relationship by studyingidsiggock exchange from
2000-2009. Findings indicated a positive association between firenasid profitability. The same
relationship was studied in Iran when Ghafoorifard et 2014) examined listed companies on TSE
(Tehran Stock Exchange) by analyzing their financial perfoomavhich found a substantial effect of
firm age and size on the overall performance of the firm.
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On the contrary, there have been some studies indicating nmmehap or even a negative
relationship between the size of a firm and its profiigbiBecker-Blease et al. (2012) studied US
manufacturing industry and concluded that the relationship is mydsstecific as in large-scale
manufacturing industry of US there was an inverse relatiorefhiipm performance and size. This is in
complete contrast to the early study conducted by Lee (20G8kik/S, he found a remarkably strong
relationship after analyzing more than seven thousand publidty firen in the US. Similarly,
Banchuenvit (2012) found a negative correlation between firm aide ROA in listed companies of
Vietnam. Niresh & Velnampy (2013) conducted a study in Srilankanufiacturing firms and found no
relationship, the study was supported by another study by Velnd20p@)(in which 28 manufacturing
firms were studied and no relationship was formed between e@tepgovernance and firm profitability.
Although both the studies were in contradiction to the study coeduearlier by Velnampy and
Nimalathasan in 2010 in which they studied the performandeaoking industry over a period from
1997 — 2006 and observed a positive correlation between firm pilitfjtand size.

In Pakistan’s context, studies on assessing this relationsh@ been limited. There have been
attempts to study the profitability of firms with differesimensions of working capital ( Shah, Hijazi, &
Javed, 2004, Farooq, 2016; Hamid, Ahmad, Haider, & Rehman, 2@\vgyvhar, researchers have called
for further empirical work from key sectors to gain better kndgéeof the nature of the relationship
The contradictory nature of findings calls for more acadewnck and empirical investigation to
understand the true nature of the relationship between frerasid its performance.

Theoretical Framework:

There are many different methods that can be used to mdasungerformance. We have used
the most widely accepted and common method to measure proftalalitprofitability ratios. The
profitability ratios are used to determine the profitabibfytextile firms (composite) listed on Pakistan
Stock Exchange. The extent of size is hard to measureisasietermined by the ability of a firm and
variety of production operational capacity to provide a rasfggervices and products simultaneously to
its customers.

Figure 1
Firm Size Profitability
Log of Total Sales ——  Return on Assets
Log of Total Assets MNet Profits

The above figure explains the theoretical framework of the rédse@he same framework was used
by Niresh & Velnampy (2014) to assess the same relationsh@pdifferent context in Sri Lanka for
manufacturing firms.
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Methodology:

For our study, we have used a deductive approach in whidrevesing empirical data of top 10 listed
textile firms on Pakistan Stock Exchange (PSX). The topdifipanies were chosen on the basis of
market capitalization.

Data:

Secondary data were obtained from the audited annual reportsfofhthehat are under study. The data
was collected from top ten listed on PSX under the categomgextfle Composite. Top 10 companies
(Azgard Nine, Nishat Mills, Gul Ahmed, Nishat Chunian, andsfic Denim Mills, Crescent Textiles,
Kohinoor Textile Mills, Sapphire Textiles, Redco Textiles and ddasTextiles) were selected on the
basis of market capitalization after reviewing of annual repairtisted textile firms. The data is collected
for a five year period from 2012 — 2016.

Variables:

The independent variables are the variables that indicatsize of the firm. For our study, we have used
total sales and total assets as indicators of firm &te¢urn on assets and net profit ratio are the two
dependent variables in our study that are used to measure thabiityfiof the firm. In order to address
the issue of multicollinearity, we have adopted two models:

NP = B0 + B1X1 + p2X2 + & (Model )

(Model 1)
- Where,

ROA =0+ pIX1+ p2X2 + £

Log of Total Assets = X1

Log of Total Sales = X2

Net Profits = NP

Return on Assets = ROA

Constant =0

Errorterm = E

The table below gives a better understanding of the variables stodg':

Table 1
Summary of variables

Variables Description

Independent Variable

Firm Size (Total Assets) Log of Total Assets

Firm Size (Total Sales) Log of Total Sales

Dependent Variable

NP (Net Profit Ratio) Ratio of profits to sales

ROA (Return on Assets) EBIT x 100 divided by total assets

3.3
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Statistical Tools:
For the purpose of empirical analysis correlation and multigieession methods are used.
Results and Discussion:
Descriptive Statistics:

The mean log of total assets is 10.13; whereas, it range®f@io 11.03. The mean of log of
total sales is 10.13; whereas, it ranged from 9.22 to 10h&mean of net profit ratio is 0.02; whereas, it
ranged from - 0.53 t0 0.18. The mean of return on assef83dswhereas, it ranged from - 0.18 to 0.18.

Table 1.1
Descriptive Statistics

Log of Total Log of Total Net Profit
Assets Sales Ratio ROA

Mean 10.13 10.13 0.02 0.03
Median 10.20 10.20 0.04 0.04
Maximum 11.03 10.74 0.18 0.18
Minimum 9.20 9.22 -0.53 -0.18
Std. Dev. 0.46 0.40 0.10 0.06
Skewness -0.33 -0.71 -3.18 -0.80
Kurtosis 2.92 2.76 16.37 5.46
Jarque-Bera 0.96 4.29 457.07 18.02
Probability 0.61 0.11 0.00 0.00
Sum 506.75 506.60 1.31 1.87
Sum sq. Dev. 10.37 8.07 0.57 0.22

Correlations:
Table 1.2 represents the correlation of net profit ratib imdlependent variables. The correlation of
net profit ratio is insignificant with log of total assés> .05) and log of total sales (p > .05).

Table 1.2: Correlation (Net Profit Ratio)

Net Profit Ratio Log of Total Assets Log of Total&a

Net Profit Ratio 1
Log of Total Assets -0.04 1
0.76
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Log of Total Sales 0.09 0.94 1
0.52 0.00

Table 1.3 represents the correlation of return on asseéttsndependent variables. The correlation of return
on assets is insignificant with log of total assets (p >a@#)log of total sales (p > .05).
Table 1.3Correlation (ROA)

ROA Log of Total Assets Log of Total Sales
ROA 1
Log of Total Assets -.08 1

57
Log of Total Sales -.06 .94 1

.70 .00

Regression:

Regressing net profit ratio on log of total assets andflootal sales gives: (Table 1.4)
Net profit ratio = -0.30 - 0.40Intotalassets + 0.44Intotatsale

The above equations say that log of total assets and log ofdt#a) as a group explains about
56% of variation in net profit ratio (R 0.56). The overall model is significant as F = 6. 65 andDe.
Relationship between log of total assets and net profit ims@nificant as t = -2.74 and p = .00; hence
1% change in total assets leads to -.40 unit change iproft ratio. Relationship between log of total
sales and net profit ratio is insignificant as t = 1.98 @~d 05.
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Table 1.4
Regression (Net Profit Ratio)

Dependent Variable: NETPROFITRATIO
Method: Panel Least Squares

Date: 1211717 Time: 18:13

Sample: 2012 2016

Periods included: 5

Cross-sections included: 10

Total panel (balanced) observations: 50

Yariable Coefficient Std. Error t-Statistic Prob.

C -0.306492 2156897  -0.142099 08878
LMNTOTALASSETS -0.407540 0148238  -2749208 0.0091
LMTOTALSALES 0.440496 0221531 1.988416 0.0540

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0658234 Mean dependentvar 0.026200
Adjusted R-squared 0.559301 5.0. dependentwvar 0107796
S.E. of regression 0.071560 Akaike info criterion -2.230885
Sum squared resid 0.194594  Schwarz criterion -1.772099
Log likelinood G67.77461 Hannan-Quinn criter. -2.056238
F-statistic 6.653369 Durbin-Watsaon stat 2425182
Prob{F-statistic) 0.000005

Regressing net profit ratio on log of total assets andflootal sales gives: (Table 1.4)
Return on assets = 0.18 - 0.20Intotalassets + 0.18Intotalsales
The above equations say that log of total assets and log ofdt#al as a group explains about
61% of variation in net profit ratio & 0.61). The overall model is significant as F = 8.20 anddDe.
Relationship between log of total assets and return on assggsificant as t = -2.30 and p = .02; hence
1% change in total assets leads to -.20 unit change in retuassets. Relationship between log of total
sales and return on assets is insignificant as t = 1.43 antif
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Table 1.5:
Regression (Return on Assets)

Dependent Variable: ROA

Method: Panel Least Squares

Date: 1211717 Time: 1915

Sample: 2012 2016

Periods included: 5

Cross-sections included: 10

Total panel (balanced) observations: 50

Wariable Coefficient Std. Error t-Statistic Prob.

C 0187827 1.258157 0148287 n.esz21
LMTOTALASSETS -0.199746 0.086470  -2.309933 0.0264
LMNTOTALSALES 0184958 0129223 1431308 01605

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0703564 Mean dependentvar 0.037400
Adjusted R-squared 0617753 5.D. dependentvar 0067516
S.E. of regression 0041743  Akaike info criterion -3.2090320
Sum squared resid 0066213 Schwarz criterion -2.850144
Log likelihood 94 72575 Hannan-Cluinn criter. -3.134284
F-statistic 8.199033 Durbin-Watson stat 2220742
Prob{F-statistic) 0.000000

Conclusion

We have studied the relationship between firm size and prdifigaiy empirically testing two models
on data of textile industry of Pakistan. In this study, 10 coriesawere chosen after analyzing the best
market capitalization from PSX, data was collected feardited annual reports from 2012 to 2016. Data
were then analyzed using correlation methods and multiple stgmesn Eviews. The results of the
analysis showed contradictor inconclusive findings. Below istinemary of all the findings:

1) There is a negative and significant relationship betwegof total assets and net profit ratio.

2) The relationship between net profit ratio and log of totaksialensignificant.

3) The combined model, which has two variables (log of total asset log of total sales) and one

dependent variable (net profit ratio), the relationship is megand significant.

4) There is a negative and significant relationship betwegmof total assets and return on assets.

5) The relationship between return on assets and log of totalisatesignificant.

6) The combined model, which has two independent variables (logadfassets and log of total

sales) and one dependent variable (return on assets3|atienship is significant and positive.

On the basis of the above statements, we can concludééhais no indicative relationship between
firm size and firm profitability. The two models developed the basis of our analysis show some
common findings; however, the results are not conclusive to isstablclear relationship. The above
findings reveal that there is a negative correlation betwotal assets and firm profitability as both the
model show a negative relationship. FurthermofesaRies from both the models (0.56 and 0.61) denote
that 56% and 61% of the variation in net profit ratio and retmrassets, respectively, were explained by
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the independent variables i.e. log of total assets andfltgtad sales. Remaining 44% and 39% of the
variations are related to variables that have not besuded in the model. Hence, the inclusion of other
factors might lead to a better understanding of profitability.

Findings of our study are similar to the study conducted in $ka.an which 15 listed companies on
Colombo Stock Exchange were studied from 2008 to 2012. Similar tdimmings, no indicative
relationship could be formed between firm size and profitabiiyesh & Thirunavukkarasu, 2014).
Another study, with the same sort of findings, was conductedntban automobile industry (Kumatr,
2016). Study of data from 16 years showed mixed resultsogs-sectional analysis showed that there
was no relationship; however, time-series analysis showidragositive correlation between firm size
and profitability in the automobile sector.

On the contrary, there have been some studies which have tedhdfferent results. A study
conducted in Turkey on 200 companies of ISE (Istanbul Stock Exchandbg basis of three years data
showed strong evidence of a positive correlation between fmitifitaand firm size indicators (Dan,
2013). The same findings were found in a study in Nigeriahichwtotal assets and total sales were
positively correlated with the profitability of listed fisr{(Babalola, 2013). Therefore it can be concluded
that the nature of the problem is as such that many previadies have found conflicting findings which
are also backed up by the inconclusive results of our sear
Limitation and Future Research:

Our research is based on a small sample size. Futwarchscan get conclusive findings by
increasing the sample size. For our research, only two perioemariable were used (return on assets
and net profit ratio). Other studies may include other pedooa variables, such as ROE, to study if the
same findings are applicable or not. The empirical literaguggests that most of the studies have been
conducted on large scale businesses; therefore, studies drsca®lcompanies might reveal some
interesting findings. A comparative study can also be condectegbaring findings from emerging and
developed countries. Future studies can also compare and coegrdist from different industries of the
same country to assess if the nature of the industry has & rdétermination of the significance and
direction of the relationships.
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“WORKING SMART AND NOT HARD” KEY TO MAXIMIZE

EMPLOYEE EFFICIENCY?

Dr. Evangelia Fragouli (University of Dundee, UK), Irini Ilia (MBA, HOU)

Abstract

Due to globalization and financial crisis nowadays, busindsses been pushing to reduce their
costs in order to survive in the highly competitive environmiEimis creates more pressure on workers who
are called upon to increase their efficiency in ordecdmpete on the global labor market. It is true that
people with the same intellectual background operating under the warking conditions perform
differently. The aim of this study is to define the cona#psmart work", by identifying techniques that can
lead to increased employee efficiency. It is also emachwhether only smart work is enough to produce
better results and finally it is attempted to list thehteéques and tools that will help both employees and
businesses to increase their efficiency. An empirieatarch based on data collected from anonymous
questionnaires that were distributed to employees of a proaahpany working on the same product took
place. The findings of the study could be useful in the HR depattof every organization, providing

suggestions on how to increase the efficiency of their erapky

Keywords: employee efficiency, smart work, hard work

1: Introduction

The last decades we experienced a rapidly changed technolegw@nment. The technological
achievements forced the companies to change the way they operatéer to survive in the new
environment that is characterized by high competition. Aséime time, the organizations are operating in
a global environment with many competitors who are equally good hmahore difficult to differentiate

and have a competitive advantage over them (Gopalakrishnan, @oiE2¥ignificant objective for every
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organization is to increase its productivity, produce moré wie same or less effort and this can be

achieved mainly by increasing the employee efficiency.

1.1 Research problem

In some countries (mainly in the developed) the working hourg)eteby the legislation, are less
than those in other countries (like the developing), and thediugtivity is the same if not more. Besides, it
is well known that for the same task people, that operatmilasenvironment and with similar know-how,
need more time than others to accomplish it. Are thetgibetrkers or are some employees prepared to
work more hours than others (McGovern, 2010)? The key is the efficiemployees might work smart
and complete their tasks in less time than others producirgouoguut with the same effort. However there
are several concerns regarding their performance outcomesty(goflproduced work, appropriate
allocation of sources such as time, etc.). In fact har# i8ait always the same as good work. Being able to
make the difference is the key for an employee to inerkssefficiency. Working smart doesn't necessarily
mean working long hours. It means taking time to plan, budgetimg dnd taking breaks to maximize
efficiency. Besides the fact of individual differencesameiing how people perform, the needs of the

workplace environment nowadays require people to perform effgctiad in smart way.

1.2 Research objectives

The aim of this Study is to study the factors that incrdesemployee efficiency and provide those
techniques that an employee can adopt and those strategias thrgtnization should follow to help its
employees to become smart workers. Factors, like thenaktemvironment, the industry, the market, etc.
that an organization has little or no control over them, arefdiie scope of this study.

At the completion of this study, the following objectivedl Wwe achieved:
a) What means to work smart, according to the respondents’snswe
b) Does indeed working smart is enough for employees to indfezisefficiency?
c¢) Does the technology help employees on working smart?

d) What tools can assist towards this direction?
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The review of the existing literature reveals sevenadiss which investigate the factors that
might influence the employee efficiency. A significant nemdf studies examine the impact of technology,
training and workplace environment, while others are focusing@imtluence of the leadership style on
the employee efficiency. This study contributes to the likeeathrough the combined research of the
techniques and tools that will help employees to increaesie ¢fficiency according to the smart work
approach.

By identifying the root cause of the performance efficienablem the human resources can
modify the mode of operation of the company and provide &mifdoyees the tools to train themselves and
become more productive by working smart and not hard. In other viertisitnan resource department can
adopt a framework that will bridge the gap between what snenean do (maximum performance) and

what actually does as it is the definition of typical parfance (Klehe & Anderson, 2007).

1.3 Methodology and approach

This study uses data collected from questionnaires from guaigesample of employees operating
in the private sector. The questionnaire was distributed thriateyimet to a large number of employees. An
adequate sample was gathered and the data thoroughly andlgeezlirvey research and the analysis of
the collected data between different groups of employeesedrda framework with the techniques and
tools and gave hints on how to be modified, depending on theg gnoup, to be more effective and help the

employees to increase their efficiency.

1.4 Structure of the study

This study is divided in seven parts. The first partigroductory and contains information
regarding the research problem, the objectives of the studyr@amdethodology that was followed. In part
two a literature review of the factors to improve the exypé efficiency is presented. Part 3 contains the
definition of both hard and smart work and an approach on how torfgesmart worker according to the

existing literature. The research design and the methodologyallare analyzed in Part 4. The next part,
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Part 5, presents the findings, a short analysis of the demogrelmdriacteristics of the sample and the
analysis of the collected data. Part 6 contains the discussihe findings, a description of the working
smart approach and the tools that will help employeesoté wmore efficiently. Finally, the last part, the
seventh, contains the outcomes of the data analysis, tltatiims and the recommendations for further

research.

2: Literature review on employee efficiency

In a global environment, characterized by intensive competigéeery company that desires to
maintain and improve its market position should take the negesstions to differentiate itself from the
competition. This can be achieved by acting proactively akitid all the necessary actions that will
ensure sustainability and profitability. The challenge fargwrganization, today more than ever, is to
maximize the skills and competencies of its employees imtist efficient and effective way in order to
increase their efficiency and productivity (Gopalakrishnan, 2012).

Efficiency is related to the quality of the produced wodcamplish tasks with fewer resources or
with less wasted time. Efficient employees completer tlasks in the least amount of time and resources
by adopting several time-saving techniques. By increasingntipdogee efficiency, time might be saved
for other tasks resulting in increased employee productivityedls Nowadays the environment is highly
competitive and forces employees to work more efficientlyalppting time-saving techniques or
changing the way they work according to what the technology imgbsdiand & Bardoel, 2016). In
general, several factors might increase the employéseeffy; some of them require actions from the
organizations, like changes in the workplace environment or gldeighip style, while others are related
to the individuals claiming actions from them. In both caseddtienology with its achievements is a

significant partner towards the direction of improving the eyg® efficiency.

2.1 The impact of technology on employee efficiency

During the last years there was significant progress in teelnologies (databases, big data
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analytics, cloud technology) and in knowledge related to the infmmprocessing (Holland & Bardoel,
2016). Every organization that aims to have a competitive aalyann the global competition and to
acquire workforce that uses its abilities in the mostieffit way, should have a virtual workplace that
will contain all the necessary information that an emplayesds in his every day working life (McGover,
2010) and use technologies that are state-of-the-art. Empldyaearé highly qualified may leave the
organization or even the country in order to find jobs with bstary or work to industries that will use
all their capabilities. Today the challenge is to keep skiled employees within the organization
(Sirichoti, 2013).

Nowadays with the capabilities that technology gives, alrawsty organization has knowledge
bases and is aware of the exact competence of its waekiidontic et al., 2009). With that in hand and
using custom software for enterprise resource planning, emplogdactrity will be improved. In fact
each employee can be assigned with the tasks that aokéneace with his capabilities resulting in an
increase of his efficiency since he can use his skilh@tmaximum and with the same effort might
accomplish more tasks (Sirichoti, 2013).The technology explores anty finlroduces new ways of
working with the goal to help employees to become more@iticThe recent trend is the usage of social
media, which is very important especially for the younger ensgey(Holland et. al, 2016). The
generation Y employees (who were born at early 1980 to 2000) atminoized and it seems that they
use the social media as a way to discuss and debats thsti@re related to their workplace (Morrison,
2014). Holland et. al (2016) found that the usage of social medénployee voice might increase the
job satisfaction, reduce the employee turnover and incteasbor productivity. However, we don't
know much about the impact of social media and their usaganiorganization, by its employees
(Charoensukmongkol, 2014). But in general the use of social medig doe working hours has affected
in a positive way the job performance and employee productsitggherd, 2011).

Most of the organizations that have their personnel physicidlpersed have introduced and
promoted the usage of custom software that will connecthallemployees (McGover, 2010). Such

platforms except for communication might support file trangeyup chats, desktop sharing and many
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other features bringing people closer and eliminating physical boasd&bllaboration between the
employees become more effective and tasks that need coordicatidre accomplished with less effort.
Employees have the ability to multi-communicate, interath wiore experienced people one-on-one or
in group chats, discuss their tasks, get hints, and do lmamet on how to complete their tasks more
effectively (Turner et. al, 2007). This open communication @aake employees quickly address their
questions to the right persons, not losing time reinventing leeMand accomplish their job in less time

(Aral et. al , 2007).

2.2 Employee efficiency in the era of competitiveness

In information-intensive industries, multitasking might be a wayincrease the productivity.
Multitasking might be considered as the task-switching, ashp$ygists call, between two or more tasks
which are contingent. This kind of task-switching might be pasgince the worker can switch from one
task to another when he feels that has reached a dead egd back later with clear mind (Buser et. al,
2012). Additionally there are many tasks, mainly computer-baed, might be simple in their
implementation but also time consuming. By multitasking, emgleyean reduce their completion time
and increase their efficiency. The asynchronous technology bkemecinication via email, supports
multitasking while the communication via phone is direct and demnganding (Aral et. al, 2007). In case
of routine tasks or tasks that are not complicated or demandingtaskiitg can increase the employee
efficiency when the working time is allocated properly (Adte al, 2012). However, it seems that there
is an inverted-U relationship between multitasking and engglgyroductivity (Adler et. al, 2012). As
Aral et. al (2007) state in their study, multitasking beyordréain point has negative effect on employee
efficiency since high level of multitasking is linked withigher task error rates. In high levels of
multitasking loss of efficiency is observed. Complica&sks cannot be performed in parallel with other
tasks in order to avoid errors and don’t make discounts in the quatite groduced work (Buser et. al,
2012).

In a global environment, where competition is intensive almosevery industry, the
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organizations should invest on the training and development of thrsrpe! in order to retain their
profitability and viability. Employees should always be compelenih socially and technically and this
can be achieved through continuous and systematic traininginminty framework should be designed
based on the needs that were identified (performance gajuitional skills and knowledge).
Participating in such courses and acquiring new skillgriyes employees’ ability to perform their tasks
in different way resulting in increased efficiencysfAw et. al, 2015). Nowadays, knowledge quickly
becomes outdated which means that it is important to trairdavelop new skills on a regular basis. The
acquired know-how should be used in order to design and produceesewith higher added value
(Gopalakrishnan, 2012). Innovation is the key for success. By designohgmplementing innovative
products and services, the organization enforces its presanteeimarket. Companies that are
characterized by team spirit, ability to respond verytiashanges and their employees are eager to share
their knowledge and generate ideas over brainstorming, arevereati

Incorporating in the personal development plan of each employ®éienum number of
trainings that he should participate, forces the personnelguwiracnew skills or refresh some of the
existing. The combination of experience and advanced know-how ideah scenario and makes the
employee to take advantage of all of his capabilities anfdrmpe his tasks more efficiently (Eneh et. al,
2015).The human capital of a company is very significant fer pitofitability. For this reason,
organizations invest on the competence development of their emeplofyhe employees with good
know-how on the processes and their tasks are more important thamitiosecial skills. Sharing the
procedural information, employees can handle recurrent problemmsoria efficient way Aral et. al,
2007). Managers should promote knowledge sharing, through intermadsaand pair-work, to acquire,
all the employees, a minimum level of know-how (Kontic et. 2009). In general, experienced
employees can make the appropriate prioritization in thekst and since they know the processes can
decide or ask for advice on how to bypass the constraints thhat delay the completion of their tasks
(Rapp et. al, 2006). Experienced workers usually have budtwonk of people, can easily request help

from the proper person and delegate tasks, if it is negedsathe right person (McGover, 2010).
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Summarizing, the experience is the secret of the sudtesight help the employees to explore how to
work smart and improve their efficiency by reducing tasks comoplé¢ime (Rapp et. al, 2006).
2.3 The influence of the leadership style on the employe#iciency

The main objective of each organization is to meet the cestogeds and increase its perceived
customer value. To achieve this goal, the employees should lve afvhe company’s values and get
inspired to be part of its success (Abdul et. al, 2012).dtusial for each organization, to develop leaders
that follow the empowering behavior and inspire everyone to work gfbiceently (The Ken Blanchard
Companies, 2009). Employees that are provided with all the s@getols, resources and the proper
direction perform at higher levels, since they are awhtlkeocurrent priorities, can bypass obstacles, and
complete their tasks in the proper way. It is important forkkens to have clear direction on their job, in
order to avoid working on tasks of low importance and not in other maeieaktjust because they are not
aware of the priorities. Leaders that promote the partioipén the decision making process and remove
possible bureaucratic restrictions make the employees feeurable and be more effective and
efficient (Rapp et. al, 2006).

Additionally the leadership style that is adopted by the masagdght affect the labor
productivity. Umaru et. al (2014), at their research found thaiodeatic groups show higher efficiency
because of their effective cooperation while the attitudasale met in autocratic groups might reduce
the employee productivity due to higher labor turnover. The existehdagh employee turnover
indicates that the employees are not satisfied by theiafubit affects in negative way the employee
and the overall efficiency of the organization (Ramzan, 201&ying in mind that high turnover rates
reduce the workforce of the organization and increase the aeatldf the remaining employees and the
organizations’ incentive to provide training programs is redugethe same time, the outcome is lower
employee efficiency and productivity. Being in an environmenerehpeople feel uncomfortable

employees are working with less output efficiency (Abdul eR@l2).
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2.4 The impact of the workplace on the employee efficiency

The working environment, through its infrastructure, might help eyegls to work more
efficiently. For this reason it should be designed in suchnexathat it will satisfy the needs of the
employees for natural light, ventilation and climate contogl providing good working conditions and
serve, at the same time, the work processes in theappsipriate way (Petrova, 2011). There are several
studies (Haynes, 2008, Petrova, 2011) examining the impact offléxéle” or “smart” working
environment, not only in terms of flexible office layout but afsterms of time flexibility and locational
mobility, on both employee efficiency and productivity.

Depending on the employees’ daily tasks and the work processesyddking patterns were
identified: Hive, Cell, Den and Club (Haynes, 2008). Hive isatlét for work based on individual
autonomy with no need for interaction, while cell is moreasldt for work that needs concentration. Den
is ideal for group work where cooperation is the key andlfireilib, where the individual autonomy is
increased and there is also need for brainstorming (Ha8@8). In smart workplaces there is a mix of
the four aforementioned workspace types (Petrova, 2011) with both sgece offices and rooms
provided for privacy and concentration, resulting in the coexisteof the individual and team based
work (Haynes,2008). The face-to-face interaction is promotedighr the open space offices increasing
the collaboration of the employees, which is very cruciak@sfly when projects are undertaken by
teams with many members where coordination is needed, db&pr solving becomes easier due to the
open communication and possible brainstorming, and consequentlykbeaasbe accomplished in less
time improving the employee efficiency (Hammed et. al, 2009).

Being flexible in the working hours means that the employees ttes opportunity to perform
their tasks at the most appropriate time, especially when have to collaborate with colleagues or
customers in other countries, where time difference eXibis.flexibility is supported by the advances of
the technology, which brings the people closer even on a renuatoly distance is eliminated, and
makes them work more efficiently individually or in virtteams (Petrova, 2011). The employees that

are allowed to control their starting and finishing time,rifiste their workdays over the working week
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and set their breaks according to their needs can use thegffioiently and accomplish their tasks with
less effort (Beckmann et. al, 2017). By adopting the idea afbfte working time or self-managed
working time, employees can decide about the duration or ta&dooof their work, from office, home,
café or airport (Attkinson & Hall, 2011) eliminating possible ofW to family” conflicts. The
organizations that develop the idea of work-life balancenindy removing possible time-based or
strain-based conflicts (Myilswamy & Gayatri, 2015), helpitlemployees to have less stress and become
more efficient since they are happier, highly motivated a&lld to focus on meeting their deadlines and

producing work of high quality (Humbert, 2010).

3: Smart work vs Hard work: the debate, influential factors strategies

The last years we experience a global financial criseatbning the organizations around the
world and made them reconsider their strategies (McConnell) 20he working environment became
highly unstable and competitive. The economic crisis causddurngmployment rates, suppressed the
wages and made employees feel threatened (Judge & Kamialer, 2012). Due to reductions in the
workforce employees are getting more responsibilities and they toawork harder, sacrificing many
hours, in order to cope with their new duties (Feldman, 2002)th® other hand, workers are forced to
work smart and respond to the pressure of the competition inégtaa healthy psychology, without

influencing their work-life balance (Donnelly, 2006).

3.1 Smart work vs hard work
3.1.1 Views about working hard

For many decades, the hard worker was considered as a sabief@ the organization and the
workaholics, people who are used to work many hours, were vipagtively, recognized and rewarded
(Douglas & Morris, 2006). The result was the creation ¢&fead towards work for long hours due to
consumerism, or due to the peoples need for recognition (Kuhn, 2007)ioAdtly the aforementioned

trend is maintained in many nations because the culture indaghe way people perceive the meaning
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of hard work (Fang et. al, 2004). However it seems that nowalays are employers recognizing that
working for many hours does not necessarily means that the empfogere productive (CIPD, 2008).
By devoting long working hours in a daily basis, the employee kadilae for everything else affecting
in this way the quality of his life (Hassan 2016). The humaads@nd wants can be satisfied by her/his
work, and by working too many hours the need for socializing and deepwuination cannot be
accomplished leading to work-life imbalance (Myilswamy &&iai, 2015).

3.1.2 Approaches towards working smart

The globalization forced a lot of changes to the nature of iarlexample, full time employment
was replaced by part-time or outsourcing, the new workfor¢emgorary since the employees can be
replaced easily (Kazi, 2011). In this highly competitivevionment the only way to succeed is by
working smart. The term “smart work” is not something new iangl not easy to give a clear definition
for it. Smart work is what makes the difference, an appréaarganize work in order to improve the
employee efficiency and achieve high outcomes (CIPD, 2008).

Working smart is the way to achieve the maximum valuehi@inivested time and effort, all these
elements that each employee should implement in his strategydér to be more productive without
spending long hours in work (CIPD, 2008). Another approach of smart iwdihe practice that is
characterized by flexibility in working location and time, supgdrby the tools that technology offers
and in general provides the best working conditions to the emplagesccomplish their tasks (Raguseo

et al., 2016).

3.1.3 But is it enough just to work hard or smart?

As Khan (2016) states, traditionally, working hard is consideretietdhe cornerstone of
achievement. From our childhood, we are taught that we should watkrharder to succeed (Fang et.
Al, 2004). However, many people do not achieve their goal ewbeyfhave worked hard on it. So, what
was wrong in their strategy? The key is to work smarkarsanart choices or get the right decision. Work

smart to make the difference. Smart people move up the lashldast (Khan, 2016). However, working
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smart is not the panacea; it is only half way to sucddesohey, 2013). Working hard or smart cannot be
separated from each other, even if someone works hard he heskéosmart choices. People have to
work smart in order to plan their goals and then work bawachieve them (Khan, 2016). Working hard

gives you the desired results but working both hard and smast givethe best results (Moroney, 2013).

3.2 Influential factors — Strategies

The globalization integrated the world. The barriers weraoved, taxes were reduced if not
removed and the free market became a fact. The goods aizksesf each company went out of the
country’s borders and entered the global market, which is dbawsd by intensive competition (Aspray
et. Al, 2006). Firms were impelled to suppress their costs rmeréase their productivity in order to
survive in the new environment. Moving to this direction, aeaibje of each organization is to boost the
efficiency of its employee and attract talented employe®s the global market due to the existence of
free labor movement (McMillan & Rodrik, 2014). Summarizing ¢hallenge for every employee that is
competing in the global environment is to make the differebeepme talent by adopting the practices
and acquiring new skills that will help him to increasedifgiency with the same effort, in other words

to work smart (Raguseo et. al, 2016).

3.2.1 Employee time is the most precious resource

Everything is a matter of time and through the appropriate éithocation, worker can accomplish
more tasks. By teaching the people how to make a daily ptarthve ongoing tasks, prioritize and handle
the incoming tasks that were not scheduled, employees wilatgomore efficient (Claessens et. al, 2007).
Every employee can make his schedule for the next days amdahadea on what comes next (Dillard,
2012). By having clear requirements for every single tasle is saved for other activities.

By making the appropriate prioritization, the employee knows hwvliie the most important tasks
and can start his day with those, since the most productive heuns e morning when he has clear

mind. In case he comes to a dead end, smart worker has nonprimbkesk for help and through the
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network he has established can address his questions to thepmagiriate person (Dillard, 2012). Most
of the employees are asked to undertake multiple tasksrafigbaSwitching between tasks might be
exhaustive for some workers but might also be a way to retneghmind when they get stuck and come
back with a fresh eye (Madjar & Shalley, 2008). Working ultiple tasks is a smart strategy that gives
the opportunity to reallocate the time between the tasks dureigdxecution (Buser & Peter, 2012).
Multitasking is not appropriate for complex tasks while it @sirsuitable for routine or time consuming

tasks that are simpler in their implementation (Madjarh&ly, 2008).

3.2.2 Be the talent that every company seeks for

According to Garllando et. al (2013), talent is a speciditylinat someone has, and when he uses
it, makes the difference and comes above the rest of teambene Consequently, the talented employee
is usually considered as high performer in the specific &Ballando et. al, 2013). As talented is
considered the person that has an innate ability in a spéelific(Tansley, 2011). However, Pfeffer &
Sutton (2006) state that a talent can be acquired with the catioiirof training, experience and hard
work.

Personal development is the only weapon that the employeesrhaveer to become talents,
respond to pressure and stay ahead of the competition (D&@@). Highly educated workers, eager to
work for long hours with low wages, are available in the labarket and clamp both employees and
organizations (Aspray et. Al, 2006). Individuals through trainingsecaith their skills, acquire new that
can be used to become more productive or enable them for joiburequirements (Milhem et. al, 2014).
By investing in their personal development employees cateper higher job security and have better
control over their career (Lee & Bruvold, 2003). The key to ss®ds flexibility, meaning that the
employee should be fast learner and adapt quickly to eviergtisn in order to survive in the rapidly
changed environment where the knowledge becomes obsolete with fasKpawdedge is the most
highly valued asset that gives a competitive advantage bagmployees and organization (O’'Neill &

Adya, 2007). Becoming expert in a field, the employee works mdiczeetly, produces work of high
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guality and finds the way to accomplish his tasks with [#est@nd time (Garllando et. al, 2013).

Knowledge is strength for employees and competitive resdordbe organizations (O’neil &
Adva, 2007). Knowledge sharing is a sending and receiving processaittatemployee should adopt
since only good things can gain (Foss et. al, 2009). In this wagnthéoyee can create a good network
and ask for help from the right person every time it isessary (McGovern, 2010). It takes less time to
implement a task when you ask for help from an expert ifighe when you get stuck; there is no need
to re-invent the wheel.

Through the knowledge—sharing process new innovative ideas might batgdmesulting either
in the designing of new tools that will alter the way thekyees work (Umashankar, 2011), or in the
generation of new products and services improving the compaéggeof the organization (Sadikoglu &
Zehir, 2010). Most of the organizations nowadays consider the innovattvity as something
mandatory for their wellbeing. The companies seek for empdopassionate with innovation since it

might result in increased productivity (Osman et. al, 2015).

3.2.3 Flexibility is the key word

Workplace flexibility is considered the ability of employeeshoose where they will work, when
and for how long (Hassan, 2016). In this way the workers can atistworking hours in the most
appropriate way (Golden, 2012), by making possible the commuricand collaboration of
employees located in different time zones, promoting thetende of virtual teams with members from
different sites (CIPD, 2008). Employees can take breadar their mind and come back more productive
(Feldman, 2002).

The employees that work remotely from home, through the technoleggaramunicate with
their co-workers in real-time as if they were close tonth@he workers should be aware of the
information technology, the available tools, have agile skilts lze adaptable to change (Hassan, 2016).
The idea of working smart helps people to maintain their wéekblalance since their responsibilities in

professional life will not conflict with those of their persohi (Myilswamy & Gayatri, 2015).
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Additionally, the organization should have the knowledge availablalfahe employees in a
common place, make the necessary alliances and agreeimantgilk improve the knowledge sharing
process and provide computer-based training or platforms that opsriat@ning centers (Yuliani-Suseno,
2006). Each employee should be able to access easily the itilorrha wants. Through the use of the
existing and new technologies the technological innovation cachieved affecting in a positive way
the employee performance (Dasgupta et. al, 2011). The routine ¢ask$e performed through

automation or clearly defined process saving a lot of working.tim

4: Methodology

In this part the approach that was followed for gathering dataaalgsis is presented. The basis
for developing the research methodology of this study was the fsxdliom the literature review. The
next sections describe the research method and the destugs sfudy. Additionally, in this part is also

included an analysis of the demographic characteristidg$tudy's sample.

4.1 Research’s method

The objective of the scientific research is to buildestific knowledge by finding laws and
creating theories that can explain natural or social phenonsnghe science, in general, is based on
theories and observations, therefore the scientific reseanmsist of the theoretical and the empirical
level. The theoretical level develops abstract ideas abgltenomenon and builds theories by finding
possible relationships between concepts while the empirigallilevestigates the theoretical concepts and
relationships to figure out how well the theory reflects ribaity with the goal to improve the existing
theories. Therefore both theory and observations are signifimatite scientific research (Bhattacherjee,
2012).

The qualitative analysis is an exploratory research, tsadderstand the underlying reasons,
opinions and motivations, describe the problem or develop ideapothieges for eventual quantitative

research. The qualitative data is text data colletath interview transcripts. On the other hand the
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guantitative research is used to quantify the problem by usingerical data that can be transformed into
useful statistics. It is used to quantify opinions, behavettgudes etc. and extract results from a large
sample population. It uses measurable data to describefatteveal possible patterns. The quantitative
analysis is driven by statistics and independent on the reseavhhe qualitative analysis depends on the
researcher’s skills and knowledge.

The various research methods were examined and the authorddéxidee only quantitative
methods in order to examine the main objective of the stayely the most important factors that are
necessary for an employee to work smart. The quantitapgroach that was selected is the most
appropriate based on the research questions that are invagktigathe definition of the term “working
smart”, b) if working smart is enough in order to increase e@imployee efficiency, c) whether the
technology helps employees on working smart and d) which factommportant in order to become smart
worker

The author is interested in exploring whether the definition osthart work, the feeling on what
is necessary today and the factors that lead someoneaméextnart worker differ between: a) men and
women b) different age groups c) different working experiencdiftBrent job positions e) different
educational levels f) people working different number of houns. Main objective of the research is to
record the factors necessary to increase the employederefy and provide the corresponding
framework containing all the tools that will help the orgatipbns to promote and adopt the approach of
smart work, and the individuals to increase their effigteBy analyzing the collected data from different
perspectives, the needs of each target group are identifiecceomded and therefore, organizations are

able to modify easily the provided framework and use it moreiexftly.

4.2. Data Collection
Date can be classified in many ways however the nashwn classification is based on who
collected the data. As primary data are considered tte atdliected by the researcher for a specific

purpose, gathered mainly through questionnaires, interviewQetthe other hand, the secondary data
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are collected by someone else for another purpose but is used @sdlaecher, are usually found in
books, articles, reports etc.

In this study the author uses both data types; the litenstused in order to collect information
relevant to the topic of the study while primary data cabbecperformed through short questionnaire.
The author through the review of the existing literature call¢iot key concepts and issues that are
related to the scope of the study to create the base intordeart her study. The main sources for the
secondary data collection are google scholars and inteureigjs. Since the base of the study is created,
the author proceeds with the collection of the primary data @simgperly designed questionnaire. The
main advantage of the primary data is that the data aectal from the researcher specifically for the

purpose of the study, thus data are recent.

4.3 Survey research

The survey research is a research method that usesognests or interviews to collect data
about people, their thoughts, feelings, preferences and behadh@snethod is a very popular method in
social sciences and used in quantitative research edpecien the studies involve individuals as the
unit of analysis. The reasons that helped the authordotsaid use the specific method are the following:
The survey research is ideally suited for measuring unoliserdata, like people’s preferences, thoughts,
feelings, attitudes and behaviors. Also, the sample ofdbearch is geographically dispersed in three
different countries with significant time difference betweleem, thus a survey sent by e-mail can easily
reach them. This method is preferred by some respondentstsasseiies the anonymity and people feel
that they can be expressed freely. At last, the suns®areh is economical by means of researcher’s time,
effort and cost. However this method is subject to a nurobesiases, like sampling bias, social

desirability bias, non-response bias and recall bias (Bhatjeeh2012).

4.4 Questionnaire design
The survey research was performed through a structured questoiiin@ questionnaire is a way

to gather data in sample surveys. This tool was selectedoditis advantages. It is the quickest way to
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collect the required data, it can be distributed torgelaaumber of participants at the same time and the
participants have the time to think and answer the required@pgat their time.

A structured questionnaire was designed based on the ne#lds sfudy and the review of the
existing literature, and distributed by e-mails to a langeber of employees of a large organization. The
author used a questionnaire short in length, clear and to the Bbmtdecided to focus on thirteen
questions in total, that could be answered easily and w&rgatized in two sections. The first section
contains the demographic information such as gender, age, iedatdtackground, job position and
working experience.

The second section includes all the questions that are agcéssanswer the research problem.
The main questions are the definitions of smart and hard wuekimpact of the technology on smart
work, whether it is adequate just to work smart today hedectors that are important in order to adopt a
smart work approach. Moreover there are one or two questianadha repeated, rephrased, in order to

check the validity of the answers.
Type of the questions

The questionnaire includes the following types of questions: d3ecknded questions, 2) Open—ended
guestions, 3) Multiple choice question ,4) Question with an airsgvecale (5-point Likert scale with

1="not important’ and 5="very important’
Inform the participants

The author had informed the teams and their members dimstudy and that they will receive
an email on the upcoming days requesting their participalio&.questionnaire was distributed through
email to all the employees of a specific project in afersre development company in the ICT industry.
It was also clarified that the survey is anonymous anddbeived answers will be used only for the

purposes of the specific study.

Questionnaire’s distribution

The questionnaire was running on Google docs. The research linlsemago the author’s
colleagues through an email. The distribution list containedhergs (developers or testers), managers

and top level managers who are working in the same préjtet.a period of one month a reminder was
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sent to the participants.

4.5 The sample of the study

The sample is the group of people that participate in theareh, called participants, and were
selected from the population through the sampling processislrstiidy the participants were selected
through convenience sampling. The criteria used for the selagftitie sample were that the participants
should be occupied in a specific industry (ICT) to ensurethiegt operate in similar environment and the
time limitation. Thus the researcher selected the partigpasinhg the convenience sampling technique
which is a non-probability sampling technique where the sampldeistesg mainly because it is easily
accessed.

The target initially was to collect at least 200 papaeits living in different countries, working in
different projects but all members of the same business df a large organization. The specific
organization was chosen in order to have a sample with the saperiences (working environment,
culture, values, processes, etc.) but working in differenitipns. The responsible people from two
projects were contacted to be asked for their contributidinetoesearch however the people from the one
project could not help during this time period due to their workboatistrict deadlines. So the researcher
contacted 200 employees of an organization, working in tine gmoject and living in different countries,
however only 111 individuals responded. The number of the pamitsipvas a surprise for the author
since unfortunately, it was under her expectations. Thergtsgdaced a strange negativism on filling the
guestionnaire even if the people were informed that the swrasyanonymous and only for academic
purposes. The survey was open for a period of 2 months (from Maiéhto May 2017) and out of 200
who hit the survey link only 111 answered all the questions., Thesesponse rate was 55.5% which can
be considered as adequate for analysis, since responsefratésast 50%, for questionnaire surveys, is

adequate (Rubin & Babbie, 2009).
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5: Research findings and analysis
In this part are presented, in short, the demographic chasiiceeand the research findings. The
author describes the collected data in order to have airfigtation about their characteristics. The
collected data is analyzed through six different perspectivesder to identify possible relationships
between the variables. The goal is to create a framethatkboth the individuals and organization can
adopt in order to achieve better efficiency. For this reaigpoasible target groups are investigated to
identify possible differences in the responses. All relabtes and figures can be found in the Appendix

5.1 Demographic characteristics

The sample was consisted of 111 employees, 65 (58.6%) meheareftaining 46 (41.4%) were
women. A significant objective was both genders, if it issgals, to be equally represented and it seems
that this was achieved. Furthermore it is shown that mosteofespondents were between 30 and 40
years old (60.4%), while the groups below 30 years old andebet 41 and 50 years are equally
represented (18%) and the rest of the respondents (3.6%) ar&loyears old. The majority of the
participants, almost 62%, have been working for 5-15 yeargnifisant amount of respondents (21.6%)
have working experience less than 5 years and the rdwtrafdre distributed in the two other categories,
10.8% have been working for 16-20 years and the remaining 5,4%byears. Additionally most of the
participants are engineers (73%) and the rest of themthesr eianagers (23.4%) or top level managers
(2.7%).

Regarding the educational background of the respondents it seenall ttiet categories had
sufficient participation except for the category “High School”akhhad only one participant (0.9%). The
majority of the participants (64.9%) had MSc while 25.2% B&d and the rest 9% had PhD. Only one
out of three employees works for 40 hours per week. The fa$teorespondents indicate that they
perform overtimes in a regular basis .Moreover, it seemstkie employees that work for long hours,

have the flexibility to work remotely . Almost half ofetlparticipants believe that they are both smart and
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hard workers as time dictates This is verified by thétfat most of them devote a lot of personal time in
order to accomplish their tasks. Summarizing, most of th&ipants were between 30 and 40 years old,
engineers, with higher education (bachelor’'s and master's degred&jng more than 40 hours and with

working experience between 5 and 15 years. In generalaitépresentative sample of the workforce in
the software development industry of Greece since it is torsdwat was developed mainly the last

decades.

5.2 Definition of smart and hard work
The majority of the participants, almost 90%, agree thah&yerm working smart we refer to the

way people organize their tasks in a more efficient wagthier words means better time management.

What is the meaning of “smart work”? Count Percentage
make good decisions 4 3,6%
organize your work in more efficient way 99 89,2%
work fast 0 0,0%
use up-to-date tools 4 3,6%
easy and global collaboration 3 2,7%
Other 1 0,9%

Table 5.2: Definition of smart work

On the other hand, it seems that the 70% of the peopleddtat making sacrifices in order to
achieve your goal, is the definition of hard work. While the Ztétes that working hard is synonym to
work for long hours (Table 5.2.2). Both views are consistertit thi¢ literature since by working for long

hours every day, the employee has less time for everytigegcausing work-life imbalance.
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5.3 What is necessary today for better employee &fiency

Almost 2 out of 3 participants state that throughag work employees can achieve better
efficiency and the rest of them believe that tlediiciency might be increased with both smart aaddh
work (Table 5.3). In the question on what is impattin order to improve the competitiveness, the
answers were distributed almost equally betweensthart work and both smart and hard work . The
participants have also indicated that in situatiwhich stress the people, like the financial crigeface
the last years, it is important to work smart, medesdifference, and increase the employee prodtycti
However, half of the respondents believe that itasessary to work hard as well, implying that virogk
both smart and hard employees will get the bestitseesvhich is close with what Moroney (2013) sthte
Additionally the respondents believe that todaysiexpected to work both smart and hard in order to
achieve the expected results due to the increasellomd. This is the feeling of the employees who
believe at 61% that their employers expect themvddk both smart and hard . The given answers,do th
guestions related to what is necessary today iera improve the employee efficiency, indicatet tha

through working smart employee productivity canifmgroved resulting in increased competitiveness

(CIPD, 2008).
What is important nowadays
70.00%
60.00%
50.00% m Not important
40.00% W Low importance
30.00% Neutral
20.00% —] - Important
10.00% M Very important
0.00%
Smart work Hard work Both smart and
hard work

Figure 5.3: what is important nowadays to improve lhe employee efficiency
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5.4 Technology and other important factors contribiing to smart work

'ELITE HALL PUBLISHING HOUSE

Evidently, the technology is responsible for mokthe changes in the way people work. The

breakthrough technology achievements provide thés tthat are necessary to adopt the working smart

approach. Almost all of the respondents (94%) atiraetechnology is their ally and unfolds the nsetn

organize their work in a more flexible and effidievay (Table 5.4.1). By identifying the most impant

factors that increase employee efficiency, thest@itling employees to become smart workers are also

revealed. So the participants were asked to ineliw&iich are the factors (based on the existingalitee)

that improve employee efficiency and indicate theiportance. It seems that the 78% of the employees

(Table 5.4.2a) indicate that through the persoraktbpment process (acquire new skills and knovdgdg

they can work smarter and increase their produgtiiihe next factor is time management with 63%,

indicating that the way people organize their wigrkery significant if they want to work smart asave

time for other tasks.

Factors that contribute to the smart work
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71'6.567/0

80.00%
70.00% 63.06%
60.00% 52.25%
50.00% 37-84%
40.00%
30.00% 22.52%
20.00% N
10.00% 1.80% 2.70%
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Figure 5.4.1: Factors contributing to smart work

As the following figure indicates, all the factase important in order to adopt the approach of
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working smart .The highest ranked factors are timanagement, proper use of technology and
continuous personal development. Additionally, iogyants were asked to indicate what they feel is
necessary to become smart workers. This questiosed to check the validity of the answers sings it

similar to the question about the factors that iarportant in order to work smart. The respondents
answered as it was expected, indicating that theeldpment of new skills and the proper time

management are crucial for working smart and migiprove their efficiency .

5.5 Analysis per gender

The collected data was examined from the gendenmt i view. It seems that both genders
respond similarly in almost all of the questionawéver, we have to point out the trend of men tokwo
for long hours .This might be explained by the fizit women have to work a “second shift” at home
(Feldman, 2002). Another observation is that thiéoas that are necessary in order to increase the
employee efficiency and work smart depend on thelge The correlation is weak . However, it seems
that the majority of men believe that through tleeelopment of new skills their efficiency will irease
while women think that both better time managementl development of new skills is equally

important .

Necessary actions to become smart worker

40.00% -
35.00% -
30.00% -
25.00% -
20.00% -
15.00% -
10.00% -
5.00% - H Men
0.00%

®Women
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Figure 5.5.2: What is needed to become smart worker

5.6 Analysis per age and working experience

In general all the age groups (below 30 years, 30-40 years, 4@a5€ gnd over 51 years old),
responded in the same manner. But some interesting things appdaset of the people below 30 years,
with experience less than 5 years, believe that tfieitilen of hard work is to make sacrifices to achieve
your goals. As people grow, thus their working experience accussulditey believe that working for
long hours can be considered as hard work as well.

All the respondents recognize the importance of smart wodkder to increase their efficiency
and competitiveness; however it seems that as people beslder they realize the importance of hard
work in order to achieve their goals. Almost all the padnts believe that today it is necessary to work
both smart and hard, in order to survive in the highly conipegnvironment . Almost all of the
participants believe that through better time management amtogewent of new skills and acquiring
new techniques on how to accomplish their tasks, will impribegr efficiency. As experience is
increased, people identify the need for delegation, sincadbdyessing the right task or problem to the

right person the completion time of the task might be dealease
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Needed actions

50.00%
45.00%
40.00%
35.00%
30.00%
25.00%
20.00%
15.00%
10.00%

5.00%

0.00%

M Below 30 years

m 30 - 40 years

41 - 50 years

m Over 51 years

&
“
<&
(4
é@
S
X
i 0

Figure 5.6.1: Necessary actions to increase the phactivity

The analysis between groups with different workéxgperience did not revealed something new.
Actually the findings, as it was expected, are kinto those of the previous paragraph since thkiwg
experience is related to the age of the employ@svener the author decided to perform this analysis,

even if the outcome was expected, as a way tahteseliability of the sample .

5.7 Analysis per job position

Two groups were examined, the engineers with 81 lmeesnand the managers with 30 members
(the last group contains two top level managetsk interesting that mainly the managers recogtthize
conveniences that technology offers and indicageube of up-to-date tools as a way to increase thei
efficiency .

Some engineers believe that the lack of cooperationking in silos, isolated without the ability
to exchange ideas, share thoughts and do brainsgrns actually the definition of hard work (Table
5.7.3), by means of spending a lot of time to sqveblems that would be solved faster through the

effective cooperation between the employees. Aalutly both groups recognized the need for botll har
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and smart work, having managers to be closer ®wapproach. It seems that managers tend to work for
long hours (Table 5.7.1) since they have more msipdities and should be the example for the rest
employees (Feldman, 2002).

All the employees have common understanding on wbtins should be performed to improve
their efficiency which makes sense since they dparathe same working environment and in the same
project. It is interesting that managers recogtinee significance of time management in higher degre

than the engineers.

Needed actions

40.00% -
35.00% -
30.00% -
25.00% -
20.00% -
15.00% -
10.00% -
5.00% -
0.00% T T T T T f

M Engineers

B Managers

Figure 5.7.1: What is needed for improved employeefficiency

5.8 Analysis per educational background and workindhours

As it was expected the majority of the employeasall groups, indicate that the way work is
organized might improve the employee efficiencywidoer there are some employees, mainly with PhD,
that recognize the importance of easy collaboratiod the knowledge sharing between employees as a
way to accomplish their tasks and save valuable.tim

Apparently there is a weak correlation (Table 5.&é&tween the educational level and what is

needed to achieve the expected outcomes. As tleaahal level increases the need for both smaitt an
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hard work is increased as well. The ANOVA showedt tthe perception on how to accomplish
successfully their tasks depends on the educatienal of the employees. In order to verify tha¢ th
ANOVA's result is correct, due to small sample, gngthor performed t-tests between all the groups .
Another observation is that while the educatiomalel increases, the employees become more hard
workers by means of working for long hours. Additidly it is interesting the fact that each category
characterizes itself differently. Employees withdB&aracterize themselves as hard workers whilg onl
half of them work overtime. Participants with MS@em to be smart workers even if most of them  work
for long hours. And finally employees with PhD ansidered as both smart and hard workers while the
majority of them work overtime. This trend can belained by the fact that employees with PhD are
younger, have less working experience and lessdande to their judgement, and now they are buijdin
their carrier, so it make sense to work more hours Another interesting observation is that
employees of different educational background hédifeerent opinions about what is necessary to
increase their productivity. It seems that peopid WhD recognize the need to delegate the wotkeo

proper person and not spend time to tasks thatarender their expertise.

What is needed to become smart worker

50.00%
40.00%
30.00%
20.00%
10.00%

m Bachelor's Degree

Master's Degree

0.00% -
{ m Doctorate/ Professional
é‘é?’ Degree
0

Figure 5.8.1: Needed actions for improved efficienc

The author performed ANOVA even if the correlatias very weak however the p-value was
greater than the significance level, which mears there is not enough evidence to reject the null

hypoStudy (all the groups have almost equal medndged the sample is not big enough to make safe

101
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

conclusions since only 9% of the sample has PhD.

The analysis using groups of people that work different numbérouois, have demonstrated
similar behavior (the results were the same as in theope paragraph), except the one with the biggest
amount of working time. However this group had only two particganid we cannot export any safe
conclusion. Interestingly enough, there are some people whaéoehiat by making good decisions or
through the collaboration can increase their efficiencyedinss that is necessary for employees to have

the right directions from the management in order to makeaghedecisions at the right time .

6: Discussion of findings

In the previous parts the author attempted to identify maioly the employees can be assisted in
order to increase their efficiency, by identifying their ne&dkat people mean with the term “smart work”
and if only by working smart employees can increase thdicieafcy nowadays. The following
paragraphs will give a description of the working smart appraadrthe tools that will help employees to
work more efficiently.

It is very common for the same task people might givesdifit effort estimation and completion
time even if they have the same educational background andeopesimilar environment (McGovern,
2010). It seems that some people are more efficient tharsoBraployees might work smart and complete
their tasks in less time than others producing more outputthetlsame effort. Besides, employees and
managers are often inefficient just because they eitheptlknow how to be efficient or do not have the

necessary tools to perform their tasks with less effarc(@®ti, 2013).

6.1 Working smart, is it enough?

But what means to work smart? According to the research’'snfigdias smart work can be
considered the way to organize work to save time for eéis#s. It is a matter of better time management.
On the other hand, the literature implies that smart wotkeisvay to achieve high outcomes with less

effort. All those techniques assist employees to become nfficiere (CIPD, 2008). It's the way to
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organize work in a better mode, make good decisions, proper péataiiz effective cooperation, do not
hesitate to ask for help and delegate when it is nedxdsay agile and adaptable. In general the smart
worker has adopted all those techniques that will help hinedoraplish his tasks saving time for other
tasks.

Both the globalization and the financial crisis, influenaed ihigh degree the working life of the
employees. The work is intensified, jobs are insecureabi@y of free movement and the available
highly educated labor in the global market forced employeescion® more competitive (Kazi, 2011).
Therefore every employee that wants to succeed and achieygodls should modify his personal
strategy and include those techniques that will diffeatmthimself. But is it enough for the individual,
nowadays, just to work smart to increase his efficiency? adawys, the work is intensified due to
workforce reductions, the workload is increased and employederaed to work both smart and hard in
order to accomplish much more tasks, ideally in the sanee filmerefore the participants indicate that by
working smart their efficiency will be increased but if some wants to be competitive he has to work
hard as well. According to Moroney (2013), both are needed. Worik smmsave time and work hard to

make even more time to accomplish much more tasks.

6.2 How the employees can be assisted to increase théficeency?

So what is necessary in order to become smart workeraudther has analyzed the received data
from six different perspectives in order to create a fraonk that will be used by individuals to increase
their efficiency and organizations, to design their actaeEending on each group of employees and their
needs. It is more than obvious that training is the most gigniftool in order to adopt the approach of
smart work. Each organization should promote personal developineet this way employees can
assess their skills and knowledge and set goals, in a rdzades, to maximize their potential. For this
reason a training process should be implemented.

The performed analysis indicated that most of the emplay®egnized the need for better time

management. By attending in related trainings, intemralexternal, employees can learn those
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time-saving techniques that will help them to organize pliath their work in a more efficient way.
External trainings might be provided for specific target gro@ims.example in the previous part the
author has identified, that a group of people recognized that thritxegusage of up-to-date tools will
increase their efficiency. This demand might be fulfilblgdboth incorporating state-of-the-art tools and in
parallel, train the employees, through external trainings, on bawsd¢ them in the most efficient way.
Another important tool is the internal trainings, which is a goagt to promote the knowledge sharing
process, also proved to be very important. Additionally dherptation might be a good technique since
the best way to learn something is by training on the jabth& employee becomes more experienced,
identifies more easily possible side effects of his decisimasbecomes “smarter”, makes smart choices,
takes good decisions (Khan, 2016). Besides, the training and deegibpativities in which employees
participated, brings new potentials of employees in performsig tanore and makes them more effective
and efficient (Asfaw et. al, 2015).

Organizations and individuals should take advantage of technology aadl treeavailable tools
that were designed especially for this purpose, to improvertipgoyee efficiency and thus also the labor
productivity. The communication becomes immediate through theagvatforms, which apart from
communication provide the ability to share screens, exchalege fnake group chats, etc., and make
cooperation more effective. According to McGorvern (2010), the arghdons that enable their
employees to find, quickly and easily, the right people, Wwdlve a major competitive advantage.
Moreover, technology provides tools, commercial or not, to automate poocesses, simplify the work
and helps employees to organize their work more efficientyy.ntiking easier and faster the way
employees do their work, their efficiency is increasedy tfeel satisfied and become more productive
(McGovern, 2010). In general technology is the best partner.

Additionally, the workplace culture should be changed and promotaribg working approach.
The performance criteria might be reevaluated and modifieatder to follow this approach, and not
count the employees performance with hard work terms. Thegearent should adopt a democratic

leadership style and give the employees the freedom te aedisions when it is necessary, have clear
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directions to prioritize properly their tasks and promote thect¥fe cooperation and the idea of
knowledge sharing (Umaru et. al, 2014).

A competence database might be useful in order to delpgaperly the tasks to the employees
with the appropriate expertise, resulting in the accomplishmfetiteotasks or project in less time. It
seems that only the employees with large working experieacegnize the importance of the delegation.
The organization should promote the delegation when it is ne&ded.will be saved when problems
address the right person (Kontic et al., 2009). Moreover, &ng important for each organization to have
a clear picture of the employee competencies in order torpethe proper actions, make the appropriate
project planning, design a training framework, curriculums deperatinthe group he/her belongs to,
achieve the desired level of knowledge and be ahead of the tionpe

Finally, the working environment is very significant, shouldspeart and able to improve the
employees’ daily work, create and maintain relationships legtwleem, increase their motivation, boost
the effective cooperation between individuals, offer work-bdance and help them to develop their

skills in the most appropriate way.

7: Conclusions, Limitations — Recommendations for further reearch

The last years we face a global financial crisis wildny consequences for both employees and
organizations. Businesses experience bankruptcy, unemployment ressén; wages are suppressed
and in general the working conditions became worse. At the siamee globalization has imposed
intensive competition, due to the free market, for bothrorgéions and individuals. The organizations
struggle to survive and the only way to achieve this objedtvby increasing their productivity (Kazi,
2011). On this direction, human resources departments are toyiingd the proper way to increase the
employee efficiency. Besides, it is well known that for Haene task people with same educational
background need more time than others to accomplish it.

Due to the free labor market, a big highly educated workfor@aslable, and in parallel the

organizations demand people to perform effectively and iartsmay, creating more pressure to their
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employees. This study makes an attempt to give the defirof smart work, examine whether it is
enough to work smart or not in order to achieve better reaotisidentifies the tools that will drive
employees to higher efficiency levels.

For the purpose of this study a questionnaire was distributetieteemployees of a large
organization in the ICT industry operating in the private sed@toe data were collected from employees
that were working in the same working environment, the samecptaje in different job positions and
countries. Participants were called to report their thoumhtshat is the smart or hard work, what is needed

today and how they can achieve higher productivity levels.

7.1 Conclusion

Everybody agrees that nowadays, more than ever, employeeschaork smart in order to be
competitive and increase their efficiency. But what attual‘smart work”? It is not easy to give a clear
and straight definition. It is the combination of many thiradsthose strategies that individuals can adopt
in order to differ from the others. It's the way to organihe work in a better mode, saving time for other
tasks, make good decisions, prioritize properly, increase caiope do not hesitate to ask for help and
delegate when it is needed. According to Dillard (2012), swank is “an approach to organize the work
that aims to drive greater efficiency and effectiveneshieving job outcomes through the combination
of flexibility, autonomy and collaboration, in parallel with apizing tools and working environments for
employees”.

Many organizations reduced their workforce in order to supphess dperating costs and as a
conseqguence the remaining employees have undertaken new redifiessiid their work load has been
increased. It is unavoidable that in such periods employeeppeeted to work hard. But in such times
that nobody has extra time and everybody needs time for his petgenonly through working smart
employees can maintain their work-life balance. Consequenttyaretneeded. Actually, hard work is the
building block of smart work. Hard work is required to magtur basics so that you can work smart

(Khan, 2015). Work smart to organize better the work and sawednd then work hard to gain more
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time and complete bigger part of work. According to Moroney (2013), drking hard employees have
the desired results but by working both hard and smart thepehieve the best results.

Everybody knows how to work hard, actually most of the employeewarking hard today. But
what is it necessary to work smart? In the previous gatatthor described a framework that will aim
individuals and organizations to improve their efficiency. Therkplace culture is very important
towards this direction. The performance criteria should be meddifccordingly to follow the approach of
working smart, the leadership style should be more demoaaticthe managers should empower
employees to take decisions (reduce the bureaucracy) wisareitessary without losing time.

The technology is a significant partner. Processes or taskbecautomated through the use of
state-of-the-art tools, reducing the time needed for #@omplishment. Through the available training
platforms the employees have access to a big amountm@hgsiand they can refresh their current skills

and acquire new whenever they feel that is necessary.

7.2. Limitations — Suggestions for further research

There are some limitations related to this study. Ors¢ ffimitation comes from the sample. The
guestionnaire was distributed to the employees of only oneniaegeon and the number of the
participants, unfortunately, was under the author’'s expectatibasparticipants were only 111. The
second limitation is referred to the time. The surveaswpen only for a limited time period of two
months. Another limitation is that data were collected by eygg@s of one organization that worked
under the same project. They are operating in the same warhiigpnment, management and have
almost the same experiences.

Finally, further research could be done in a wider scate. Jample could be larger including
participants operating in different organizations. Moreover rémearch could be applied in more
industries and have cross-industrial results. The sample bewddamined in more parameters by adding
more questions related to the quality of the produced work |lteaton of the resources, income level,

etc. The culture characteristics could be also takenciomsideration in order to identify whether culture
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influences the way people operate, how they define smart addMoak and what might increase their
efficiency. At last, case studies and personal interwviewuld be conducted and provide useful

information and more validated outcome.
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Abstract

This paper aims to identify conceptual variables for proposipgriormance management framework.
Businesses in the healthcare sector have been facingetiton and complexity. Another factor that is
critical for managing today’s business environmentuseful to support performance management is the
analytical method. Different categories of performance nmamagt framework can be found in the
literature, including frameworks that are commonly adopted hith@are organizations. Findings of this
study provide fourteen conceptual variables that are used foracmmpand contrasting the reviewed
frameworks. One of the compared aspects is identified till the gap. The proposed framework can
help a healthcare organization to effectively manageeittopnance management processes and provide
the analytical capability to dynamically analyze performadeéa at different levels. However, the
proposed framework only identifies conceptual variables that tedoe transformed into a more

conceptual framework and to follow theoretical verificatiofuriher study.

Keywords: Analytical method, Conceptual variables, Healthcare orgamizaPerformance management
framework

1. Introduction
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Businesses in the healthcare sector have been facing coompéde Korne et al., 2010; Enthoven and
Tollen, 2005; Marcinko and Hetico, 2013¢anlon et al., 2008&nd complexity (Marcinko and Hetico,
2013; Neely et al., 2002) that have affected the way thepunedheir performance. The complexity is
related to the dynamics of the business environment, such geothimg diversity in healthcare, patients
healthcare purchase decision, patient care delivery (MarcnkbHetico, 2013), the rise of need in
stakeholder relationship management, and performance measleetsos (Neely et al., 2002). These
factors can greatly change the way the healthcare oegeomg manage their organizational performance.
The organizations that can effectively and consistently uderpgmnce management (PM) to monitor

and evaluate their organizational performance will leatieéachievement of competitive advantage.

Another factor that is critical for managing today’s businesgirenment is the understanding of
analytical skills and techniques (Evans, 2015). The data amatysientral to the process of decision
making in all business activities (Btase and Stoica, 2010). There has been a dominant trempaiting
and data analysis techniques that can support PM system inythlie atomatically collecting, reporting,
and analyzing metrics at all levels of an organization (Shodhid., 2010). Davenport (2008) claimed
that more than 40 percent of participated organizationshiftang in a more analytical direction on PM.
Performance management needs to be supported by an analgtbaldnto provide a better decision
making (Schlafke et al., 2013). The business analytics capjiéed to support PM in the healthcare

sector (Acito and Khatri, 2014). Thus this method is useful forsiéflem implementation.

It is more appropriate for a healthcare organization to applividramework to support its PM system
implementation. Therefore, a PM framework can be propasdutlp healthcare organizations manage
their organizational performance. The latest development of NMh&d@nework can be recognized from
previous studies. The Balanced Scorecard is the most poputeewiak that has been widely applied
and further developed by many organizations (Perkins et al., 20td¢iRandStumpf 2013; Yadav et al.,
2013). Different categories of PM framework can be found in a stadyerformance measurement and
management (PMM) frameworks, which include classical andirdorh frameworks, holistic and

integrated PMM frameworks, frameworks updating BSC approamttext-specific PMM frameworks,
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and recently developed PMM (Yadav et al., 2013).

The above facts strongly support the need to undertake auiteratview on PM framework. The study
aims to identify relevant conceptual variables for proposipgriormance management framework in the
context of the healthcare organizations. The conceptual variatdesonsidered as the basis for further

developing an appropriate PM framework for the healthcare orgemga
2. Performance Management Framework

The purpose of this literature review is to get an in-depth stateting of the performance management
concept and to give a critical review on PM frameworks comniyn adopted by the healthcare

organizations.
2.1 Performance measurement and management

This literature review focuses on the performance manegeooncept. However, the development of
performance management concept cannot be separated as sucthdrgrarformance measurement
concept. Ghalayini and Noble (1996) explained that the literature glboiormance measurement was
divided into two periods. The first period was until the [E380s, at which financial measures were being

primary concerns. The second period was started after tlaaicbynmodating non-financial measures.

Long before the performance management term is popularizegetf@mance measurement concept
was initially introduced by Simon in 1937 by introducing the techniofuemeasurement, which was
specially intended to measure and evaluate the governnmrfarmances and activities (Lee 2003).
Furthermore, in order to have better decision making, Skinh@69] promoted the idea to use
performance measures and the linkage between company stmategpaaufacturing function tasks in the
manufacturing sector. Meanwhile, Mcintyre et al. (2001) haviele a chronological development of
performance measurement, that influence the introductioreddrmance management concept in the
healthcare sector, in four stages which are early atteshpsrformance measurement (1750-1910), birth
of the modern era and new delivery systems (1910-1950), goldars {1950-1980), and age of
information and consumerism (1980-2000).
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Having understood the above explanations, the review needs tofyidieti theoretical definition of

performance management. Although performance measurement dodnpece management have a
different focus on processes, both of them are closelyetelatthe organizational context (Lebas, 1995).
Performance measurement is an information system thhtesnthe effective and efficient process of
performance management (Bititci et al., 1997). Amaratungaaltity (2002) argued the importance of a
set of good practices to handle the generation of performificemation, which can support the

transformation of performance measurement to performance srapag Cokins (2009) asserted that

PM reaches out the complete cycle of management plannincpatral.

Various PM definitions can be found in the literature. Howevbere is no clear definition of

performance management (Kemper et al., 2013). PM is the priocesmnage the implementation of an
organization’s strategy (Cokins, 2004). PM is about how to use perfoerraeasurement systems to
administer an organization’s performance (Bititci, 2015). In hbalthcare sector, the Regulation and
Quality Improvement Authority (RQIA) of Northern Ireland (kinson, 2012) has defined that PM is
the use of performance measurement information to find out nvatérs, manage the organization, and

drive sustainable improvement.

Therefore, performance management has a broader conegptpénformance measurement, in the
context of the management process. However, it must be umektrstood that, in this paper, the
performance management concept is about organizational perfornmmacagement. Thus it

distinguishes from the people-centered performance manageBiemm €t al., 2011; Broadbent and
Laughlin, 2009; Clardy, 2013) which covers a discussion topic of peafuren appraisals in human

resources and public sector fields.
2.2 Performance Management Frameworks

This part of the literature review is to understand the Rivhéwork. A PM framework can be used by an
organization for guiding an implementation of the PM systelnis & borrowing from the arguments of

Folan and Browne (2005), who stated that a performance measuré&aeeiwork supports the
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development process of performance measurement system, andi MadoSteeple (2000), who
concluded that a framework is a useful method for assessingaotspperformance measurement
systems. Newcomer and Caudle (2011) argued that a framewsenkilar to a program logic which
simply describes the linkages of the factors that compgerfarmance management. They stated that
the most important aspect of the framework is to make oethe factors significant to the use of the

information resulted in a PM system.

A broad variety of PM frameworks can be found in the liteed Some PM frameworks that are
commonly adopted by healthcare organizations to manage theirzagamal performance are Malcolm
Baldrige National Quality Awar@Baldrige Performance Excellence Program), the Europeandi&tan

for Quality Management Excellence Model (EFQM Leading Eroek), the Balanced Scorecard
(Kaplan and Norton, 1992), Regulation and Quality Improvement AitghBerformance Management
Framework (Atkinson, 2012), and Public Health Performance MamaigeFramework (DeAngelo et al.,

2014).

2.2.1 Malcolm Baldrige National Quality Award
Malcolm Baldrige National Quality Award has been establisisince 1987 to encourage American
organizations improving their quality management practice irptheision of their products or services
(Baldrige Performance Excellence Program). The awardves/ prestigious to strengthen the
competitiveness of various companies. The Baldrige criteoiger the following roles for business
organizations (Brown, 2008):

1. Improving organizational performance practices;

2. Facilitating information sharing of best practices;

3. Serving as a working tool to understand and manage businméssnace.

The Baldrige criteria include important concept of ensuring companfprmance meets stakeholders’
needs (communicating performance with stakeholders). Therstlmlers comprise owner, shareholders,
employees, and customers. Since the early 2000s, Baldrige hasidcluded healthcare organizations

(Brown, 2008). The criteria determine performance excellenceofganizations. The performance
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excellence framework consists of the organizational profilfppeance system categories and system
foundation (integrated systems perspective). The perfornsystem comprises six categories, which are
leadership, strategic planning, customers (leadership ,tneatkforce, operations and results (results
triad). System foundation consists of measurement, anadygiknowledge management. Organizational
knowledge constructed from various data sources. The MBNQA encou@agesform reporting on
organizational performance results. It considers performanuehb®rking to continuous improvement
and the use of data and information to support fact-based dec{Bialasige Performance Excellence
Program, 2016; DeGroff et al., 2010). The Baldrige approach halpsganization recognize its strengths
and opportunities for improvement. It is also used for assessganipational operations using the

evaluation factor approach (Baldrige for Organizational Excedle

Although many organizations have adopted this non-prescriptive frameBaitkrige Performance
Excellence Program, 2016; DeAngelo et al., 2014), but it doesgrmwide practical guidance for
organizations to implement their PM processes, such as hatefioe performance indicators and
measure them, how to handle data quality issues, and how taerdata analysis and integrated
information for management reporting to support fact-basedidesisThe Baldrige criteria are closer to
total quality management (TQM) practice, such as #edrfor documentation and improvement of key
work processes.

2.2.2 European Foundation for Quality Management

As described in EFQM Excellence Model (2016), the European Foondar Quality Management
Excellence Model, which was founded in 1989, provides a comprigbetmol for assessing how
effective an organization in developing and delivering a stakehéiddused strategy. The model consists
of a set of three integrated components, i.e., the fundameotaepts of excellence (underlying
principles), the criteria (the framework to practicing tm®del), and the radar (tool for driving
improvement). The framework determines a cause and effemgs to show an organizational effort and
its impact on the business result, which covers enabladefighip, people, strategy, partnerships and

resources, and processes., products and services) and resafite (results, customer results, society
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results, and business results).

Thus in the framework, there are four result areas that fmcwshat is important to the key stakeholder
groups (business, customer, people, and society). EFQM usgsams to monitor and analyze the
achieved results. The results need to be communicated ttak@halders through the provided reports.
EFQM also supports the review of organizational performafie.framework is non-prescriptive and
considers a number of different concepts, i.e., adding valueuktomers and developing organizational
capability, as well as supports the need of data qualyagement (EFQM Excellence Model, 2016;

Jackson, 1999).

EFQM is claimed to be used by over 30,000 organizationsiiope (EFQM Leading Excellence, 2016).
However, it is less popular worldwide compared to MBNQASstill considers the TQM approach to
integrating into normal operations (Jackson, 1999). It is easyppy &FQM for general practice

(Jackson and Bircher, 2002), but not for specific business pralitis not clear that EFQM considers an
integrated information for management reporting and data analgpability to support business

decisions.
2.2.3 The Balanced Scorecard

The Balanced Scorecard that was introduced in 1992 presentkrivlees of the coming financial
performance (Kaplan and Norton, 1996). The BSC provides perforniafioceation in four different
perspectives to communicate and help to implement the strateg BSC is designed to minimize the
use of a number of measures (Kaplan and Norton, 1992). The B8Cognized as a largely accepted
performance measurement and management framework which hampésmented in different types of
healthcare organizations (Yap et al.,, 2005). Kaplan and Norton (1996)fbanulated the BSC to
translate an organization's mission and strategy into a \aitgnag set of performance measures that
supplies the framework for a strategic measurement and mmaeagesystem. The BSC measures
organizational performance over four balanced perspectigesfinancial, customers, internal business

processes, and learning and growth. It covers both financial arfinaogial measures. It considers the
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importance of the execution of organizational strategigsoNides a useful mechanism to translate the
strategies into specific objectives, measures, and targats monitors the implementation of the
strategies over the following periods. It provides the linkagfveen the defined strategic objectives and
performance measures. The benefit of using the Balancedc8mbrmakes place when organizations

perform regular strategic reviews, not just operationakrmesi(Kaplan and Norton, 1996).

The BSC does not provide practical guidelines for implementif@aiicchi, 2012), especially for the
actual selection and implementation of selected mea@dexdori and Steeple, 2000) and for maintaining
the defined measures (Pun and White, 2005). It has no cleal cdaganship among measures from the
four perspectives. The claim of cause-and-effect relationghip®blematic (Ngrreklit, 2000). The BSC
measurements have not worked effectively at the operatiom$ (Bupta, 2004). The stakeholder
perspective needs a wider consideration (Brignall and Baid&gn2004). The BSC is only focusing on
communicating the outcomes with customer, employee, and shareloidigrmhas a lack of dealing with
other stakeholders’ needs on performance related informat@nB¥$C lacks performance improvement
after its implementation (Perkins et al., 2014). It does notidenshe need for data analysis and
integrated information for management reporting to support essohecisions, as well as the necessity to

provide the required quality of business data.
2.2.4 RQIA Performance Management Framework

The RQIAPMF comprises elements from planning activities, sisctision, strategy map, and strategic
objectives, to control activities, such as review, coiveciction, and change (evaluation). The planning
also includes the design of performance measures and tdtgestss the plan-do-review-revise cycle that
integrates planning, action or execution, and monitoring of pesaioce (Atkinson, 2012). It includes
performance measurement to collect and report the perforndataelt accommodates other important
factors for the management of organizational performanceh sgc leadership and commitment,
continuous improvement and learning, and engagement and consultaiormynication) with
stakeholders (Atkinson, 2012). It also considers a means to Btredime collection and analysis of

performance data. The development of a framework needs tofyderitical success factors and key
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performance indicators (Atkinson, 2012).

Although the RQIAPMF includes performance measurement in thefr@Mework, it is only for
monitoring and reporting performance. There is no indication ithalso manages the refinement of

indicators and their linkages to strategy.

2.2.5 Public Health Performance Management Framework

The PHPMF consists of performance standards, performance emastr reporting of progress, and
quality improvement (core components). The performance measureawers develop data systems and
collect data (data sourcing), as well as refine indicaamis define measures. Reporting of progress
includes analyze data and regular reporting cycle. TH@ isionitoring process. The framework has the
fifth component which is visible leadership. This componenuhes$ transparency, strategic alignment
(strategic planning and PM system), quality culture, and owstofocus as subcomponents. The
leadership is associated with the commitment of senior geamant in the organization (DeAngelo et al.,
2014).

The PHPMF only concentrates on the customer to communicatertbengnce information. It is better
to extend that function to wider stakeholders.

2.2.6 Analytical Concept for Performance Management Framework

As explained in the introduction, an analytical method igicati for managing today’s business
environment. In practice, business analytics is an analytethod to support decision making. The
business analytics can be integrated into PM frameworktt(ldt al., 2011; Schlafke et al., 2013).
Business analytics has been applied to support business perfommemagement in the healthcare sector
(Acito and Khatri, 2014). By definition, analytics is the m@ssing of enormous amounts of data by using
statistical and quantitative analyses, explanatory and predictadels, and fact-based management to
support decisions (Davenport and Harris, 2007). Analytics is glarécent management innovations

(Kaplan and Norton, 2008).

3. Methodology
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3.1 Systematic Approach

The literature review used a systematic approach suggest@driard (2011) that covered the following

processes:

1. Define the purpose of the review;

2. Literature search that includes conducting searches of am@epers on reference databases (for
empirical studies) and searches of reference books (for yimigtheories);

3. Select and review the collected reference matealthe study;

4. Write the critical review of the literature and synthesize.

3.2 Literature Search

The primary sources to obtain literature to be reviewed wefsgence databases containing electronic

journal (e-journal). The reference databases (RD) inclusievier ScienceDirect, Proquest, EBSCOhost,

GALE-CENGAGE Learning, and Springer. These databases prdtielesubscribed downloadable

e-journals. Another source was The National Center for Biotechntidgynation (NCBI) as a reference

database. Two citation databases (CD), as additional spuvees also used in this literature review

process (i.e., Scopus, Web of Science from Thomson Reuters).

The literature searches for obtaining relevant academic papmees performed by using some search

criteria applied to the reference and citation databasstgioned above. The searches identified the

recent development of performance management researctderttigication process was narrowed down

to the context of “health” or “hospital” and ended up with thentification of PM frameworks applied in

this context. Therefore, the authors initiated a general Isdarcthe articles addressing “performance

management” topic in both types of database. The compleitsre$ the main literature searches are

summarized in Table 1.
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Table 1. Literature searches results

Searches Criteria (use logical AND) Databases
“Health” Framework
Databases “Performance . .
OR Selection*  Elsevier Proquest NCBI
Management” .
“Hospital”
Elsevier 6,695 3,128 “MBNQA”" 43 548 10
Proquest 33,964 17,600 “EFQM” 41 232 6
EBSCOhost 12,290 5,990 “BSC” 368 2,358 65
GALE 5,673 1,829 “RQIAPMF” 0 1 0
Springer 14,690 5,312 “PHPMF” 0 0 1
NCBI 1,637 1,258
Scopus 7,970 951
Web of Science 7,373 498

Note: MBNQA = Malcolm Baldrige National Quality Awdi EFQM = European Foundation for Quality
Management; BSC = the Balanced Scorecard; RQIAPNRegulation and Quality Improvement Authority
Performance Management Framework; PHPMF = Publathi®erformance Management Framework

*) only one framework is selected for each search

The consideration to present Elsevier, Proquest, and NCiBeitable above is because some important

reviewed articles are referenced from those databases.

4. Proposing a Performance Management Framework
4.1 Conceptual Variables

Some conceptual variables were identified from the libeeatwhich are leadership, planning, execution,
monitoring, communication, evaluation, improvement, strategiockafle, financial measures,
non-financial measures, data sourcing, data and informationtygqualanagement reporting, and
analytical capability. These variables are for further umseroposing a performance management

framework.

4.1.1 Leadership
The leadership variable is derived from MBNQA, EFQM, RMF, and PHPMF frameworks.
Leadership means that senior management in an organizatiorprauste clear direction, commitment,
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and support to the processes of performance management. Tl leaétership can become a problem
in the implementation of the PM system.

4.1.2 Planning

The planning variable is derived from MBNQA, EFQM, the BSQIARPMF, and PHPMF frameworks.
Planning is the management effort to set an organizationtgic direction that defines vision, mission,
and resources needed to achieve the defined strategitivege8esides that, critical success factors, key

performance indicators, and performance targets can be dafitrexlplanning stage.

4.1.3 Execution

The execution variable is derived from the MBNQA, EFQtie BSC, RQIAPMF, and PHPMF
frameworks. Execution refers to the PM process to ensurehthdetermined business activities are done
to achieve organizational strategic objectives. A goodesiyatvithout execution is worthless. Thus the
execution of strategy is required to effectively measiueeorganizational performance. The execution is
closely related to the performance measurement process.

4.1.4 Monitoring

The monitoring variable is derived from MBNQA, EFQM, thes® RQIAPMF, and PHPMF
frameworks. Monitoring indicates the process to keep trattkeohchievement of the performance target.
Performance monitoring collects information through various meanknow how an organization
performs. It covers a regular reporting of key performanceatats. The monitoring is closely related to
the performance measurement process.

4.1.5Communication

The communication variable is derived from MBNQA, EFQMe tBSC, RQIAPMF, and PHPMF
frameworks. Communication refers to the process of delivehegequired performance information to
the stakeholders. It is for internally (employee, medicaf)sand externally (patient, society, business
partner, government) communicating the performance informaiioegular communication is important

to ensure that the organizational performance meets #ehslders’ expectations or needs.

123
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

4.1.6 Evaluation

The evaluation variable is derived from MBNQA, EFQM, tB&C, and RQIAPMF frameworks.
Evaluation means the process to review and ensure the atigetv of the performance target and
organizational strategic objectives. The performance evatueompares the actual performance with the
performance target and identifies factors that contributeesticcess or failure of achieving the defined
performance target. The evaluation results are importanteecuting performance improvement
activities.

4.1.7 Improvement

Improvement variable is derived from MBNQA, EFQM, RQIAPMEnd PHPMF frameworks.
Improvement refers to the need for providing better perfoceadnis the process of making performance
management better. The performance improvement actiidesbe focused on increasing business
outputs, such as the number of patient attendance, and imprdfimeney for certain business process,
such as reducing the waiting time of outpatient pharmacy.

4.1.8 Strategic and Operational Linkage

The variable of strategic and operational linkage is derived MBNQA, EFQM, the BSC, RQIAPMF,
and PHPMF frameworks. The linkage indicates the relationbeifwween strategic objectives and
performance measures. The linkage can show how a selectedrrafmibeasures in a specific category
or perspective support the achievement of a defined stratdgective. For example, “provide
world-class healthcare services” as the defined stratdyjective can be supported by “level of patient
satisfaction” and “average response time to patient comglaistthe selected measures.

4.1.9 Financial Measures

The variable of financial measures is derived from MBN@AQM, the BSC, RQIAPMF, and PHPMF
frameworks. Financial measures are commonly used to methguneoney based business performance.
This variable can encompass commonly used measures, s@thrason equity and return on assets, and
specific measures known in the healthcare sector, such astaeper surgical case and surgical supply

costs per case.
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4.1.10 Non-Financial Measures

The variable of non-financial measures is derived from MBNG@RQM, the BSC, RQIAPMF, and

PHPMF frameworks. Non-financial measures are used to needbhar non-money based business
performance, such as customer satisfaction score or ragevafesdelivery. Specific measures known in
the healthcare sector can comprise waiting time in outpgpieatmacy, number of canceled days of

operation, number of admission per day, or number of resaacttevelopment.

4.1.11 Data Sourcing

The data sourcing variable is derived from MBNQA, EFQM, REMF, and PHPMF frameworks. Data
sourcing is the process of identifying the data source amectioy the required performance data. The
data source can be from various business areas, such as,fimaddeal treatment, medical services, and
human resources. The identification of the data source careahe availability, adequacy, accessibility,
and timeliness of the required performance data. Furtheyitih@®btained data need a unified process to
provide an integrated performance information.

4.1.12 Data and Information Quality

The variable of data and information quality is derived figdBNQA and EFQM frameworks. Data
guality refers to the level of data usability and validitysupport the delivery of reliable performance
information. The data and information quality covers accyraaldity, consistency, and completeness
aspects.

4.1.13 Management Reporting

The management reporting variable is derived from MBNQAQRKEF RQIAPMF, and PHPMF
frameworks. Management reporting refers to the ability of gegormance measurement process to
provide the required performance information for particularsudémprovides information about actual
performance against the performance target. The reportinigamison can use a visualization method to
provide the look-and-feel of information presentation.

4.1.14 Analytical Capability
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Although RQIAPMF and PHPMF frameworks give attention to thedyais of performance data, it is not
clear how the analysis of data will perform. However, tlaita analysis concept can be extended by using
the concept of analytical capability derived from busin@sdyéics. The variable of analytical capability
indicates the ability to provide a means for analyzing pedoa information, such as performing

descriptive, prescriptive, predictive, and other informatinalyses.
4.2 Comparing and Contrasting the Performance Management Framework

The study aims to give a significant contribution to the peréorce management literature by showing a
synthesis of some concepts derived from the reviewed PMefranks. In this paper, the identified
conceptual variables are used for comparing and contrastingethewed PM frameworks, as
summarized in Table 2. The comparing and contrasting methoédstaisdentify the contributions and
limitations of the existing frameworks (Wibisono and Khan, 201@aVeet al., 2013). This method aims
to identify the research gaps in the PM frameworks for dadtincare organizations. The method is also
important to identify new insights to propose an appropriate lMdwork since the choice of a suitable

framework is one of the major challenges in this changing esemvironment (Yadav et al., 2013).

Table 2. Comparing and contrasting the performance managememftameworks

Frameworks MBNQA EFQM BSC RQIAPMF PHPMF  Proposed
Aspects Framework
Leadership
Planning
Execution
Monitoring
Communication
with Stakeholders
Evaluation
Improvement
Strategic and
operational linkage
Financial measures
Non-financial
measures
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Frameworks MBNQA EFQM BSC RQIAPMF PHPMF  Proposed
Aspects Framework
Data sourcing
Data and
information quality
Management
reporting
Analytical capability

As indicated in the compare and contrast table above, ihere identified gap that can be fulfilled by a

proposed framework to distinguish it from the other framewavks;h is covering analytical capability.
5. Conclusion and Further Work

To identify conceptual variables for a performance managefrsanéwork, a systematic literature review
needs to be undertaken. Fourteen conceptual variables forfeaPkwork are identified. The synthesis
or comparing-and-contrasting method needs to be used to idenpl/ ajaong the reviewed PM
frameworks. The proposed framework covers fourteen aspectsistder an appropriate PM framework

for the healthcare organizations. One of those aspects Ibrglthe identified gap.

The proposed framework can help a healthcare organizationetiedly manage the faced business
competition and complexity through the performance managementspescthat encompass planning,
execution, performance measurement (data collection, refirteofiestrategic linkage and performance
measures, data and information quality, reporting, and analgépability), monitoring, communication,

evaluation, and improvement. In particular, a healthcare aa@om can apply the analytical capability
in its performance management system to dynamically amggrformance data at different levels.
Although the proposed framework is based on the comparison of PMeviieiks adopted by the

healthcare sector, it is applicable to any organizationrdgss of size, type, and activity.

In this paper, the proposed framework only identifies important tstiet need to be transformed into a
more conceptual framework. Furthermore, in order to have a rawmsteptual PM framework, a
theoretical verification of the identified conceptual vamsblill be undertaken in practice. Further

research will be done in a selected hospital organization.
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Abstract:

The aim of this study is to achieve three aimsstFit is oriented to explore the extent of onlieporting of accounting information among
companies listed in the Saudi Stock Market. Secibmalyestigates companies’ concerns on online mépg of accounting information.
Finally, it discusses the effect of using onlinpading of accounting information on improving irstment decision-making. A questionnaire
was developed on the basis of a literature reviearder to collect the required data from a saroptesisted of 30 broker companies. A total
of 150 questionnaires were distributed to the piadints and 122 questionnaires were used for aaglysposes. The results found that
companies listed in the Saudi Stock Market haverdarate degree of using online reporting of acdognhformation with numerous
concerns related to numerous aspects. The origahaé of this paper emerged from its contributionline reporting of financial and
non-financial information by identify the extentdaconcerns of online reporting and highlightingttt@mpanies practices of online
reporting play an important role in investment de&mis made investors. The study recommended coepamincrease their degrees of
online reporting due to its preferable outcomesr@edmmend future researchers to consider limiatface by this study and to investigate

obstacles that hinder companies to using onlinerteg of information.

Keywords: popularity of online reporting; concerns of onlimgorting; investment decision-making processds&tock Market.

JEL Classification: M40, M48.

1. Introduction

Internet expanded benefits includes disseminatiaroporate information. One of the most importadtantages of
using the Internet by corporations to report actingrinformation is related to tir@ductionof risks among investors
(Ojah and Mokoaleli-Mokoteli, 2012). Timeliness agificiency of using corporate financial informaticas well as,

helping investors to make their personal economaistbns were reported by Khan and Ismail (201Xegdenefits of

using Internet-based accounting reporting. AccgrdinHindi and Rich (2010), as cited in Abdul Haknal. (2015),

investors use the Internet as the main sourcecobiating information.

The Internet technology use, as an effectiveftodhe online reporting of accounting informatievas described using
numerous terms like Web-based business reportiegfi{B and Pratt, 2003), corporate reporting offriteenet (Marston
and Polei, 2004), Internet-based disclosure (Kiah ,£004), Internet financial reporting (SmitidaPierce, 2005), online
business reporting (Williams et al., 2006), Webeddadinancial reporting (Momany and Al-Shorman, 2006
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Web-based corporate reporting (Dutta and Bose,)2@0%orate Internet reporting (Ezat and EI-Mag§08), online
corporate reporting (Rowbottom and Lymer, 2009)liselosure (Serrano-Cinca et al., 2009), onlineonteyng of

accounting information (Garcia and Garcia-Gar€l&0, corporate online reporting (Al-Htaybat et2011), e-financial
reporting (Khan and Ismail, 2012), Internet finahdisclosure (Alshowaiman, 2013 and Basuony antddvieed, 2014),
Internet-based disclosure (Gajewski and Li, 201B)jne financial reporting (Hellmann, 2016), eledic financial

reporting (Scherr and Ditter, 2017) and digitabréipg (Alkhatib et al., 2017).

For the current study, online reporting of accmgninformation (ORAI) was used to describe accmgninformation
disclosure via electronic means such as websit&s,tb the company’s annual reports and linkhéacapital market. We
follow Ashbaugh et al. (1999) who suggested thogglitions to describe an organization as using ORIl company’s
financial statements are available on its wehgsitssence of a link of the annual report of the amgn the Internet, or a
link to security and exchange system of electrdata collection.

The practical use of ORAI expanded among compaines 1990s (AdulHalim et al., 2015). In the academin, many
studies have undertaken by researchers in diffemenitries to explore extent, determinants andioakhips of ORAI
with other variables. Using a sample selected 28mountries, Debreceny et al. (2002) investigdiedieterminants of
ORAI. Holm (2000) explored the extent of ORAI amdisged companies In Denmark. Ismail (2002) exachitie
relationship between company characteristics, &xerage, as well as profitability and companydurtary use of
ORAI by companies in the Gulf Cooperation CounGCC) countries. The association between ORAI amdpeny
characteristics such as firm size using a samgteatiguese companies was predicted by Rodrigaeslanezes (2003).
The impact of company’s characteristics and cotpagavernance in the context of Egyptian companis studied
Elsayed et al. (2010). The quality of ORAI usingample of Malaysian companies was examined by Ahgdial et al.
(2011). Relevance of digital information for fingcinstitutions in Taiwan was studied by Chou kt(2011).
Concurrently, Al-Htaybat et al. (2011), exploree fherceptions of users of ORAI in the JordaniariecenThe aim of
Sharma (2013) study was to explore both extentiatetminants of ORAI in commercial banks in Nep&@many and
Pillai (2013) investigated the extent of ORAI amdistpd companies in The United Arab Emirates. Aagroulos et al.
(2013) explored the effect of Internet disclosunecorporate performance using a sample of intemmaticompanies
listed in London, Singapore and Oslo stock exchamgets. Alshowaiman (2013) analyzed the exte@RAl among
Saudi companies as well as factors that affecatioption of ORAI by these companies. Galn and Gler (2014)
examined factors that have an influence on ORAIratisted Turkish companies. Alam and Rashid (2@bfducted
a survey of websites of Pakistani companies in rotdénvestigate the status of ORAlI among thesepzomes.
AdulHalim et al. (2015) measured the extent of gtwes’ relations on the basis of web-based acamyméporting in
Malaysia. Kamalluarifin (2016) examined the impaicthree mechanisms of corporate governance nathe\hoard
independence, the experience and the duality)raed firm's characteristics (firm size, the leverbyel, and the firm
profitability) on timeliness of ORAI among listedrapanies in Malaysia. Bin-Ghanem and Ariff (201&rained the
influence of the effectiveness of board of direstmd audit committee in GCC countries.

Despite the great attention paid by academic relse and practitioners to explore ORAI relatedasgDull et al.,
2003), little studies have been carried out usirsgraple of companies listed in the Saudi Stock btaid examine
popularity, concerns and the effect of ORAI on Biwes decisions. On the other hand, the resuitidfes conducted in
western setting cannot be generalized to Saudii@fans due to the difference of business envirents. Hence, this
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study contributes to the literature of ORAI knovgedhrough achieving three fold aims which weregtigation the
extent to which Saudi listed companies use ORAllaeing their concerns about ORAI related issuesetamining the
role that ORAI plays in improving investors’ deoisimaking process.

2. Literature review and hypotheses development

Using the Internet as a practical tool  to diselo@porate information, either financial or nameficial information, was
one aspect of internet technology employed by compan different countries. A review of the appiafe literature
revealed that research on ORAI can be classifiedinerous veins. First, the impact of differentalzles on ORAI such
as corporate governance (Parlakkaya et al., 2@t&dsand Al-Sartawi, 2016; Kamalluarifin, 2016)aftbcharacteristics
(Razak and Zarei, 2015), firm characteristics aghize, age, ownership and audit quality (IsrB@d2; Rodrigues and
Menezes, 2003; Agyei-Mensah, 2012; Abdullah eR@ll7), corporate performance (Andrikopoulos ¢28l13). Second,
determinants of ORAI (Debreceny et al., 2002; Ogelt al., 2003; Laswad et al., 2005; AbuGhazalah,2012; Ojah
and Mokoaleli-Mokoteli, 2012; Khan and Ismail, 20C&li kan and Gler, 2014; Al-Sartawi, 2017b; Yassin, 2017).
Third, aspects and practices of ORAI such as fiahtransparency and presentation of updated irdtom (Ettredge et
al., 2002; Ezat and El-Masry, 2008; Khan and Isr28i1 2; Alali and Romero, 2012; Kuruppu et al., 202yelere and
Zanella, 2017). Fourth, extent of ORAI popularitpyang companies (Ghani and Said, 2010; Abdul Azial.e?011;
Alqudsi-ghabra et al., 2011; Momany and Pillai, 0Rozniak, 2013; Basuony et al., 2014; Brown, 20EB8th, the
impact of ORAI on other variables such as markktevadded and competitive advantage (Hunter angiju2010;
Al-Sartawi, 2017a). Sixth, ORAI as a source of tinfation for decision makers like investors (BonBamte and
Escobar-Rodriguez, 2002; Chang et al., 2008; Pireshe Wheeler, 2009; Turel, 2010; Kelton and Pegiom 2012;
Esterhuyse and Wingard, 2016). Based on these oEimesearch, the current study considered thrgerraspects of
ORAI, which were popular of ORAI, different concerof ORAI and the impact of using ORAI on investinen
decision-making process. The following sectionsligt dimensions of each of these aspects on vetiaty hypotheses
were developed, tested, and interpreted.

2.1 Popularity of ORAI practice among companies

Reviewing the literature of ORAI revealed, in geefive themes of ORAI popularity among compardeshown in
Table (1). The first one refers to website maimtgjriBrennan and Hourigan, 2000 and Salawu, 2@3side demand
for ORAI was a considerable theme of adopting OBAdompanies (Khan et al., 2008, Aly et al., 2046 AdulHalim et
al., 2015). Other studies described voluntary er@porting of financial and non-financial inforioatas key dimensions
of ORAI popularity (Ettredge et al., 2002, Xiaakt 2004, Prabowo and Tambotoh, 2005, Turel, 28awu, 2013 and
AdulHalim et al., 2015). In fact, companies prefer online reporting in response to stakeholdesiahd of ORAI and
investors increased interest in using ORAI (Brenaad Hourigan, 2000 and Serrano-Cinca et al., 2068ally,
companies tend to trade their stocks (Agarwal. eP@l5). Percentages of using ORAI mentionederptievious studies
were dismissed in the current study due to thetffiatthose studies were published in previousestud

Table 1:

Dimensions of ORAI popularity among companies

Dimensions Authors
Maintaining a website Brennan and Hourigan (2000); Salawu (2013);
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Increased demand for ORAI Brennan and Hourigan (2000), Khan et al. (2008),
Serrano-Cinca et al. (2009).Aly et al. (2010),
AdulHalim et al. (2015)

Voluntary adoption of ORAI  Ettredge et al. (2002), Xiao et al. (2004), Prabewd
Tambotoh (2005); Turel (2010); Salawu (2013);
AdulHalim et al. (2015).

Investors increased interest toGeerings et al. (2003); Kamalluarifin (2016)

use ORAI

Online trading of stocks Agarwal et al. (2015)

Following previous studies, this study used theatlisions as reported in Table 1 in order to exgopailarity of using
ORAI among Saudi companies. Hence, the followingpliyesis was suggested:

Hos: There is no popularity of ORAI among companig®di in the Saudi Stock Market.
2.2 Companies’ concerns about ORAI

Many benefits of using ORAI have been reported-@vipus studies. Examples of these benefits indid&l (Spanos
and Mylonakis, 2006, Khan et al., 2008, AdulHalinale 2015), decreased costs of disclosure (Dehyeet al., 2002),
disclosure of suitable content of ROAI (MarstobQ2, Spanos and Mylonakis, 2006, Khan et al., 2@88|Halim et al.,
2015), improved timeliness and transparency regpfielton and Yang, 2008, Serrano-Cinca et aD92@ly et al.,
2010 and AdulHalim et al., 2015), , providing easgess to information (AbuGhazaleh et al., 2018ptlAer benefit of
ORAI related to provide stakeholders with a backgebabout the company, share price and ratio asélyamid, 2005).

Table 2:

Dimensions of companies’ concerns about ORAI

Dimensions Authors
- Presentation of ORAI Spanos and Mylonakis (2006), Khan et al. (2008ulHdlim et al.
(2015).
- Decreased cost of disclosure. Debreceny et al. (2002),

- Wider reach and speed.
- Disclosure of suitable content of ~ Marston (2003), Spanos and Mylonakis (2006), Khaal.(2008),
ORAI AdulHalim et al. (2015).
- Improved disclosure transparency Kelton and Yang (2008); Serrano-Cinca et al. (2088) et al.
(2010); AdulHalim et al. (2015)
- Timeliness; real-time reporting; AbuGhazaleh et al. (2012); AdulHalim et al. (202smalluarifin

periodical reporting of information (2016).

- Decreased disclosure cost AbuGhazaleh et al. (2012)

- Easy access to information AbuGhazaleh et al. (2012)

- Background of the company Hamid (2005); Ezat and El-Masry (2008)
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- Share price data

- Ratio analysis

Referring to dimensions of companies’ concerns alRAlI and in order to investigate these concemergy Saudi

companies, the following hypothesis was suggested:
Hoz: There are no concerns about ORAI among compdisted in the Saudi Stock Market.
2.3 Improving investment decision-making process basesh ORAI

Examining the relationship between corporate garere and ORAI, Kelton and Yang (2008) found anceft#
corporate governance on company’s behaviour afrieténformation disclosure due to information asyetry problems
between firms’ managers and their investors. Esyed and Wingard (2016) defined information asymynat a
condition in which one party has an access totiefrmation than other parties.

Table 3:

Dimensions of using ORAI to improve investmentisieos

Dimensions Authors
Forecasting and Future Plan Khan et al. (2008); Ezat and El-Masry (2008).

Reduced information asymmetry Debreceny et al. (2002); Ettredge et al. (2002)tdkeand Yang
(2008); Chang et al. (2008); Esterhuyse and Win(0i6)

Information on management analysis Esterhuyse dangand (2016)

Financial and nonfinancial information Spanos and Mylonakis (2006), Salawu (2013); Aduitiat al.
(2015).

Reporting on corporate risks Dominguez and Gamez (2014)

Efficiency and effectiveness of stock Ragab and Omran (2006)

market

According ot Aly et al. (2010), one of the effeetiuses of ORAI is to enhance decision-making peockstakeholders.
Other uses of ORAI is to ensure effective commuiaicawith investors (Bollen et al., 2006). Regagdihe relationship
between ORAI and investment decision-making procBssninguez and Gamez (2014) indicated that cogpora
reporting on risks plays a significant role in demns-making process and on firm evaluation. Reéggurithe previous

development, we can advance the next hypothesis:
Hos: there is no influenceof ORAI on improving invesitrdecision-making in the Saudi Stock Market.

3. Methodology
3.1 The sample, instrument and data collection

Due to the difficulty in locating individual invess who are trading on stocks in the Saudi Stockk®lathe number of
participants was limited to 30 broker companiesctviare trading stocks on behalf of individual irtees and have
sufficient knowledge and experience about the S&tatik Market. A questionnaire was developed basgutevious
studies using Likert-five point scale, where (1ya@es strongly disagree and (5) refers to stgoagtee. It was
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structured into four main parts: Part one referpdpularity of ORAI among companies. Part two airae@xploring

concerns about ORAI among companies listed in #ueliSStock Market. Part three included items rdladaising ORAI

to enhance investors’ decision-making processta ¢ 150 questionnaires were distributed to pigints in the period
between March till September 2017. Only 129 quesages were returned. Out of them, 7 questiormiaieze excluded
due to incomplete data. Therefore, the final nundbeuestionnaires used in this study was 122 munestires with a
response rate of 80%.

Validity and reliability Validity of the questionnaire used in the curreéatlg was explored using a panel of academic
and practitioner experts comprised six expertsetdew the relevance of items of the questionn@esed on their
suggestions, three items were deleted and fousiteene modified. Reliability, on the other handswaeasured using
Cronbach’'s alpha. Table 4 shows variables, dimassif items as well as results of Cronbach’s alphahe
guestionnaire. The results confirmed that Crontsaalgha each item is acceptable, ORAI popularity 0.827), ORAI
concerns ( = 0.949), ORAI use in decision-making € 0.941), investors’ dimensions € 0.0.921). The overall
Cronbach’s alpha value of questionnaire was 0.966). According to George and Mallery (20G8)alue of alpha
greater than 0.90 indicates an excellent levehtefmal consistency while a value of alpha greiian 0.80 suggests a
good level of internal consistency. Therefore,itiserument used in this study was accepted withialits high level of
reliability. Schmitt (1996) added that correlaticea®ong measures of variables should be presentaddition to
Cronbach’s alpha values. The results of inter-itemmelation matrix indicated a positive medium tghhcorrelations
among variables.

Table 4:

Variables, dimensions, items and Cronbach’s afpitize questionnaire

Variables Dimensions No. of ltems Alpha
Maintaining a website POP1 3
Increased demand for ORAI POP2 3
ORAI popularity \oluntary adoption of ORAI POP3 3 0.827
Investors increased interest in ORAI POP4 3
Online trading of stocks POP5 3
Presentation of ORAI CON1 4
Decreased cost of disclosure. CON2 3
Suitable content of ORAI CON3 3
Improved disclosure transparency CON4 3
ORAI concerns 0.949
Timeliness; real-time and periodical reporting of
) . CON5 3
information
Easy access to information CONG6 3
Company background and analysis CON7 3
Forecasting and Future Plan DEC1 3
ORAl use in - :
o ) Reduced information asymmetry DEC2 4 0.941
decision-making
Information on management analysis DEC3 3
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Financial and nonfinancial information DEC4 3
Reporting on corporate risks DEC5 3
Efficiency and effectiveness of stock market DEC6 4
Total 60 0.966

3.2 Correlation matrix

The results of correlation among variables showFaible (5) indicated that variables used in thighstwere positively
correlated. ORAI is significantly and positivelyreglated to ORAI concerns (r = 0.722, P-value 90)Gand investors
use of ORAI in decision-making (r = 0.667, P-vat6.000). These results suggest a strong lineaiaeship among
variables. Multicollinearity was also evaluateaider to ensure the absence of collinearity problem

Values of tolerance and variance inflation factansfirmed that none of the variables depended groBother variables

behaviours.

Table 5:

Correlation matrix results

Variables A B C Tolerance VIF
A - 0.478 2.92
B 0.722** - 0.478 2.92
C 0.667** 0.718** - - -

A: ORAI popularity, B: ORAI concerns, C: ORAI use decision-making, Tolerance > 0.1, VIF: variance
inflation factor < 5.
** Correlation is significant at the 0.01 level {@ied).

4. Hypotheses testing

Hypothesis 1 suggested that there is no populairi@RAI among companies listed in the Saudi StoekKkdt. Means,
standard deviations and t-values were used tosass@ss and relative importance of items for pigdiats’ perceptions as
can be seenin Table 6.

Table 6:
Means and standard deviations of popularity of ORAitems
No. ltems Means SDs Rank Importance t-value Sig.
5 POP3 3.85 1.34 1 High 6.53 0.000
2 POP2 3.46 1.26 2 Moderate 3.77 0.000
1 POP1 3.39 131 3 Moderate 3.44 0.001
4 POP4 3.25 1.31 4 Moderate 251 0.003
3 POP5 3.18 0.98 5 Moderate 2.04 0.046
- - 3.43 1.03 - Moderate 4.57 0.000

The results in Table 6 designated a moderate dlmral of ORAI popularity among companies (meéh43, SD = 1.03,

t=4.57, Sig. = 0.000). Voluntary adoption of ORuds the item that ranked first with a high degfdgenportance (mean
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= 3.85, SD = 1.34, t = 6.53, Sig. = 0.000), whifdiree trading of stocks was the last item with aderate degree of
importance (mean = 3.18, SD = 0.98, t = 2.04, §i0.046). Based on these results, it was apprdwsdtiere is an
evidence of ORAI popularity among companies listettie Saudi Stock Market. Consequently, hypotHesias rejected
and the alternative hypothesis was supported. Hgs® 2 postulated that there are no concerns @Al among

companies listed in the Saudi Stock Market. Meats)dard deviations and t-values were used tosasaeks and
relative importance of items for participants’ pgations.

Table 7:

Means, standard deviations and t-values of ORAtems items

No. ltems Means SDs Rank Importance t-value Sig.
1 CON1 3.61 1.01 1 Moderate 5.09 0.000
5 CONS 3.53 131 2 Moderate 4.23 0.000
6 CONG6 3.50 0.94 3 Moderate 3.96 0.000
3 CON3 3.46 1.02 4 Moderate 3.48 0.001
7 CON7 3.43 1.32 5 Moderate 3.20 0.002
4 CON4 3.38 1.36 6 Moderate 3.05 0.003
2 CON2 3.18 1.34 7 Moderate 248 0.040
- - 3.44 121 - Moderate 3.99 0.000

The results displayed in Table 7 showed a modéeset of ORAI concerns among companies. ltem 1 edrfirst
(presentation of ORAI) with a moderate degree gfdrtance (mean = 3.61, SD = 1.01, t = 5.09, s{@080), followed
by item 5 (Timeliness or real-time and periodieglarting of information) with a moderate degregrgortance (mean =
3.53, SD =0.94, t = 4.24, Sig. = 0.000). ltemrikrast with a moderate degree of importance (mead8, SD =1.34, t
= 2.48, Sig. = 0.000). The results implied a mogeozerall of ORAI concerns among companies (medm4, SD =
1.21,t=23.99, Sig. = 0.000). Based on thesetse$ylpothesis 2 was rejected and the alternagipethesis was accepted.
That is, companies listed in the Saudi Stock Mdrkge numerous concerns about ORAI. HypothesisiBraed an effect
of ORAI on improving investors’ decision-making.

Table 8:

Results of multiple regression analysis

Model summary ANOVA Coefficients
Model .
R F Sig. 3 t Sig.
1 0.824 0.679 126.024 0.000
A 0.160 214 0.035
B 0.701 9.33 0.000

Predictors: A (popularity of ORAI), B (ORAI concain Dependent variable: improving investors degisio

making by ORAI

The results in Table 8 showed a strong positivatioglship among popularity of ORAI and ORAI conceand
improving investors decision-making by ORAI (r 824). In fact, these factors can explain about 68#e variance in
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improving investors decision-making by ORAI. F-valwith a significant level at 0.05 (F = 126.024, Sig. = 0.000)
emphasized a goof fit model in which independemialsées are able to predict the dependent varidiie. results
indicated also that the degree of effect of ORAduarity on improving investors decision-making®RAI (3 = 0.160, t
= 2.14, Sig. = 0.035) was less that the degredf@fteof ORAI concerns on improving investors decismaking by
ORAI (R =0.701, t = 9.33, Sig. = 0.000). Consetlyehypothesis 3 was rejected and instead thenaliige hypothesis
was supported which stated that both popularitpRfl and ORAI concerns and improving investors sieakmaking
by ORAI have a significant effect on improving ist@s decision-making. Table 9 presented the sestibypotheses

testing.

Table 9:

Summary of hypotheses testing

No. Hypotheses Results

HO1 There is no popularity of ORAI among companiegdish the Saudi Stock Market.  Supported

HO02 There are no concerns about ORAlI among comparsed lin the Saudi Stock Supported
Market.

HO3 There is no effect of ORAI on improving investmelgicision-making in the Saudi Supported
Stock Market.

5. Discussion and conclusion

Threefold aims were established in this studyt Rivanvestigate the popularity of ORAI among camigs listed in the
Saudi Stock Market. Second, to explore concerrighibasame companies have on ORAI. Third, to exaihie effect of
using ORAI by Saudi companies on improving investimgecision-making process. The results based tanttat

collected form broker companies confirmed a gowdllef ORAI popularity among those companies. Ftigipants in

this study, the popularity level of ORAI was apdwsince these companies have a good degree otamgladoption of
ORAIl in the existence of an increased demand fmm®RAI from stakeholders particularly investors.

This was in line with previous studies that intkckan outside demand for ORAI by companies (Khah,&008, Aly et
al., 2010 and AdulHalim et al., 2015), website rraimng (Brennan and Hourigan, 2000 and Salawu3pa4 well as
increased interest for ORAI by investors (Brennashldourigan, 2000 and Serrano-Cinca et al., 2009}rading stocks
using online means (Agarwal et al., 2015). On therchand, the results accepted that companiesiuaverous concerns
relating to ORAI. Examples of these concerns fopdhe current study with agreement of previousiegicovered
presentation of ORAI (Spanos and Mylonakis, 200BarKet al., 2008, AdulHalim et al., 2015), decrdagest of
disclosure of accounting information (Debrecenglgt2002), providing a periodical and real-timeaigd information
along with transparency reporting (Kelton and Y&@§)8, Serrano-Cinca et al., 2009, Aly et al., 28i@ AdulHalim et
al., 2015), providing suitable content of inforroatiwhen suing online reporting (Marston, 2003, $pand Mylonakis,
2006, Khan et al., 2008, AdulHalim et al., 2015hgseasy access to this information (AbuGhazaleth €2012) and to
disclosure a background on the company, sharespaigeratio analysis (Hamid, 2005).

Finally, the results pointed out a significant effef using ORAI on improving investors’ decisioraking process. The
same result was echoed in Epping and Wilder (2@hb) found a positive relationship between web-baspdrting of
accounting information and enhancement of investrdenisions. On the other hand, AdulHalim et aD1&) also
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showed an influence of non-financial informationimvestors’ decisions. According to Esterhuyse \Afinigard (2016),
companies that seek to increase investors’ certpinteed to voluntary disclosure. Geerings €Ra03) highlighted an
influence of non-financial information on investatscision-making process. Kamalluarifin (2016)rduhat companies
provide investors with easy access to informatioarder to make decisions possible. It was condiiesed on these
results that companies listed in the Saudi Stockk&tause online reporting of their financial andn#imancial
information.

The majority of these companies voluntary chos@ldiRresponse to the increased demand from stadketsafor using
ORAI and to provide a good image of the compartiiéneyes of investors by adopting several sigmifipgactices such
as updating their information presented via therirgt, decreasing information asymmetry, achieurigrmation
transparency, reporting corporate risks, helpingstors through furnishing information on manageraealysis, future
planning and predictions, financial and non-finahitiformation, and efficiency and effectivenesstotck market.

6. Contribution, limitations and recommendations

Many studies have been carried out to investigatimeo reporting of accounting information in diféert countries.
However, the current study provided a main contidiouto the body of the literature through investigg both popularity
and concerns of ORAI among companies listed irSduedi Stock Market in addition to highlighting thesing ORAI
plays a critical in the enhancement of investmentsibn-making process. Despite the results ofthidy, generalization
of these results should be considered with cawtienlimitations of the study related to the smiak ©f the sample,
difficulty to reach more investors as well as tress-sectional design adopted in this study. Ftuidies, therefore, are
called to pay great attention to these limitations.
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Abstract

It is clear in fact that Customer Relationship Manager{@RiM) projects often end up in failure
and it seems that companies lack guidance for appropriate imyhgioa practice. The purpose
of this paper is twofold: (i) to present an efficient CRiMplementation scheme and (ii) to
develop an integrated application framework for a fully custerhi software system that
integrates various day-to-day operations and provides CRM d¢itipabiThe framework is
applied to a practical reftfe case study of a company offering a wide range of casmeiducts,
focusing on increasing customer loyalty, enhancing sales taskfooductivity, and reducing
customer management costs. The importance of this studynlidgsti it provides a systematic,
practical and efficient approach of designing and implememti@iRM system. This approach is
also directly applicable to any company operating through a netmales representatives who

promote and sell products utilizing outbound telephone communication.

Keywords: Customer Relationship Management; Business Information Systbosness

intelligence; implementation scheme; application frameworknetis industry.
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1. Introduction

Back in the old days, retailers, banks, insurance compaméds;ard dealers had a close relationship with
their customers. They often knew them in person, understoodhdyatvanted, and were in a position to
satisfy their needs and meet their expectations through persmtamized service. As a result, they
earned loyalty and a substantial share of their customaligt. This, however, came at a cost, since
customers effectively subsidized this relationship by payinigenigrices (Peppard, 2000). Over the years,
through mass marketing and increased consumerism, distinguishingliradizonsumers became far too
difficult. Companies began designing standardized products andesetwideliver to segmented

customer populations. Since serving the needs of individual custerasmxpensive and customer-level
data was not available, the importance of the habits and@mneés of individual customers was

inevitably downgraded (Kumar and Reinartz, 2012).

Nowadays, leaps in information and communications technology amtbitipgty of the Internet, offering
customers variety, lower prices, and personalized selgisdecome the key dimension on which
companies forge their competitive advantage. Companigsaetcing elements of an approach to
marketing that uses continuously refined information about curremi@tedtial customers to anticipate
and respond gracefully to their needs, namely Customer Relipddanagement or CRM (Peppard,
2000). According to McKim and Hughes (200@RM was invented because customers differ in their

preferences and purchasing habits. If all customers were ali&es ould be little need for it"

The term CRM emerged in the information technology (IT) veedarmunity by the mid-nineties and it
is used to describe software packages that are intendat@grate and manage all aspects of customer
interaction. More broadly, however, it involves combining a busiaesl marketing strategy to integrate
people, processes, business activities, and technology. Uralpethpective, CRM can be seen as a

sales- and service-related business strategy that ecabigsnies to improve their business-customer

147
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

relationship by focusing on consumer needs and demands, thus resulticigased customer
satisfaction and company profitability. From the aboves @vident that this approach effectively
incorporates the quality management philosophy (Heklét al., 2013). It is also obvious that CRM
relies heavily on technological advances since Computer ®camitthe Web help companies to collect
and efficiently manage data about their customers.

CRM benefits are already well documented: (i) it providdétebeales/marketing information such as
personal details, background, habits, and preferences;iigjpibves targeting to segments and individual
customers; (iii) it enables customer value assessmelit ifiyproves productivity by shortening the sales
cycle, providing rapid access to inventory availability aalicing the number of cold leads; and (v) it
enhances customer care, as it reduces the administratrikeoad, and highlights and resolves customer
service problems more efficiently (for a further discussinrCRM benefits see also Abdul-Muhmin,
2012; Athanasoulias and Chountalas, 2017; Chen and Popovich, 2003; El &s$&VAziz, 2012;
Goldenberg, 2008). Thus, it comes as no surprise that especialgrbigth companies see CRM as a

"critical way of life" (LaValle, 2013).

However, CRM projects are characterized by a high farateeand it seems that a more appropriate
implementation practice is needed (King and Burgess, 2008). Addreks challenge, some recent
studies have proposed various conceptual models and frameworks @egivend Ravasan, 2013; Nour,
2012; Schniederjans and Yadav, 2013), although much additional worktodezldone at a more
practical level. In this context, several critical siwesctactors for CRM implementation should be

considered from a people, process, and technology perspectiviaiiest al., 2016).

This paper aims at providing further practical guidance in ilid, ffocusing on the technology
perspective, by presenting an efficient CRM implementat@ieme and an integrated application
framework for a fully customized CRM software system. Asaxtical case project, a web-based

software system is developed — namely Web Cosmetic @afesred hereafter as WCS) — that integrates
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various day-to-day customer-related operations and provides caiRabilities to a company offering a
wide range of cosmetic products. The company operates throughaket home-based sales
representatives who promote and sell products, utilizing outbelgghbne communication. The primary
focus of the company is mainly set on increasing customeltypgahancing sales taskforce productivity,
and reducing customer management costs. The applicatiore tmagutting-edge technologies (i.e.
Java EE, the Hibernate Object Relational Model and the openesitancework GWT) and incorporates
features such as customer database, customer loyaltyfamdlreeward schemes, automated e-mail
notifications to customers, customer preferences, salesdotamation, sales force productivity,
electronic submission of orders, order history, data analysiglefs, and visualisation.

The remainder of this paper is organized as follows: se2treniews the modules and features of a CRM
Software System; section 3 offers a breakdown of the W@&mentation process by outlining the
requirements' analysis, design, coding, and testing phas@ensé describes and depicts the
functionality and application features of WCS; section 5 dissubseway WCS increases business
intelligence; the final section of the paper draws somelasions on the CRM implementation process

and suggests a number of possible improvements and extension$to WC

2. CRM Software System Modules and Features

This section presents the modules and features of a typidalSeiRware System, that formed the basis
of the distinct WCS components, categorized as follows: (i)othwest Database; (i) Sales Force

Automation / Operational CRM; (iii) Loyalty Reward Programasd (iv) Referral Management.

2.1 Customer Database

Companies have been capturing and storing volumes of infornfatiamumber of years. This mass

infusion of data creates unlimited opportunities for building ieahips with customers. Data
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management is a key CRM enabler. Creating a single,aecand consolidated view of a customer

establishes a foundation that supports all CRM efforts.

When considering the overall CRM objective, the most importaatrdanagement requirements that
must be met are the following (Baran et al., 2008):
all customer data needed must be delivered in @ fiiame appropriate to the needs of each poimitefaction.
customer data delivered must consistently and atelyrrepresent a given consumer entity.
the distribution of customer data from its soureeall points of interaction must be managed throaghingle
point of reference.

all points of customer and business unit interactinist have access to relevant customer data.

The above requirements are met by enabling technology componehtassal referential database. The
data managed by a customer database is categorized meoypand secondary. Primary data is acquired
directly from the original source, as for instance is #eef personal information, whereas secondary
data is information created from other data, such as asalfyspending patterns and preferences. ACRM
database usually holds both primary and secondary data on the aqu#itisribus considered an

invaluable asset for any company.

Marketers typically use customer databases to identifypasfde the most valuable customers and
communicate with them in ways likely to elicit a custongsponse. In general, the following information
is included in customer databases (Kumar and Reinartz, 2012):

Basic information: name, address, ZIP code, ampleine number.

Demographic information: age, gender, marital stadglucation, number of people in household, in¢and

So on.

Psychographic information: values, activities, iagts, preferences.
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Transaction history: the transactions a customerdeaducted; how frequently she/he purchases gdmds;
much she/he spends; how she/he was acquired.

Other information: inquiries and referrals, satisiian, loyalty.

Customer databases can be categorized, according to theiyungdechnology, as follows: Hierarchical
Database; Inverted Database; Object Database; Docudagtiase; and Relational Database (for an
in-depth discussion for each database type, see GeethaeamaiB, 2012; Harrington, 2009; Joo and Lee,

2005; Kostenetskiy and Sokolinsky, 2007; Loganantharaj and Narayan,S2096;2007).

As time goes by, some portion of the customer data becomes$-date or less important from a CRM
perspective. At the same time, the inflow of vast amooindsta has a deteriorating effect on the
customer database. CRM data archiving is the proceaswihg data that is still important and necessary
for future reference or regulatory compliance, but is no longamfctused to a separate data storage

device for long-term retention.

2.2 Sales Force Automation / Operational CRM

The sales force, with its close customer contact, is initiggoso take a lead role in the collection and
dissemination of market information and the creation of vatualrstomer relationships. Before
implementing Sales Force Automation (SFA) tools, companiesierped poor distribution of
sales-related information, inconsistent sales practioelspaor communication between customers and
internal marketing groups (Bush et al., 2005). Application of tedgydb the selling function in the

form of SFA has allowed the sales force to operate in a afficeent manner.
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Sales Force Automation (SFA), or Operational CRM, occiwsnacompanies computerize and
standardize various routine tasks and activities. Companiestiliee SFA systems to form superior
market-sensing and customer-linking capabilities are in aigos$d inform and guide the internal
processes of the company that are responsible for creating custdoe The potential rewards for these
enhanced capabilities are reduced costs, enhanced produttordgsed closing rates, better information
flow within the company, elimination of duplicate databasetebeollaboration between the sales force
and production units, more flexibility with customer serviedslity to share best practices, ability to
reassign leads that have not been acted on, and mongveffeanagement of the sales force. It can also
improve the sales process by creating cross-selling, upgsaind push-selling opportunities (Barker et

al., 2009).

The SFA ecosystem nowadays consists of SFA solution providers,drardnd infrastructure vendors,
and service providers (Buttle, 2009):
SFA solution providers: they are classified in Sépfecialists that offer solutions focused on paldicareas of
functionality within SFA and enterprise suite vergldhat offer enterprise CRM suites that includeASF
modules.
Hardware and infrastructure vendors: SFA applicaticreate significant challenges for the hardware
infrastructure. Vendors are required to provideuohs based on considerations, such as the nuwiber
communication channels that need to be integratddtive SFA application (e.g. web, e-mail or telepé) and
the data processing overhead involved.
Services: service providers can contribute sigaiftly to the overall project expenditure and thplogment

success. They may offer services in areas sucllas [grocess re-engineering and sales personmghgya

SFA applications offer a range of functionality, includingcAunt Management; Activity Management;
Contact Management; Order Management; Contract Managementm@ot Management; Event

Management; Incentive Management; Lead Management; Opporilaitggement; Pipeline
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Management; Product Encyclopedias; Proposal Generation; Quotadimegement; Sales Forecasting;
Territory management; and Workflow Engineering (for a furthecuBsion of SFA application features
see also Boujena et al., 2009; Buttle et al., 2006; Honegtat., 2005; Puri and Ranjan, 2011,
Schillewaert et al., 2005). However, only a few solutions piete full complement of features (Bulttle,

2009).

Apart from this generic set of activities, SFA vendorgmiiesign context-specific solutions applicable in
industries ranging from insurance to pharmaceuticals. Also, &stapplications can generate a wide
range of standard and customizable reports useful to thef@alesand managers. These reports mainly

deliver charts and texts and are useful for identifying amBgurations in the sales process.

2.3 Loyalty Reward Programs

According to Engel and Blackwell (1982), loyalty is the preferéatiitudinal and behavioral response
toward one or more brands in a product category expressed ovevdagi¢ime by a consumer.
Typically, researchers measure five types of behaviour duertgic time intervals to define loyalty in a
competitive market: (i) the percentage of customers buyingralpf@ the number of purchases per
buyer; (iii) the percentage of customers who continue to buy #rab(iv) the percentage of customers
who are 100% loyal; and (v) the percentage of customers whday other brands — duplicate buyers

(Hu et al., 2010).

Loyal customers offer businesses a steady customerrhasefrequent purchase cycles, and higher
profit margins (Rigby et al., 2002). For these reasons, acasléiane spent considerable effort
attempting to explain the mechanisms that affect consunogedty, while practitioners have developed
and applied numerous strategies focused on developing a Ieyah@r base (McCall and Voorhees,
2010).
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Loyalty programs are structured marketing efforts that aienhance customers’ loyalty and increase a
company’s long-term profitability by rewarding their repeat pase behavior (Hu et al., 2010). Loyalty
programs have become a mainstay in several industries. Wrallairlines, hotels, restaurants, and
retailers now provide some type of incentive for customeradowrage loyalty (Hoffman and Lowitt,
2008). Meyer-Waarden and Benavent (2009) report that more thanf@3topean and American
consumers belong to at least one grocery store loyalty pragrdrthat memberships have experienced

double-digit annual growth rates.

According to Kumar and Reinartz (2012), the main loyalty progranjesies are as follows:
Building true loyalty: Customers tend to exhibithbgioral loyalty, that is to transact more with t@mpany
for a number of reasons including conveniencegpiand a sense of loyalty. A loyalty program aim@toke
greater customer commitment by building loyalty.
Efficiency profits: Loyalty programs can inducetenge in customer's buying pattern that can, im, tead to
efficiency profits. This change is measurable imesal ways, such as basket size, the purchaseeinegu
acceleration, price sensitivity, share of walletention, and lifetime duration.
Effectiveness profit: The term refers to the medioriong term profit realized by using the loyafisogram to
gather information about individuals and their bebaand preferences. This process of learningnallthe
company to provide a better-tailored value propasithrough effective product offerings.
Value alignment: If a company pursues value aligmnie simply attempts to match the cost incurrederve a

particular customer with the profit that persombs to the company.

O’Brien and Jones (1995) suggest that five elements of aygyalgram determine its value: (i) the cash
value of the redemption rewards (e.g. the ratio of theafast airline ticket to the dollar purchases
necessary to accumulate frequent-flyer points); (ii) @mge of choice of these rewards (e.g. choice of

flight destinations); (iii) the aspirational value of tteevards (e.g. exotic free travel is more desirable than

154
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

a cash-back offer); (iv) the perceived likelihood of achievirgrewards (e.g. how many points are
required to qualify for a flight); and (v) the schemes edisese. Buttle (2009) also argues that the main
drivers of loyalty program effectiveness are the alignmétite program design with the desired goals,

and the attainability and relevance of rewards.

2.4 Referral Management

The concept of relationship marketing as a set of marketingtees aiming at establishing, developing,
and maintaining exchange relationships has dominated the markietcourse during the last decades
(Morgan and Hunt, 1994). In industrial marketing, the philosophy afioelship marketing can be taken
to the extreme in the form of reference utilization, whetisting customer relationships have a key role

in the supplier's marketing activities (Salminen and MOR806).

In the process of customer reference utilization, existingpmests typically work as important advocates
and “enthusiasts” for the supplier company (Osarenkhoe and Bennani, 20@R)ing testimonials,
hosting reference visits, and providing information about the deliveolutions and their performance.
These kinds of reference customers are generally consiaegmverful marketing tools for reducing the
perceived risk of a potential buyer and increasing the sujgptiedibility. American Express, British
Telecom, and many phone companies offer discounts and othedsewaustomers who help them sign
up new subscribers to their services (Biyalogorsky e2@01). Large IT companies such as Microsoft,
Dell, IBM, SAP, and Sun Microsystems have coordinated custafenence programs designed to
encourage their business customers to participate in vadfaremce activities, ranging from being
interviewed for a customer case or video testimonial tdrigpatreference visit or talking at an industry
event (Jalkala and Salminen, 2010). Eismann, the German fi@zeémanufacturer estimates that 30%
of its new customers are recruited by referrals frotisfgad customers (Buttle, 2009). Despite, however,

of naturally-occurring referrals, companies still choose t@lbgp a Customer Referral Scheme (CRS).
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CRFs are also known as Member-Get-Member (MGM) and ReemuahA-Friend (RAF) schemes.

Customer reference marketing, as a phenomenon, needs targudibed from word-of-mouth (WOM)
communications (Trusov et al., 2009). Although some authors use thgtoot®/OM and referencing
interchangeably (Olaru et al., 2008), it is important to nza#lestinction between them. While WOM is
typically described as an informal interaction betwaestamers, and thus may be characterized as a
market-level phenomenon, largely beyond the control of marketesgymer reference marketing
concerns supplier-initiated activities undertaken in ordezwerhge customer relationships and previous

deliveries (Jalkala and Salminen, 2010).

CRFs are a very cost-effective method of customer acquishi®@y. cost little to operate much less
than advertising and the customers derived by these strategies tend toredayal and spend more
(Buttle, 2009). According to a study conducted by Schmitt (2010) reefeustomers have a higher
contribution margin, a higher retention rate and are more halat least 16%) than non-referred

customers with similar demographics.

According to Johnson et al. (2003), the following are the fathatscontribute to a customer's
willingness to refer:
Relationship appraisal with the salesperson: Rafemnesult from the salesperson and customer haviggod
relationship. An empirical study that examined nefis found that high levels of relationship qualitith the
salesperson are associated with customer likelilbboeferring business to the salesperson (Bolet 1997).
Perceived relationship continuity: The easiestrrafe come from clients with whom the salespersas an
ongoing relationship (Washburn, 1996).
Satisfaction: Customers who have higher levelsatistaction within the buyer-salesperson relatignsire

more likely to have positive appraisals of thelatienship with their salesperson (Biyalogorskykt 2001).
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Conflict: The buyer’s perceived tension with théesperson may have a negative outcome on the zajler-
relationship unless it is effectively managed (Weind Bradford, 1999).

Trust: Trust is defined as having confidence thatgalesperson can be relied upon to behave imaangat
serves the long-term interest of the customer @Wil4995). Customers’ assessment of the degreesifthey

have in their salesperson will influence their @fegvaluation of the buyer-seller relationship.

3. WCS implementation scheme

This section outlines the system development methodology employed this study. WCS realization
was based on the Waterfall model. This is a sequentiabagiprdescribed by Royce (1970), in which

development is seen as flowing steadily downwards, like a fattéinrough the phases of: (i)

requirements analysis; (ii) design; (iii) coding; (iv) tegtiand (v) maintenance (the analysis of the latter

stage is out of this paper's scope).

3.1 Requirements Analysis

This phase establishes the user expectations for the new prodedt as the system constraints.
Requirements must be quantifiable, relevant and detailethapdelate to how well the system will work

in its intended environment. A common categorization of requirenmaitales Customer Requirements,

Functional Requirements, and Performance Requirements. Cosstn@monditions that exist because of

limitations imposed by external interfaces, project supporttesithology.

Requirements Analysis is an iterative process of inquiry esalution. In the WCS case project, it

involves interviewing the stakeholders such as sales repagises, the assistant sales manager, and the

sales manager with the intent of collecting requiremeata the user perspective, and then critically

analyzing and refining the customer-defined features, in tod=yme up with a commonly approved set
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of expected results.

3.2 Design

This phase is carried out in two distinct levels: (i) Applaa Design; and (ii) Database Design.

3.2.1 Application Design

WCS was designed using the Unified Modeling Language (UMhjchvis the de-facto standard for
designing Object-Oriented software. UML is a framework usedsualize, specify and document the
artifacts, business processes and various components of areaffisem. There are several types of

UML diagrams available, such as Class Diagrams, PadRagrams and Use Case Diagrams.

Class diagrams are arguably the backbone of every objenteatisolution. They show the static
structure of the designed system, subsystems and componemtgamttof related classes and interfaces,
with their associations, generalizations, and dependenciesoB3ypace limitations, only a sample of the

WCS class diagram is shown in Figure 1, as a typical exampl
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Figure 1: WCS Class Diagram (sample).

Package diagrams are essentially a compile-time groupingansm. Packages are UML constructs that
enable the designer to organize model elements into rejedags, thus minimizing dependencies among
them, and making the system architecture simpler and ¢asiaderstand. The WCS package diagram is

shown in Figure 2.
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Figure 2: WCS Package Diagram.

Use cases are services or features provided by the sistesnusers. A Use Case diagram describes a set
of actions (use cases) that the system can perform ilbomdi#on with one or more external users of the
system (actors) to provide some observable and valuablesrasthie actors or other stakeholders of the

system. Figure 3 represents the distinct roles and useafas&s3S.
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Figure 3: WCS Use Case Diagram.

3.2.2 Database Design

The relational database design process consists of the fadjst@ps: (i) all of the types of information

that we want to store in the database are recorded;giipntbrmation items are organised into major

entities; (iii) each table’s primary or composite keyeéirtkd; (iv) the relation between the data in one

table and the data in other tables is decided; (v) data hpatnan rules are applied in order to optimize
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database structure. A relational database is more suitapiigally modeled by means of
Entity-Relationship Diagrams. An Entity-Relationship Diagreonsists of the entity types (tables),
attributes (columns) and relationships among tables. Figure dnpsegle Entity-Relationship Diagram

that models the WCS database.
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Figure 4: WCS Entity-Relationship Diagram.

3.3 Coding

Coding is actually the most complex and time-consuming sifile development process. WCS was
coded using Java as the main programming language and obgtaton as the programming paradigm.
The coding productivity is maximized by using an Integrated Deweent Environment (IDE). In the
present case project, Eclipse was the IDE of choice. krtbyiented coding, implementation is
organized in objects rather than actions and data rathelothianThis allows for data abstraction,

encapsulation, and reusability. In order to manage changeslé a configuration management process
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was applied. This process performs systematic controlaofges in artifacts that are used to construct the
software system for the purpose of maintaining software ityegrd traceability throughout the software
coding phase. Subversion, often abbreviated SVN, is the sefteasion control system used in

conjunction with Assembla, a free online repository hoster.

3.4 Testing

No matter how well structured the implementation processhawncefficient and competent software
engineers are, there are always bugs to catch in a seftavad this is what makes testing such a critical
element of the cycle. The testing strategy employed ikM8& case project accommodated the following
techniques:
Unit testing: Short code fragments were written erecuted to verify completeness and correctnesadf use
case and integral algorithmic procedure.
Usability testing: Checks were performed to verihat: the application complies with globally aceapt
conventions and standards; the system is usemdfyiefor all types of users, from novice to expettip
look-and-feel is consistent throughout the applicgtthe content is not over-crowded; and error aaning
messages are explanatory.
Performance testing: Tests were conducted to ctieckpplication behavior under circumstances witleavy
load.
Interface testing: Performed to verify data flowaas different layers (client, server and datahas®) that the
exposed interfaces are extensible.
Compatibility testing: The application performanaas checked on different browsers (Mozilla, Chrome,
Internet Explorer), and different operating syst€ivendows, Unix).
User acceptance testing: Users were asked to exdaitinct scenarios to verify that the applicatt@haves

according to their expectations and that requirésare met.
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4. WCS application framework

This section describes the WCS application features arattims available to the user through the user
interface. It is essentially a walkthrough of the systEne WCS Graphical User Interface (GUI), as
shown in Figure 5, consists of the following elements:

Main Menu: Enables access to the different screens.

Tabbed Panel: Contains the tabs opened by the user.

Action Log Panel: Includes logs of the actions ctetgal.

Status Bar: Displays the user currently conneded/his role, and the timestamp of the connectmithe

server.
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Figure 4: WCS Entity-Relationship Diagram.
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Figure 5: The WCS application window

The main WCS application features, as presented in the subsegotois, are as follows: (i)
"Customers"; (ii) "Sales Representatives"”; (iii) "Produdis) "Calls"; and (v) "Orders". For each one of
the above features, the options of: "add new", "search"”,ifgi@hd "view" are available. "Statistics"

and "User Management" are also presented below as supplenfeatares.

Note that the "search" option acts as an input to the nexvpivons. In other words, in order for the user
to modify or view the details of a specific customer, sadpresentative, product, order or call, she/he
must first perform a possibly filtered search. Oncestdaach is complete, the results are displayed in the
corresponding data grid. Note that inactive customers or sgiessentatives, canceled orders, and
unavailable products are set to appear in red.

165
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

Moreover, for every "add new" and "modify" screen in thetesy, after the user completes input, she/he
must press the Save button to initiate the data vadilaind storage process. If there are any errors
encountered during this process, the user is informed accortlimgbigh a message box, otherwise, the
successful action is added in the action log panel and thersi reset and becomes available for the

new input.

4.1 Customers

Some critical specifications of the "Customers" featyons are listed below:

(a) Add a new Customer: This option enables users to add newneus to the database. Creation fields
include full name, address, several contact details, asksgghes representative, referrer customer, and
other remarks (such as special preferences). If the nstoroer has been referenced by an already
existing one, the referrer is automatically offered aalist off the next order. The latter also receives an

automated e-mail notification.

(b) Search Customers: Users can search for both activeaastd/e customers. Various filtering criteria,

such as surname, phone number etc. may be applied.

(c) Modify a Customer: This option enables editing of all neviazner creation fields. Some additional
non-editable fields are also available here (i.e. the Custt the record creation timestamp, and the
timestamp of the last update). Customers that are no longes sales representative's clientele may also
be set to inactive by checking the corresponding checkbox. Nonethb&bsstory of her/his activity, i.e.

calls and orders, are not removed and are still includ#ékistatistical calculations.
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(d) View a Customer Record: The final customer-related ogti@bles users to view details, such as
personal data and call/order history. The two field setsatdre simultaneously expanded to ensure that

users do not have to use the scrollbar to navigate throughgheniarmation.

4.2 Sales Representatives

Some critical specifications of the "Sales Represesmsitifeature options are listed below:

(a) Add a new Sales Representative: Adding Sales Reprigesnta the system is a fundamental use
case since without sales representatives no calls and tlmuders can be fulfilled. Ideally, this action
should be preceded by the addition of the corresponding userdystieen so that the new sales
representative can login to the system immediately béighis details are successfully persisted in the
database. Apart from the typical fields (i.e. name, airtetails etc.), a unique employee number, taken
from the company's personnel records, should also be assigneth tBades Representative. This number
can be used to integrate the information from this softegstem with personnel data recorded by other

in-house applications.

(b) Search Sales Representatives: Users can searchif@dbioe and inactive sales representatives.

Various filtering criteria, such as identification number, Eyge number etc. may be applied.

(c) Modify a Sales Representative: This option enables editiati oéw sales representative creation
fields. The fields that are not editable, such as the ideattdn number or the timestamp of his entry to
the system are greyed and disabled. In addition, the spleseatative can be disabled by checking on

the inactive flag. In this case, she/he will no longealble to login to the system.

(d) View a Sales Representative Record: Users are alsacabfowse the sales representative records.
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This screen contains two field sets, one of them comigithie basic details (i.e. name, id number etc.),
and another one including her/his activity history (i.e. caild their corresponding order). If the user
wants to have further information on a specific call or orslez/he can use the call id or the order id to

perform a filtered search.

4.3 Products

Some critical specifications of the "Products" featureooystiare listed below:

(a) Add a new Product: There are various products availatie icompany's catalog, hence apart from
the obvious details, the goods have been properly categoriasdisb both sales representatives and
customers. Also, in order to assist in the processindudiiitment of orders, it has been decided to

include the product code used to identify products in the compaasehouse database.

(b) Search Products: Users can perform search operationscugenig, as for instance, the product name,

the manufacturer, the product category, and the date the produatided to the catalog.

(c) Modify a Product: If a product price changes, then it camplated through this option. Moreover, if
a product is no longer offered by the company, it can be renfoM@dthe application catalog by setting
the "removed" flag to true. This change is not final drdpgroduct may become available again by
unsetting the flag. It should be noted that any past recoatsdekith this product remain intact

irrespective of the product status.

(d) View a Product: Displaying product-related information ineslvetrieving both the insertable
information as well as product historical information, sucthasorders that included this product, the
number of items ordered, the discount applied and more.
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4.4 Calls

Some critical specifications of the "Calls" feature optiareslisted below:

(a) Add a new Call: The call details of interest that sthtwel added to the database are: the names of the
sales representative and the customer; the call timestandhe call outcome. There are three possible
outcomes for a call to a customer: (i) the customer mayespond at all (Unsuccessful); (ii) the
customer may respond but decide not to order (No Order)h@igtistomer may have a new order
submitted to the system (Successful). The latter outcomgles the button "New Order”, which leads the

user to the "Add a new Order" option.

(b) Search Calls: Searching through the calls in the syistestves utilizing several criteria, as for
instance, the persons involved, the call outcome, the ordemhitth it is linked (if successful), and the

duration.

(c) Modify a Call: Call editing is somewhat different fronetprevious edit scenarios, as in this case call

cancellation is an irrevocable action. Also, if the ealhand was originally marked as successful, a

subsequent removal of the corresponding order occurs automaticaitjorce data integrity.

(d) View a Call: The call view screen includes all lizsic call details, as mentioned earlier.

4.5 Orders

Some critical specifications of the "Orders" feature optaneslisted below:
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(a) Add a new Order: This option is enabled after a newscallccessfully completed. Thus, all the call
details (i.e. call id, sales representative, custoarerplready filled in the database. Apart from thé cal
details, this screen also includes an order details grah Eav corresponds to a different product being
ordered. The necessary product information is only the productwddde must be known by the sales
representative. Once the code has been entered, thmmegrinformation (product description and cost
per item) is fetched from the persistent storage. Thethearenters the quantity requested and the total
cost is automatically calculated. Discount can be appliedécor more of the products. Also, the sales
representative can check whether there are any open coapding Eustomer by clicking on the
"Coupons" button. This action causes a modal window to appear soré®n listing the open coupons;
that is coupons that have not been already used and have not.dxpiredustomer chooses to use a
coupon, the discount column is refreshed with the discount offerttelgoupon, and the item cost and
total order cost are automatically recalculated. If orother hand, the customer chooses to discard the
coupon originally chosen, she/he can have the sales remtagzptress the "Discard" button, in which
case the discount column will be reset, and the product andawsts will be worked out again. Upon
submission of the order, a receipt is sent to the cus®ewenail address. At the same time, the customer
is awarded 1 point of loyalty for each euro spent. When Isdofialty balance reaches 100 points, a new

loyalty coupon is generated for her/him and the customer ifsedogiccordingly by e-mail.

(b) Search Orders: There are several useful filtenitgra that can be combined to retrieve order records
from the persistent storage, namely the order id, thespmneling call id, the persons involved, the cost

range, the creation date range, the product ordered, and tbetarder status.

(c) Modify an Order: This option allows users to update produgtsoatuct-related information within an
order. They may even cancel an order, however, this is im délcat cannot be undone. In addition,
canceling an order triggers the following events: (izacellation notification is automatically sent to the

corresponding customer; (ii) the status of the call linket tié order is set to "No Order" so that data
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remains consistent.

(d) View an Order: The order view screen includes albtiic order details, as mentioned earlier.

4.6 Statistics

A number of different statistics and illustrative charts available to managers including:
Average Call Duration (total; per Sales Represengtaper Customer).
Average Successful Call Duration (total; per S&epresentative; per Customer).
Average Order Amount (total; per Sales Represemtatier Customer).
Percentage of Successful Calls (total; per SalpseRentative; per Customer).
Customers per Sales Representative.

Product Popularity (quantity-specific; revenue-s$jec

The aforementioned statistics and charts provide an exce#isist for increasing business intelligence

(for further details see Section 5).

4.7 User Management

All types of users must be authenticated before entenggystem as a means of identifying them,
verifying that they are indeed allowed to access thdagtgn but also to enter a restricted service within
the application. For obvious reasons, the User Management ss@dp available to Administrators. In
this screen, users can be created, modified or deletiinfstrators can save all of their changes simply
by pressing the "Save" button once, at the end of their seb&iwaover, pressing the "Reset" button

discards all unsaved changes and synchronizes the data tyrith@vinformation in the database.
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5. Increasing business intelligence through WCS

WCS has a wide practical utility since it provides valuaigti-level information to managers,
increasing business intelligence in areas such as salesentatives' performance, customer loyalty, and
product performance. Such information is mainly obtained throtagistscally analyzing a number of

indices, as described below.

First, the "Average Call Duration" index allows managersiéntify distinctive behavior (i.e. the data set
outliers) exhibited by sales representatives and/or customeyarticular, it aims to draw attention to
those employees and clients that consistently participatelswatth prolonged duration and help resolve
whether this affects, either positively or adverselycddeoutcome, the overall employee effectiveness,
and the customer satisfaction. In cases where this behawonfined to specific pairs of participants, a
reassignment of the customer may be required to prevenvfidslance in the relationship between the

latter and the employee.

The "Average Successful Call Duration” index is complemgritathe previous one. It presents the
average duration of calls that led to an order and sasrasstrong indicator of employee efficiency. It
can help identify essential personality traits and skifts in the most efficient representatives that could
aid the Human Resources Management division in the pers@uneitment process, as well as pinpoint

best practices that could be taught and applied at a depasndenievel.

The "Average Order Amount" index can be used to discover unzattd or seasonal fluctuations that
have to be acted upon, for instance by encouraging underachialgsgepresentatives to entice
customers through special deals and offers or by luring leakdagtomers with new products and free
gifts. It can also help to categorize customers into greupk as premium and regular and treat each

group differently.
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The "Percentage of Successful Calls" index can be cochliith data generated by other statistics to
help create customer personas and determine which buyerstabéedor cross-selling and up-selling. It
can also reveal training needs for the least effepreonnel and declining trends in the productivity of
specific staff members that should possibly be investigAtetthie same time, it can help determine which

employees should be praised and rewarded for their performamt&hich are potentially demotivated.

The "Customers per Sales Representatives” index actsigzuano the resource allocation plan and can
reveal arising imbalances in the workload of the latters allowing for a more equitable distribution of

customers to sales personnel. Furthermore, it provides a reedsalesman popularity.

Finally, the "Product Popularity" index can assist the compatiye supply planning and to draw
decisions as to which products should be removed from the catatbgumirrent trends of the market,
whether the profit margins and/or prices should be readjustedylattier the relationship and

cooperation with certain manufacturers and wholesalers sheidttengthened.

6. Conclusion

The CRM systems are rightly considered as an essentidbtamigrowing number of companies
pertaining to different sectors, as they can offer a ogmt source of competitive advantage. Indeed, the
CRM systems enable companies to effectively design, imgsilermonitor and improve their customer
service processes. In doing so, companies reinforce theibilitips of providing services of high quality,
and establish, maintain, and enhance long-term associatidnsustbmers. However, in practice, the

high rate of CRM failures hinders the efforts of many comataierards this goal.
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This paper provides a systematic and efficient approach sigrdeg and implementing a CRM
system. In this context, both an implementation scheme andpalication framework are
presented, aiming at increasing the chances of CRM Bsogeccess. In order to demonstrate this
approach, a practical refefie example is provided. This involves a company operating tiraug
network of sales representatives who promote and sell a wideashogemetic products, utilizing
outbound telephone communication. Note that the proposed approach coubeé aisplemented

by any company with similar customer service processes.

The implementation scheme used in this paper is based olasisecal Waterfall model. In this respect,
the phases of requirements analysis, design, coding, dimdjt@e analyzed. The actual software (i.e.
WCS) is implemented as a fully-featured, customizedadjmeral CRM solution that includes the
following modules:
Customer Database, including the most importantoousr-related data, such as personal details, itgctiv
history, loyalty, and preferences.
Sales Force Automation, including sales functi@ush as new customer data capture, customer detvag
call register, product catalog, and electronic ssbion of orders.
Automatic Customer Notification Mechanism, i.e. thestomers receive an e-mail confirming new, uptiate
canceled orders, as well as informing them of distcoupon availability.
Referral Reward Scheme, i.e. for every new referedérrers are awarded a discount coupon.
Loyalty Reward Scheme, i.e. for a certain amoushgpcustomers are awarded a discount coupon.
Statistics, including data visualization that dég information on sales representatives (workle#iGiency,

productivity), customers (loyalty, preferences) @anoducts (popularity, revenue).

As every other software product, and despite being built uporyadeepted standards, WCS is subject
to further improvements. A number of extensions and enhancementgutthpossibly be addressed in

future research, may include the following: increase of ¢kearsty level of the system by configuring the
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application server to use the Secure Socket Layer for comntioniedth the clients; integrate WCS with
the company's back-office payroll application to automate elounl of the commission and payment of
the sales force; improve the field validation in the stsdeser interface) to ensure data correctness and
integrity; extend the customer notification module by realiSM$E notification to customer mobile
phones; implement a backup process to eliminate the possibilagsobf important operational
information, such as customer records; provide images of pro@netisle on-demand coupon generation
to compensate for the potential frustration caused to thiernas at any stage of his interaction with the
company; enable invoice printing thus further accelerating the prdeessing time; develop a report
mechanism to enabling users to view information and statist printable format; build an extension for

customers to enable them to file complaints and claimse®ive feedback.

References

1. Abdul-Muhmin, A.G. (2012) 'CRM technology use amdpiementation benefits in an emerging market',
Journal of Database Marketing & Customer StrateggnisigementVol.19 No.2, pp.82-97.

2. Athanasoulias, G. and Chountalas, P. (2017) 'Magagustomer relationships: A comprehensive litegatu
review and future directionshternational Journal of Decision Sciences, RisH Managementvol.7 No.1/2,
pp.70-87.

3. Baran, R.J., Galka, R.J. and Strunk, D.P. (2088nciples of Customer Relationship Management
Thomson/South-Western, Mason, OH.

4. Barker, R.M., Gohmann, S.F., Guan, J. and Fauld$, @009) 'Why is my sales force automation system
failing?', Business Horizons/ol.52 No.3, pp.233-241.

5. Biyalogorsky, E., Gerstner, E. and Libai, B. (20@)stomer referral management: optimal reward rarog’,
Marketing Sciencevol.20 No.1, pp.82-95.

6. Boles, J.S., Barksdale, H.C. and Johnson, J.T.7j1'8&isiness relationships: an examination of fifects of
buyer-salesperson relationships on customer reterstind willingness to refer and recommeddurnal of
Business & Industrial Marketing/ol.12 No.3/4, pp.253-264.

7. Boujena, O., Johnston, W.J. and Merunka, D.R. (R00% benefits of sales force automation: a custtsn
perspective'Journal of Personal Selling & Sales Managemé&fal.29 No.2, pp.137-150.

8. Bush, A.J., Moore, J.B. and Rocco, R. (2005) 'Usiderding sales force automation outcomes: a maahger
perspective'lndustrial Marketing Managemenvol.34 No.4, pp.369-377.

9. Buttle, F., Ang, L. and lIriana, R. (2006) 'Salegcé automation: review, critique, research agenda’,
International Journal of Management Reviews|.8 No.4, pp.213-231.

175
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

10

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

Buttle, F. (2009) Customer Relationship Management: Concepts and ribdopies 2nd ed.,
Butterworth-Heinemann, Oxford.

Chen, 1.J. and Popovich, K. (2003) ‘Understandimgamer relationship management (CRM): people,gg®c
and technologyBusiness Process Management Jourkal.9 No.5, pp.672-688.

El Essawi, N. and El Aziz, R.A. (2012) 'Determinitige main dimensions that affect e-customer retatigp
management readiness in the Egyptian banking indushternational Journal of Electronic Customer
Relationship Managemen¥ol.6 No.3-4, pp.217-234.

Engel, J.F. and Blackwell, R.D. (1982pnsumer Behavip#th ed., Dryden Press, New York.

Geetha, V. and Sreenath, N. (2012) 'High concuyréaic continuously evolving OODBMS', iRroceedings
of the 9th International Conference on Distributé€bmputing and Internet Technology (ICDCIT)
Bhubaneswar, India, pp.94-105.

Goldenberg, B.J. (2008RM in Real Time: Empowering Customer Relationshipi@rmation Today, New
Jersey.
Harrington, J.L. (2009Relational Database Design and Implementation: @yeBxplained 3rd ed., Morgan

Kaufmann, Burlington, MA.

Havli ek, K., Be kova, P. and Zampeta, V. (2013) 'Quality managenasnta part of CRM'European
Research Studies Journalol.16 No.4, pp.15-28.

Hoffman, J.L. and Lowitt, E.M. (2008) 'A better way design loyalty programsStrategy & Leadership
Vol.36 No.4, pp.44-47.

Honeycutt, E.D., Thelen, T., Thelen, S.T. and Hodgd. (2005) 'Impediments to sales force automgtio
Industrial Marketing Managemenvol.34 No.4, pp.313-322.

Hu, H.H., Huang, C.T. and Chen, P.T. (2010) 'Doamyprograms truly build loyalty for lodging indng?’,
International Journal of Hospitality Managemei®l.29 No.1, pp.128-135.

Jalkala, A. and Salminen, R.T. (2010) 'Practices famctions of customer reference marketing: legieig
customer references as marketing asdatiistrial Marketing Managemenvol.39 No.6, pp.975-985.
Johnson, J.T., Barksdale, H.C. and Boles, J.S.3)20@&ctors associated with customer willingnesseter
leads to salespeopldpurnal of Business Researdfol.56 No.4, pp.257-263.

Joo, K.H. and Lee, W.S. (2005) 'An incremental doent clustering for the large document database’, i
Proceedings of the 2nd Asia Information RetriewahBosiumJeju Island, Korea, pp.374-387

King, S.F. and Burgess, T.F. (2008) 'Understandingcess and failure in customer relationship managg,
Industrial Marketing Managemenvol.37 No.4, pp.421-431.

Kostenetskiy, P.S. and Sokolinsky, L.B. (2007) 'Wsi of Hierarchical Multiprocessor Database Systein
Proceedings of the 21st International Conference High Performance Computing, Networking and
Communication Systems (HPCNCSjlando, Florida, pp. 245-251.

Kumar, V. and Reinartz, W. (2018ustomer Relationship Management: Concept, Strategy Tools 2nd
ed., Springer, Heidelberg.

Lavalle S. (2013)Customer-centric transformation: five keys to legdsuccessful chang®lerkle Thought
Leadership Series.

176
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

http://www.merkleinc.com/sites/default/files/wiptgers/Customer-Centric-Transformation_ WEB_O.pdf
(Accessed October 20, 2016).

Loganantharaj, R. and Narayan, V.B. (2006) 'Sempualontology based semantic literature retrievatesy’,
in 19th IEEE International Symposium on Computer-Bégedical Systems (CBMSjalt Lake City, Utah, pp.
875-880.
McCall, M. and Voorhees, C. (2010) 'The driverslafalty program success an organizing framework and
research agend&€ornell Hospitality QuarterlyVVol.51 No.1, pp.35-52.
Mckim, B. and Hughes, A. (2000) 'How to measure CRNtcess',Target Marketing Vol.23 No.10,
pp.138-149.
Meyer-Waarden, L. and Benavent, C. (2009) 'Grocetsil loyalty program effects: self-selection arrghase
behavior changepurnal of the Academy of Marketing Scien¢el.37 No.3, pp.345-358.
Meyliana, Hidayanto, A.N. and Budiardjo, E.K. (2Q16he critical success factors for customer retathip
management implementation: a systematic literatev@ew', International Journal of Business Information
SystemsVol.23 No.2, pp.131-174.
Moalagh, M. and Ravasan, A.Z. (2013) 'Developing peactical framework for assessing ERP
post-implementation success using fuzzy analytiwoek process'International Journal of Production
ResearchVol.51 No.4, pp.1236-1257.
Morgan, R.M. and Hunt, S.D. (1994) 'The commitmienst theory of relationship marketinglournal of
Marketing Vol.58 No.3, pp.20-38.
Nour, M.A. (2012) 'An integrative framework for ¢amer relationship management: towards a systeave,vi
International Journal of Business Information SysteVol.9 No.1, pp.26-50.
O'Brien, L. and Jones, C. (1995) 'Do rewards reatlgate loyalty?'Harvard Business Reviewol.73 No.3,
pp.75-82.
Olaru, D., Purchase, S. and Peterson, N. (2008 mFcustomer value to repurchase intentions and
recommendationsournal of Business & Industrial Marketingol.23 No.8, pp.554-565.
Osarenkhoe, A. and Bennani, A.E. (2007) 'An exptoyastudy of implementation of customer relatiapsh
management strategiBusiness Process Management Jourial.13 No.1, pp.139-164.
Peppard, J. (2000) 'Customer relationship manage(@#M) in financial servicesEuropean Management
Journal, Vol.18 No.3, pp.312-327.
Puri, S. and Ranjan, J. (2011) 'Value drivers mhhology enabled sales force automatibrigrnational
Journal of Electronic Customer Relationship Managetrivol.5 No.3-4, pp.259-271.
Rigby, D.K., Reichheld, F.F. and Schefter, P. (30820id the four perils of CRMHarvard Business Review
Vol.80 No.2, pp.101-109.
Royce, W.W. (1970) 'Managing the development ojdasoftware systems', Proceedings of IEEE Western
Electronic Show and Conventidnos Angeles, CA, pp.1-9.
Sabu, G. (2007) 'Comparison of RDBMS, OODBMS and ORDBMnformatica EconomicaVol.11,
pp.83-85.
Salminen, R.T. and Médller, K. (2006) 'Role of refeces in business marketing: towards a normateeryhof
referencing'Journal of Business-to-Business Marketikigl.13 No.1, pp.1-51.

177
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

45. Schillewaert, N., Ahearne, M.J., Frambach, R.T. Maknaert, R.K. (2005) 'The adoption of information
technology in the sales forcdustrial Marketing Managemenvol.34 No.4, pp.323-336.

46. Schniederjans, D. and Yadav, S. (2013) 'SuccessRPF implementation: an integrative mod@&ysiness
Process Management Journ®ol.19 No.2, pp.364-398.

47. Schmitt, B.H. (2010Customer Experience Management: A Revolutionarydgmh to Connecting with your
CustomersJohn Wiley & Sons, New York.

48. Trusov, M., Bucklin, R.E. and Pauwels, K. (2009jféEts of word-of-mouth versus traditional marketin
findings from an internet social networking si®urnal of MarketingVol.73 No.5, pp.90-102.

49. Washburn, S.A. (1996) 'The many ways to lure prospe clients' Journal of Management Consultingol.9
No.2, pp.27-33.

50. Weitz, B.A. and Bradford, K.D. (1999) 'Personallisgl and sales management: a relationship marketing
perspective'Journal of the Academy of Marketing Sciengel.27 No.2, pp.241-254.

51. Wilson, D.T. (1995) 'An integrated model of buyetlsr relationships'Journal of the Academy of Marketing
ScienceVol.23 No.4, pp.335-345.

178
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

THE EFFECTS OF TRAINING AND MOTIVATING EMPLOYEES ON

IMPROVING PERFORMANCE OF CONSTRUCTION COMPANIES:

THE CASE OF JORDAN

Rateb J Swei§ Razan Ghaliorf Mohammad El- Mashalel?, Israa Amayreh’, Al- Sayed Niveen,
Wasiim Al Balkhi®
! Professor, Dep. of Business Administration, Théveirsity of Jordan, Amman, Jordan, E-madlteb.sweis@gmail.com
2Dep. of Civil Engineering, The University of Jorddmman, Jordan, E-maitazan_ghalyoon@hotmail.com
3Professor of Civil Engineering, Hashimite UniveysEmail: mashaleh@hu.edu.jo
4 MBA, Department of Business Administration, Theilémsity of Jordan. Emailes_alamayreh87@yahoo.com
5 Instructor, Department of Business Administratibhe University of Jordan. Email:n.alsayed @ju.azlu. |
5 Wassim Al Balkhi, Department of Civil Engineerinthe University of Jordan. Email: wassim.albalkhy@ij.com

Abstract

The objectives of this study are to identify and rank factorsagfihg and development, and motivation
in construction companies in Jordan and to determine the iroptese practices on the performance of
these companies. The data was collected using questionnairdoflanian construction contractors’
association (JCAA), there are (375) companies classifietf'an( 2% under (building, highways, water
sewage and electromechanical works). The questionnaire wastirtgrgthese categories. 90
guestionnaires were distributed with 81 questionnaires weertvesl. The collected data was analysed
through the statistical package for social science (SH®8)findings reveal that there are strong and
positive relationships between training and development, andvatioh of employees and the
performance of construction companies. In addition, the most iargdéctors of training and motivation
that can improve Construction Company’s performance are seltatifetearning transfer, learning
environment, trust, communication style and interpersonal oakdtip.

Key words: Training and development, T & D, motivation, performance, cortstrucompanies, Jordan.
1. Introduction

Training is one of the functions of human resource that increase kn@ylskils and changing the
attitude of workers (Swanson and Holton, 2001). Scholars have confirntethekimation is another
function of human resource that engages the behaviour of workers thmaately increase the
profitability and productivity of the firms (i.e. Armstrong, 200ypRampu, 2013, Sweis et al, 2009;
Alawneh and Sweis,2016)). Employees are motivated when they ekpethe course of action is going
to prompt the fulfilment of an objective and esteemed reward. fineréf the company needs to achieve
its objectives it is important to understand how to motivateniisl@yees (Armstrong, 2007; Sweis et al,
2013)).
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Different types of employees exist in construction projects sugra@sct managers, engineers,
and labor. Previous studies stated that the damages of the buildtngecause of the bad quality of
construction. It also might be due to the presence of unskilled labowitalods supervision and low-
quality materials (Odusami et al., 2003).

In construction, techniques and work processes are continually advaherefpte employees’
skill levels must always be refreshed keeping in mind that ikdegeal is to keep up productivity and
create high quality results (Edum-Fotwe and McCaffer, 2000; Svi2€i$5; Abu Hussein, 2016)).
Construction projects often suffer from a poor performance in ternesstfoverruns, time delays and
guality defects. Accordingly, Hamzah et al. (2011) showed thatrcmtion researchers were interested to
find the causes of these problems. Unskilled workers were the caage of the poor quality in the
construction industry where many buildings were demolished (Yang, &08&i6). In order to reduce the
mentioned problems, concentration on human resource practices should Edragditheir functions in
order to enhance the performance of the construction companies. Boitlgtied motivation in human
resource strategies were deeply neglected in the constructiorryntitesature. This research aims at
showing the connection between factors associated with training andatioot on Construction
Company'’s performance in Jordan.

To achieve objectives, this study is split into various sectasfllows: the next section provides
the literature review and the formulation of the hypotheses. Theseekbn provides the theoretical
framework and the research methodology. The results of data analsesehen provided. The final
section offerings the conclusion, implications, and recommendations.

2. Literature Review and Hypotheses Development
2.1 Human Resource Management (HRM)

Companies are succeeding with people and through people. Without peopleniesntgaa never exist.

Therefore, people’s level of contribution, cooperation and commitmenne&e or break the companies.
Zwikael and Unger (2010) defined HRM as functions related primgoilgraining, job development,

organizational development, and research development. While Boahl(2011) defined it as "a process
of acquiring, training, appraising, and compensating employees, atttiding to their labour relation,

health and safety, and fairness concerns”. In addition, Zhai €P@l4) revealed that construction
companies must consider organizational learning as a significatdr fieo enhance organizational
development by supporting human resource practices.

2.2 Training and Development (T&D)

A review of the literature displayed that T&D are defined br@ad and in a narrow sense. For instance,
Jackson and Schuler (2000) stated that training is the action of imgroempetencies required today
while development refers to improving competencies for future wdnkning also defined as “a
learning process in which people acquire knowledge (K), skillsef®erience (E), and attitudes (A) that
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they need to perform their jobs well to achieve the organizationd (dathis and Jackson, 1998)".

Training is important because it provides employees with the ctiariearn what they need to
perform their jobs well (Matthews et al., 2004). Hereaftar,(Z006) explained that if employees had the
appropriate skills and they have well trained, they would gainxtelent power to perform in their jobs.
Accordingly, companies must preserve a needed competence in itsyeagpthrough sufficient training.
However, Moshi (2011) found the challenges that face public orgamzat providing training to their
employees namely; unsuitable training programs, financial comstrahe absence of support from
superiors, lack of professional trainers and inappropriate needsrass¢sOn the other hand, Pyne
(2004) explained the systematic approach to effective training aeltbeing: First, assessing needs.
Then, developing objectives. Followed by, determining which techniquesatitbdologies should be
used. There are two different methods of training construction workerghe-job and off-the-job
training (Fuller et al., 2011). Finally, submitting the trainikgally evaluating training.

2.2.1 Factors of Training

Bhatti and Kaur (2010) explained that learning transfer is the nmsficant factor that affects the
training effectiveness criteria. Wexley and Latham (1991) defiearning transfer as “the degree to
which employee applies the knowledge, skills, and attitudes gaingdiiing to their job.” Several
researchers showed that work environment factors directly or atigliegfect the transfer of training in
the real workplace (Bhatti et al., 2013). However, Zehir e(28l16) clarified that orientation connects
between human resource management and company's performance (fipentoamnance). While,
Raiden and Dainty (2006) showed that learning environment seems ptiataeyery construction
company. Furthermore, several researchers stated that suppiesials, equipment, tools and financial
support could affect employees' training (Mathieu and Martineau, 188deylet al., 2001).

On the other hand, motivation can increase the readiness of the svtokattend the training
courses and to transfer what they understand from the training mjabsi Managers should use a
system that rewards employees who perform their jobs well. T@neurage worker’s participation
(Leung et al., 2004). Raiden and Dainty (2006) showed that learningoeméant seems primary for
every construction company. Furthermore, several researchted gtat supplies, materials, equipment,
tools and financial support could influence employees' training (Trecay, 2001; Guerrero and Sire,
2001).

2.3 Motivation

Motivation is internal/external drive that promotes energy andelésiemployees to be continually
concerned and committed to their tasks and to exert constant eféahieving the goals (Mathis et al.,
2012). Roberts (2005) also express the term as being intentional antidaéedntentional’ alludes to as
a personal choice and effort of work, while ‘directional’ referthie existence of an effective force aimed
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at attaining a particular goal. Therefore, a person who is aietivis always concerned of the goal to be
attained and directs his/ her efforts at fulfilling that goal.

Increased motivation might lead to job satisfaction becausdasditi; arises from an individual
comparison and assessment of job expectations and their achieveessen{&, 2006; Sweis et al 2017).
In the construction industry, the earliest study of motivation mad8dbyader (1972) which indicated
that if the construction worker’s physiological needs met thisaiti#lin job security and social.

2.3.1 Factors of Motivation

Ruge (2012) and Manzoor (2012) revealed that empowerment and recognitica asidgve impact on
employee motivation. Raghava (2009) indicated that good wages meemdst important motivating
factor, followed by interesting work and appreciation. In addition, tbeysidered a performance
appraisal, responsibility, trust and flexibility of working hours tarivating factors. On the other hand,
Alghazo and Al-Anazi (2017) found that there is a strong relationshipeket leadership style and
employee motivation. Broni (2012) found that good salary, career devethbrospects, love for the job
and healthy relations were the major responsible for the motivatievodfers. Lim and Ling (2012)
found that the contractors must make a satisfactory working enviriniereover, a study by Baraka
(2013) revealed that the most factors that motivate employeesdifferent department on the job are,
working conditions, pay and benefits. However, Chung (2013) revealedotdirgentive system, good
environmental condition, good welfare schemes and job enlargeméh¢ daetors influencing employee
motivation.

2.4 Organizational Performance

Miners (2006) defined organizational performance as the degree td whidndividual helps the
organization reach its goals. The performance includes both finamethinon-financial measures.
Financial measures include economic factors such as revenue aneé.iVgbite non-financial measures
comprise success indicators such as market share, markdiveffess, and satisfaction. In addition,
Kane and Lawler (1979) defined the performance as a record of taigieroent or outcomes such as
productivity, profit growth, market share, customer satisfacéind quality improvement that can be
effectively achieved for a certain period. Over the last teecades, constant research efforts have
continued to develop adequate metrics for evaluating project perfornrarice construction industry
(Chan and Beatham et al., 2004; Costa et al., 2006; EI-Masha&?807; Hwang et al., 2008;; Suk et
al., 2012; Yeung et al., 2013; Sweis et al 2008; Sweis et al 20tbd &aal 2017)).

This study used two dimensions to measure the performance of theucbostcompanies. The
first one is the project efficiency, which is concerned about hovptbiects meet the schedule, budget
and scope goals. Per Fortune et al. (2011) and Yaghootkar and Gil, t@i@)are three traditional items
of project efficiency: time, budget, and scope. The second dimensiba pérformance is the impact on
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the customer in terms of how the projects fulfil the customer naedsachieve customer satisfaction.
While Yang and Peng (2008) mentioned that when assessing custosfacsati there are five specific
dimensions that should be determined including contractor/customeromshdfi, cost, project
management, skilled workforce, and safety. Li et al. (2013) drthat measuring satisfaction only in the
final stages of the project would lead to losing important infoonatCustomer satisfaction should be
measured at the early stages of the project as wellths ahd.

2.4 The Relationship between T & D and Motivation and Orgéioizal Performance

Previous researchers showed a positive relationship between hustamcee management and firm
performance (e.g. Kaman et al., 2001; Savrou and Brewster, 2005). efha. (2011) revealed that
training design has a positive effect on organizational perform@nrcéhe other hand, Thang et al. (2008)
revealed that training could lead to increase in sales. Fomtiner training helps to improve the
productivity of a manufacturing company. Ramazai and Jergeas (20d&)ssied that training and
education establishment can prepare and teach project managdre fature via evaluating project
management development. Furthermore, Enshassi and Burgess (198®dcthe significance of
training for construction site managers who are engaged with oitutial workers in the Middle East.
While Detsimas et al. (2016) proposed that workplace training s@siéicant impact on job growth.

Rui et al. (2015) explained that the performance of employees alkedgs on the training
program given by the managers. In addition, training program cam@&nlibe effectiveness and the
productivity of the employees. Barker and Ingram (2011) showed thdterigrskills are directly
affecting company’s performance, and allow the company to maingacompetitive edge. There are
some factors that impact the performance of employees such aangdabonuses, fringe benefits,
recognition, working conditions, empowerment, employee feelings towark, communication style,
flexibility of working hours and Job enlargement (Ruge ,2012; Chung, 2013).

Gregory (2008) and Bhatt (2011) concluded that when an employee is etiliaishe become
more productive and this lead to cost savings. The motivated emplesymore committed to the
company and to the customer. The result of that is an effectigaipagion performance and organization
income increased. Similarly, Farhanabanana (2013) revealed thdadioes of motivation play a
significant role in increasing employee job satisfaction. Thiidead in improving work performance. In
addition, Matsie (2008) indicated that if the company needs to stagetitive it is very necessary to
motivate their employees. While Lubuva (2008) stated that poor rtiotiyanot- auxiliary working
environment and low pay are the main problems that prevent the pulpicization work efficiently.
Manzoor (2012) found a positive correlation between employee motivation oegahizational
effectiveness.

The successful secret of the construction companies is their wolhderkers and the utilization
of training and motivation practices. (Leonard, 1998; Palmeri, 1999; Kapsid, 2000; Krizan, 2000;
Lubka and Kleiner, 2001). Therefore, to test the impact of T&D andvatimn on job performance in
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construction companies, the following hypotheses are developed:
First main and sub hypotheses

Hoi: There is no statistically significant impact of T&D on @dj performance.
Ho1.2 There is no statistically significant impact of T&D project efficiency.
Ho12 There is no statistically significant impact of T&D onpatt on the customer.

Second main and sub hypotheses

Hoz: There is no statistically significant impact of motivatmm project performance.

Ho2.1: There is no statistically significant impact of motivatmm project efficiency.

Ho22 There is no statistically significant impact of motivatmmimpact on the customer.

To test the differences in the answers of the respondents towenidgrand motivation dimensions, the
following hypotheses are developed:

Hypotheses related to company grade toward T&D

Hos: Jordanian building companies with different grades have no diffesenctheir answers toward
T&D dimensions.

Ho,: Jordanian highways companies with different grades have no didtssan their answers toward
T&D dimensions.

Hos: Jordanian water and sewage companies with different gradesibaliferences in their answers
toward T&D dimensions.

Hoe: Jordanian electromechanical companies with different gradesnoad#éferences in their answers
toward T&D dimensions.

Hypotheses related to company grade toward motivation.

Ho7: Jordanian building companies with different grades have no diffeyanctheir answers toward
motivation dimensions.

Hog: Jordanian highway companies with different grades have no differémdbeir answers toward
motivation dimensions.

Hoo: Jordanian water and sewage companies with different gradeswbaliferences in their answers
toward motivation dimensions.

Ho,o: Jordanian electromechanical companies with different gradesnioagiéferences in their answers
toward motivation dimensions.

Hypotheses related to participants’ experience

Hoi1: participants with different experience have no differences inahewers toward T&D dimensions.
Hoi,: participants with different experience have no differences iir Hreswers toward motivation
dimensions.

Hypotheses related to participants’ job title
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Ho,3: respondents with different job titles have no differences in #msiwers toward T&D dimensions.
Hoi4: respondents with different job titles have no differences in taeswers toward motivation
dimensions.

3. Theoretical Frameworks and Research Methodology

Figures (1 and 2) represent the theoretical frameworks of thdy. SEhis study intended to examine the
contribution of employees’ T&D and motivation on the construction compgey®rmance in Jordan.
The required data were collected mainly by using questionnaires.

Independent variable
Training and development factors
®  Financial and budgetary support
= Supervisor support and
encouragement = Skills Dependent variable
Motivation for training —\|* Knowledge || Job performance
Learning environment | Attitude
Learning transfer
Orientation
Job rotation
Self-directed
Delegation

& &

Project efficiency Impact on the customer

Figure (1): Graphical lllustration Systematic Training Practices and job performance.

(Source: adapted from Armstrong (2009) and Agarv2089) and modified by the researcher (2017))

Independent variable
Motivation

15

Pay and Bonuses

Fringe benefits
promotions

Recognition

Interpersonal relationship
working condition

Job satisfaction
Empowerment

Employee feelings toward _ Dependent variable
work I

=  Organization climate flob Job performance
security
Manager support

Training opportunities
Communication style

Trust

Performance appraisal
flexibility of working hours
Job rotation

Job enlargement

Project efficiency | ‘ Impact on the customer

Figure (2): Graphical lllustration of Motivation a nd Job Performance.

The target population is the large construction companies, asweesedeemed more likely to apply
human resource development practices within their companies. Baselbrdanian construction
contractors’ association (JCCA) (2016) report, it is shown thae thex (2272) classified companies

185
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

under (buildings, highways, water sewage and electromechanical)wOtksof these (2272) companies,
there are (375) companies have classifiétiafid 2%, 193 companies in grade one and 182 companies
were registered as grade two. The questionnaires wereingrfe¢se categories. Ninety questionnaires
were distributed with 81 valid responses used in the analyses.dBogae size of the sample was
calculated using the following equation, and then the sample S8feciempanies.

3.1 Reliability

Table (1) shows that Cronbach’s Alpha values ranged betweendh8382999. In addition, the value of
Cronbach’s Alpha Coefficient for all factors was 0.983. Thedees were more than 0.6, indicating that
the instruments of the questionnaire are reliable and consistent

Table (3): Cronbach’s Alpha Coefficient

Variable Cronbach’s Alpha Coefficient
Benefits of training 0.956
Financial and budgetary support 0.932
Supervisor support and encouragement 0.951
Motivation for training 0.999
Learning environment 0.964
Learning transfer 0.968
Orientation 0.948
Job rotation 0.934
Self-directed 0.965
Delegation 0.999
Benefits of motivation 0.999
Pay and Bonuses 0.882
fringe benefits 0.926
Promotion 0.971
Recognition 0.889
Interpersonal relationship 0.953
Working conditions 0.948
Job satisfaction 0.922
Empowerment 0.999
Employee feelings toward work 0.970
Organization climate /Job security 0.948
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Manager support 0.966
Training opportunities 0.920
Communication style 0.962
Trust 0.999
Performance appraisal 0.977
flexibility of working hours 0.915
Job rotation 0.999
job enlargement 0.999
Project efficiency 0.971
Impact on the customer 0.985
All variable 0.983

4. Data Analysis
4.1 Descriptive Analysis for Demographic Factors

As shown in Table (2), there is 61.7% of the respondents holoaitteelor degree, 34.6% hold masters'
degree, 2.5% hold Ph.D. and only 1.2% hold other degrees. éwiliyi, 61.7% of the respondents have
less than 5 years of experience, 23.5% have (5- 10) yeanspefience, 9.9% have (11- 15) years of
experience and only 4.9% have more than 15 years of experiddd#ionally, around 5% of the
respondents are company managers, 12.3% are project mamagensl 33% are site managers, around
10% are executive managers, 13.6% are site engineers, 258rwature/ design engineers, 2.5% are
surveying engineers and 21% hold other positions. Referring toathe $able, around 30% of the
respondents working in companies with number of employees lessS@haaround 11% worked in
companies with number of employees between 51 and 100, 34.6%dvwor&empanies with number of
employees between 101 and 300 and around 25% worked in companiesimiiar of employees more
than 300.

Table (2): Descriptive statistics based on educatial background, years of experience, respondentp title, and

number of employees in the company

Category Frequency %

Educational background

BSc 50 61.7%
MSc 28 34.6%
PhD 2 2.5%
Other 1 1.2%

Years of Experience

< 5 years 50 61.7%
5-10 Years 19 23.5%
11-15 Years 8 9.9%
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>15 years 4 4.9%
Respondents' Job Title

Site Manager 27 33.30%

Other 17 21.00%
Site Engineer 11 13.60%
Project Manager 10 12.30%

Executive Manager 8 9.90%
Company Manager 4 4.90%
Structure/ Design Engineer 2 2.50%
Surveying Engineer 2 2.50%

# of Employees in the company

<50 24 29.60%

51-100 9 11.10%

101-300 28 34.60%

>300 20 24.70%

Table (3) shows that most respondents were from buildfgcldss contractors, where the least
participating respondents were from water and sewage 2ndcolaisactors.

Table (3): Company Classification

Company Classification 1st 2
Buildings 34 20
Highways 9 10

Water and sewage 16 6
Electromechanical 12 9
Total 71 45

4.2 Hypotheses Testing
4.2.1 Collinearity test

Table (4) shows the VIF values for each independent varidiEhvare less than 5, with tolerance value

greater than 0.2. These values indicate that there iscaorrence of any multi-collinearity problem
between the independent variables.

Table (4): Collinearity test
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Variable Tolerance VIF
Benefits of training .305 3.280
Financial and budgetary support .349 2.861
Supervisor support and encouragement 211 4,72
Motivation for training 274 3.649
Learning environment 251 3.985
Learning transfer 211 4.735
Orientation .194 5.148
Job rotation .289 3.463
Self-directed .245 4.078
Delegation .385 2.595
Benefits of motivation .203 4.936
Pay and Bonuses .261 3.829
fringe benefits .256 3.901
Promotion 211 4.740
Recognition .280 4554
Interpersonal relationship .288 4.331
Working conditions .204 9.647
Job satisfaction 277 5.635
Empowerment .202 4.939
Employee feelings toward work .201 4.889
Organization climate /Job security .201 4,981
Manager support .204 4.896
Training opportunities .218 4.581
Communication style .229 4,731
Trust .267 4.978
Performance appraisal .226 4.937
flexibility of working hours .263 4.142
Job rotation .309 3.240
job enlargement .252 4.574

4.2.2 Testing T'Main and Sub Hypotheses

To test hypotheses, multiple regression analysis was conduaidel,(5) shows that F = 124.158 and
p-value = 0.000, which is less than 0.05 level of signifieaff@able (6) indicates that R = 0.782 is the
correlation value between T&D and project performandee adjusted R(0.606) of the explained

variation in project performance can be accounted for T&ble (7) shows that t-value is significant at
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0.05 levels for T&D. This indicates that there is a sigaifit effect of T&D on project performance.
Hence, the main null hypothesis is rejected.

Table (5): ANOVA result of 1° hypothesis test

Model Sum of Df Mean Square F Sig.
Squares
1 Regression 58.107 1 58.107 124.1%8 .00
Ob
Residual 36.973 79 .468
Total 95.080 80
a. Dependent Variable: Project Performance
b. Predictors: (Constant), T&D

Table (6): Model summary of ' hypothesis test

Model R R Square

Adjusted R Square

Std. Error of the Estimate

1 .782a .611

.606

.68411

a. Predictors: (Constant), T&D

Table (7): Coefficients result of ¥ hypothesis test

Standardized
Unstandardized Coefficients
Model Coefficients t Sig.
B Std. Error Beta
.601 .256 2.347 | .021
1 | (Constant)
T&D .805 .072 .782 11.143| .000

a. Dependent Variable: Project Performance

On the other hand, to test the two null sub hypotheses, tab&s2{8Show that F = 108.759 and F =
82.761, and p-values = 0.000, which are less than 0.05desgjnificance. Tables (9 & 11) indicate that
R = 0.761 and R = 0.715 are the correlation value between di&Dproject efficiency, and T&D and

impact on the customer. The adjusted (R574) and R (0.505) of the explained variation in project
efficiency and impact on the customer can be accounted&br Tables (10 & 13) show that t-values

and they are significant, the t-values are significant@s @vels for T&D. This indicates that there is a
significant effect of T&D on project efficiency and impact the customer. Hence, th& dnd 2 null sub

hypothesis are rejected.
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Table (8): ANOVA? result of first sub hypothesis test

Model Sum of Squares|  df Mean Square F Sig.
1 Regression 57.220 1 57.220 108.759| .00Q
Residual 41.564 79 .526
Total 98.784 80

a. Dependent Variable: Project efficiency

b. Predictors: (Constant), Training and development

Table (9): Model summary of £ sub hypothesis test

Model R

R Square

Adjusted R Square

Std. Error of the Estimate

1 .761a

.579

574

.72534

a. Predictors: (Constant), T&D

Table (10): Coefficients® result of I*' sub hypothesis test

Model Unstandardized Coefficients | Standardized Coefficients . sig.
B Std. Error Beta
(Constant) .604 272 2.222| .029
T&D .799 .077 761 10.429| .000
a. Dependent Variable: Project efficiency
Table (11): Model summary of 2° sub hypothesis test
Model R R Square | Adjusted R Square Std. Error of the Estimate
1 .715a 512 .505 .84434
a. Predictors: (Constant), T&D
Table (12): ANOVA a result of 2% sub hypothesis test
Model Sum of Df Mean F Sig.
Squares Square
1 Regression 59.001 1 59.001 82.761 .000p
Residual 56.320 79 .713
Total 115.321 80
a. Dependent Variable: Impact on the customer
b. Predictors: (Constant), T&D
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Table (13): Coefficients result of 2 sub hypothesis test

Unstandardized Coefficients| Standardized Coefficients
Model T Sig.
B Std. Error Beta
(Constant) .599 316 1.894 | .062
1
T&D 811 .089 .715 9.097 | .000

a. Dependent Variable: Impact on the customer

4.2.3 Testing Second Main and Sub Hypotheses

Table (14) shows that F = 227.654 and p-value = 0.000, whiclsgsthan 0.05 level of significance.
Table (15) indicates that R = 0.862 is the correlation valtwess motivation and project performance.
The adjusted R (0.739) of the explained variation in project performanea be accounted for
motivation. Table (16) shows that t-value and it is significéhe t-value is significant at 0.05 levels for
motivation. This indicates that there is a significané@ffof motivation on project performance. Hence,
the second main hypothesis is rejected.

Table (14): Model summary of 2% main hypothesis test

Model Sum of Squares Df Mean Square F Sig.
Regression 70.586 1 70.586 227.654 .000b
1 Residual 24.494 79 310
Total 95.080 80

a. Dependent Variable: Project Performance

b. Predictors: (Constant), Motivation

Table (15): ANOVA a result of 2 hypothesis test

Unstandardized Coefficients | Standardized Coefficients .
Model t Sig.
B Std. Error Beta
(Constant) 242 214 1.133| .261
1
Motivation 912 .060 .862 15.088| .000
a. Dependent Variable: Project Performance

Table (16): Coefficients a result of 2 hypothesis test

Mod R R Square Adjusted R Square Std. Error of the Estnate
el
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1

.820a

.673

.669

.63939

a. Predictors: (Constant), Motivation

To test the two sub hypotheses, table (17 & 18) show that@2#635 and F = 145.867 with p-values =
0.000, which is less than 0.05 level of significance. Tab®e& 20) indicate that R = 0.820 and R =
0.805 are the correlation values between motivation and peffegency, and motivation and impact
on customer. The adjusted ®.669) and R(0.644) of the explained variation in project efficiency and
impact on the customer can be accounted for motivation. Tabl& @2) show that t-values and they
are significant, the t-values are significant at 0.05I&ef@ motivation. This indicates that there is a
significant effect of motivation on project efficiency and anpon the customer. Hence, the two null
sub hypotheses are rejected.

Table (17): ANOVA a result of first sub hypothesisof the 2 main hypothesis test

Model Sum of Squareg  Df Mean Square F Sig.
Regression 66.488 1 66.488 162.635 .000b
1 Residual 32.296 79 409
Total 98.784 80

a. Dependent Variable: Project efficiency

b. Predictors: (Constant), Motivation

Table (18): ANOVA a result of 2% sub hypothesis of the ¥ main hypothesis test

Model Sum of Squareg Df Mean Square F Sig.
Regression 74.807 1 74.807 145.867 .000b
Residual 40.514 79 .513
Total 115.321 80

a. Dependent Variable: Impact on the customer

b. Predictors: (Constant), Motivation

Table (19): Model summary of £ sub hypothesis of the % main hypothesis test

Model

R

R Square

Adjusted R Square

Std. Error of the Estimate

1

.820a

.673

.669

.63939

a. Predictors: (Constant), Motivation

Table (20): Model summary result of 2° sub hypothesis of the % main hypothesis test

Model

R

R Square

Adjusted R Square

Std. Error of the Estimate

1

.805a

.649

.644

.71613
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a. Predictors: (Constant), Motivation

Table (21): Coefficients a result of first sub hypthesis 2¢ main hypothesis test

Unstandardized Coefficients| Standardized Coefficients
Model t Sig.
B Std. Error Beta
(Constant) .314 .245 1.282 | .204
1
Motivation .885 .069 .820 12.753| .000
a. Dependent Variable: Project efficiency

Table (22): Coefficients a result of second sub hgthesis 2° main hypothesis test

Unstandardized Coefficients| Standardized Coefficients
Model B Std. Error Beta t Sig.
1| (Constant) .170 275 .618 | .539
Motivation .938 .078 .805 12.078| .000

a. Dependent Variable: Impact on the customer

4.2.4 Testing Hypothesis Related to Company Grade towe T&D

Tables (23, 25 & 26) show that F-values for all T&D dimensiaresnot significant at 0.05 level. This
means that Jordanian building, water and sewage, and elechanneal companies with different
grades (I and 2% have no differences in their answers toward T&D dimensidvisile table (24)
shows that F-values for all T&D dimensions are not signifiear2.05 level, except learning transfer
and delegation dimensions. This means that Jordanian highwaysriesnwith different grades {iand
2"% have differences in their answers toward learning traasfe delegation dimension.

Table (23): ANOVA Result for 3¢ Hypothesis related to company grade toward T&D.

Items F- Value Sig. Accept/ Reject
Benefits of training 1.417 .239 Accept
Financial and budgetary support .070 792 Accept
Supervisor support and encouragement 720 .400 pAcce
Motivation for training 1.982 .165 Accept
Learning environment .061 .806 Accept
Learning transfer .138 712 Accept
Orientation 274 .603 Accept
Job rotation 1.274 .264 Accept
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Self-directed

316

577

Accept

Delegation

.013

.908

Accept

Table (24): ANOVA result for 4" hypothesis related to company grade toward T&D.

Items F- Value Sig. Accept/ Reject
Benefits of training .136 717 Accept
Financial and budgetary support .002 .962 Accept
Supervisor support and encouragement 3.31( .087 epicc
Motivation for training 2.955 .104 Accept
Learning environment .005 .943 Accept
Learning transfer 4.581 .047 Reject
Orientation 2.205 .156 Accept
Job rotation 2.690 119 Accept
Self-directed 1.431 .248 Accept
Delegation 6.475 .021 Reject

Table (25): ANOVA result for 5" hypothesis related to company grade toward T&D.

Items F- Value Sig. Accept/ Reject
Benefits of training 2.244 .150 Accept
Financial and budgetary support 482 496 Accept
Supervisor support and encouragement .535 A73 pAcce
Motivation for training .190 .668 Accept
Learning environment 2.107 .162 Accept
Learning transfer .360 .555 Accept
Orientation .163 .691 Accept
Job rotation 110 743 Accept
Self-directed 1.008 327 Accept
Delegation .083 776 Accept

Table (26): ANOVA result for 6™ hypothesis related to company grade toward T&D.

Items F- Value Sig. Accept/ Reject
Benefits of training .005 .945 Accept
Financial and budgetary support .154 .699 Accept
Supervisor support and encouragement .000 1.000 epicc
Motivation for training 124 .729 Accept
Learning environment .327 574 Accept
Learning transfer .685 418 Accept
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Orientation .338 .568 Accept
Job rotation .002 961 Accept
Self-directed 161 .693 Accept
Delegation 1.036 .322 Accept

4.2.5 Testing Hypothesis Related to Company Grade Towe Motivation.

Tables (27, 29 & 30) show that F-values for all motivationaigions are not significant at 0.05 level.
Which means that Jordanian building, water and sewage, arttbalechanical companies with different
grades (1 and Qd) have no differences in their answers toward motivatioredsions. While table (28)
shows that F-values for all motivation dimensions are notfgignt at 0.05 level, except benefits of
motivation and flexibility of working hours. This means that Jora@amighway companies with different
grades (T and 3% have differences in their answers toward flexibilityaafrking hours’ and benefits of

motivation dimensions.

Table (27): ANOVA result for 7" hypothesis related to company grade toward motivaan.

Items F- Value Sig. Accept/ Reject
Benefits of motivation 1.369 247 Accept
Pay and Bonuses .206 .652 Accept
fringe benefits 1.518 .223 Accept
Promotion 112 .739 Accept
Recognition .126 724 Accept
Interpersonal relationship .326 .570 Accept
Working conditions .048 .828 Accept
Job satisfaction 413 .523 Accept
Empowerment .000 .994 Accept
Employee feelings toward work .257 .614 Accept
Organization climate /Job security .072 .79( Accept
Manager support .047 .830 Accept
Training opportunities 127 723 Accept
Communication style .362 .550 Accept
Trust .330 .568 Accept
Performance appraisal .563 456 Accept
flexibility of working hours 1.192 .280 Accept
Job rotation 216 .644 Accept
job enlargement 454 .503 Accept
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Table (28): ANOVA result for 8" hypothesis related to company grade toward motivaan.

Items F- Value Sig. Accept/ Reject
Benefits of motivation 6.837 .018 Reject
Pay and Bonuses .302 .590 Accept
fringe benefits .123 .730 Accept
Promotion .552 468 Accept
Recognition .408 .532 Accept
Interpersonal relationship 3.039 .099 Accept
Working conditions 2.900 .107 Accept
Job satisfaction .000 1.000 Accept
Empowerment 1.544 .231 Accept
Employee feelings toward work 1.462 .243 Accept
Organization climate /Job security 1.365 .259 Atcep
Manager support 1.437 247 Accept
Training opportunities 2.539 129 Accept
Communication style 3.831 .067 Accept
Trust 2.006 175 Accept
Performance appraisal 2.066 .169 Accept
flexibility of working hours 5.227 .035 Reject
Job rotation 3.153 .094 Accept
job enlargement 1.340 .263 Accept

Table (29): ANOVA result for 9" hypothesis related to company grade toward motivan

Items F- Value Sig. Accept/ Reject
Benefits of motivation 1.241 .278 Accept
Pay and Bonuses 1.982 175 Accept
fringe benefits .662 425 Accept
Promotion .633 436 Accept
Recognition .801 .382 Accept
Interpersonal relationship .631 436 Accept
Working conditions .987 .332 Accept
Job satisfaction 2.958 101 Accept
Empowerment 1.127 .301 Accept
Employee feelings toward work 3.640 .071 Accept
Organization climate /Job security 1.011 327 Atcep
Manager support .857 .366 Accept
Training opportunities .651 429 Accept
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Communication style .634 435 Accept
Trust 1.025 323 Accept
Performance appraisal 478 497 Accept
flexibility of working hours .001 .979 Accept
Job rotation .700 413 Accept
job enlargement .255 .619 Accept

Table (30): ANOVA Result for 10" Hypothesis related to company grade toward motivaon.

Items F- Value Sig. Accept/ Reject
Benefits of motivation .000 1.000 Accept
Pay and Bonuses .079 .782 Accept
fringe benefits .958 .340 Accept
Promotion .088 .770 Accept
Recognition .015 .903 Accept
Interpersonal relationship .002 .964 Accept
Working conditions .025 877 Accept
Job satisfaction .307 .586 Accept
Empowerment .264 .613 Accept
Employee feelings toward work 176 .680 Accept
Organization climate /Job security .000 1.000 Atcep
Manager support 144 .709 Accept
Training opportunities .309 .585 Accept
Communication style .083 776 Accept
Trust .264 .613 Accept
Performance appraisal .027 .872 Accept
flexibility of working hours .643 433 Accept
Job rotation .388 541 Accept
job enlargement .003 .957 Accept

4.2.6 Testing Hypothesis Related to Participants’ Expéence

Table (31) shows that F-values for all T&D dimensions are naifgignt at 0.05 level. This means that
respondents with different experience have no differencebein answers toward T&D dimensions.
Table (32) shows that F-values for all motivation dimensions aresigoificant at 0.05 level, except
several items. This means that respondents with differgmerience have differences in their answers
toward fringe benefits, promotion, working conditions, employedinfge toward work, organization
climate /job security, performance appraisal and job rotatiorensions. By using Tukey test (table 33)
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for the dimensions that have significant differences, fibusd that these differences tend to increase in
experience more than 15 years.

Table (31): ANOVA Result for 11" Hypothesis related to participants’ experience

ltems F-Value Sig. Accept/ Reject
Benefits of training 521 .669 Accept
Financial and budgetary support 2.920 .059 Accept
Supervisor support & encouragement 1.344 .266 Accep
Motivation for training 2.040 115 Accept
Learning environment .380 767 Accept
Learning transfer 1.006 .395 Accept
Orientation 1.384 .254 Accept
Job rotation 1573 .203 Accept
Self-directed 1.562 .205 Accept
Delegation 1.506 .220 Accept

Table (32): ANOVA Result for 12" Hypothesis related to participants’ experience

Items F- Value Sig. Accept/ Reject

Benefits of motivation 1.696 175 Accept
Pay and Bonuses 2.850 .053 Accept

fringe benefits 3.891 .012 Reject

Promotion 3.045 .034 Reject

Recognition 2.633 .056 Accept
Interpersonal relationship 1.797 .155 Accept

Working conditions 4.255 .008 Reject
Job satisfaction 2.162 .099 Accept
Empowerment 3.144 .050 Accept
Employee feelings toward work 4.008 .010 Reject
Organization climate /Job security 4.984 .003 Rejec
Manager support 2.905 .050 Accept
Training opportunities 3.555 .058 Accept
Communication style 2.398 .074 Accept

Trust 3.273 .056 Accept
Performance appraisal 5.640 .002 Reject

flexibility of working hours 1.929 132 Accept

Job rotation 3.309 .024 Reject

job enlargement 1.779 .158 Accept
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Dependent Std.
Variable | (I) Years of experience| (J) Years of experience Mean Difference (I-J) | Error | Sig.
fringe <5 years 5-10 Years -.69632- .29585| .095
benefits 11-15 Years -1.17000-* .41802| .032
>15 years .08000 .57042| .999
5-10 Years <5 years .69632 .29585| .095
11-15 Years -.47368- .46267| .736
>15 years 77632 .60390| .575
11-15 Years <5 years 1.17000* .41802| .032
5-10 Years 47368 .46267| .736
>15 years 1.25000 .67224| .254
>15 years <5 years -.08000- .57042| .999
5-10 Years -.77632- .60390| .575
11-15 Years -1.25000- .67224| .254
Promotion <5 years 5-10 Years -.71263- .32595| .136
11-15 Years -1.09750- .46055| .089
>15 years .09000 .62846| .999
5-10 Years <5 years 71263 .32595| .136
11-15 Years -.38487- .50975| .874
>15 years .80263 .66535| .625
11-15 Years <5 years 1.09750 .46055| .089
5-10 Years .38487 .50975| .874
>15 years 1.18750 .74064| .383
>15 years <5 years -.09000- .62846| .999
5-10 Years -.80263- .66535| .625
11-15 Years -1.18750- .74064| .383
Working <5 years 5-10 Years -.69632- .29853| .100
conditions 11-15 Years -1.29500-* .42180| .015
>15 years -.04500- .57558| 1.000
5-10 Years <5 years .69632 .29853| .100
11-15 Years -.59868- .46686| .577
>15 years .65132 .60937| .709
11-15 Years <5 years 1.29500* .42180| .015
5-10 Years .59868 .46686| .577
>15 years 1.25000 .67833| .262
>15 years <5 years .04500 .57558| 1.000
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5-10 Years -.65132- .60937| .709
11-15 Years -1.25000- .67833| .262
Employee <5 years 5-10 Years -.73123- .29789| .075
feelings 11-15 Years -1.19833-* .42090| .028
toward >15 years -.07333- .57435| .999
work 5-10 Years <5 years .73123 .29789| .075
11-15 Years -.46711- .46586| .748
>15 years .65789 .60807| .702
11-15 Years <5 years 1.19833* .42090| .028
5-10 Years 46711 .46586| .748
>15 years 1.12500 .67688| .351
>15 years <5 years .07333 .57435| .999
5-10 Years -.65789- .60807| .702
11-15 Years -1.12500- .67688| .351
Organizatio <5 years 5-10 Years -.98000-* .30435| .010
n climate 11-15 Years -1.16750-* .43002| .040
/Job >15 years -.23000- .58680| .979
security 5-10 Years <5 years .98000* .30435| .010
11-15 Years -.18750- .47596| .979
>15 years .75000 .62125| .624
11-15 Years <5 years 1.16750* .43002| .040
5-10 Years .18750 47596 .979
>15 years .93750 .69155| 531
>15 years <5 years .23000 .58680| .979
5-10 Years -.75000- .62125| .624
11-15 Years -.93750- .69155| 531
Performanc <5 years 5-10 Years -.63789- .29364| .140
e appraisal 11-15 Years -1.41750-* .41490| .005
>15 years .64500 .56616| .667
5-10 Years <5 years .63789 .29364| .140
11-15 Years -.77961- 45922 .332
>15 years 1.28289 .59940| .150
11-15 Years <5 years 1.41750* .41490| .005
5-10 Years 77961 .45922| .332
>15 years 2.06250* .66723| .014
>15 years <5 years -.64500- .56616| .667
5-10 Years -1.28289- .59940| .150
11-15 Years -2.06250-* .66723| .014
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Job rotation <5 years 5-10 Years -.90737-* .34147| .046
11-15 Years -.46000- 48248 .776

>15 years .79000 .65838| .629

5-10 Years <5 years .90737* 34147 .046
11-15 Years 44737 .53402| .836

>15 years 1.69737 .69703| .079

11-15 Years <5 years .46000 48248 .776
5-10 Years - 44737- .53402| .836

>15 years 1.25000 77591 .379

>15 years <5 years -.79000- .65838| .629
5-10 Years -1.69737- .69703| .079

11-15 Years -1.25000- 77591 .379

Tables (34 & 35) show that F values for all motivation dimensioasat significant at 0.05 level. This
means that respondents with different job title have nereifices in their answers toward motivation
dimensions.

Table (34): ANOVA result for 13" hypothesis related to participants’ job title

ltems F- Value Sig. Accept/ Reject
Benefits of training .790 .598 Accept
Financial and budgetary support .993 443 Accept
Supervisor support and encouragement 1.030 418 epicc
Motivation for training 542 .800 Accept
Learning environment 743 .637 Accept
Learning transfer .459 .861 Accept
Orientation 1.746 112 Accept
Job rotation 1.071 .390 Accept
Self-directed .636 .725 Accept
Delegation .949 A74 Accept

Table (35): ANOVA result for 14" hypothesis related to participants’ job title

Items F- Value Sig. Accept/ Reject
Benefits of motivation .978 454 Accept
Pay and Bonuses .878 .529 Accept
fringe benefits 1.124 .358 Accept
Promotion 911 .503 Accept
Recognition .889 .520 Accept
Interpersonal relationship 1.017 426 Accept
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Working conditions 1.133 .352 Accept
Job satisfaction .257 .968 Accept
Empowerment 811 .581 Accept
Employee feelings toward work 1.533 .170 Accept
Organization climate /Job security 1.342 .243 Actcep
Manager support 1.119 .361 Accept
Training opportunities .892 517 Accept
Communication style .914 .501 Accept
Trust .868 .536 Accept
Performance appraisal 1.104 .370 Accept
flexibility of working hours .653 .710 Accept
Job rotation 1.498 181 Accept
job enlargement 1.305 .260 Accept

5. Discussion and Conclusion

It can be concluded that, the most important factors for T&D lisdgected, followed by learning
transfer and then learning environment. Self-directed is a ivgpgprtant factor of training because it
allows employees to have more autonomy. Additionally, it allowsl@yees to make the decisions about
what training should occur and how. Thus, employees who have the poweakéodecisions will be
satisfied and creative. This result compatible with Nesan aitd£099). In addition, learning transfer is
one of the most important factors that affect the training &ffstess criteria as it leads employees to
apply what they learned in the training in their jobs. Therefbeetployees perform better than before.
This result compatible with Bhatti and Kaur (2010).

Furthermore, the learning environment is essential for everypa&oyn because it allows
employees to feel comfortable, safe and engaged. This result tolpath Raiden and Dainty (2006).
Moreover, the majority of the respondents agreed that therstiersg and positive relationship between
T&D of employees and the project performance. This result suppbertsbiservation by various studies
(i.e. Tabassi et al. 2011; Khan et al. 2011; Barker and Ingeéi; Enshassi and Burgess, 1990).
Nevertheless, varies with Chang et al, (2010) who confirmedrdiaing could be a reason of employee
dissatisfaction because of the overlong training hours, which leafditional burden on employees.

Likewise, the majority of the respondents agreed that theresti®oag and positive relationship
between T&D of employees and the project efficiency. This réesattmpatible with Caicedo (2003) and
Rui et al., (2015). If employees trained correctly, they aalitheir jobs effectively and quickly. This will
lead to finish the project within time, budget, and scope. As telmajority of the respondents agreed
that there is a strong and positive relationship between T&D pfoges and impact on the customer.
When employees acquire the skills, knowledge, and abilities theyingbeir jobs, they will do their
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jobs correctly and this will lead to fulfil the customer needs aatdeve their satisfaction. Furthermore,
the most important factor for motivation is trust, followed by camitation style and then interpersonal
relationship. This result confirmed that the leadership styd@smost important tool that managers
should be used to enhance the implementation of motivation practices.r@hilt supports the
observation by Alghazo and Al-Anazi (2017). The majority of the resposdegreed that there is a
strong and positive relationship between the motivation of employektha project performance. This
result supports the observation by Gregory (2008), Tabbasi et al. (Rtdrijoor (2012), Farhanabanana
(2013) and Mgimba (2014). This result was expected because the matigh&mployees encourages
them to make a positive contribution to achieving company’s objectivesidition, the majority of the
respondents agreed that there is a strong and positive relationshgebehe motivation of employees
and the project efficiency. This result supports the observationdgyo® (2008) and Ruge (2012).

Additionally, the majority of the respondents agreed that thexesiong and positive relationship
between the motivation of employees and impact on the customere$tissupports the observation by
Gregory (2008). Jordanian highways companies with different gradesdiferences in their answers
toward delegation. This result may appear because the work in higimwaanies is difficult. Therefore,
delegation may increase risk in the work. This can occur when ployee who is asked to be delegated
does not know accurately about the work. In addition, Jordanian highways riempdth different
grades (first and second) have differences in their answersit¢éeeaning transfer. Usually, training other
staff is not preferred because it adds new tasks to the emploitbest any financial return. Moreover,
even if the employers give them financial return, most of thpl@yees refuse to make implementation
for the new knowledge they trained because it takes them moranidneore efforts.

Jordanian highway companies with different gradés&(2") have differences in their answers
toward flexibility of working hours’ dimensions. This result may apgescause the work in highway
companies characterized by long working hours and difficult working conditin addition, Jordanian
highway companies with different grades have differences indhsivers toward benefits of motivation
because the most of the highway companies may employ the enguithers a permanent contract and
because of that, even if the managers give employees motitagpmwill not feel satisfied or relaxed.
Participants with different experience have differences in theswers toward Fringe benefits,
Promotion, Working conditions, Employee feelings toward work, Orgaoizatiimate /Job Security,
Performance Appraisal and Job rotation. Where these differenudatencrease in experience that is
more than 15 years. The result was expected because the diéfepenience employees try different
companies and every company has different motivation methods anérdiffewarding system.

5.1 Implications

There are many studies seeking to study the impact of trainingnatidation of employees on the
employee’s performance. While there are little studies on ffesteof training and motivation of
employees on the construction company’s performance. The findings efutlisconfirmed that there is
a positive relationship between the training of employees and tliermpance of the construction
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companies. These findings may lead managers to identify therdatttat contribute to successful
implementation of training. Managers also should make educatiom@htyaourses for employees to
improve their performance while doing their jobs. The engineers dlisuld participate in modern
engineering workshops, which are done by the Jordan Engineers Assob&taurse it involves with
engineering experts. Therefore, the employees could get the hefrtbéim and make implementation of
what they learned while doing the engineering projects. Moreowaralyers should give the engineers an
opportunity to participate in real projects in the site and getwedolith labours and engineers and deal
with them at every step they do their jobs.

Additionally, the findings confirmed that there is a positiefationship between the motivation of
employees and the performance of construction companies. Thdsg$ may lead managers to focus
more on employees’ needs. Furthermore, these findings adadeafor the managers to look for the
best methods that motivate employees (monitory or non-monitory) fibtfdir needs and to improve
their performance. In addition, managers should make surentitatation needs to be given timely to
gain a positive result expected. Furthermore, the studylesl/#ge most important factors of training and
motivation that can improve Construction Company’s performanderdan. Therefore, managers should
focus on these factors to be successful in the implementidtiosining and motivation practices.

5.2 Recommendations

It is recommended for highway top management to allow the empléyemsry out specific activities
and to give them the authority to make decisions. These procedutes leave employee with greater
autonomy and ultimately improve the performance of construction compakdegionally, it is
recommended for highway companies to give their employees #ilgilitg of working hours, because if
employees feel flexible for their jobs they will feel saéidfand relaxed and this helps to achieve the
goals of the company. Moreover, to find new strategies to metitiair employees by ensuring that their
employees are motivated to the highest level.

It is recommended to conduct more studies for further classificafithe construction companies
because this study is restricted for generalization due teetitilne and scope of the study. In addition, it
is suggested to conduct more studies for lower grades of the ¢orir@ompanies because this study is
targeted only grade one and grade two.
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Abstract:
In this paper a descriptive analysis is conducted to find leutektent to which Facebook as a social
media tool can affect education and academic interacétwmelen students and instructors. The sampling
unit was the CS department academic members’ pagesianJdniversity during the years (2014-2018).
Posts in the studies pages were extracted and the conterdnalyzed. Results shows that Facebook
importance and usage as a tool in education in this faca#tydaclined due to many reasons such as the
rise of many other applications and the automation of the tepghriocesses especially using the
electronic gates on the domain of the University for excngnijes. On another hand it is found that the
interaction is high regarding the political and entertainingspa®hich reflects the interest that followers
show to know the trends of their instructors towards such issues
Keywords: Facebook, University of Jordan, Social media, Education pregeskformation
Management.

% &' (

Social media has emerged in various avenues and gain antpgitance in most of our life aspects, to
become one of the most effective tools in communicationketiag, News, electronic publishing... etc.
In academic field social media has become one of the nssshial tools to communicate between
students and academic staff of the faculties. Social nedianetworks are known for announcements,
services of advising, educational activities, marketingsgr&l postings, expressing opinions, News
(Shiri and Rathi 2013; Madge and Coserea 20&dand Lu, 2017).
Social media has turned from an entertainment communicgpiglications into professional ones. The
flexibility that it gives to users in sharing, creatingalissing and the various types of files it allows to
use have increased its importance in our lf®@nd Lu, 2017).
Another important use for social media, the election campdldyasruddin, 2016), this shows that these
platforms can be powerful even in governmental events likei@hsctMoreover; it shows that social
media has gained an important place more than being only awuoation platform (Pang and Lee,
2008; khairuddin, 2016).
Many statistics are performed for daily news analysid @eports are made and reported based on the
posts in social media account. In academic fields sociaianeas become a very important tool to
connect students to their lecture@dwe andGaber 2014; Kaur and Singh, 2016).
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This paper is an analytical study for Face bookoants of CS department academic staff at the
University of Jordan, to show to what extent thecamts of the academic members are used in the
education processes and how various are the podtdhe attraction the academic staff get by their
followers from students and friends.

)

For the purpose of this research the face book pagademic members at the Computer science
department - the University of Jordan. The time lfor each one of them is covered for the period of
(Jan/2014- Mar/2018), among those pages; 3622 pasts extracted. The analysis is descriptive, dnd a
posts were taken into account.
The posts were classified into five categories:d&taic, Entertainment, Religious, Social, and Rlti
since these five categories can cover all postrdéess their type.

) % E

The University of Jordan is considered as one eflétigest universities in the Middle East. The case
study of this paper has considered the computesnsei department as a sample, for mostly this
department was the first to merge the social aclnieal applications in educational processestardT
experts, whether they are academic staff or stgdmmgven administrative.

The sample covered the CS academic staff Face fagés, counted to 25 members (24% Females, 76%
males) (Sekaran and Bougie, 2009).

— I
1

m males = females

Figure 1: Academic Staff of CS dep at JU

+ (

The results of the analysis shows that total nunolbgrosts on studied pages, has decreased thrbagh t
years of the study (2014- 2018). Figure 1 showsl#erement in the posts number.
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Figure 2: Percentage of posts through studied years

Figure 3: total posts amount through studied years.

There are many suggested reasons for this declimithiger applications that came into the front like
twitter and instegram, also the Whatsapp and iityako connect groups, many find it easier to mak
groups for their students and send an announceoreatls by it, where many consider it easier, and
faster.

Also, students tend to use other mobile applicationcommunicate with their instructors. Moreovbe
faculty adopted an automated system to link stidenith their instructors for each course, such as
materials, exams, semester work. This may causeceease in FB popularity in the field of academic
communicating. Yet, many academic staff still cdesiit as the primary space for communicating with
their students.

Regarding the categories, it is noticed from tdbénd figure 2 that the entertainment has got iteelst
percent, and the social in the second place, Hftdracademic with 17% and the least are the ceigi
and the political. This reflects that even academembers use face book to communicate with their
students it's the messenger where students canisgodies and questions for the instructor. Yed th
posts are much more to be entertaining and sddialeover, this shows that the academic posts ave fe
in a way that the instructor doesn’t post a lotarégng his/ her course, only important reminders,
announcements and some important ads for studeatsng the majority of the posts in the category of
entertainment and social tell that academic seaftitto share their attitudes in these categorids their
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students and other friends on the page, religiodspmlitical posts insure that the academic menar
ware that he is reflecting his attitude toward acsml issue in the society for all his followersdathe
followers like to know how does their instructotdfze university think and interact with the sogssues.
So face book is not only used for academic purpos@sst communicating with students.

Table 4: Posts Categories

Percent

% % %

Figure 4: Posts’ Categories

Regarding the types of posts; there were three tgpas: Videos, Images and Text. Text is the most
common way to express any message, besides ilg edised. More over face book now offers the
ability to change the font, font color, backgrowari many colorful additions that the post look like
picture. As figure 3 shows the text is the most c@wn used way for posting in Facebook by the studied
sample.
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Figure 5: Types of Posts

Regarding the attention that the academic memtsrgtheir posts, which is reflected by the lilesl
comments they get for the post (Interactivity rate}ults shows the following:

Table 5: Interactivity of the posts

)
% % %

Figure 3: Likes and Comments of the posts

As figure 4 and table 2 show, the academic postsarin the first place in terms of likes and coemts,
on the contrary it holds the last place in termdilas, which indicates that even if they are thesm
important link between students and instructors, sfadents tend to know them, and care to be only
informed by its content, on the other hand it iScenl that entertainment posts got the highest rurob
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likes and come in the second place in the number of comnfenter the number of likes social posts
comes in the second place, then the religious ones. Surprisihglypolitical posts got the highest
comments, this shows that the interaction is higher wherpabes reflects the point of view of any
academic member in the current political situation. Yeattaslemic posts got the lowest in both likes and
comments, there are many reasons for that, such as oti@rsedia applications where the student can
get the answer through chatting, even face book messengsteistfaan waiting to get a reply on the post.
At Jordan University there is an electronic platform thatsed for communicating between students and
instructors for exchanging files and assignments which leanske face book as a second tool mainly
for advertising for students and keep them updated.

E

Social media applications and platforms are emerging, anosalmas affected every aspect of our lives.
This paper focused on the academic and educational usagaadfrsedia especially Facebook accounts
as an interaction tools between the academic members andttitgints, it is found that Facebook is not
the first tool for educational purposes in Jordan Universi§/d€partment. Yet it still have an important
place for communicating and keep updated with all new regaagingstructor course.

It is recommended that this study shall be applied at the ¢é\adl faculties and next studies shall take
into consideration students’ perspective towards using socdifireeducation, to get their feedback and
find better ways for communicating accordingly. Moreover, guggested to make an educational based
account to link all interested in every field and facalty apply it as a community of practice, regardless
the used platform, to study of that can enhance the educagtiaaalss.
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RELATIONSHIP AMONG BIG FIVE PERSONALITY TRAITS, JOB
PERFORMANCE & JOB SATISFACTION: A CASE OF SCHOOL

TEACHERS IN SRI LANKA

Dr. WS Chandrasekara (Ph.D.)
Senior Lecturer, Institute of Human Resource Advancement, Witivef Colombo, Sri Lanka

Abstract

This study aims to examine the relationships among Pergoriedits, Job Satisfaction and Job
performance. A sample study was conducted with 150 government seacleéts using a closed ended
questionnaire based on Personality Traits developed by NormaM@&@whe & Costa, Job Performance
developed by Borman & Motowidlo’s, Task Performance developedMiyllister’s, Contextual
Performance developed by Organ and Farh’s et al., and Jiska&#&on developed by Porter & Lawler,
and Organ. Face to face interview method was performediaadwas analyzed using SPSS 20.0. Job
satisfaction and job performance show a reciprocal signifioelationship. All the personality traits
significantly influence on job performance whereas the Aaplmess indicates the greatest effect. In
terms of job satisfaction, Agreeableness is most inflaefactor, followed by Extraversion. The other
three personality factors do not have effect on job satisfadf@contribution of this study is to provide
empirical support for the reciprocal effect of job performaaee job satisfaction. These findings confirm
the previous studies’ causal relationship between these twadhes:

Keywords: Big five personality traits, Job satisfaction, Job performa&eel.anka

1 Introduction
Job satisfaction of teacher’s is very significant, as thegd to deliver a quality work in education for
future generations. The quality of education is largely infladrioy job satisfaction of teachers. Many
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studies have been done on job performance and job satisfactitve long history of this area.
Roethlisberger and Dickson (1939) have done a study on job performadgeb satisfaction in 1939.
Locke (1976) has defined Job Satisfactioraasenjoyable or supportive emotional state resulting from
the evaluation of individual’s job experiences whereakzsche & Parrish (2005have defined it as the
degree to which individuals enjoy their jobs. Job satisfaact@onbe described using equity theory. Equity
theory discusses balancing the inputs and outputs of an employeag&dereedman, 1976). According
to the theory, the employee obtains intrinsic and extrinsiamgsuvn different forms such as, pay, bonuses,
security, and pleasure. Persons become discouraged when inputs egeally rewarded as compared to
other equal jobs (Adams & Freedman, 1976). So, simply, jolfasdien is associated with how our
personal anticipations of work or job are in correspondence wathdtual outcomes. Job performance can
be defined as “all the behaviors employees engaged at work2Q02}. However, nowadays it is usually
agreed that job performance consists of complex series afellating variables relating to job, the

employee and the setting (Milkovich et al 1991).

1.1 The Big Five Personality Traits, Job Performance and Jobafsfaction

Many studies have been done on Personality Traits in the |lalogyhiShe factors developed by Norman
(1963) have been used widely in the literature. These faet@sextraversion, emotional stability,
agreeableness, conscientiousness and culture, later known asaiNoBig Five” or “Big Five” (Barrick
and Mount, 1991). Different researchers have marked the lesir fdifferently, Norman (1963) as
culture, Borgatta (1964) as intellect and McCrae and Costa (E@8Bpenness to experience. In this
study openness to experience is used as the fifth factor. Aslaissification can properly identify the
personality traits and it has been widely used in the reseadt this study has chosen to explore the

impact of Personality Traits on job performance and job setisfa

This study investigates the effects of personality traitadiyg five-factor model, on job performance and

job satisfaction among School Teachers in Sri Lanka. Persoradits have specified a complete
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description of an individual's personality, known as the fivediaotodel (McCrae & Costa, 1985). The
five-factor model is a categorization of personality traitdive scopes, comprising with Extraversion,
Agreeableness, Conscientiousness, Neuroticism, and OpennEgpdoence (McCrae & John, 1992;
McCrae & Costa, 1985; Deary & Whiteman, 2003). The basicsurements of the five factors have been
shown to describe individual variances in behavior (Cribbin, 1B@# & Deitz, 2006; McCrae & John,

1992). Therefore, five-factor model is suitable for capturingpadbpicture of an individual's personality.

1.2 Hypotheses and Conceptual Framework

1.2. 1 Conscientiousness

Conscientiousness comprises with achievement emphasis, seata#fciency, responsibility,
thoroughness, and hardworking (McCrae & John, 1992)unsbury et al (2012) defined
conscientiousness as a personality trait linkedh wigliability, consistency, honesty and
inclination obey with company rules, norms and ealindividuals who posses conscientiousness
have careful planning, effective organizing and time managewigoh may lead for more achievement
in carrier life. Hence, Conscientiousness is positivelgted to job performance & job satisfaction

(Hypothesis 1).

1.2.2 Neuroticism

Neuroticism generally includes characteristics such as wongertainty, defensiveness, pressure, and
anxiety (Judge & Higgins, 1999; Griffin & Hesketh, 2003; LounsbEogter, Carmody, Kim, Gibson, &
Dorost, 2012). According to literature, such characters malft@amore job stress, which decreases the
level job satisfaction (Mercer, 1997; Stoeva, Chiu, & Greenh2@@2). Neurotics may also have time
pressure to accomplish their work as they spend lot of fame/orrying or undesirable affects. They are
less efficient and effective time users. Therefore, Naisat is negatively related to job performance &

job satisfaction (Hypothesis 2).
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1.2.3 Extraversion

Extraversion is a characteristic that an individual terfgetsociable, active, outgoing, assertive, energetic,
extroverted, warm hearted and talkative (Lounsbury, Fostemdely; Kim, Gibson, & Dorost, 2012;
McCrae & John, 1992). They are more energetic, self-confidemard-bound and dominant in public
circumstances. Because of higher level of activeness amngyeextraverts may complete more duties in
a given extent of time and thereby may also experience lessigidn than others (Rusting & Larsen,
1998). Furthermore, as they focus more on positive aspectscal situations, they sense social
situations as less stressful. Due to the optimistic thinkimd) energy of extraverts, they may have less
tension and less time pressures. Hence, Extraversion igvelysirelated to job performance & job

satisfaction (Hypothesis 3).

1.2.4 Agreeableness

Agreeableness generally includes characteristics sutdaasvork, friendliness, forgivingness, kindness,
sympathy, and trustworthiness (McCrae & John, 1992). Agreeablaiesacteristics may reduce
workplace conflict and stress. Individuals who hold agreeablenessae tending to be success at work
and they get better emotional support from co-workers (ZelldPsrrewe, 2001). According to Yang &
Hwang (2014), individuals with higher agreeableness cope with gfasper and develop interactions
effortlessly. Greater support in the workplace may consequeatlyce job stress and increase job
performance & job satisfaction. Thus, it is predicted thgteeableness is positively related to job

performance & job satisfaction (Hypothesis 4).

1.2.5 Openness to experience

Openness to experience generally includes characteristids a&si intelligence, unconventionality,
creativity, curiosity, creativity, and originality (Mc&e & John, 1992; Rajiv , Dant, Scott, Weaven, Brent,
& Baker, 2013). Individuals who openness to experience are moreotandept changers, and creative in

finding solutions for problems. They are also more helpful herst Hence, it is predicted that Openness
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to experience is positively related to job performance &sptisfaction (Hypothesis 5).

1.2.6 The Job Satisfaction

The job satisfaction is a very important subject aria of im@dipsychology (Tang & Talpade, 1999pb
satisfaction has been defined in many different waysgdrature. Some consider it as a happiness relating
to his or her jobThe “satisfaction” is defined as an expression of the pleasw inner peace experienced
by individuals themselves in general (Mercer, 1997). Workers Jab expectations. Job satisfaction may
be defined as the satisfaction of these job expectatiamg (& Talpade, 1999). On the other hand, Job
satisfaction is the inner agreement of the workers eelateheir jobs (Park & Deitz, 2006). In recent
years, the importance of job satisfaction is increase@f&aton is achievable if job expectations and the
characters of the job itself are consisted with each othd@nhi@, 1972). Buitendach and Witte (2005)
define job satisfaction as an individual’s opinions and assessmiatjob, and this opinion is influenced
by their situations, including needs, values and expectationsidadis hence evaluate their jobs on the
basis of aspects, which they contemplate as important to tfdm. level of involvement in
decision-making and independency are influential factors im kxegls of job satisfaction (Lounsbury,

Foster, Carmody, Kim, Gibson, & Dorost, 2012).

1.2.7 Job performance

Job performance could be divided into two main parts, task psafare and contextual performance
(Motowidlo, Borman, & Schmit, 1997). Task performance deals thighactions that provide to complete
a job to make anticipated and particular outcome. Contextudrpemce explains the success of the
workers in doing their job, which reinforced by their personahdtict, social and physiological
atmosphere of the workplace. Task performaraaprises with job-specific undertakings including core
job tasks. According to Motowidlo et al. (1997), job performanae h stronger relationship with
cognitive ability. A study done by Lent & Brown (2006) has shown thaeling a task performance as

positive is assumed to influence workers’ attitude towaed thork. The main parts of task performance
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comprise with sustaining situation awareness, operatinditiess;i performing control actions and
communication tasks (Griffin & Hesketh, 2003). According to ral. (2000) when individuals use
technical skills and knowledge to complete a task, they are iggagask performance. Motowidlo et al.
(1997), point out that researchers have often disregarded thetsasp contextual performance, which is
very important to understand the job performance in additiontagk performance. Contextual
performance comprises with non-job-specific performances sucblaborating with co-workers and

presenting commitment (Motowidlo, Borman, & Schmit, 1997)

1.2.8 Conceptual Framework

Lent and Brown (2006) recommend a social-cognitive model ofgtibfaction, grounded on the social
cognitive career theory. The social cognitive career th@ooyides an outline for understanding the
influence of different personalities on job performance & jaltiskaction. In this study, big five
personality treats are functioned as independent variable I{’'¢dmprises with five major personality
traits: Extraversion, Conscientiousness, AgreeablenessjdfialoStability and Openness to Experience.

Job satisfaction and job performance are considered as the detpearible (DV).

Based on the literature and the above framework, following hypisthee postured;
H1: Conscientiousness is positively effect on job performanjb &atisfaction

H2: Neuroticism is negatively effect on job performancel $atisfaction

H3: Extraversion is positively effect on job performance &galisfaction

H4: Agreeableness is positively effect on job performangeb8satisfaction
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H5: Openness to experience is positively effect on job perfuren& job satisfaction

2 Methodology

In this study, correlation between big five personality traitd job performance & job satisfaction will be

investigated. Independent variables and dependent variablvemegthe conceptual model.

2.1 Participants

Study sample comprised of teachers working in three public sagoadhools in Western Province, Sri
Lanka who agreed to join the research study. Background facithsas gender, marital status, age, and
years of service were considered when select the stugylesaA total of 150 teachers, 50 teachers from
each school were selected. Gender of teachers; 60% of femald0% male teachers, and 80% of
married; 20% of single have been included. Of the teacB2# were under the age of 30; 68% were 31

years and above. Yeas of services of teachers; 1-10; 2020, £B.3%, 21-30;10%, 31 and above; 6.7%.

2.2 Measures

2.2.1 Personality Traits

Personality was measured using Big Five Personality fademsloped by Norman (1963) and McCrae &
Costa, (1985) with 20 items in alh. sample item iSl see other people’s point of view”. The scale deals
with general assessment about the Big Five personality. fPaitticipants were asked to select their level
of agreement for each item on a five-point Likert scalegireg from 1 (Strongly Disagree) to 5 (Strongly

Agree).The higher score, more tending towards a certain personaility tr

2.2.2 Job Performance
Job performance was measured based on Borman and Motowidlo’s §283)and incorporated both
task performance and contextual performance. The task parfice was measured based on McAllister’s

(1995) scale, and incorporated aspect of attendance and coordinétwer,(E980). A model item is “I

225
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

outperform my colleagues”. Contextual performance was meassiegl the eight items scale developed
by Organ’s (1988b) and Farh’s et al. (1997). A model item is tively help my colleagues with their

work”. The higher scare is the better the job performance.

2.2.3 Job Satisfaction

Job satisfaction was measured using the scale developBdrter & Lawler (1968), incorporating the

concept of fairness suggested by Organ (1988a). Satisfactioridedlinto two components as intrinsic

satisfaction and extrinsic satisfaction with three pointeémh. Example item is: “My job is challenging,”

The higher average score is the higher level of job setiisfa

3 Results

3.1 Reliability and validity analysis

Confirmatory Factor analysis (CFA) was conducted to meabareonstruct validity of each variable
used in the study. It helps to identify irrelevant iteang to design the measurement moAetording to
Karriker and Williams (2009), the value of factaading should be less than 0.4. The factor loading
values of all variables namely Personality Traits (Bdlp Performance (JP), and Job Satisfaction (JS) are
well above average level. According to Hair et al., (2008)yes of GFI, AGFI, CFIl, NFI and TLI
should be above 0.90 or closer to 1, it indicates the bdttrtie model. Hence, as given in Table 01 all
the values of above indexes are above the average levelomed © 1.00. Therefore, data is ideal for
further analysis. The values of model fit in this study @dose to 1.00 as given in the Table 01, which
means a good model fit. The value of Root Mean Square Errapmioximation (RMSEA) should be
less than .05, and Chi-square/(df) should be less than 4.5 for a better fit of the md8edvwne and
Cudeck, 1993). As given in Table 01, both RMSEA and Chi-squdues/are above the average level,
which indicates the better fit of the model. All the measnat values are above the average levkich

means a good model fit of CFA in this study.
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Table 01:Confirmatory Factor Analysis

Varia  Chi-squ

RMSEA  GFI AGFlI  CFI TLI NFI RMR AVE CR
bles are
PT 3.760 0.038 0.891 0.953 0.886 0.811 0.827 .016 53 .82
JP 3.986 0.040 0.933 0.931 0.922 0.837 0.814 .031 54 .83
JS 4.130 0.043 0.861 0.916 0.841 0.950 0.912 .024 53 .80

Notes: PT= Personality Traits, JP= Job Performaige,Job Satisfaction

Descriptive indicators and correlations of the study varianegive in Table 02.

Table 02. Descriptive Analysis and Correlations

Construct Mean SD 1 2 3 4
1 Contextual performance 3:94  0.47
2 Task performance 381 048 0.53
3 Intrinsic satisfaction 380 073 049 038
4 Extrinsic satisfacton 344 068 0.40 030 0.50
5 Agreeableness 4.50 0.65 051 0.38 042 0.28
6 Conscientiousness 3.72 0.50 054 054 035 0.23
7 Extraversion 4.01 0.52 051 052 035 0.25
8 Neuroticism 3.03 0.65 0.60 0.53 0.36 0.24

0.59 051 059 034 0.26

9 Openness to experience 3.05

Note: All correlations significant gb< 0.01

5 6 7 8
0.43
041 051
0.40 047 0.52

033 051 052 0.50
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Agreeableness
Contextua
performance
ienti Job Performance
Conscientiousness: Task
performance
Extraversion
Intrinsic
0 satisfaction
Neuroticism o
| Extrinsic
Openness to | satisfaction
experience

Notes: **p<0.01, *p<0.05

Figure 1The effect of personality traits on job performaacel job satisfaction

3.2 Discussion and Recommendations

Consistent with the previous studies, this studg fmund that the effects of all five traits on job
performance are significant, with Agreeablenessidpeie most influential factor whereas Neuroticism
being the least influential factor. In terms of jdatisfaction, findings of this study show that
Agreeableness is the most influential personaléyt bn job satisfaction whereas Extraversion esrbxt
most influential personality trait. Other three isbies do not have significant influence on job
satisfaction. Those who hold agreeableness are taane workers and tend to success at work and life,
therefore, they get better emotional support fratfeagues. This finding consists with Zellars & feere
(2001). They are good at socializing and have rfrigads than others. Furthermore, they are corenhitt
to their job and ready to devote more time for abcollaboration, which can insure a greater charice
job promotion and thereby job satisfaction. Thaedifgs also consist with previous studies (Judge &
Higgins, 1999; Van Den Berg & Feij, 2003). Findingfsthis study reveal the importance of agreeable
characters, such as being cooperative, attentidehamble to others, as well as extraverted chaigcte
such as being intimate, active and enthusiasties&hwo traits, agreeableness and extraversion have
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positive influence on job performance and job satisfaction.

Findings of this research indicate that there is a s@gnifireciprocal influence between job performance
and job satisfaction. This finding consists with pervious study dgniidge, Thoresen, Bono, & Patton

(2001). It means the higher level of job satisfaction leadsétter job performance and reciprocally,

better job performance leads for higher job satisfaction. igecaf the teachers who undertake their work
better are more likely to be appreciated by students amdprents as well as the principal and higher
authorities. On the other hand, teachers who are happiereaithing feel more enthusiastic about their
work and hence they perform their job well. According to fiigdi of this study, Job performance effect
on job satisfaction. According to Vroom’s (1964) Expectancy Thelmly, performance leads to rewards
and, in order, those rewards are the reason for job séitsfa©n the other hand, Job satisfaction effect
on job performance. Brayfield and Crockett (1955) done theréisgtarch in this regard and found a weak
correlation between job satisfaction and job performandty Beal (1984) conducted another research
and found a slightly higher relationship. The mutual causatioelship between job performance and job
satisfaction could be described by the theory of expegtaflte expectancy theory explains that
individuals are motivated to perform well to receive riewards; thereby they will achieve higher level of

satisfaction (Vroom , 1964; Lounsbury, Foster, Carmody, Kim, Gib&ddorost, 2012).

The main contribution of this study is to provide empirical supparttfie reciprocal effect of job
performance and job satisfaction. These findings confirm pifewvious studies’ causal relationship
between these two variables. Only few studies have exarttlieatiutual relationship between these two
variables and discovered either partial support for the muélatianship or support for a one-sided
relationship. However, including a third variable, personalaythis study, it was found reciprocal
relationship between job performance and job satisfacthmn.predicated, it was found that job
performance has a positive effect on job satisfaction andsgtisfaction has a positive effect on job

performance. All the variables of Big Five personalitytsrdiave revealed a significant effect on job
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performance. However, only agreeableness and extraversiontéwiaasignificant influence on job

satisfaction whereas the other three variables did not slsaymiéicant effect.
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Abstract

Consumer’s responses to cause related marketing have bestigated in the western context, showing
favorable attitudes and purchase intention. In this studynadgze consumers’ responses to cause related
marketing in a less developed country, where CRM is a noastt less used by firms. Based on a sample
of 642 undergraduate students, the result reveals a negaétierrship between CRM campaign-attitude
toward the firm, and CRM-purchase decision of CRM products.lddieof familiarity, the high level of
skepticism and the negative feelings toward companies wemadkeinfluential factors. The findings’
implications and study limitations are highlighted along with dioes for further research.

Keywords: cause-related marketing, consumer attitude, awareness, purchasenediR Congo.

Introduction

For several decades, researchers are interested m-redated marketing campaign and its implications
in consumer buying behavior, mostly in developed countries. Variousctaspf CRM have been
examined up to date: factors affecting the success of CRMNaigns (Barone et al., 2000; Gray, 2000;
Till and Norak, 2000; Cui et al., 2003; Babu and Mohiuddinm, 2008; Shablhir, 2010); other have
examined the general framework of consumers’ response to @RMWebb and Mohr, 1998). Among
the factors affecting CRM success, attitude has been faube & major one. Attitude has become a key
element in explaining consumer behavior. On the one hand, Longeneickl. (2005) and Assael (as
cited in Mercedes et al., 2015) stated that attitude hasri®a key construct in the analysis of socially
responsible behavior; and Engel mentioned that consumer belaviorder the direct influence of
attitudes towards specific products and marketing actiatéssciated with the same product (as cited in
Darling and Puetz, 2002). On the other hand, Dubrasca and 2frij&) found that attitudes toward the
firm and toward the campaign mediated the relationship batitee CRM campaign and the purchase
behavior. However, Roy and Graeff (2003) in their researtdtedk to consumer attitudes toward
cause-related marketing activities in professional spamtigcted in a three-county area of New York
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reported a positive influence of CRM on attitude toward tbenpany, but found little influence of
attitude on consumer purchase intention of CRM product. Thatgay consumers respond to CRM in
different ways depending on each country or region.

Furthermore, studies related to CRM in different backgroundsadaeport only favorable attitudes
toward CRM campaigns; some of them also report less posititedes, evoking consumer skepticism
toward cause-related marketing (Obermiller and Spangberg, 1998; Mdhamd Osman, 2012). Webb
and Mohr (1998) discovered that majority of respondents showed abevattitude toward a non-profit
supporting a social cause while half of them showed a high déws&lepticism toward company’s motives
behind its action. Therefore, it can’t be assumed that CRMamn works in the same way, anytime and
everywhere it is launched. There is then a need to study specific marketplace before any attempt to
implement this strategy.

Moreover, although consumers’ skepticism evidences still showCtRM campaigns produce positive
and beneficial results. Companies are increasingly adopii, @ying to show their commitment to the
well-being of people around them, at the same time to incieses. Started in the USA, the CRM
technique was adopted in Europe and recently Asian countrietsariaking advantage of the strategy.
There are growing numbers of researches related to CRMiam Asuntries such as China, Pakistan,
Bangladesh, India, etc. There is missing literature about @RMub-Saharan countries, where this
strategy still a novelty. This study intends to fill the dggpexploring Congolese consumers’ responses to
CRM campaign. The study results and recommendations mag agrdecision support tool for various
actors, mainly business and NPOs’ managers and marketerd| as their attempt to implement CRM
strategy.

The choice of the DR Congo is based mostly on its current soeciomic and political situation after a
long period of wars leaving behind millions of poor, orphans, widoaye victims, disabled persons, etc.
Indeed, DR Congo is a post conflict country where several matitthals and other types of firms are
evolving, but where people’s social conditions are worse than erewise in the world and need
attention from different stakeholders (Anup, 2010; Jansson, 2010; RyHL),

Jansson (2010) urged any corporate entity operating in the DR Congaatgeangactions that appear to
further social good beyond the firm’s interest, since publictians to distribute the welfare generated by
tax income have largely broken down after decades of migrearent and neglect, and since poverty is
prevalent with weak governance.

This study shows how consumers react to CRM campaigns in ddeskped country, where business
corporations are not well appreciated by people.

2. Literature review and hypotheses

Cause related marketing, attitude toward the campaign and pwhase decision

Cause-related marketing (CRM), which is a subset of ,GSRefined as a type of program in which a
company commits to donating an amount that depends on the saleshtexed in certain period time
for a cause (Kotler and Lee, 2005). Varadarajan and Menon (16B8¢d cause-related marketing as the
process of formulating and implementing marketing activitiesdahaicharacterized by an offer from the
firm to contribute a specified amount to a designated cause whtam@rs engage in revenue-providing
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exchanges that satisfy organizational and individual objectiVeey argued that CRM is different from
sales promotion, sponsorship, corporate Good Samaritan acts, peldions and philanthropy
(Varadarajan and Menon, 1988). For Kotler and Keller (2006), calesteed marketing helps marketing
specialists to stay connected with consumers’ mood and syigseit uses more sensitive, credible and
relevant instruments to society.

The dual purpose of the campaign as mentioned by Organ (2015)insréase profitability while
bettering the society. CRM campaign targets consumers guuotemtial buyers, trying to persuade them
and influence their attitudes and therefore their purchaseibeliBries et al., 2009).

However, the CRM notion may be somewhat strange to consunfersden’'t have any previous
experience of it, who have never encountered such typengbaign previously (Sheena et al., 2011).
Therefore, their support of CRM may not follow as expected bysfigapecially in a country such as DR
Congo where companies are accused of fueling the ongoing deadigtsonfits Eastern part.
Considering this argument, the first hypothesis is stateollasvf

H1. There is a negative relationship between CRM campaign and cenpurohase decision

H2. There is a negative relationship between CRM campaign andattibward the firm

Attitudes toward CRM campaign and purchase decision

Attitude is one of the most fundamental drivers of humans’ hehdecause they determine which
stimuli humans approach or avoid (Sweldens et al., 2014) and, in cartseina&ior analysis, attitude has
become an unavoidable component. Sole mentioned that attitudesowaren key construct in the
explanation of consumer behavior; more specifically inahalysis of socially responsible behavior (as
cited in Galan et al., 2013). Longenecker et al. (2005) atgedsthat attitudes can provide important
information since they are a summary of consumers’ evatuaiihey have a direct impact on behavior
such as purchase decision (Assael, as cited in Meretdbs2015).

Spendler (2017) defined attitude as a predisposition to evaluate ect a@bj product positively or
negatively. According to him, people form attitudes toward prtsdaad services, and these attitudes
often determine whether they will purchase or not (Spendler, 2Bhdg! stated that consumer behavior
is under the direct influence of attitudes towards sgepifoducts and marketing activities associated
with the same product (as cited in Darling and Puetz, 2002adtition, Page and Luding (2003)
highlighted that a more positive attitude towards the brand qrtudict leads to a more positive impact
on purchase intention, depending on the strength of the attifhdecfore according to them (2003), a
positive attitude has a positive effect on purchase behavior.

However, although various studies in the western context tlewenstrated that CRM campaign can
positively influence consumers’ attitudes and purchase intentlajjaf, 2003; Carrie and Nora, 2006;
Fries et al., 2009), consumers in countries where CRM ssdstablished have less positive attitude
toward CRM. Therefore, purchasing decision of CRM product mdgrsiubm positive reaction (Lavack
and Kropp, 2003; Singh et al. 2009). And according to other authors, @Rigaigns are not always
successful (Garcia et al. 2003; Carrie and Nora (2006). Gara@h €003) estimated that even well
established companies can see consumer attitude towardhthedakens after using CRM campaign for
multiple reasons. Consumers tend to boycott firm activitieslaams when they highlight irresponsible
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corporate behavior (Magdalena et al., 2011). In her reseaftated to CRM attitudes, Debra (n.d.)
suggested that a CRM alliance offers the greatest attgudoost to the companies and charities toward
which consumers already have positive attitudes. She edfirttaie a company that has (previously)
generated negative consumer attitudes may not enjoy theedleaititudinal boost although its
cause-related marketing allies with a non-profit organizgfibra, n.d). Subsequently, it is possible for
people to respond negatively to CRM campaign when they alreadyrtegative attitude toward the firm.
Hence, considering the above arguments and the Congolese makkedpthird hypothesis is produced
as follows:

H3. There is a negative relationship between Consumersidsatind purchase decision.

Furthermore, attitudes have been found as mediator in setgdads (Summers et al., 2006; Matos et al.,
2007; Nadia and Ying-Kai, 2013; Reto et al., 2015; Ndasi, 2017).Tfausth hypothesis is stated as
follows:

H4. Consumers’ attitude mediates the relationship between &Riaign and purchase decision.
Customers awareness

Finally, it has been demonstrated that the level afoousr awareness, participation and commitment is a
crucial component of CRM (Farache et al., 2008). It is diffitco evaluate consumer understanding of
cause-related marketing and/or corporate social responsibititputicalling their awareness to mind. In
their analysis related to CSR awareness, Smith é2@D0) and Maignan (2001) found that the lack of
awareness may become an inhibitor of consumer sensitivitgR d&hd explain why CSR might not be
taken into account while appraising a company and its productsinfmdimilar research, Lee and Shin
(2010) have also denoted that the more the consumers are &S8R, ahe better they understand CSR
activities; and consumers with a high level of awarenessooncern of CSR are more likely to show
positive attitudes to sponsoring firms and its products. Awasehas been seen as leading to positive
attitudes and stronger behavioral intentions toward buying productsstyoially responsible firms (Sen
et al., 2006; Pomering and Dolnicar, 2009; Magdalana et al., 2011).

All these results related to CSR can also be appliedusecrelated marketing as well, since the latter is a
subset of the former. Therefore, it can be assumedf #@nebody doesn’t know about what is CRM and
is not interested in it, he has no attitude toward fithas do not engage in bettering the society. Such a
person will still buy the product because it is cheap and gowH keeps within budget like what
Magdalena et al. (2011) have mentioned. Furthermore, Sheahgd2011) believed that consumers with
less exposure to CRM are expected to be somewhat morecaképirard it.

This study poses that Congolese consumers will respond lesstigvimr& RM campaign since they are
less exposed to it. Lack of CRM awareness will influehegr fpurchase decision of CRM product.

Hence, applying CSR findings to CRM context, and considering ibeeamentioned arguments, this
study proposes the following fifth hypothesis:

H5. Awareness moderates the effect of CRM campaign on purcli@sierde

Methods

This study analyses the relationship between CRM campaigindapendent variable) and the purchase
decision (as dependent variable) based on consumer’s atbtudeltthe campaign (as mediator), and the
effect of awareness (as moderator) on the relationship CRb&hgse decision.

Sample and site

The research was conducted in the DR Congo, at the Unyefdfinshasa, with 642 students. Students
were preferred to other categories of respondents becauseiofavailability on the campus. Also
previous studies have proven that selecting students as samplgeafch was suitable if the study is
exploratory and if the items on the scale are pertinenteaaaspondents who answer them (Ali et al.,
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2016). This study respondents’ profile is in accordance withtibeeamentioned criteria. Characteristics
of respondents (gender) are shown in table 1.
Tablel. Respondents’ gender

Respondents' gender

Valid Cumulative
Frequency Percent| Percent Percent
Valid Male 435 67.8 67.8 67.8
Female 207 32.2 32.2 100.0
Total 642 100.0 100.0

Measures

All the constructs measures were adopted from previous stcatiged out by different authors. Except
for the identification part, the questionnaire includes céos®ed questions using a 5-point Likert scale (1
for strongly disagree to 5 strongly agree). A scenario of eaalated marketing campaign was given to
respondents in order to measure their attitude and the followichase decision. The case consisted of
two fictional restaurants A and B selling Pizza and sdfikdr one of the restaurants (A) promises to
donate a portion of each unit sold to a charity. The total conetill then depend on the number of items
sold. The other restaurant (B) did not promise anything. Respondlen¢sthen asked their opinions
about the campaign, the restaurants and their final purchag® between the two restaurants’ products.

Attitude toward the campaign was measured on a four-item gedabach’s alpha= .88) adapted from
Lavack and Kropp (2003). The scale was reduced to 5-point Likalg 8z facilitate answers instead of
9-point used in the original scale. Awareness was measutie@single item adopted from Sheena et al.
(2011); and CRM attributes used a four-item scale (Cronbagit®al88) adopted from Shabbir et al.
(2010). Purchase decision used four-item scale (Cronbach’s alpha=d@®¢d from Hou et al. (2008)
with two low factor loadings items removed. Respondents hadadi@ gheir level of agreement with
different statements provided (1 for totally disagree araddily agree).

Statistical analysis

Based on the literature review and hypotheses, correlationsegrassion analyses were found suitable
for this study. Correlations among variables were calculasaty Pearson’s correlation. To identify the
mediation and moderation effects between CRM campaign andgserclecision, a moderated mediation
analysis was performed through conditional process model (Hayes, &ag)template number five of
SPSS PROCESS macro developed by Hayes (2012). Results itdolasrcorrelations are disclosed in
table2 and the results for conditional process model are ykspia table3. Conditional process model
allows testing the direct and/or indirect effects of an inddest variable X on a dependent variable Y
through one or more mediators (M) to be moderated (Hayes, 20123villeace of moderated mediation
is tested by the means of index of moderated mediation|ageeby Hayes (2015). And the statistical
significance of the index of moderated mediation can leddsy using various inferential methods such
as bias-corrected bootstrapping (Hayes, 2015), which is preferr&obel test and the distribution of
product test (Sobel, 1982 and MacKinnon et al. as cited in HaQ&8).

The main steps consisted of testing the effects of the Cagivpaign on the purchase decision (H1); the
effects of the CRM campaign on attitude toward the camp#igit the test of the relationship between
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attitude toward the campaign and purchase decision (H3). Aisetthree first steps, the moderating
effect of awareness on the relationship between the CRM cgampad purchase decision (H5) was
tested, before checking the mediating role of attitude (H4).

Results
Table2. Descriptive Statistics
Std.
Mean Deviation N

Campaign 2.43 .870 642
attributes

Purchase decisiol 2.35 951 642
Firm attitude 2.11 415 642

Table3. Correlation matrix

|Campaign Purchase
attributes decision Firm attitudg
|[Campaign attributePearson Correlatiddl -.225" -.129"
Sig. (1-tailed) .000 .001
N j642 642 642
|Purchase decisionPearson Correlatid-.225 1 378"
Sig. (1-tailed) .000 .000
N j642 642 642
|Firm attitude Pearson Correlati¢-.129" 378" 1
Sig. (1-tailed)  |o0o01 000
N 642 642 642

Table4. Process macro result
Run MATRIX procedure:

Frikkkkkkeeock PROCESS Procedure for SPSS Release 2.13 ***xkitkkkikik
Written by Andrew F. Hayes, Ph.D. wwiheges.com
Documentation available in Hayes (2013). www.guilford.gdhayes3

kkkkkkkkkkkkkkkkhkkkkkkkhkkkhkkkkkkkkkkkkkkkkkkkkkkkkkkhkkkhkkkhkkkkkkkkkkkk

Model =5
Y = DECISION
X =CRM
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M = Firmatt
W=Awa 1
Sample size
642
*kkkkkkkkhkkkkkkkkhkkhkkkhkkkkkhkkhkkkkkkhkkhkkkkkhkkhkkhkkkhkkhkkhkkkkkkkkhkkkhkkkkkkhkkkk
Outcome: Firmatt
Model Summary

R R-sq MSE F dfl df2 p
.1260 .0159 .8419 10.3175 1.0000 640.0000 .0014
Model
coeff se t p LLCI ULCI
Constant 2.2431 .1076 20.8508 .0000 2.0319 2.4544
CRM .1337 .0416 3.2121 .0014 .0520 .2155

kkkkkkkkkkkkkkkkhkkkkkkkhkkkkkkkhkkkkkkkkkkkkkkkkkkkkkkkhkkkkhkkkhkkkkkkkkkkkx

Outcome: DECISION
Model Summary

R R-sq MSE F dfl df2 p

.2983 .0890 .8284 15.5566 4.0000 637.0000 .0000

Model
coeff se t p LLCI ULCI

Constant 1.8780 .3454 5.4367 .0000 1.1997 .55642
Firmatt 1671 .0413 4.0451 .0001 .0860 .2482
CRM -.0467 1327 -.3517 .7252 -.3073 .2140
Awa_1 .2401 1111 2.1615 .0010 .0220 .4583
int_1 .0760 .0426 1.7836 .0005 .00771597
Interactions:
int_ 1 CRM X Awa_1

***********DIRECT AND INDIRECT EFFECTS *kkkkkkhkkkkkkkkhkkhkkik
Conditional direct effect(s) of X on Y at values of the matian(s):

Awa_1 Effect SE t p LLCI ULCI
2.0000 -.1987 .0583 -3.4090 .0007 -.3132-.0843
2.8349 -.2622 .0420 -6.2467 .0000 -.3446-.1798
3.7947 -.3352 .0549 -6.1092 .0000 -.4429-.2274

Indirect effect of X on Y
Effect Boot SE BootLLCI BootULCI
Firmatt .0223 .0096 .0076 .0467

*kkkkkkkkkkkkk ANALYS I S N OT ES AN D WAR N I N GS kkkkkkkkkkkkkkkkkkkk
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Number of bootstrap samples for bias corrected bootstrap cooéidetervals:
5000
Level of confidence for all confidence intervals in output:
95.00
------ END MATRIX -----

Relationship between CRM campaign, attitude and purchase desion

The correlation analysis from table 2 shows the followingiltesa negative significant relationship
between CRM campaign and purchase decision (r=-.225, p=.008fotteethe first hypothesis was
supported; a negative significant relationship between C&Npaign and firm attitude (r=-.129, p=.001),
supporting the second hypothesis. However, the matrix shows fcsighpositive relationship between
firm attitude and purchase decision (r=.378, p=.000), this leattie tejection of H3.

In supporting these results, the outcome from process macro ar{édyde3) also provides evidences that
CRM campaign is a significant predictor of attitude towtue firm (b= .1337, t= 3.2121, p= .0014, 95%
Cl [.0520, .2155]); and attitude toward the campaign is a Sigmifi predictor of purchase decision
(b=.1671, t=4.0451, p=.0001, 95% CI [.0860, .2482]). The table shows lileat adding mediator in the
system, the CRM is no longer significant predictor of the mse decision (b= -.0467; t= -.3517,
p=.7252; Cl95% [-.3073, .2140], which is an evidence of mediatientef

In order to check for mediation one can examine the statigtigaificance of the indirect effect
(assuming the null hypothesis that the indirect effect coafti@qual zero). Hayes and Scharkow (2013)
suggest using the non-parametric bootstrapping (with confidenawailslefor testing mediation as it
does assume the indirect effect is normally distributed aldsythe most accurate results. In this paper,
the direct and indirect effects of the independent variabl¢he dependent variable were measured to
examine the mediating effect of attitude toward the fifilme results show that the indirect effect of the
CRM campaign on purchase decision is significantly diffefeom zero [.0076, .0467] with 95%
confidence interval (see table3). This result confirms th&ude toward the firm fully mediated the
relationship between CRM campaign and consumers’ purchaseodecidiherefore, hypothesis H4 was
supported.

As for the moderation, it was tested following Hayes (2012)Bxah (2015). First, a product term was
constructed (X*Z) where Z is the moderator variable. Secomu siasisted to include the interaction
term as a predictor in the regression model along with botimdXZaas predictors. By including the
product of X and Z in the equation, the regression coeffiéenX should vary as a linear function of Z.
If the interaction term is significantly different fromraethere is evidence of moderation — that is, the
effect of X on Y depends on the values of Z (Brian, 2015).

In this study, the moderating effect of awareness on the Ipstiveen CRM campaign (independent
variable) and purchase decision was tested. The procests rglsow that the first model without the
interaction term is significant F (1,640) =10.3175; p=.001; afteding the moderator, the CRM
campaign and the interaction term Awareness x CRM camnpaithe equation, the output shows that the
interaction is significantly different from zero (b= .07601.t2836; p= .0005; 95%CI [.0077, .1597]. The
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table also shows that awareness is a significant poeddtthe purchase decision (b=.2401, t= 2.1615,
p=.0010, 95%CI [.0220, .4583], while the CRM still not significant tiude mediation effect. Therefore,
hypothesis H5 was supported.

Discussion and implications

The DR Congo is a post conflict country where large part of popnlare still struggling for basic needs
without significant assistance from the government and locapanies. It was very crucial to investigate
how people react to cause-related marketing which is sedheabest way for firms, NPOs and
consumers to better the society. The main focus was to igatestthe relationship between CRM
campaign, firm attitude (company involved in CRM) and purehdscision of consumer, adding a
boundary condition (familiarity or awareness of CRM campaigmxa@mine how it interacts with the
campaign to influence purchase decision.

Contrary to previous studies in the Western, European arath Asintext, the results in table 2 provide a
strong evidence of significant negative relationships betva#M and purchase decision, and between
CRM and attitude toward the firm. These results contrexste found by Varadarajan and Menon (1988),
Marin et al. (2007), Hou et al. (2008), Shabbir et al. (2009), Dubrar&aVarija (2015), to mention just
a few. However the table shows a positive relationship beta#éude toward the firm and purchase
decision. This can be explained by the fact that consumers regdtive attitude toward the firm
(mean=2.11, see table2) leading to an ambivalent purchaseoddorean=2.35). Therefore, they are not
interested in buying CRM product due to their negative attitonbard the firm. In this case, the positive
relationship means that more negative attitude will leaddoe negative purchase decision as well. This
is in consistency with what Debra (n.d) mentioned about CR&dhees and consumers attitude. Another
reason for consumers’ negative attitude is the skepticismal land distrust of the firm promise.
Skepticism had been studied in previous studies also and haddugel as a crucial factor influencing
consumers’ attitudes. Obermiller & Spangenberg (1998) define ickepttoward advertising as the
general tendency of disbelief about advertising claimgpiteasents a basic marketplace belief that varies
across persons and is related to general persuasab#itceHthis study recommends companies to
undertake meaningful actions to improve their behaviors and imptio®ir reputation and enhance
favorable attitude /feelings from consumers. Consumer’si@ddtiis a crucial component in consumer
behavior that needs to be well understood because of itsnoélwm consumer behavior. Besides, attitude
toward the firm has mediated the relationship between CRiMpaign and purchase decision. Since
purchase decision depends on attitudes, any change in consurnierdé deads to a change in the
purchase decision as well.

Furthermore, consumers’ lack of interest in buying CRM prodwast atso be due to the novelty of this
technique in the DR Congo, as suggested in earlier studies siudy suggests that companies should
focus on how to change consumers’ attitudes and purchase desiisgenthey hold ambivalent responses
which can be easily changed to positive attitudes. Sintiagsblased on consumers’ needs is no longer
the unique way, firms have to create efficient emotiontihgeand share responsibilities of bettering the
society with consumers (Singh, 2016). This can be done by increasirayvareness (Singh, 2016) and
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intensifying communication activities and public relationhef tompany. In addition, awareness has been
seen as influencing consumer purchase decision. Companiescdhawrease CRM awareness among
consumers, assuming that if they are aware of what CRividsts importance for the entire society, they
will have favorable intention toward buying the linked product. Ascad by Smith et al. (2000) and
Maignan (2001), the lack of awareness may become an inhibitoonsumer sensitivity to CSR and
explain why CSR might not be taken into account while apprasingmpany and its products. These
statements reveal how important the awareness is for CSRRiIMdactivities as well, in accordance with
Mohr et al. (2001) and Bhattacharya and Sen (2004), who believedhéhalisconnection observed
between attitude and actual behavior (in CSR) can be expldigethe lack of awareness and
understanding of company’s CSR achievement. This same siteatidre applied to CRM area.

To sum up, attitude toward the firm and CRM awareness agresind influence respondents purchase
decision in the DR Congo; they are the most important fatdoe taken to consideration if one intends
to implement good CRM strategy. Therefore, understanding and émfpasumsumer’s attitude toward
the CRM is a key point toward implementing an effective CRidtegy.

Limitations and directions for future research

In addition to the sampling technique limitation (not generbl&athere are still several other factors to
be investigated in the Congolese marketplace context, suetiugation to pro-social behavior, effects of
colonization on consumer purchase behavior, traditional beliefs dbaation to poor, etc. The findings
of this study are simply indicative and preparatory; ther meed of further researches to deepen the
understanding of CRM in the DR Congo, with different methods andagipes such as qualitative,
using focus group and interviews. Last but not least, CRM limieetpartners (for-profit, non-for-profit
and consumers), this study was limited only to consumers. Fugkearch including all the parties
would be more informative.
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Abstract

This study aims to describe and analyze the developmenvl8R$ City sebagai reformasi birokrasi
secara sinergis dan simultan di Kabupaten Sleman. Astadg in Sleman Regency with triangulation of
interviews, observation, and documentation in data collectidmigae. Data processing procedure with
display, reduction, conclusion, and triangulation. The welfate stauld prosper its people when the state
was able to provide quality services. Quality services redubureaucratic reform, not just the
professionalism of the state civil apparatus or simply thedatal operating procedure, or only on the
institutional. Total bureaucratic reform in which synergy amdulaneous institutional reformation,
management, and human resource development were carried outbdme@licracy reform could be
realized when the implementation of government both central egidnal use information technology
and telecommunications. Smart city was a real form of lbwratic reform by utilizing information and
communication technology. Smart city could improve the comypetigss of a region in all areas including
the economic field.

Keywords: service, reform, technology, institutional, management, ctitive@ess.

I. INTRODUCTION

In the development of the theory of state science known nachssékatr or policy state and welfare
state. Most countries in the world adhere to the welfate steluding Indonesia. As adherents of the
welfare state, the government strived to realize tHéaveeof its people, including the government of
Sleman Regency.

The Government realized people's welfare with internal atedreal measures. Internal measures were
carried out with effective and efficient governance. Histdly, it began with the management of
traditional administration carried out manually, manual typtens;j electronic typewriters, and computers
and from administration, management information systems totémmet (e-government).

External measures in the form of quality and community-orientelicméyvices. In the development
of government service systems in Indonesia, it was knowneaPdhgreh Praja system, civil service,
one-stop service system, one-stop service system, reinvegdivgrnment, e-service/e-government
(Ibrahim, 2008).

Internal and external steps in realizing people's wetfavédnot be separated from the administrative
paradigm starting from traditional administration, new publanagement (new public administration),
new public services (good governance), and post new public maeagd®ernhart, 2008). This
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administrative paradigm was basically the role and funafdhe government in managing government,
especially government services.

Efforts to manage an effective and efficient adminigtreand service to the community were realized
in the form of reform. Bureaucratic reform included insiiias, management, human resources
(Kemenpan and RB, 2011; Dolongseda et al., 2017). Bureauafatimrtowards good governance where
proportional institutions, effective and efficient managemewnfegsional human resources so that quality
public services. Comprehensive and integral bureaucratic refasmealized in the form of e-government.

Bureaucratic reform in the form of e-government needs to be dewnause the condition of
government bureaucracy services has shown (1) that it tenble sbow, rigid, overweight and low
productivity; (2) is feudal, patrimonial and traditional; (3pdeto smell collusion, corruption and
nepotism and various forms of abuse of authority; (4) low seyi@lity; (5) service procedures are still
complicated; (6) the working mechanism is less effectiveefficdent (Akadun, 2005).

The Indonesian Ombudsman Prevention and Research Researcteaidpient Team (2015)
categorized Districts / Cities from observations, as nasc5.79% or 75 Districts / Cities included in the
red zone, which means low levels of compliance in the imple@mtaf Law 25 of 2009 concerning
Public Services. 28.95% or 33 Regencies / Cities includelteityellow zone, which means the level of
compliance in the implementation of Law 25 of 2009 concerning P@#iwices. And 5.26% or 6
Regencies / Cities are included in the green zone, whicmsnkah levels of compliance in the
implementation of Law 25 of 2009 concerning Public Services.

Some local governments tried to improve the quality of puskligices by implementing e-government.
This was because e-government could improve equitable publiceed sustainable development
(United Nation, 2018). However, there were obstacles in themmgitation of e-government both from the
dimensions of development and application in Pati Regency andr&@egn@ity had not run optimally
because of the absence of polical will from the governmemipus limitations both from financial
resources, information technology infrastructure and e-Gov marsageesources (Sri Purwandani et al.,
2018; Prasetyo et al., 2018). The results of Novita's (2014) studideddhat the inhibiting factors in the
development of e-Government in the city of Palembang werfathars of human resources, infrastructure
and organization, especially weak leadership, the pabteiraBn resources, lack of coordination, digital
inequality and weak regulation. As for Sosiawan (2008) stated ttieatobstacle of e-government
implementation was the initiative and meaning of the impleatient of e-government by the autonomous
regional governments were still individually; implementatiorotigh the regional website had not been
supported by an effective management system and work proceds the readiness of regulations,
procedures and limitations of human resources; many local gogatsrhad identified e-government
implementation as merely creating a local government teefseb presence) so that the implementation
of e-government only stops at the maturation stage of thesfages that must be passed.

More and more local governments were trying to develop and apgpbwernment, but many results
were less satisfactory so the quality of local governmamices was still low. However, Sleman Regency
in Yogyakarta province provided a success story in implementirayedgment by developing Sleman
Smart Regency.
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This study aims to describe and analyze SMART Regency sgnergistic and simultaneous
bureaucratic reform in Sleman Regency both from the institakj infrastructure, and application
dimensions and planning and its impact on economic competitiveness.

II. SMART CITY

The study of e-government began in the late 1990s. E-governmeatalesvas a multidisciplinary
research. As a multidisciplinary study, according to Molhat €015), there were at least 13 theories that
study e-government. The thirteenth theory had its own pergpextie-government. The thirteen theories
according to Molnar et. al (2015) were contrarian theory, coordmatieory, gatekeeping theory,
Inter-Organizational Networks, Socio-Technical Systems Theldmg, Science of Muddling Through,
motivation theory; Theories from Political Science, Pubditue, Small world theory, Stakeholder Theory,
(12) Theories proposed by Barry Bozeman and Stuart Bretschn&lisories of Structuration and
Emergent Behavior.

The thirteen theories contributed greatly to the developofezigovernment research. According
to Molnar et. al (2015), contrarian theory said e-governmeiat model of governance that was different
from traditional models; Coordination theory considers e-governaseatstudy that combined computer
science theory, organizational theory, operations reseammmics, linguistics, and psychology; whereas
gatekeeping theory viewed e-government with information afgtémmunication technology as being
able to filter information in government administration. Asihter-organizational Networks, according to
Molnar (2015), providing an understanding of e-government from the pbinéw of an organizational
network; socio-technical systems theory provided a basioidegovernment from a technical and social
perspective; The Science of Muddling Through looked at e-governnoemttie speed of decision making.

Motivation theory examined the reasons people accept or rggeseenment; theory from political
science looked more at how power played a role in e-governmetgmentation; while the public value
viewed values as beneficial to society if the governmerg esgovernment; Small world theory viewed
e-government as an increase in community participatiokpBtdders Theory said the importance of the
role of stakeholders in e-government development; Barry Bazeand Stuart Bretschneider considered
the importance of influencing organizational aspects anctsspetechnology; and Theories of Structural
and Emergent Behavior examined organizational dynamics in ergogat development.

Research on e-government in Indonesia, according to Masyhur (201Mjnedathe issue of
institutional dimensions such as the research of Karis anelOgtur (2011), Resta (2013), Silalahi et al.,
(2015); issues of Infrastructure dimension such as therobsefHijrih and Prasetyo (2015), the issue of
application dimensions such as the research of Fuadi and §2&b8), Noviana et al. (2015), Suwitri et al.
(2012), Aulia Rahma and Puspitasari, Nugroho (2015); issues of padinnension such as Mardahayati
(2012), Slamet (2013), Alusi and Sensuse (2014), Nugroho et al. (2015abadr, Erizal (2015),
Bhaskara (2016).

Conceptually, e-government would create friendly, comfortabiansparent and inexpensive
interactions between government and society (G2C), governmeiuaimkss (G2B), intergovernmental
relations (G2G), and relations between government and empldg2€e3 (Akadun, 2009). A regency or
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city government implemented integral e-government in both,GZB, G2G, and G2E were known
SMART City or SMART Regency especially facing increasirgdmplex environmental problems.

SMART city was originally understood as cities that had besakthroughs in solving problems in
their cities and were successful in improving the performaricéheir cities; to the utilization of
information and communication technology by the city governmentirying out its services (Cohen
and Zarowin, 2010; Sudaryono, 2014; Insani, 2017).

Smart regency is a smart city concept in developing and gimangarious resources effectively and
efficiently by utilizing the advancement of information amdnenunication technology. This concept was
developed from Smart City, which was interpreted as atleéy used digital technology to improve its
performance, reduce costs and consumption, and engaged moedy sty effectively with its citizens.
There were at least three Smart City parameters, Igamtelligent economy, social smart, and
environmentally intelligent (Kedaulatan Rakyat, 5/15/2017).

Cohen and Zarowin (2010) stated that smart cities werdifieerin 6 (six) main dimensions, namely
smart government, smart economy, smart society (smasl $i6e), smart mobility, smart environment
(intelligent environment), and quality of live.

The implementation of e-government was very important for gewere because basically
e-government would realize a better, more responsible, igffeand efficient government, reduced
practices of corruption, collusion and nepotism, better qualityernment services and community
expectations, improved source management power, as well amatséel information structures and
organizations (Akadun, 2009).

. METHOD

This study used the constructivism paradigm in Sleman Reg8lergan Regency was one of the
regencies in the province of Yogyakarta Special Region. Sldtegency had an area of 57,482 Ha or
574.82 Km2 or about 18% of the area of the Special Province ofilKagy. Sleman Regency consists of
17 sub-districts, 86 villages, and 1,212 hamlets. SlemannRggeas bordered by Boyolali Regency
(Central Java Province) in the north, Klaten Regency (Qebdara Province) in the east, Kulon Progo
Regency (DIY Province) and Magelang District (CentralaJ&rovince) and the south bordering
Yogyakarta City, Bantul Regency and Gunung Kidul Regency, YogyaRawtance.

As a buffer zone of Yogyakarta City, it had many environmental enabl and regional
development. Namely: (1) high conversion of agricultural landdn-agriculture; (2) the uncontrolled
construction of residential housing, apartments, hotels and shopgter< is not controlled by many
residents. (3) Regulation of land control and inadequate use oé.sphaen (4) there had been no
enforcement and control against violations of spatial useTl{g)intensity of floods due to increasing
rainwater runoff and (6) the reduction in water catchment zoneswlais an impact on the decreasing
groundwater level in Sleman and Yogyakarta City (Sutaryono, 2017).
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Picture 1
Map of Yogyakarta Province

In addition to facing the above problems, Sleman Regencyekeellent potential both in the
potential of agricultural commodities, industry, tourism, investtnPotential commodities include Salak
Pondoh, Mendong, beef cattle, goats / sheep. catfish. Indysdtemtial such as leather gloves, wood
furniture, wood crafts. Tourism potential such as village tourisultural tourism, educational tourism,
historical tourism, temple tours, nature tourism, agro toumsaseum tours, monument tours. Investment
potential such as agriculture (agrp industry), industry (garnheather gloves, wood and rattan furniture
industry, publishing and printing, food and beverage, plastic ariagiag industries); trade and services
(land transportation, supermarket, dept store, export-import, ¢cansydroperty rununaway); tourism (hoel,
apartment, tour, travel, café, restaurant).

All potentials will be of no benefit to the progress and areliof the community when the potential
is not managed, developed and utilized by development atto®eman Regency. In managing,
developing, and promoting this potential, collaboration, cooperayorergy between development actors
in Sleman Regency are required from government, privatersacid NGOs or the community. Means to
develop collaboration, collaboration, synergy between developroemsan Sleman Regency, namely by
developing Sleman Smart Regency...

Data collection techniques used tringulation techniques thatbineminterview techniques,
documentation and observation. Qualitative research on Slemart Begency as an integral and
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simultaneous bureaucratic reform with the target of thebsituation (activities, people, place) of Sleman
Regency in building Smart Regency starting from preparatiomlementation and control both
institutionally, management and human resource development.nfdrenants of this study were the
Regent of Sleman, the Head of the Information and Communicaéouice.
Primary data were collected by using interview and observédichnique while secondary data was
collected through documentation study, especially the leigislaData is processed by data reduction
procedures, data presentation, conclusions. The technique ofinakam of data harmony with
triangulation both triangulation between data source and tridge collection technique. Qualitative
analysis is used to analyze the data obtained.

IV. RESULT AND DISCUSSION
4.1 Preparation of Sleman Smart Regency
Strategic steps of Sleman Regency in preparing Slemant Regency, namely:

a. Building institutions, by making the Sleman Smart Regencyesfi@ plan. This Strategic Plan was
the Sleman District 2016-2021 Regional Medium Term Developmeamnt (RPJMD). This RPIJMD
was equipped with Sleman Regency's Smart Regency Develogtoacimap, Master Plan and
e-Government Blueprint, Sleman Regency; Sleman Regent &iegulNumber 87 of 2016
concerning Position, Organizational Structure, Duties and FuncamasWork Procedures of the
Office of Communication and Information, Sleman Regent Regul&tumber 3 of 2016 concerning
Management of Websites in Sleman Regency Government RegslaBleman Regent Regulation
Number 17 of 2017 concerning Management Electronic Letter Acc@lmman Regent Circular
Number 333/00239 concerning Information System Application Coordinatiorahpp

b. Inventory of HR in the field of Communication and Information Technol@@y) in Each Unit of
Regional Device Organization.

c. Inventory of Facilities and Infrastructure in the Field &TIin Each Unit of Regional Device
Organization.

d. Inventory of the application system owned by the Unit of Baaji Private and Community Device
Organizations.

e. Inventory of application systems needed by each Unit of Regdexdte Organization for quality
service.

f. Inventory of potential owned by the government, community and praeattor in running Sleman
Smart Regency.

Preparation of Sleman Smart Regency was triggered by ihenvof the Regent of Sleman

2016-2020, namely the realization of the Sleman community whachmore prosperous, independent,

cultured, and integrated E-government system towards the 8egency (Smart Regency). This vision

encouraged that service to the community requires a bedteices system which was a blend of
regulatory systems, policies, attitudes and behavior, whies supported by modern information
technology that was able to provide high response and effectiviermesdizing good governance.
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One mission that was breaking down the mission was directhgdeia sleman smart regency was the
mission of "Improving good governance through improving the qualityegfhansive bureaucracy and
implementing integrated e-Government in providing servicstcommunity”. The target was to increase
e-gove implementation, with a strategy to increasedutie of information technology in the process and
dissemination of development and service to the communttyasthe direction of the policy strategy was
the use of electronic mail, integrated management infimmaystems and activation of sub domains in
each local government agency.
Preparation of Sleman Regency Government as mentioned abawictpate and overcome various
obstacles and obstacles in implementing e-government in keegians such as Pati Regency and
Semarang City which were constrained by the absence of paimdd from the government, various
limitations both from financial resources, technologicalasfructure information and resources of e-Gov
managers (Sri Purwandani et al., 2018; Prasetyo et al., 2018kityhed Palembang was hampered by
human resources, infrastructure and organizations, especéidk/leadership, human resources steps, lack
of coordination, digital inequality and weak regulation (Nov2@14).
The implementation of Sleman Smart Regency was effelsizause there was a strong commitment
of the Regional Head to develop e-Government in governance and ggivies, the human resources of
the Sleman Regency civil apparatus in managing ICT, abieteégrate ICT facilities and infrastructure
owned by the government, the public and the private sector, capitali the participation of the
community, the private sector and the regional apparatus dgetredopment of Sleman Smart Regency.

4.2 Implementation of Sleman Smart Regency

Sleman Smart Regency was realized in the form of Sgarernment (smart collaborative, smart
governance, smart employee, smart system, smart publicesepen government); Smart mobility (smart
transportation, smart car service, smart network); Smangli(Smart education, smart building, smart
security, smart tourism, smart health); Smart Economy (Bessimarketplace, smart investment, smart
MSME, Smart entrepreneurship, Regional potential, Smanere), Smart Environment (Smart energy,
Smart Water, Smart waste), Smart people (Smart ojt@mart innovation, labor marketplace).

Assessed from the of implementation of Sleman Smart Rgg8lenan Regency governance was an
integral and comprehensive form of bureaucratic reform bedhasg8leman Regency government had
carried out institutional reforms (policy, reorganization|aimbration), management (application systems),
and HR (professionalism in governance, service, and developmi#niCT). The implementation of
Sleman Smart Regency was effective because there wsi@sng commitment of the Regional Head to
develop e-Government in governance and public services, the heswraes of the Sleman Regency
civil apparatus in managing ICT, able to integrate ICTilifes and infrastructure owned by the
government, the public and the private sector, capitalizeepadrticipation of the community, the private
sector and the regional apparatus in the development of Semart Regency.

The implementation of Sleman Smart Regency had an impadieotevel of competitiveness of
Slemen Regency. The results of the measurement of the lmalodesirism Index were Denpasar City,
Surabaya City, Batam City, Sleman Regency, Semarang B8andung Regency, Bandung City,
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Banyuwangi Regency, Badung Regency, Bogor Regency, Bantul &e@dmistry of Tourism, 2016).
Yokatta Wonderful Indonesia Tourism Awards 2018, Sleman Regankg second in the 10 Best Districts,
after Badung Regency, followed by Banyuwangi Regency, BogorrRggBuleleng Regency, Gianyar
Regency, Klungkung Regency, Bantul Regency, Sidoarjo RegencBardling Regency (IDN Times,
07/20/2018).

The economic growth rate of Sleman Regency in 2017 which wasndhw@®RDP, according to the
current price reached 40.336 trillion, while according to thetaohgrice of Rp. 31.519 trillion; economic
growth of 5.25%; Sleman Regency's Gini index of 0.390 was lib#tarithe Gini DIY (0.430) and national
(0.393) index (Tribune Yogya.com, 05/10/2018). The number of foreign investm8leman increased in
2017 which reached 70 business units, an increase of 6.06% cortp&@tb. The number of PMDN
Business Units in 2017 reached 77, which also increased by 28r88%22016 (Tribun Yogya .com,
05/10/2018).

The results of the study were supported by the reality akthdonship between the best countries in
implementing e-Government with high competitiveness countriescandtries that had the highest
happiness level. The United Nations (UN) again published &2l EE-Government Development Index)
ranking based on a 2018 survey, first to tenth position, achieveeimat® (0.9150), Australia (0.9053),
South Korea (0,9010), United Kingdom (0,8999), Sweden (0,8882), Finland (Q,881dgpore (0,8812),
New Zealand (0,8806), France (0,8799), Japan (0.8783) (UN-Gover8oergy 2018). The figures
obtained were a reflection of the condition of implementingdsernment to ensure that public institutions
were already more inclusive, effective, accountable am$perrent. Inclusive, effective, accountable and
transparent public services indicate quality public servicaalif public services showed prosperity.

From the results of the world happiness survey (UN, 201@gris out that the first to tenth order is
Norway, Denmark, Iceland, Switzerland, Finland, the Nedineld, Canada, New Zealand, Australia and
Sweden. World prosperity index, ranks are Norway, New Zealewinark, England, France, Singapore,
Japan, Hong Kong (Tribune, 2018). As for the Global Competitivelmelex (World Economic Forum,
2017/2018), the top is Switzerland, United States, Singaporeefiiatids, Germany, Hong Kong, Sweden,
United Kingdom, Japan, and Finland.

V. CONCLUSION

Sleman Smart Regency was form of comprehensive and intbgrebucratic reform both in

institutions, governance and human resources. Sleman SmaricRResjeo provided a foundation for

good governance so that development and public services activeffand efficient. The impact of

Sleman Smart Regency increased the competitivenessmaisiBegency and the level of welfare of its
people.
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Abstract

The role of balanced scorecard in strategic planning éset@te a link between the organization's strategy
and executive actions in a chain of cause-and-effect relaijp@dh this way, the results of strategic
planning are not suspended and are linked in a clear and trarisparg to the action. Balanced
Scorecard forms strategic issues and determines the measugoals realization and actions, and thus,
operationalizes the organizational strategy. The purpose ofpHpsr is to promote organizational
performance along with strategic planning within the framewoitoaibining the David model and BSC
model. The statistical population of this research is thpl@yees and customers of one of the largest
airline companies in Iran. The simple random sampling was fsedampling from customers and
random method of classification according to Cochran formula wdiged for sampling among
employees. Its validity was confirmed by content validity asdeliability was calculated by computing
Cronbach's alpha. The results of this study showed that the ctinhiof these two models significantly
improves the organizational performance, customer sat@facind David's model weaknesses in the
targeted populatian

Keywords: Strategic Planning, assessment, David’s Model, Balance@&uad, Airline Company

Introduction

Excellence organizations implement their missions and prodpectgh formulating a strategy focused

on the benefit of the organization's stakeholders in theitecblandustry or sector. Strategies, plans,
long-term goals and processes are developed in such ahagajeads to realize strategies. Strategic
planning models are used to implement strategies. David's ptamadel is one of the planning models

used by large companies. This planning model has weaknessgdeémantation, evaluation and control,

which results in reduced performance. So, in order to congplieand improve the strategic planning

model of David and resolve its weakness in implementatesessment and control, as well as aligning
the vision-mission and the organization's strategies, wereequmodel to evaluate the organization's
performance. One of the organizational performance evaluatiomsystethe balanced scorecard. The
balanced scorecard model is a tool for strategic managef&eing various phenomena such as the
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organization's movements, the market position, being empowagathst competitors, identifying
improvement methods, and combining them and how to treat eachnotie iform of strategic
management concepts can be understood and followed. Therefoneaitheriority of the management
actions is the preparation and evaluation of strategy aridegwvey it. The actions priority is as follows: 1.
the need for perspectives and how to guide the business. 2. @théonpay attention to harmony and
coordination (Strickland Mutanson, 1982).

Research thematic literature

The strategic management is a term used to descrilgetson-making process. Strategic management
is the flow of decisions and activities that lead to onmore effective strategies for achieving goals (Al
Ahmadi, 2003).

Strategic planning: Strategic planning in different organizatisrearried out in different ways strategic
planning is one of its styles. The strategic planning processdean outlook and analysis of the
company and its environment; explains the current conditions of thpatty and identifies the effective
key factors for its success (Fry& stoner, 1995).

The benefits of Strategic Management: Strategic mamegeallows the organization to act in a creative
and innovative manner and not passively shaping its future. Thiagaaent mode will make the
organization to act initiatively and shape its activitiesa proactive way (rather than only respond to
actions) and thereby, shape its fate and control the futurell Business owners, executives, directors,
and for profit and nonprofit organizations' managers have beemeaof the benefits of strategic
management and have embraced such a reality. Histgritedlmain benefit of strategic management has
been to help the organization choose the most appropriate, nior@kavay of strategic planning, and
thus develop better strategies. There is no doubt that ghase of the main interests of strategic
management, but the result of current research shows thatrtiiess (and not decisions or documents)
can play a more important role in strategic managementn@omsation is the key to strategic success.
Managers and employees are committed to support the orgamibgtengaging in this process (David,
1997).

Strategic planning is a process that most successful anekmeslin companies use to steer their
programs and activities with a long-term vision for achie\gogls and realizing their mission; this type
of planning, that is often used by large organizations, if prpmkrsigned, will lead to the selection of
strategies that, if implemented correctly and on timegsrthe organization's excellence and success to
its intended goals and objectives. Strategic planning identiiesorganization's external and internal
environments, opportunities and threats and the strengths and s&ekioé the organization, and, with
regard to the mission of the organization, sets the lamg-twals for the organization and, to achieve
these goals, among the strategic choices, it chooses sgtdgit rely on strengths, eliminates
weaknesses and avoids threats, and in case of successarnpdtion, the organization succeeds in the
field of competition. To put it simply, a strategic plam ¢émprove performance because members of the
organization may be confused with constant tasks and dailjecbabs, and lose the goals of the
organization. Strategic planning is a powerful tool designeciip ¢rganizations to adapt themselves to
changing environment. In particular, the strategic planning psogmewvides an attitude and analysis of
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the company and its environment; explains the current situatidmeofdmpany and identifies the key
factors affecting its success (Fry & stoner, 1995). Sjmatplanning can improve performance. A
successful plan that ends up with implementation, createsnanon value-based vision and is a
collaborative process where employees and managers éetistwnership to it; it accepts responsibility
towards society, it is sensitive to and focused on the redtenvironment of the organization, and is
designed based on high-quality data, and is the key to gffaotinagement (Parnell, 1996).

David's Strategic Planning Model

Mission Formulation - Definition of Organizational Valueprespect formation- Exploration of External
Factors and Extracting Opportunities and Environmental Threatgestigating Internal Factors and
determining Internal Strengths and Weaknesses - Determining-Teyng Objectives - Formulating
Assessment and selection of strategies - Determining bgoalks and policies - Allocation of resources -
Calculating and evaluating performance; this is David'segfi@tplanning model. Based on this model,
strategic management consists of three main parts osttheegy development, implementation and
evaluation, which are closely related (David, 1999).

In David's model, a framework named the comprehensive frarkedf@trategy development is used to
formulate a strategy. This framework will help strategitt identify and evaluate strategies (Aarabi,
Aghazadeh et al., 2006)

Start step

Determine the mission and prepare the missionmstateof the organization

Input stage

External factors evaluation matrix internal factors evaluation matrix

Comparison step

Internal and external matrix SWOT matrix

Decision making stage

the quantitative strategic planning matrix

Comprehensive Framework for Strategy Formulation (Source: Arahi 006)
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The Comprehensive Strategic Management framework of David's M&deirce: David, 1997)

Strategy formulation: A three-stage decision-making framewwakincludes identifying, evaluating and
selecting strategies that help strategists. 1. Inpgestexternal factor evaluation matrix and CPM matrix
and IFE evaluation matrix. The second stage of the comparisooh wiuludes the SWOT, SPACE,
BCG, EFE matrices and the main strategy matrix), aeddecision stage including the QSPM matrix
(Ibid, 1997). All strategic planning and management modelsaaried out in four phases:
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Analysis and diagnosis

Selection

Implementation

'

Feedback and evaluation

Strategic Planning Model (Source: Feghhi Farahmaads)

Strategic Planning Features

These features include introversion, extraversi@msk integration, key people participation, using
analytic-creativity technigues in planning and fecun control (Parnell, 1996).

A strategic planning can improve performance asdaessful plan is a plan that ends in actiontesea
common vision based on values, a collaborative gg®cthat employees and managers feel shared
ownership about it, accepts responsibility towardsimunity, is sensitive to the external environmant
the organization and focuses on it; it is projeaadhe basis of high-quality data and an imporkaytto
effective management (lbid, 1996).

Strategic planning constraints

Costs, time, expert human resources, lack of adoas$ormation, lack of flexibility and stability

- Benefits of implementing strategic planning in arorganization

- Before any potential problems arise, reports abf@ioccurrence.

- Help managers become interested in the orgaaizati

- Specify changes and provide conditions for respdo changes.

- Determines any need that is necessary to redgfenerganization.

- Creates a suitable platform for achieving predheirged goals.

- Helps managers gain a clearer understandingeabiigianization.

- Facilitates recognition of future environmentpportunities.

- Provides a targeted vision of management issues.

- Provides a platform for monitoring the implemeiaa of program and control activities.

- Helps managers make key decisions in line wigirthoals.

- Effectively allocates time and resources to desigd opportunities.

- creates coordination in the implementation ofttics that will bring the program to the end.

- Minimizes the time and resources that need te@dyescted for incorrect decisions without long-term
vision.

- Creates a model for internal communication betws@ployees.

- Arranges priorities in time schedule.
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- Provides a basis for determining the responsibility of individaatsthereby increases their motivation.

- Encourages prospective thinking.

- creates motivation in organization's members to haveolerent, integrated approach with the
enthusiasm to address issues and opportunities (www.emodiran.com, 2012).

Performance assessment process

In the process of performance assessment, any selected chodeh is required to pass the steps and
observance of the order and sequence of the following adivitie

1-Formulate indicators, dimensions and related axes and degettmeir unit of measurement

2. Determination of the weight of the indicators, depending anithportance and the relevant rating

3. Standardization and determination of the desired stheech indicator

4. Measurement by comparing the actual performance at the ¢mel @faluation period with predefined
desirable standards.

5. Extraction and analysis of results (Rokninejad, 2008).

The scorecard method as a performance assessment system

Most organizations cannot implement their strategies, amdthan 10% of the strategies that have been
formulated efficiently, have been successfully implementeg@ractice. Why do organizations fail to
implement their strategies?

1. You cannot manage what you cannot describe, there is no commao wegcribe and develop
business strategies.

2. They do not manage their strategies; they do not understanofdb# strategy's workforce. 60%
of organizations do not connect their budgets to strategy. 85%iof sxecutives spend less than
an hour in a month discussing strategy. Only 25% of the neasifigd their interests linked to the
strategy (Bakhtiari, 2008).

The BSC is recognized as a performance appraisal tool andctcar tool for strategy and also a
structure for determining the alignment of the organizatibe,organization's capital and information.
Today, the BSC is referred as a comprehensive framei@pdeganizational change. The components of
the scorecard include strategic maps, indicators, measotgmead the cause-and-effect relationship, and
the strategic goals of the organization; these elementstesduced for the purpose of differentiating the
goals among the four perspectives outlined below and desctifengypes of performance indicators
(ibid., P., 2008).

Definition of Scorecard:

Kaplan and Norton have presented a new managerial perspélcéivecan turn the strategy into
operational terms and thus causes growing. This is the preludectonprehensive and enforceable
theory.

In fact, this description hardly explains the concept. KaptahNorton say:

- The scorecard converts the mission and strategy of theizatjan into a comprehensive benchmark for
comprehensive performance assessment and provides a framiwoskrategic management and
evaluation (Hevers, 1998).

- The Balanced Scorecard is a conceptual framework that thensrganization's major goals to
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measurable and distributable indicators among the vital afetasancial, customer, internal processes
and growth and learning (Alvani and Seyed Naghavi, 2003).

- A Balanced Scorecard is a tool that translates this goal strategy outlined in the strategy map into a
full set of objectives and operational programs, and thus, gesva framework for the strategy
monitoring and evaluation system of (Aria, 2002).

Balanced Scorecard as a Strategic Management System

For many organizations, the scorecard has been changed frorsessnasnt tool to what Caplan and
Norton called as "strategic management system". Althougméie objective of the Balanced Scorecard
system is to create equilibrium between the historiganitial figures and the drivers of future value
creation, gradually, as more organizations experienced thiggpiicbhecame a vital tool in aligning their
short-term actions with the organization's strategy. In th@i@ation, the Balanced Scorecard method
addresses many of the obstacles and problems, as mentiooed ibeblved in implementing effective
strategy.

1. Eliminating barrier related to the landscape through giratanslation.

2. The elimination of human barrier through the passage aiai@h criteria.

3. Eliminating resource allocation barriers through strateggurces allocation (Bakhtiari et al., 2010).

In this view, a scorecard is known as a tool for strategy ldewent. According to the mentioned
viewpoint:
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.Statement of
strategy perspectiv

-Bringing the
perspective
-Gain general

.Feedback and learning

2. Communications and
connectivity

-Broadcast the agreed view

-Communication and trainin - R i i
Defining goals g Comprehensive PI’O\lIIIlde strategic feedbéck
! . evaluation of -Facilitate strategy overview
-Relating rewards  with
performance

performance evaluation criteria

. Planning and
targeting

-Determining the
goals

-ldentifying strategic
steps forward
-allocation of
resources

-Identify key items

Strategic Processes in the Comprehensive Perfoesssessment System (Bakhtiari et al., 2010)

In the process of developing a strategy, varioagest such as the definition of mission, long-teoalg
operational objectives, and other requirements nastfully observed. The aid that the Balanced
Scorecard provide to the strategy development peocethat it leads it and helps strategy desi¢gmer
better decide on what goals and in what areas amddhould be defined. In this view, the Balanced
Scorecard is considered as a means to determingsiba, mission, and objectives of the organizaiio
the fourfold areas; areas that have been clearedgh the Scorecard. The researcher believestibat t
great advantage of this strategy formulation metisathat when controlling strategy, a scorecard lman
used for evaluation, and since the strategy itselbased on the attitude of the scorecard, nayrall
evaluation is also much easier (Ebrahimi Sarv QRa04).

Integration of David's Model and Balanced Scorecard

David's model main difference with the Balanced r8card is in the run-up stage. At this stage, all
organizational units, processes, and, in genehnal, whole of our organization are aligned with the
developed strategies and the integrity of the dmgaion arises that other models lack this abilitythe
feedback and evaluation phase, in BSC model, tbegteups of indicators are defined for the evabrati
and control of the performance of the strategidscwinclude the lag and lead indices. The numerica
value of these indices is totally dependent on thtéerefore, their targeting is based on the ingyar¢ of
the index and the effect of other indexes, and theschange of an index causes the change of other
indicators that these changes are under the carfttbé managers of the organization (Bakhtiar®0
Methodology:
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At first, extensive studies were conducted around the stratejiagement and concept of David's model,
strategic planning and BSC, that introduction to concepts andaghiication in organizations, and then
the focus of studies was on reviewing these concepts and dognfam. The BSC was evaluated as a
performance assessment system. David's model was alsodstadie with the integration of the BSC
with this model, the implementation and evaluation phase of rtitdel were strengthened. These
evaluations and implementation of the hybrid model of BSC aaidDvas conducted as a case study in
an Iranian airline company. According to what was saidezathis research is based on the purpose of
scientific research of the applied type and is a desgisurvey research in terms of collecting data. In
terms of collecting data, the nature of the researclessriptive and on the other hand, since it is based
on providing questionnaires for the experts, the research hasey sigpect. The statistical population
and sample is the staff of a large Iranian airline. His research, the raw data obtained from the
questionnaires have been entered into the SPSS Version 18eandllect data was analyzed. Firstly,
using descriptive statistics, the demographic charactergdtisample members in the research including
age, gender, educational level, and work experience wergills and summarized and then, the
inferential statistics were used. T-student and ANOVA Haeen used in order to study the effects of
gender variable and the effects of graduation, work experi@ndeespondents' age, respectively. Data
gathering was done using a questionnaire as field and libratigod. In this research, content validity
was verified based on the opinions of the supervisors, adyiaed experts. Customer sampling was
based on the simple random sampling and employee sampling wagsataomly. Reliability of this
research is calculated by Cronbach's alpha coefficienthvigigsually evaluated higher than 0. 7
Customers' Reliability

In the customers' section, according to the results, usinGrtbr@ach's alpha coefficient, a reliability of
0.76 is obtained, and since it is higher than 0. 7, theasith acceptable reliability.

Reliability statistics
N of
Cronbach's Alph
ltems
. 746 20

Customer reliability
Employee reliability:
According to the results, using the Cronbach's alpha coefficfenteliability of 0.899 is obtained, and
since it is higher than 0. 7, therefore, it has an acbkptaliability.

Reliability statistics
Cronbach's N of
Alpha Items

. 899 22
Employee reliability

Data analysis structure:
The structure of data analysis was presented according wuéstionnaire, which has a questionnaire
consisting of 26 questionnaires and employee questionnaire includmge&tons.
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The staff questionnaire, according to the Cochran formula, waes poovided to 352 people that for more
confidence, it was amounted to 388 people; so, about 390 questionmaieesent to the staff, that 380
were returned. According to the conditions set out in the questrentize employee's work and service
experience should be more than 5 years, because BSC hasnipéemented in this organization from
2008 to 2013. Most likely, employees who have been over 5 péagsperience are included in the
sample.

The customers' questionnaire was provided manually and elealipnio 400 customers (384
questionnaires should be answered using Morgan's table and Cedjuastionnaire) and 352 were
returned.

The analysis has been conducted using descriptive statisticexghoratory factor analysis. The
statistical population of this research is one of the Iramidine companies. After collecting 2 groups of
questionnaires, 380 employees were surveyed who had been undes Sfywork experience, which in
total, 367 questionnaires were acceptable and the dataiamvafygsconducted using these questionnaires.
Among the customers' questionnaires also 352 questionnaires wadygednand the analyses were
conducted in two descriptive and inferential analysis. In ges@ analysis, the frequency and the
percentage of demographic variables have been investigiadeith the inferential analysis, Single sample
t test, paired comparison t-test and analysis of vagiamcd Friedman test were used. The analysis of the
status quo and the research questions showed that all quéstcbaserage higher than the test value and
it could be said that the items examined in this sample \@bove the average and were in a good
condition. In the following, the results of this researeéh@esented along with the analysis of the data on
the data and the research questions and according to researcbnguéisé results of this research are
presented.

1. In order to investigate the enhancement of organizational peafare, firstly by integrating the
guestions of the questionnaire, we defined an indicator as thdiogues “"whether the
combination of David's model with BSC is effective in impngy the performance of the
organization”, and then, the average equality test wasinghe SPSS software for the above test.

In the staff questionnaire, in order to increase the orgamizsiperformance, we first defined the index
as the above question by integrating the questionnaire questimars, we used the average equality test
in SPSS software for the above test. We performed the absivat 95% confidence level and the results
were as follows: significant coefficient = 0.000 and degrfeseedom of = 339 and t = 62. 328 and
average = 3

The value of Sig is less than 5%, which means thas lfejected and the claim is accepted and with the
95% degree of confidence we can assert that: the importatioe @bove question is greater than the test
value (3), and we conclude that from the employees point of, tlee combination of David’s model
with BSC improves the performance of the organization.

2. In the staff questionnaire, in order to improve the effeciess of strategy implementation in the
organization, firstly by integrating the questions of the qoesaire, we defined an indicator as
guestioning "whether the combination of the David model withCB&8ould improve the
organization's effectiveness”, and then, the average Bqtedt was use in SPSS software. We
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conducted the test at 95% confidence level, and the folloveisgits are obtained: a significant
coefficient of 0.000 and a degree of freedom = 339 and t 8448.and an average of = 3. As it is
clear, Sig value is less than 5% and this means th& kjected and the claim is accepted and
with 95% of confidence it can be claimed that: the impaeaof the above question is higher than
test value (3) and we can conclude that from the employees' gfougw, the combination of
David’'s model with BSC improves the effectiveness of impgeting a strategy in an
organization.

3. In the staff questionnaires, in order to investigate the ealitew in improving the assessment of
the organization, firstly by integrating the questionnaire'stouress we defined an index as the
question of "whether the combination of David's model withBB€ is effective in improving the
organization's assessment”, and then, the average eqeatitwds use in SPSS software. We
conducted the test at 95% confidence level, and the follovéisgits are obtained: a significant
coefficient of 0.000 and a degree of freedom = 339 and t =120.8d Braaverage of = 3.the Sig
value is less than 5% and this means thatHejected and the claim is accepted and with 95% of
confidence it can be claimed that: the importance of bogeaquestion is higher than test value (3)
and we can conclude that from the employees' point of viewcambination of David’s model
with BSC improves the assessment in the organization.

4. In the staff questionnaires, in order to investigate th@orement of control of the organization,
firstly by integrating the questionnaire questions, we defarethdex as the question of "whether
the combination of David's model with the BSC is effectimeimproving the organization's
assessment”, and then, the average equality test was 8®SS software. We conducted the test
at 95% confidence level, and the following results are obtaia significant coefficient of 0.000
and a degree of freedom = 339 and t =142.64, and an averadetbé Sig value is less than 5%
and this means thatghk rejected and the claim is accepted and with 95% ofdsnde it can be
claimed that: the importance of the above question is higher tds value (3) and we can
conclude that from the employees' point of view, the combinatfobavid’s model with BSC
improves the control of the organization.

In the staff questionnaires, in order to investigate thectifeness of combining the two models Included
in Strategic Planning, firstly by integrating the questionnagjwestions, we defined an index as the
guestion and then, the average equality test was useS8 S&ftware. We conducted the test at 95%
confidence level, and the following results are obtained: rafsignt coefficient of 0.000 and a degree of
freedom = 339 and t= 253.73, and an average of = 3. the $ig igdess than 5% and this means that H
is rejected and the claim is accepted and with 95% of cordéd# can be claimed that: the importance of
the above question is higher than test value (3) and we caludertbat from the employees' point of
view, the combination of David’s model with BSC is effee in strategic planning of the organization.
Also, in order to be more reliable, the analysis of austovariance for the second cognitive group was
examined. In order to equalize the mean in different age&\VA was used. The obtained results are as
follows: Wherever the Sig value is greater than 5%, itmediat the different age categories in customers
have almost identical opinions and the Sig value less than 5%aieslithat at least two age groups have
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different opinions and, if fis given, then the proposed statement is accepted. Alsdhdé gender
variable, the variance equation test was used and tie@ayverage equality of the two communities was
made for both equality and non-equality of Variance. FirsisSiglated to the variance; wherever the Sig
value is greater than 5%, it means that the different gemaeustomers have almost the same views, and
Ho is accepted, and wherever Sig is less than 5% indittzeshe assumptionHs rejected and theH
assumption is accepted, This means that different gendergtifarent opinions in their customers.

The second Sig is for the purpose of average equality inafiffgeenders, and the result indicates that the
average in the two populations is not equal.

Also, in order to equalize the mean at different leeélsducation, ANOVA was used. Results: Wherever
Sig is more than 5%, it means that the different gradee=dotation in the customers have almost the
same views and the Sig value of less than 5% indicateattlestst two grades of education have different
opinions; H will be rejected and the proposed statement will be aedept

Also, in order to be more reliable, the analysis of vasaat employees for the second census was
examined. In order to have a mean equation for differers, age variance analysis was used. Results:
Wherever the Sig value exceeds 5%, it means that tlezedif age groups in staff have almost the same
opinions and the Sig value less than 5% indicates that atwemsage groups have different opinions; the
Ho hypothesis is rejected, and the proposed statement is atcépge, for the gender variable, the
variance equation was firstly used, and then, the averqgelity of the two populations was made for
both equality and non-equality of variance. The first Siglisted to the ANOVA; wherever the Sig value
is greater than 5% means that the different gendel®irrhployees have almost the same views, and H
is accepted, and wherever Sig is less than 5% inditiaé¢she assumptionHs rejected and the jH
assumption is accepted, that is, there are differentsvéamong the different genders of staff.

The second Sig is for the purpose of average equality irrafitfgenders, and the result indicates that the
average of the two populations is not equal.

Also, in order to evaluate the average equality at diftelevels of education, ANOVA tests were used.
Results: Wherever the Sig value exceeds 5%, it meanththdifferent educational grades in employees
have virtually similar views and the Sig value lessth8o indicates that at least two grades of education
have different opinions; ¢will be rejected and the proposed statement will be aedept

In order to evaluate the average equality at differentdenfework experience, ANOVA tests were used.
Results: Wherever the Sig value exceeds 5%, it meanshihalifferent work experience in employees
have virtually similar views and the Sig value lesstb& indicates that at least two different level of
work experience have different opinions; \Mll be rejected and the proposed statement will be aatepte
Also, for the gender variable, the Equation Test of twaaviaes was used at first, and then, the average
equality of the two populations was made for both equality anceqaality of variance. The first Sig is
related to the variance test; wherever the Sig vialgeeater than 5% means that the different genders in
the employees have almost identical opinions apdsHaccepted, and wherever Sig is less than 5%
indicates that the Hhypothesis is accepted ang id rejected, which means that there are differentwvie
among the different genders of the employees.

The second Sig is for the purpose of average equality inafiffgeenders, and the result indicates that the
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average of the two populations is not equal.

Friedman test has been used to rank customer and employessponses. This is for the purpose of
determining "what is the best indicator and satisfaction fom the customers' and employees' point

of view.

In order to rank the level of people satisfaction from thmany's services, the following results were
obtained: Questions 7, 14, and 23 ranked highest in the custatingy, with an average rating over 18.
The next rank is related to Question 16, with the averageroB0, and the next ranks is related to
Questions 13 and 22. With a rating above the average of 16,atahigst average score is for questions
4 and 11, and the question 17 with an average of about 4.

We used Friedman test to rank the employees' indexesrsharid the 16th questions have the highest
rank with an average of 26. The next ranks are related taapuest 10, 18, and 20 with an average of 24
and the lowest rank is for question 16 with an average of 6.94

At the end, to reach the overall conclusion, the questigesris it possible to eliminate or mitigate the
weaknesses of the David model using BSC model? According tibthmed results, for more reliability,
the results of the analysis of variance of customerswordemographic variables were examined. In
order to equalize the mean in different ages, ANOVA wad;uskerever Sig value was greater than 5%,
it means that the different age categories in the custdmaees almost the same views and the Sig value
of less than 5% indicates that at least two age groups diigeent opinions; K is rejected, and the
proposed statement is accepted. Also, for gender variablesedehe test for equality of variance in two
populations and then, we compared the mean of the two comrsubitiboth equality and non-equality
modes. The first Sig is related to the variance telserever the Sig value is greater than 5% means that
the different genders in the customers have almost the \same and K is accepted, and wherever Sig
is less than 5% indicates that thgisirejected and Hs accepted; which means that the different genders
in the customers have different opinions.

The second Sig is for the purpose of average equality inafiffgeenders, and the result indicates that the
average of the two populations is not equal.

Also, in order to evaluate the average equality at diffeeentational grades, ANOVA tests were used.
Results: Wherever the Sig value exceeds 5%, it meanththdifferent educational grades in customers
have virtually similar views and the Sig value less t#nindicates that at least two different educational
grades have different opinionsj Will be rejected and the proposed statement will be aedep

Also, in order to be more reliable, the analysis ofarare of employees for two demographic variables
was examined. In order to reach the mean equation ffarefit ages, the ANOVA tests were used.
Results: Wherever the Sig value exceeds 5%, it meansliffeaent ages in staff have almost the same
opinions and the Sig value of less than 5% indicates thatsittée@a age groups have different opinions
and, if H is given, then the proposed statement is accepted. falsthe gender variable, the equation
test for two variances was used at first, and then,\tBege equality of the two populations was made
for both equality and non-equality of variance. The first Sigelated to the variance test; wherever the
Sig value is greater than 5% means that the different gemdehe employees have almost identical
opinions, and blis accepted, and wherever Sig is less than 5% indittetethe H is rejected and theH
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is accepted, which means that there are different vievemg the different genders of the employees.
The second Sig is for the purpose of average equality inefitffglenders, and the result indicates that the
average of the two populations is not equal.

Also, in order to evaluate the average equality at diffeedotcational grades, ANOVA tests were used.
Results: Wherever the Sig value exceeds 5%, it meanghthdifferent educational grades in customers
have virtually similar views and the Sig value less th#nindicates that at least two different educational
grades have different opinions; Will be rejected and the proposed statement will be aedep

In order to evaluate the average equality at different weaperience levels, ANOVA tests were used.
Results: Wherever the Sig value exceeds 5%, it means hbadifferent work experience levels in
employees have virtually similar views and the Sig védss than 5% indicates that at least two different
educational grades have different opiniong; Wl be rejected and the proposed statement will be
accepted.

Finally, the Friedman test was used to rank customer mptbgee responses. This is to determine what
is the best indicator and satisfaction from the employeeswsidmers' point of view.

As can be seen, given that the Sig value in this 9s than 5%, therefore theg lis, based on the
ineffectiveness of the BSC model in the organization, ecteg and we conclude that the implementation
of this model in the organization is effective. In ordeetaluate the improvement percentage and the
reduction of weaknesses of the David model by implementinB®e in the organization, we compared
the ratio of variables before and after the implementatidiS& in the organization. Implementation of
BSC showed that in the financial perspective, from 9808%e people point of view, about 60% = 1. 2
times, from 93.3% of the people point of view about 65% = 1. Stimprovement has been achieved; in
the internal processes perspective, about 65% = 1. 3% has beevedcinom the viewpoint 100% of
people, and in terms of growth and learning, 94.9% of peoplelgabout 65% = 1. 3 times is improved.
The improvement value is 1 to 1.5 times. In financial petsps it is equal to 2.1 times. In the customer
perspective, 1.3 times, in the internal perspective,ih&stimprovement and in learning and growth 1. 3
times improvement is achieved. It can be said that initladial perspective, about 60% improvements
and in the other perspectives, 65% improvement have beavadhi
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ABSTRACT

Today, due to high occupational stress work process is too hasilotation will make stressful and
undesirable situations in different aspect of individual, so@alj economic for employees. It will
diminish the quality of work. Also, hazard the continuity of commity life. This study examined the
connection between Occupational stress, productivity. Aaskifinistered questionnaire was employed
and distributed among upper and lower police officers in Iransaftples were randomly selected in the
study. The results showed that there was as a negative connbetiveen occupational stress and
productivity among the police officers in Iran. It is suggdsthat good organizational support may
alleviate the work stress and result in less negatfeetain performance.

Key words Occupational stress, Productivity, police officers

1. INTRODUCTION

Occupational (job, work or workplace) stress has become one afdbkeimportant health issues in the
working world (Lu et al., 2003, 479), as it occurs in any occupdtiand is even more present than
decades ago. Namely, the world of work differs noticealoynfthe working environment of 30 years ago:
longer hours at work are not strange, numerous changes in societprdigiration are often cited, as
well as the loss of life time vocation paths (Clarke and Go@&@00 in Fotinatos-Ventouratos and
Cooper 2005), which all leads to superior occurrence and leivetieess. Occupational stress is one of the
top ten work-related healthiness troubles. Stress disordersrgastizations over $150 billion in lower
productivity, absence and disability (Blix et al., 1993). Stezss lead to physical, psychological, and
behavioral difficulties. Progressively more, health educatiofepstonals confront statistics indicating
that occupational stress can confirm life-threatening. jodaa quickly evolving and varied humanity,
workplace changes happen practically during the night. Many emplayies anxiety and ignore its
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long term effects; those who are aware of their anxietyelde may not cope successfully
(Walcott-McQuigg, 1994). At the same time, workplace violehas enlarged with a cost of over $4
billion in a year in lost work and lawful expenditure (Anfuso, 1994&ttman, 1998). The expenditure in
lost wages alone came up to $55 million in 1994 (Keim, 1999). €capd Marshall (1978) found that
work stress had an impact on individuals and organizations. Aeysur 28,000 workers in 215
organizations in the United States revealed that stres®rkt was linked to poor work performance,
sensitive and continual health problems and worker burnout (lvanaetvath 1990)

In the argument of a previous study that was related, itsg@as that stress is not the demand or the
foundation of anxiety itself; but it is the awareness of phassure (Cox, 1978; Lazarus, 1966; McGrath,
1970). Lazarus and Folkman (1984) indicated that work stress aafibed as a connection between the
person and the environments. Gellis et al. (2004) showed the sepaicination nature of the work and
dealing with crisis situations was a major foundation ofsstnegularity and passion. According to
Williams and Cooper (1998), the dissimilar awareness of individgath as coping and supporting) and
the awareness of stress outcomes (such as wellbeing angbaflonal satisfaction) should also be
considered. Hart and Wearing (1995) made the point that saeast be uttered as a single variable and
that elements such as personality distinctiveness, copinggs®s and positive and negative work
experiences must also be measured. Cooper and Marshall (197%)chkesified the sources of
occupational stress as: intrinsic to the Occupational,inothe association, connections at work, career
improvement, organizational formation and atmosphere, and homéewmatér.

Clarke and Cooper (2000) focus on the stress of retail workbkesr Study indicated that occupational
stress must be negatively perceived and subjected tfficrent coping to result in negative stress
outcome, while the experience of stress is also moderatadhbsnber of individual divergence variables.
Kessler et al. (1999) estimated that, in terms of hopelsssm@onthly productivity losses of
approximately $200 to $400 were experienced by each worker.@tsenberg et al. (1993) attributed
lost productivity to dejection cost American corporations $blibn in 1990 alone. Further, the impact
of mental ill health on absenteeism has already beeniskdbin a number of studies (Pflanz and Heidel,
2003). Establishing a link among stressors, well-being, and productiravides further compelling
impetus to employers to make sure suitable working conditions anégamad and adds to management
understanding of the role of stress in organizations.

There are extensive evidences that professionals are imglgasncovered to a working environment
that places their health at risks through workplace stressddficulties in maintaining an efficient
work-life balance (Davidson and Cooper, 1983; Greenhaus andllB&9&5; Burke, 1994; Dwyer,
1999). Clarke and Cooper (2000) focus on the stress of retail workbeir study portended that
occupational stress must be unconstructively perceived ajetgbto insufficient coping to result in un
helpful stress outcome, while the experience of stresssis moderated by a number of individual
diversity variables. The primary objective of every oigation is to generate surplus turnover. Turnover
is a measure of extra of amount incurred over earnings ovendige. To achieve this objective
efficiently the management must create an environment irchwpeople can work productively.
Productivity is an output-input ratio within a time period hwilue contemplation for quality. The
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furthermost opportunity for rising productivity is certainly to feeind in knowledge work itself and
particularly in managementin common, productivity development programs are frequentigaiat the
worker level. Incentive and stress management playsreitalin productivity. Even though a great deal
of research has focused on the stress and its contributitysfat seems that there is no study to
examine the correlation between stress and performance fdreeithis research aims to investigate the
correlation between stress and performance among policersfiiceran. Further, given that police
officers have a high income and support provided by their orgamzéie rate of their stress is unclear.

4. Research Method
Participants in the study included upper and lower level @daiticers in Iran. A total of 190 officers
were selected randomly. Like previous studies (Hameed @0414), the selection of the participants was
according to the simple random sampling method. The Occupatioaat $tventory The revised edition
of the Occupational Stress Inventory (OSI-R) was develdye@sipow (1998) and was used for this
study. This questionnaire is based on 5 Linkert and the valdidyreliability of that have been reported
at 89% and 83 % (Osipow, 1998) Also, productivity employee questionwaseused to measure the
productivity. It is a 7 Linkirt scale which measure abilitynderstanding, organizational support,
feedback, motivation, credit.

Questionnaires were sent out to the police officers in Pamticipants were required to answer the
guestionnaires in three weeks. In all, a total of 190 questimmwere used in the statistical analysis.

3. RESULTS

Using SPSS, the below data show the result of productindyoacupational stress among police officers
in Iran. Pearson correlation was used to analyze thelatioreof these two variables.

Table I. Subscales of productivity

Mean S.D N
Ability 6.20 002 190
Understanding 5.01 2.90 190
ganizatiol support 5.38 2.64 190
Feedback 5.42 2.90 190
Motivation 5.01 1.89 190
Credit 4.95 1.55 190
Compatibilities 4.82 1.85 190
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Table Il. subscales of Occupational Stress Inventory

ORQ Mean S.D
Role Overload 51.44 10.51
Role Insufficiency 42.27 7.12
Role Ambiguity 46.15 8.79
Role Boundary 73.52 9.19
Responsibility 49.83 9.66
Physical Environment 40.86 3.53

The tables above demonstrate the results of productivity aogpational stress among 190 police
officers in Iran. As it can be seen clearly, the rdtstess among the officers is not that high compared
with other prior research. As such it has led to a high prodlyct

Table 3 shows the correlation of productivity and occupatiam@ss The result indicates a significant
negative correlation between these two variables.

Table Ill. Correlation between occupational stress and privityct

Ability | Understanding Organizational Motivation | Credit| Compatibilities| Total
support
Stress 0.38 -0.21 0.6 -0.4 0.7 0.3 -0.63
Sig 0.06 0.03 0.04 0.02 0.1p 0.26 0.01

6. Summary and Concluding Remarks

The main aim of this study was to investigate the corosldtetween occupational stress,and productivity
among the police force in Iran. Prior research has shown tkas @it work is linked to the performance
and health problem ( Ivancevich et al., 1990).

Gellis et al., (2004) demonstrated that the nature of the amdkdealing with crises situation was the
major foundation of the stress. The result of this researah far contrast with the prior research. It is
probably because of other contributing factors to the stresdaksand Wearning (1995) noted there are
various factors that contribute to the stress and pressune wfark. Thus, probably the work experience
of the officers and their good connection with their collemes$ work environment let to this low amount
of stress among them.

Also, the sources of the stress such as career improveoawemection at work and role in the work
should be taken into account. It should be considered that the paleze in Iran has been highly
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regarded by the public and in the society. As such, this migatbeen one of the factors that has
alleviated the amount of pressure on the officers. Moreavether reason of low rate of stress could be
attributed to a great service and support provided for theptogees such high income, free holiday
packages, service for the children of the employees, digoanmhany products.

The results also showed that there is a negative relatiohshigeen stress and performance. As these
officers expressed a low rate of stress, it indicatesthieat may not have significant problem at their
work performance. Also, stress management play a rqgbeoiductivity. As mentioned earlier, there is a
good stress management approach in the place for the poicersfin other words, the negative
effect of stress can be mediated by coping &ellal, 2004). In short, employees who
recognize low occupational stress and high coping tetwl have higher work
performance. Managers conventionally have administered hussurces by applying the same
policies and methods to all employees, but the logical rgz@sented here suggest that employees differ,
and that the differences are manifested in perceptioneaifpational stress and coping strategies. The
moderator roles of coping show the effectiveness of copimgtegies in the workplace
(Kitaoka-Higashiguchi et al., 2003).Unquestionably in every org#iniz, a small group of the
working population suffers from stress. If the managemensider stress as an individual problem
and not as a management problem, then they have to meet buhevibss due to absenteeism, turn
over, total cost of work-related accidents a wotkattis not unto the standards. The
organization should manage stress positively to enhance the pviguct

7.Limitations/Implications of the Research

This study has also a number of limitations; firstly the datkected is based on a very small sample size.
Secondly for data collection has been made through questionmhioch may not capture the true
responses of the respondents. Apart from these Implicationseefi@arch may provide insights to the
Superior policeman to enhance the juniors of their subordinates.

8. Recommendations

This study recommends that the police force brings arptraining plan as well as
a set of other plans geared towards managing stnessgst the police officers. This
would include among others putting up a branch of counseling on how torefficiandle stress among
the policemen. Also, providing the staff with good servicesamport can alleviate their stress. As such it
is recommended that the force organizations such as armye poiit so on consider this fact when it
comes to distressing their employees.
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ABSTRACT

The aim of this study is to identify the impact of extémavironmental analysis in the choosing of
appropriate competitive strategies  for the four-star hotile capital Amman.

The most prominent perceptions which the study reached tausihy statistical methods is : their
perceptions for both ; the external environment dimensions (ecoremmiconment, technological
environment, competitors, customers) within its creative dgiom were in a  high level
While the perceptions toward the strategy of taking thewesie in a low level .Beside to what mentioned
before ;the results showed there is an impact for thermattenvironmental analysis in choosing a
competitive strategic in those hotels and there are noargistatistical differences for the environmental
analysis due to the gender , education and position .

According to the study results , some recommendations areeck#o like : Training the managers
on the important of adapting of the external environment analytists various dimensions in order to
be able to choose an appropriate strategies to suit the haielzaion .

Keywords: the external environment analysis, competitive strategiéfatels.
Introduction:-

Jordan hotels sector played a prominent impact in the procdss dévelopment of tourism; because it
is one of the components of the activity of Jordanian tounsgiich is of very importance, where the
development and prosperity in this sector to increase the msnolbdourists, and thus increase the
revenues of the hotels which can expand and increase ithbsait response to global changes.

And there is no doubt that increasing branches lead to reducing layemept and revive local regions,
also contribute to the revenues from the attractions in inmpydwe overall economic performance with
the number of the beds busy in the chain as a four star ianJ©6Y.442 thousand bed in 2017 to 167.592
million bed in 2016 where the rate of change of 0.1 %, wisiéhpositive indicator, the number of beds
busy in the hotel sector as a whole reached 840.938 thousand bedditates the high turnout at the
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hotel industry..(15)(

Importance of the study :-1-

the importance of the current study highlights through talking dimiats which considered
one of an essential elements in tourism industry, as wéikeasroblem of the research appeared through
limited studies which dealt with the external environmentalyais, which was one of the factor which
encourage researcher to study; bridging the gap in #mtlite on the external environmental
analysis and its impact in the choosing of competitivaesiras

the importance of the study appears in two aspects :-
first: theoretically the study shows the need for supreme manage@maotels to choose its strategy
accurately, as this study will contribute in  providing rstific theory about variables of study , and
its will give a perception about the external hotels enviraime help the decision-maker in
choosing appropriate information to choose the appropriate congetit

Secondpractically : the study focused on  hotels in Jordan whiclt@sidered one of the important
sectors , a form of the prosperity of Jordanian economy, mimd@ortant factor of its development .

the study concerned by the environment as precondition to adhe&rategy goals of the hotels
sector by choosing the appropriate competitive strategy , whisreeictor described by the absence of
sufficient information, about its environment which requiresngivan good perception to contribute
in identifying the appropriate strategic choice .

2-The objectives of the study-:

trying to the current to achieve the following objectives:

1 . building a perception about the external environment in faur siatels.

2 .Test the impact of external environment charactesistnd, competitive strategies are followed
in four star hotels .

3 . providing appropriate recommendations in the light of thetsestibdecision makers in hotel
organizations, which thought that it will contribute to thersgteening the ability to choose strategies
and formulate of appropriate competitive.

3-The problem of the study and its components:-

Hotels organizations face an increasing challenges rasudt of changes and developments in both
internal and external environment which appeared in the abflityanagers to play their role to face
these changes on external level, which directly affect on | lmog@nizations to realize that the
strategic choices adopted stemming from environmental famtibsgle the organization. That lack of
hotels understanding to the characteristics of the organizationionment may affect directly on its
relationship with this environment; therefore management haoteist know and understand the
influential powers in it ; all these reasons make a sensatudy the hotels environment .
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The managers who are not able to understand the actorsenwinenment and trends affecting the work
of the Organization, may resort to choose unsuitable seategiich is for inappropriate inconsistent
with the nature of the environment and their requiremehis,viould affect on the performance of the
Organization in a negatively , and has exposed to lossesidetadsire in achieving its objectives. Thus,
the purpose behind this study is the impact of external environmangédysis in the choosing of
appropriate competitive strategies.

the following questions will respond the purpose of this study :-

1 .What are the perceptions of the directors of the studwrtbvhe dimensions of the external
environment (the of economic environment, technological environmentnpetitors, and customers)
for a four star Hotels?

2 .Is there an impact for external environment analysishoosing appropriate of the competitive
strategies for a four star Hotels ?

3 .Are there differences in external environmental arglys choosing of appropriate competitive
strategies due to demographic variables (gender, levetiwdation, and position ) in the four star
Hotels ?

4-Hypotheses of  Study :-

researcher seeks to study the impact of the externaloemwntal analysis in choosing of appropriate
competitive strategies for in  hotels through the following hypdaghes

first hypothesis: there is no statistically significanicepact at (a 0.05 ) for external
environmental analysis in choosing of appropriate competitivéegtes in the hotel as a four star in
Jordan.

second hypothesis: there is no statistically differentdbeathe significance of (a0.05 ) for
external environmental analysis in the choosing of appropriatepettdive strategies attributable
demographic variables due to manager's personal directofsun star hotels in Jordan.

5-Model of the study:
Model was designed to shows variables study as following -:

Dependent variable Independent variable
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external environmental appropriate competitive
analysis strategies

7y >
1.economoc environment. leading cost#
2.technological environment. focusk
3 .Competitors. 3. differentiation

4.customers

demographic variables
Gender , level of education, positiéf)

6-Limitations of study-
the current study interested in the external @mirent analysis of the hotels where include theeoair
limitations
A. time limits : Researcher started to collect thecessary data for the purposes of this study
(2016/2017).
B. place limits : study concentrated on a four ktatels in the capital Amman
C. Human limits : included managers in the a foar $iotels within four administrative names (the
position of the General Director,

deputy general director, Director, Chief of Set}io

7-Population of study and its sample :-

the population of study represented in four statels working in Jordan, registered with the
Ministry of Tourism and Antiquities and the genestdtistics of (201-201') in  (23) a hotel in Jordan
and have been taking a sam@#8' a hotel in the capital of Amman

And the preview pane represented in those hotefes fnanagers and who work in the top management,
within the four administrative names (the positiohthe General Director, deputy general director,
Director, Chief of Section); because they haveréisponsibility to make strategic decisions

7.1 Methodologyof study :-

The current study can be considered as analytiodl descriptive study because it describes the
realization of the management of the hotels ingraré of external environmental analysis, and also
choosing appropriate competitive strategies fomaifour star hotels . beside what mentions befae
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Analytical because the study works in knowing the impact oéxternal environment analysis in choosing
appropriate competitive strategies . The study depends onticgllébe data by using questionnail
in order to reach the objectives study :

the theoretical approach: the researcher of this study have Hwiefed on all various studies references
and periodicals which addressed to the subject of the impaektefnal environment analysis in
choosing appropriate competitive  strategies to form a pleture of the study .

the method of field survey: the study has been covered population stodyposed from supreme
management in four star hotels in the capital Amman, witbur hames( general director, deputy
general director, Director and Chief of Section).

8-The conceptual framework and the previous studies

the successive developments of recent decades are margpacious, especially in the area of (the goods,
services, products, and information); this is what led taltweelopment of the Administrative thought
in order to cope with these developments and is keep aj fields, as the traditional administration
have become unable to face the challenges such as glabalizatvatization and the emergence of
digital and virtual organizations under the strong competitioth i@creasing , environmental
disturbances.(8)

From time to time these disturbances led to review siradad evaluated it then choose the best which
meets the interest of the Organization. That strategicagement as a pioneering approach characterized
by modern, flexibility and alone is capable of addressing the eioramallenges according to the
distinguishing between the opportunities and threats in thenektenvironment beside the strong and
weak points of organization environment. (4). The  Strategianagement facilitates the
decision-making process and make appropriate decisions in hihefignvironmental variables which
threaten the existence of the Organization and survivalivs (3)

The capability of the Organization to establish a strategiatabase to the organization  gives it
the approaches to take or stay away which needs a spegtigkction within the organization
entrusted with the data collection, compilation and analy&sconclusion; so that the organization
can make strategic change. (jauch, L, R,(1984)

The interaction that resulted from the general external enve#ohand the special external environment
with each other is one of the powerful influences that affee performance of the organization where
you can not isolate the organization from the its environmentyedlsas affected by environmental
damage of public external variables (1), and in generak effected equal for all organizations, because
general laws that apply in the state, affecting all workimgguoizations.
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On the other hand became a focus on measuring customer datistaod consumers it is of great
importance when making surveys of the target markets (5)h&Soonsumer behavior approaches have
been appeared in the marketing department, which meanst tiatappears from the consumer during
the purchase process or get a service or use of goods. (6)

As for the economic factors are one of the most important enveotainfactors , which has a significant
impact on the performance of the organization for its work whichpprares in interest rate, economic
growth, trade balance, and other inflation. (Vincze, j1986).

As well as a very important factors for organizations whsttould be taken considered is the
technological environment where it shows the organization's itapadake advantage in customers
service and increase their well-being , in terms technokbgye of the main pillars for the success of any
organization if it was used positively serving its strataabjectives .also there is a important things
should be taken into consideration the technology evolve amjes, updated from time to time
making organizations monitor these changes to work and corresptimtfaneover technology is one
of the influential factors in choosing the strategy which adadptéature. (Whittington, (2002).

8.1 The appropriate Competitive strategies- :

Its is the strategies proposed by (Michel porter) to lexcperformance over competitors in a given
industry. And include the following strategies :-

1-leading Cost :-

Some organizations characterized by their ability to producellotheesame products at a lower price
than competitors this feature arises from the organizatamlgy to reduce the cost. And it has been
measuring this variable depending on the paragraphs of the questd@ta?4).

2-Focus- :

In this strategy the organization focusing on certaagment of market or geographic area trying
to meet the demands of target customers, and thereforegtn@zation in this case aims to achieve the
excellence in products or price, or both. And it has been niegstlinis variable depending on the
paragraphs of the questionnaire (25-27)

3-differentiation :-

It Is the organization is characterized by its abilityptoduce products or provide valuable services to
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the customers so unique to all competitors, as well as tlamiaegion's ability to provide services with
high skills, and providing human resources which understand the charegidg of customers. And it has
been measuring this variable depending on the paragraphs oet®goaire (28-33).

8.2 Literature review :-

First study :

Ajou Study , (2007) his study aimed to look for the impact of extegnaironmental factors (cultural,
political, technological, economic, social) one to formulateetimployment strategy of workers in the
four-star hotels in of Amman and Agaba cities , where #searcher has designed and distributed a
questionnaire to members the study sample (150) who wereod#enft departments in hotels, who
numbered 224 questionnaire was distributed where (94) questnverie valid for analysis . the results
indicated that there is influence of factors of publiceexl environment on the employment strategy
according to importance on the following order (economic environrtestinological, social, cultural,
political, legal) and There is influence of external emvnental factors on employment strategy as
following (competitors, owners, customers, employees, governpadinies). (12).

Second study

Alsakarneh Study , (2005) the study aimed to develop leafdesststegies to achieve competitive
advantage and improve the performance of the Jordanian comnamicatompanies, has been
developed a model consisted from independent variables (@sedtimovation, uniqueness, take the
risk, initiatives) and two dependent variables are: cotiyetiadvantage which include
(differentiation, cost leadership, innovation, alliances) anfiopeance included (improve operations,
worker's trends development, improve the level of service tomess, growth and productivity), where
the community composed from operating four companies in the tetegoitations field (Zain, Orange,
Umniah, Express) and (140) department managers were takesaamsple . The results of the study are
that a relationship exists between entrepreneur leadershiategis and achieve competitive
advantage and the elements of entrepreneurship , compatitimatage and performance. (11).

Third study

Zoubi and Abu Rumman study (2003) This study aimed to determine thactinof external
environmental factors in determining the strategic choicestiwall hotels (one and two star hotels ) in
the city of Amman, where the study sample consisted of (44¢tdis on supreme management who are
in two types: (21) a managers in one and two star hotelsl{{&@}ors in two star hotels. And the study
indicated that the external environment factors differ inr ttlepact on the strategic choices in small
hotels. Where The study has proved that the most widely giratased in small hotels are (focusing
strategy, the incursion strategy, retention strategiragegy retreat or deflation). (14).

Hotel industry: the hotel industry in this time has become guenand distinct industry having its

characteristics , culture , laws , regulations and poli¢ies current reality shows that this industry has
284
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

grown and interest from many business men , venture cagstdilany companies in the countries of the
world are interested in invest in the hotel sector to g&normous benefits on both investors , local and
global economy, as some international companies seek to mweagéarge hotels chains using latest
construction and modern technology (7)

As well as many hotels proceeded to attract visitors alers to it; because they realized that
travelers do not just care about the beauty of nature, ektamaces from facilities in transportation
and soon , but they take care from quality of food provided to #rafthe nature of the services that
they want and expect to find them at the hotel which wilthesen (9) . This turnout on hotels
industry creates a kind of a challenge in front of hotels, céalpe the four-star ones; in order to
provide all the means and methods that achieve and fuéfitielsire of visitors and travelers.

As for the definitions of the concept of the hotel are multiptel apecially from specialists
themselves determind. Hamid defines it as places pmparetourists and defined by an order from
the Minister of Tourism (2), and defined by Mr.Masere ras@uipped and building to receive and
stay guests, so they find the comfort and shelter, food antteséor certain period of time, for
specific known fee. (10).

9-The field study : deals with the field study procedures of society andséimeple study, the instrument
used to collect the primary data in this study, and the methostsitgdtical processing used in the data
analysis. And then the analysis of the data personal of #mbers of study sample. after that the
analysis and testing the hypotheses upon of study
The Analysis of personal data: it deals with personal datarespondents, frequency table where data
characterization, according to the following :
(1-1) Table

The distribution of the members of stuglsample according to the study variables

Variable group Frequently Percentage
gender male 43 %84.3
Female 8 %15.7
level of education High school 6 %11.8
Diploma 14 %27.5
Bachelor 27 %52.9
Master 2 %3.9
Doctorate 2 %3.9
Position General manager 4 %7.8
Vice of manager 5 %0.8
Manager 13 %45.1
Head of department 19 %37.3
Total 100%
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The table (1-1) shows that the vast majority of managers alespby 84.3%, which shows that men
have the leadership characteristics than females, andHzeresponsibility even more.

And it found that 52.9% of the study samplenhatlével of educational attainment hold bachelor
degree, and this means that hotels take care interest inesxqgeemploying high degrees holders, note
that two of the study sample hold doctoral degrees, and wixahhigh school degree.

As for the position , reaching the proportion of 450f%he directors of departments and four general
managers and researcher find the reason for this difficiltgccess to general managers for their
concern and frequent travel, unlike the directors of departments
9.1 Tool of  study :-

Researcher Rebuilt a questionnaire to collect the necedsamyto test the study's hypotheses as
contained (33) terms : where has allocated terms inteaesto represent the data, the terms from (1-20)
the independent variable, and the terms of the (21-33),etbendent one depending on the five-Likert
scale.

Reliability 9.2
The term of Reliability indicates that the management inolisavailable to measure a concept that helps
in assessing the quality of the scale, where the msmadistributed measurement tool on the study
sample consisted of (51) directors at the four-star hoteMastentered into the computer, and using the
software (SPSS ) / Cronbach's alpha coefficient showsofhie Reliability of the measure of the
study variables were elevated indicate reliability, wkenethe alpha coefficient is higher the
measurement tool will be  best. It appears in the follovabget

)2-1 ( Table Cronbach's alpha

Variable Number of| Cronbach's alpha
Questions

External 1-20 0.80

environment

Competitive 21-31 0.88

strategies

Table (1-2) illustrated that the consistency of the studiabkes coefficients ranged between 0.80% -
0.92%, and these transactions are characterized as beirgesaitd meet the objectives of the current
study.

9.3 Normal distribution of data test:-

) 3-1 ( Table
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Test results (K-S) normal distribution of data study

Variable Number Standard Mean K-S significant
deviation
External 0.82
51 6.98 37.80 0.63
environment
Competitive 0.99
51 5.88 23.82 0.46
strategies

From the above table it is clear that the value of thgkeS) did not reach the level of statistical
significance at (a0.05) or less for all the variables, this indicates tiwe normal distribution of data
is suitable for multiple regression analysis.

Statistical processing : the use of the Statistical Rpckeas used for Social Sciences program
(Statistical Package for Social Sciences -SPSS) to perarious statistical tests, and the statistical

methods that were used for testing hypotheses are as follows :

Descriptive statistics for the study variables , thesnees of central tendency and measures of
dispersion have been used , to describe the answers retatjngstions of the study, and judge on
the hypotheses , to get a results that meets the obgdaivéhe study and give solutions and
alternatives to the problem of the study, analysis the multgdeession (Multiple Regression
Analysis) in order to determine the most important variabledbe independent study that have the
greatest impact on the appropriate strategies in the fauhetels and the size of this effect . also
(Pearson correlation) to identify the direction of relationsvben dependent and independent
variables. and the coefficient of determination (R?) taiifie the proportion of interpretation of
independent variables to the dependent variable .then tesstatistical significance of the level of
reliability (Cronbach's alpha) to measure the level of cteiscy of the variables of the study-
determine the degree of stability of the tool ( And using thariance analysis (ANOVA )to

determine whether there is a statistically significafieginces).

10-Data Analysis:
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The first question, which is "What are perceptiohghe sample of study (directors ) about
dimensions of the external environment of the four-star hotels"?
The averages and standard deviations were found for paragrapbs é&hd of the following criteria was
adopted to determine the degrees of ranks (low, medium, high)low degree was less than 2.33,
medium was from 2.34 - 3.66, the high was more than 3.67ghileeshows the results .

(2-1) Table
. average and standard deviations of the director's respoes for economic environment

Question Average Standard degree Rank
deviation

1. the process of Choosing an approprijate High 1

strategy affects by prevailing economic situation. 418 069

4 high level of price competition in the hotel High 2

sector leads to improve the level of services16 1.01

provided to customers

5.changing taxes on hotels affect the chagsen High 3
412 0.59
strategy type
6 changing hotel's equipment prices rates High 4
cnanging auipment P 13.04 0.76 J
contribute to change the strategies
3.the Continuous increasing of the operauingg High 5
o .69 1.07
hotel's cost's lead to  possibility of loss
2. the Low level of individual income reduces thei Medium 6
] ) 3.49 1.14
reservations in the hotel
Average 3.93 0.88 High

table (2-1) exjains that averages ranged between (4.18 - 3.49) and thgrggeins were arranged in
descending order according to the averages since paragraptcyp)edcthe first arrangement, which
provides that " the process of Choosing an appropriate gstraffects by prevailing economic
situation." and finally paragraph (2) occupied the lagtrgement, which provides that " Low individual
income level reduces the occupancy rate at the hotel 'hveieraged by (3.49) and standard deviation
(1.14).

Table (2-2)

averages and standard deviations of the responses of the managerf the sample for study for
technological environment dimension

Question Average Standard degree Rank

deviation
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9. used technology in hotels contribute the qualit
High 1
of services provided which provided. 4.39 0.57
8.Hotel keep pace with technology developments in
High 2
the framework of its services 4.22 050
7. the technology characterized which the hotel
management operations depends on characteriiePS 0.48 High 3
by modernity which suitable to the Strategy .
10. The hotel has a high-quality technological
High 4
equipment compared with competitors 4.02 081
11 . the technological changes and
development impact in the regarding strateg'g% 0.68 High 5
choice
Average 4.16 0.61 High

table (2-2) explains  that averages ranged from (4.39 to 3.98) wWieparagraph (9) occupied " used
technology in hotels contribute the quality of services providaitwprovided." first order with the
average (4.39) and deviation standard (0.57) where parafftaplcame last, which states that " the
technological changes and its development impact in the diagar strategic choice " with average
(3.98) and a standard deviation (0.68). And that the averagevimiable reach 4.16 this rate within a
high level.

Table (2-3)
average and standard deviations of the responses of the managerstloé sample for study for
competitors

Question Average Standard degree Rank

deviation
13. Hotel constantly seeks to know strengths fand
High 1
weaknesses points for it has been  rivals 4.24 0.74
12. hotel environment characterized by hz?.14 0.66 High 2
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presence of a large number of competitors.

15. Knowledge of competitors' strategies is a main

4.02 0.76 High 3

factor for the development of strategic plans foreh

14. Hotel offers multiple alternatives of customer
services have based on his assessment of ﬁl’ﬁb 0.77 High 4

strengths and weakness points of competitors.

16. changing competitive methods
competitors affects change the current strategy 288 0.79 High 5
the hotel

average 4.06 0.74 High

table (2-3) explains that averages ranged between (4.38) \8here paragraph (13) ranked, the first
arrangement, which provides that " Hotel constantly seeks to kretengths and weaknesses points for
it has been rivals," at average (4.24) and a stamtdasidtion (0.74 ) and paragraph (16) came in the
final standings, which states that " changing  competitimethods by competitors affects change
the current strategy of the hotel " at average (3.88) asthradard deviation (0.79). and the overall
average of the variable was 4.06, and it in high level.

Table (2-4)
average and standard deviations of the managers of the sample &iudy for customers dimension

Question Average Standard degree Rank

deviation

20.Customer satisfaction is a strategic goal fer |th

High 1
hotel . 4.65 0.56
17. The hotel seeks to the development in |the
provision of services fitting with the needs ang a1 0.57 High 2
expectations of customers
18. communication with customers has consider¢d a

High 3

strategic thing in long-term 4.31 0.73
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19. changing needs and desires of customers is

4.16 0.70 High 4

reflected in the strategy of hotel

average 4.38 0.64 High

table (2-4) explains that averages ranged between (4.65&pwhere paragraph came in  No. (20) the
first arrangement, which provides that " Customer satisiads a strategic goal for the hotel ." with
average (4.65) and a standard deviation (0.56) Finally, rgolag19), which states that "changing needs
and desires of customers is reflected in the strategfyedfotel.” average (4.16) and a standard deviation
(0.70). and that the overall average of the variable v&&wiithin a high level.

The results indicates that the overall average of theemions of the external environment of the
four-star hotels branches (economic environment, technologicaloameént, and perceptions about
competitors, and perceptions about the customer) was within high lev

"The second question, which is "What is the reality of choosingobpppte competitive strategies in the
four-star hotels"?

Table (2-5)
Average and standard deviations of the responses of managers fangpetitive strategies dimension
(leading cost )

Question Average Standard degree Rank
deviation

22. Hotel management depend on research |and

High 1
development to reduce costs 4.10 0.67
24. The hotel management takes consideration | the

High 2
consumer price sensitivity before pricing servjces?"g6 0.77
23. Management of the hotel focus on the ptice
to overcome competitors in the competitivg 86 0.86 High 3
environment
21. Hotel price are lower than competitors for the

Middle 4
services provided. 3.65 0.87
Average 3.89 0.79 High
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(2-10) explains that averages ranged from (3.65- 4.10) and thgrgpins were arranged in descending
order according to the averages in terms of paragraph NanR& in the first arrangement, which provides
that Hotel management depend on research and developmentde oedis " at average (4.10) and a
standard deviation (0.67). Also, paragraph (24) comes in sqdand and which provides " The hotel
management takes consideration the consumer price sensitifiatg bericing services." with average
(3.96) and a standard deviation (0.77).

As well as of paragraph (23) comes in third place, whickestdihe hotel management focuses on the price
to overcome competitors in the competitive environment" withramee (3.86) and a standard deviation
(0.86) and paragraph (21) comes last ranking, which states I'pticie are lower than competitors for the
services provided " with an average (3.65) and a standsiatide (0.87). And that the overall average of
the variable was (3.89) and is within a high level.

Table (2-6)
Average and standard deviations of the responses of a samglkedy managers on the competitive
strategies variable (focusing)

Question Average Standard degree Rank
deviation
27. The hotel management is working to develop 1
High

new services to a particular segment of customers;.?"86 0.87

25. The management of the hotel choose a particular 2
High
part of the market to meet its requirements 3.67 0.97
26. Hotel management focus on specffic 3
3 47 112 Middle
geographical area because the high cost of promgtio )
Average 3.66 0.986 Middle

It is shown in Table (2-6) that averages ranged from (3.86-&dd)the paragraphs were arranged in
descending order according to the averages since has paragraptc(#¥ed the first arrangement, which
provides for "the hotel management is working to develop new sentit a particular segment of
customers." With average (3.86) and a standard deviation (@&@&graph (25) comes second in the order
in which states, "The management of the hotel chooses a partwait of the market to meet its

requirements,” with average (3.67) and standard deviati®i)(@®aragraph (26) comes last in the order in
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ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

which states " Hotel management focus on specific geogapdriea because the high cost of promotion
" with an average (3.47) and a standard deviation (1.12) aavdlbaverage for a variable is (3.66) which is
within the average level.

Table (2-7)
Average and standard deviations of the responses of a sampleidst managers for competitive
strategies ( differentiation)

Question Average Standard degree Rank
deviation

28. The hotel management offers special servicegs to

High 1
customers. 4.29 0.58
30. Hotel management is interesting to providing

High 2
services to customers in high skilles 4.25 0.59
29. Hotel management adoptsict controls system

High 3
on the services provided . 4.18 0.56
33. The hotel management provides a distinctive
human capacities to understand the needs and ﬁ(eﬁ'rﬂ 0.75 High 4
of customers
31. hotel management provides unique services to .

. 4.10 0.68 High 5

create a great interest by customers.
32. Hotel management is characterized by |[the
adoption of the computerization of its operationg 4.08 0.72 High 6
the services provided to customers
Average 417 0.64 High

Its Shown in Table (2-12) that averages have been rangeddre(4.29 - 4.08) and the paragraphs were
arranged in descending order by averages, where paragraplanRBigrfirst " The hotel management
offers special services to customers." and an mean (h@%) standard deviation (0.58), as paragraph (30)
comes second which states "Hotel management is interesiingroviding services to customers in high
skilles " with an average (4.25) and a standard deviabi&9).
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Paragraph (29), which comes in third place, which statetél management adopts strict controls
systems on the services provided . " with average (4.18& atahdard deviation (0.56). Paragraph (33),
which comes in the fourth position, " The hotel management powaddistinctive human capacities to

understand the needs and desires of customers " with an@veid4) and a standard deviation (0.75)
as well as the paragraph (31) comes in fifth provides " moéglagement provides unigue services to
create a great interest by customers. " with an avédaty@) and a standard deviation (0.68).

Paragraph (32) has been ranked in the last , which providé'sHb&el management is characterized by
the adoption of the computerization of its operations in thecgsr provided to customers," with average
(4.08) and a standard deviation (0.72). And that the overallgav@fathe variable was (4.17), which is in

high level.

11-Test the hypotheses:-

The first hypothesis: "there is Not an effect withistaally significance at the level of (a).05)
for external environment Analysis in choosing an appropriate seategthe four-star hotels in Jordan".
To answer this hypothesis multiple regression analysis was dogteveen the external environment and
the choosing an appropriate competitive strategies in the tauhstels in Jordan. The following table
shows the results associated with that.

Table (3-1)
Regression analysis for external environment in choosing an approjpte strategies in the four-star
hotels in Jordan.

) Reta ( ) R%( ) R(

)Sig( )T(
0.00 4.57 0.53 0.28 0.53

Its Clear from the table above that the external environmechaosing appropriate strategies in
the four-star hotels in Jordan reach to (0.53) which the valueetd)Band Statistical value (T) reachs to
(4.57) which is statistically significance at the level(af0.05 ), so there is a statistically significant
impact at the level (8.05 ) of the external environment in choosing appropriate steategthe four-star
hotels in Jordan. We also note that the ratio interpreted bynektenvironment using appropriate
strategies reachs to 28% of the total variance. And tdifgdehe impact of each dimension of the external
environment dimensions the (Beta) values and (T) the resukésfauend appear in the following table

Table (3-2)
the impact of dimensions of the external environment on dosing an appropriate competitive
strategies in the four-star hotels in Jordan.

| VIF Tolera | Sig. T Standardized | Unstandardized
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nce Coefficients Coefficients
Beta Std. Error | B
constant 0.00 6.99 23.12 161.62
Economic
_ 1.44 |0.70 0.41 -0.83 -0.12 0.73 -0.60
environment
Technology
. 1.25 ]0.80 0.13 -1.55 -0.22 0.91 -1.41
environment
Competitors 1.67 |0.60 0.05 -1.98 -0.32 0.89 -1.76
Customers 1.33 |0.75 0.80 -0.25 -0.04 1.10 -0.27

From the table above it is clear that competitors dimenshas reached the statistical significance
level, as the value of (T) reaches -1.98 at levelgiiBcance (a 0.05) and less. The rest of the variables
did not reach the value of (T) .
The second hypothesis: "There were no statistically signidealifferences at the level (8.05) of the
impact of external environmental analysis in choosing an appt®pdampetitive strategies are
attributable to demographic variables and managers persdealibur-star hotels in Jordan™.
1-variable gender
Table (3-3)
Test results (T) of the difference in the appropriationstrategies refer to variable gender

Strategy gender Means Standard )T( Sig)(
deviation
Male 24.09 6.07 0.76 0.45
Competitiveness
Female 22.38 4.78

Its shown from the table (3-3) that the value of (T) did nathestatistical significance at ( 0.05), so
there is no statistically significance differences atléwel of significance ( 0.05) for the impact of
environmental analysis in choosing strategies appropriatetoefender.
-A variable level of education 2
Table (3-4)
Results of one-way analysis of variance of the difference in the impacdf the external
environmental analysis in choosing appropriate strategies refeotthe variable educational level
analysis
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Source of| Sum of | Degrease of Mean ]
strategy o F) (Sig)
variation squares freedom square
Between 19.48 0.97
4 4.87 0.13
group
Competitiveness
Within 1707.93
46 37.13
group
Sum 1727.41 50

Its shown from the table (3-4) that the statistic valué=pfdid not reach the level ( 0.05), so there is
no statistically significance differences at the level Q.05) for the difference in choosing appropriate

strategies refers
variable of position3-
Table (3-5)
Results of

to level of education .

one-way analysis of variance of the difference in the impacof external

environmental analysis in choosing an appropriate strategies raféo the position variable

Source of| Sum of | Degrease of Mean ]
strategy o (F) (Sig)
variation squares freedom square
Between | 33.09 0.82
3 11.03 0.31
group
Competitiveness
Within 1694.33
47 36.05
group
Sum 1727.41 50

Its shown from the table (3-5) that the statistic valuE dfd not reach the level ( 0.05), so there is
no statistically significance differences at the level 0.05) for the difference in choosing an

appropriate strategies due to position.

results discussion associated with the first hypothesis, vetétbs, " there is No statistical significant
for the external environment analysis in choosing of xterrel
competitive strategies in the four-star hotels in Jordan.
The results indicates that the external environmental asalg&ationship to the choice competitive
strategies in the four-star hotels in Jordan amount by (Can#)the statistical value of T reaches 7.20

effect is at the level (  0.05)
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which is statistically significance at the level (0.05), so there is a statistical significance effe¢t at
0.05) of the external environment in choosing an appropriate sasieghe four-star hotels in Jordan.
This refers to using of competitive Strategic includes bernegtive and risk taking is which factors can
be determined in the light of the available resourceshéninternal environment, or resources in the
external environment such as the state of the market, theeraftthe services offered, the nature of the
service activities provided by hotels in the market tautstomers, in some cases, the hotel needs to get
out of what is familiar and provide new services, whedefiends on the nature of external and internal
resources of the hotel.

The Discussion of the results associated with the second hyisotivsch states that" no statistical
significance differences at the level ( 0.05) to the impact of external environmental analysis in
choosing an appropriate competitive strategies attributed moogtaphic variables and managers
personality of the four star hotels in Jordan"

The results indicate that the statistical value is ( -Q¥®Bjch is not statistical significance at the level
( 0.05), so there is no statistical significance differeretethe level ( 0.05) of the impact of
external environmental analysis in choosing an appropriate com@editategies refer to the gender of
managers of the four-star hotels in Jordan .

Researcher justifies this result that the gender oéitin@loyee does not play a key role in the choice
of strategies and public policies that consider as frameuwfohiotels, but these strategies and policies
identified in the framework of public administration and witkinle existing expeience its Also found
that the statistical value (0.16), which is not statitsignificance at the level ( 0.05 ), so there is no
statistical significance differences at the level (0.05 ) of the impact of external environmental analysis
in choosing an appropriate competitive strategies refer toetheational level of managers of the
four-star hotels in Jordan.

And the researcher explains this result that the educationi#icgieon of the manager does not play
a key role in the choosing an appropriate strategies thaewark hotels control, but these strategies
identified in the framework of the Organization's managementaddition to receiving managers
specialized professional determined part of the hotel wedkraechanisms of its implementation, as
well as what individual has from qualification which is pacontributed .

And The statistical value reaches (0.10), which is notssii significance at the level ( 0.05 ), so
there is no statistical significance differences atléwel (  0.05 ) of the impact of environmental
analysis in choosing an of appropriate strategies refgrssition of managers of the four-star hotel in
Jordan.

Researcher explains this result that the position puts Hoteid3 under the regional policies of the
hotel. The statistical value reaches (2.19), which isstattstical significance at the level (0.05), so
there is no statistically significant differences at teéeel of significance( 0.05) of the impact of
external environmental analysis in choosing an appropriate coivpeitategies refers to the position
for four-star hotel managers in Jordan.

12-Conclusion of the study :-
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1the overall average of the dimensions of the external environohéme four-star hotels: (economic
environment, technological environment, and perceptions about congeditat perceptions about the
customer) was in high level
The results shows that there is an impact of the enviromiremalysis in choosing of external
competitive strategies in the four-star hotels in Jordan.

3The results shows that there is  no statistical sigmifie differences at the level( 0.05 )the
impact of external environmental analysis in choosing an appte@ampetitive strategies due to the
(gender, educational level, position ) for hotel managerdanr-star in Jordan.

Recommendations :
1.Managers need to realize that the strategic optionshimarganization would like to be adopted must
be stemming from the need of its the external environment torpeits role

2.conduct a comparison between the Jordanian hotels and regi@sainoghoosing an appropriate
competitive strategies.
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Abstract

The study examines the empirically the linkage between Cdgy@avernance and firm performance
GMM through Arellano-Bond Dynamic Panel-Data estimation tectaidror this purpose, both the
accounting and market based proxies of firm performance i.@fgét Margin, Return on Equity, Market
Value of Equity, Market Value Added and Tobin’s Q were usetieldas ten Corporate Governance
proxies were used i.e. Board Independence, Board Meetings, Q&lidy,dConcentrated Ownership,
Institutional Ownership, Managerial Ownership, Big 5 OwnersAidit Quality and Audit Committee
Composition using the sample of 207 non-financial firms from 2003-2014Fiil&Sample as well as
Industry analysis reveals that board size, board independsrarel meetings, concentrated ownership,
institutional ownership and audit committee significantly afféne firm performance. Further, Market
Value of Equity is found to be the most suitable measure ofgrformance.

Keywords: Corporate Governance, Firm Performance, Market \daldquity

1. Introduction

The collapse of gigantic business corporations such as Enron, @amid Tyco etc shattered the investor
confidence on the equity markets around the globe. Similadysdiphisticated investors raised serious
reservations over the fragile financial system. Thigasibn fetched an intensive urgency to instigate a
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standard Code of Corporate Governance (hereafter CCG). Asl,stypieSarbanes-Oxley act was
introduced in United States to ensure transparency and finamitdsure of the firm for the protection
of shareholder’s interest.

The first code of corporate governance was established in 1996 to reduce the agency problem
and improve the protection of shareholders’ rights. The Agedheory established the relationship
between management of the firm known as agent, and shaeholdthe firm, known as Principal. The
theory suggested that agent needs to be fairly compeneatedsé the best interest of principal (Fama &
Jensen 1983).

These extremely critical interconnected anomalies enforeeddtablishment of governance mechanism
for the listed firms in Pakistan. The corporate governawce covers the keys aspects such as board
composition, ownership structure and audit quality (Kamran & SBat4). The previous research
studies have shown the inconclusive causal affect of cogpg@ternance on the firm performance
(Akbar, Hughes, El-Faitouri & Shah, 2016). Firm performancersefe optimal utilization of the
available financial resources to create a greater appetigrab future opportunities (Ali Shah, Butt, &
Hassan, 2009). The empirical studies like Akbar, Hughesateldfi & Shah (2016), Fama & Jensen
(1983) and Jensen (1986) argued that the strict observance of cogmwateance practices attract the
rational investors which stimulate the trading activity official markets. As a result, stock prices move
upwards from current state as per Managerial Signaling théBeiner, Drobetz, Schmid, and
Zimmermann (2006) and Weir & Laing (2000) suggested that corpgoaternance has insignificant
influence on the firm performance i.e. governance pracéicegnpudent to firm performance.

Theorists argue that the problem of endogeneity exist betweercdrporate governance and firm
performance i.e. better corporate governance compliance tedastter firm performance. Likewise,
better firm performance results in the good governance peactiche previous empirical studies have
used least square regression or panel regression whichjéststdbthe problem of endogeniety. The
current research contributed to the literature using GenedabMethod of Moments (GMM). This
advance statistical technique caters the problem of endogenheéyproblem of endogeneity arises on
account of unobservable heterogeneity, firm fixed effect andltgineity dynamic endogeneity.

2. Literature Review

2.1.1. Agency Theory

The growth of business organizations has extended the scope obeyankd the capacity of managers.
The lack of management control has resulted in the instigafiagency problem (Muth & Donaldson,
1998). The goal alignment issue between the shareholders amdjerminas been the cornerstone of
agency theory and is considered as the most popular approachdeméacditerature (Hermalin &
Weisbach, 2001; Jensen & Meckling, 1979). The agency theory ssidigatsthe opportunistic behaviour
of the managers must be restricted to safeguard theshigrowners. Moreover, the management should
be controlled to reduce their personal interest which may atsthe expense of organizational
profitability (Muth & Donaldson, 1998). According to Agrawal and Knaef996), this conflict of
interest can be reduced by several techniques such as emptyck option plans, increasing the
block-holders and institutional investors, participation of non-exeeudtirectors, debt covenants etc. The
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board composition is an effective governance tool which intémdsdign the interest of principal and
agent through the monitoring and control mechanism (Kang, Chengayg 2007). The supervisory role
of the board empowers the directors to monitor the performanoamdgers and devise carrot and stick
policies accordingly (Shivdasani & Yermack, 1999). Similarlye ttebt covenants can be used to
minimize the agency issue by stimulating the monitoring rbteditors (Agrawal & Knoeber, 1996). In
short, the managers are opportunists and their personal irdeeesome the interest of the organization.
Consequently, the board of directors should be competent enouglritd teetmanagers and make them
act in the best interest of stockholders.

2.1.2. Stewardship Theory

Contrary to the agency theory, the stewardship theory prestimasanagers as ‘stewards’ instead of
being self-centered (Muth & Donaldson, 1998). The theory sugdredtthat manager may have different
motives other than their self interest. Therefore, it suaed that the conflict of interest may not be the
inherent factor when ownership is separated from control. Accotdiduth and Donaldson (1998),
the theory identifies certain non-financial incentives tmslate the managers behaviour which have
been ignored by the agency theory such as appreciatiomténeal satisfaction and recognition. In
short, the stewardship theory presumes that the managelspemredable and perform their duties without
fail for the shareholders wealth maximization. Therefdl® board must have a considerable
representation of the executive directors for better corstnal effective decision making (Kiel &
Nicholson, 2003).

2.2 Board Structure and Firm Performance

The board of directors is the supreme authority for makingidesign the corporations. The primary role
of the board is to enhance the shareholders return by imprtvingrm performance. Moreover, it
effectively monitors and controls the managerial functions (@d@heikh & Wang, 2012). Majority of
the previous studies have failed to reach a unanimous aeaisgarding the association between the
board size and firm performance. Some of these studies aecordance with agency theory; for
example, Uadiale (2010), Jackling & Johl (2009) and Belkhir (2009)ested a significant positive
relationship between the size of board and firm performadaoeversely, Rashidet al. (2010), De Andres,
Azofra & Lopez (2005) and Yermack (1996) indicated the negative asismcbetween board structure
and performance of firm. Larger boards are generally ice@fke because it is difficult for them to reach a
consensus. Similarly, the lack of expertise and commitmetiteoboard members reduces their control
over management.

When theCEO and chairman of any corporation is a single individual, theqgohenon is known as CEO
duality. Most of the previous research studies have anatieemnpact of combined leadership function
on the financial performance of corporations. The agency theompenig the two-tier structure i.e.,
segregating the positions of CEO and chairman, to amplifynthependence for better supervision and
control resulting in better firm performance (Jensen, 1993he TEO duality effects the decision
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making giving rise to agency problem. Hence, it is not encourbgebe policy makers. The literature
also suggests that when both positions are held by a singtepts effectiveness increases because of
interest alignment. Moreover, the restriction on CEO duatt positively perceived by the market
(Yermack, 1996). Conversely, separation between CEO andmamipositions is discouraged by
stewardship theory. It is argued that effectivenessligegsed by business organizations when decision
making is done by a single person (Dalton & Kesner, 1987; Donaldddavés, 1991). Likewise, the
CEO duality helps to reduce the communication barrier bettvee@EO and chairman, thus minimizing
the contradiction and disagreement in decision making.

The board independence i.e. percentage of independent dirtectotal directors has been considered as
an integral determinant of financial performance. Weishd&88) suggested that corporations with
outside directors perform better than their counterpartsth&urboard independence is positively
associated with firm performance (Anderson, Mansi, & R@&B3; Mura, 2007). The basic reason for
this positive relationship is based on the fact that presendadependent directors ensures board
independence by unraveling supervision and execution of tasks.oworeghe association between
managers and stockholders can be improved by resolving theaintenflict of interest. In the same vein,
the independent directors reduces communication barrier betwsiele directors and shareholders
resulting in better corporate performance (Marashdeh, 2014). Iraspr@hagat and Bolton (2008) found
a negative relationship between number of outside direaads firm performance. Since the
non-executive directors have more expertise and knowledge as cdnipatlke executive directors
therefore they play an effective role in implementation afporate governance practices. Hence, it is
anticipated that stock market response is positively asedardth board independence (Brickley, Coles,
& Terry, 1994).

Most of the previous research studies such as Perry and Sivd2005), Ameer, Ramli & Zakaria
(2010) and Uadiale (2010) have augmented a positive relatiomshgrordance with  agency theory,
whereas some of them found insignificant association between mikape directors and firm
performance (De Andres et al., 2005; Hermalin & Weisbach, 208jbla, 2008 and Peng, 2004). The
inclination towards the presence of non-executive directdrased on the agency theory (Dalton, Daily,
Ellstrand & Johnson, 1998). Since the non-executive directoraaarmfluenced by inside directors
they are in a better position to exercise the monitoring camdirol function (Fama & Jensen, 1983).
Moreover, unlike executive directors, the outside directorgemerally tuned to make unbiased decisions
because they are trivially affected by results (Alix YaleLuce, & Mayfield, 2011). Nonetheless,
executive directors are deemed to be more supportive frompetispective of stewardship theory. Their
professionalism, expertise, capabilities and acquaintanceheittieicision making of CEO makes them a
better choice for evaluating the managerial function (Mutlbénaldson, 1998). Generally, from the
perspective of stewardship theorists, executive directorsmanme productive in betterment of firm
performance than non-executive directors because insidershhads on expertise and availability of
true and fair information for the better decision making.
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The board effectiveness can be measured by using the prexymifer of meetings held in a year. The
literature suggest that firms with higher number of boardaamtit committee meetings are less likely to
face earnings management issues (Xie, Davidson, & Da?Zi¥l8). The prior research has documented
mixed results while analyzing the relationship betwkeard meeting frequency and firm performance.
Vafeas (2003) analyzed the increase in firm performancetairgher frequency of board meetings.
However, Jackling & Johl (2009) and De Andres et al. (2005) foungdnifisiant association between
board meetings and corporate performance. According to Congegdhil & Lawler (1998) the board
effectiveness is directly proportional to the time spentboard meetings. Therefore, board meeting
frequency is used as a measure to monitor the managemestvandte board effectiveness. Francis,
Hasan & Wu (2012) suggested a positive association between bastihgs and firm performance
during financial crisis. Nonetheless, Fich and Shivdasani (20@6ed that the presence of directors
decreases with increase in the board meeting frequencghwhbbults in negative impact on firm
performance. The results of their findings suggested that leff@ctiveness decreases with the increase
in cross directorships of outside directors. Since the direbtmeme busy they rarely attend the board
meetings.

2.3 Ownership Structure and Firm Performance

The ownership structure of a firm has a greater contribution tswtis performance. Emprical studies
such as Claessens & Djankov (1999) argued that concentated owrtershappositive association with
firm performance. Likewise, Nguyen (2011) explored the cawsiltionship and concluded that
ownership concentration has positive effect on firm performarncglaBy, McConnell & Servaes (1990)
explored that institutional investment increases firm perforeanc

The structure of ownership either weakens or strengthensethgonship between shareholders and
management. In case of scattered ownership, managemerérioas shreat of insecurity from outside
shareholders. This situation gives rise to agency problemséh & Meckling, 1976). Nevertheless,
concentrated ownership minimizes the conflict between paheipd agent. Agency theory suggests that
majority shareholders have the will and competency to eeermanagerial function and keep the
management motivated to serve best interest of sharehdlthers. the dispute of principal and agent is
shifted towards conflict between majority shareholder and ritynsihareholder (Claessens & Yurtoglu,
2013; Hussainey & ANajjar, 2012).

Empirical studies such as Sarkar & Sarkar (2000); Faccid_&ng (2002) and Smith (1996) suggested a
positive effect of majority shareholders on firm perfornearConversely, Agrawal & Knoeber (1996)
and Short & Keasey (1999) observed that concentrated structure nafrstup has no statistically
significant role to either improve or destroy firm performanelowever, Andreou, Louca &Panayides
(2014); Huang, Hsiao & Lai (2007) and Pound (1988) were unable to detewhether concentrated
ownership structure contributes in a positive or negative wéyngerformance.

The board ownership would have positive effect on firm perfocenam account of incentive alignment
effect. According to incentive alignment effect, board @éctors would be motivated to reduce the
principal-agent conflict due to increasing proportion of shares olwpeldem (Jensen & Meckling, 1976).
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In support of the said argument, empirical studies such as Huaalg(2007); Sarkar & Sarkar (2000)
and Yermack (1996) found that increase in board ownership enhancpeiformance by reducing the
agency cost.

Nonetheless, managerial ownership reduces firm performaree.bdsic proposed rationale is that
manager cum shareholders provide minimal level of informatgarding their internal affairs. This
would trigger “asymmetric information” regarding their corporgéernance practices. This situation
may involve the management in moral hazard (Holderness, @ns& Sheehan, 1999; Hussainey &
Al Najjar, 2012; Morck, Shleifer, & Vishny, 1988)

Contrary to above discussion, Demsetz (1983) and Fama & Jensen¢@B88B)ded that managers act in
the best interest of shareholder wealth even with smatloption of shareholdings due market discipline.
However, Randgy, Down & Jenssen (2003) found no significant effeoanagerial ownership on firm
performance.

The existence of institutional investors in board of directorpréderred by majority of stakeholders
(Ullah, Ali, & Mehmood, 2017). Minority share holders feel secim the presence of institutional
investors due to institutional activism. Therefore, presencdastifutional investors reduces agency cost
up-to large extent (Cornett, Marcus, & Tehranian, 2008). Theleigh of institutional involvement in
firm operations yield high performance. In addition, their preseageals a positive signal to the market
participants which increase the liquidity of stock as welinasket value of firm. Institutional investors
may act as intermediaries between minority and majshiéyeholders which has positive implications.
2.4 Ownership Structure and Firm Performance

The audit committee is primarily concerned with the accueawy reliability of financial information
before the its disclosure to the stakeholders. The committe@pm@nhances the credibility of financial
statements. Thus sufficient number of independent directonequired to improve the efficiency and
effectiveness of audit committee (Borlea, Achim, & Ma@®17). Lin & Chang (2012) argued that
independent directors and audit committee magnify the firmanfiial performance. Likewise, Hsu &
Wu (2014) and Cadbury (1992) suggested that compulsion of audit comimi#teother suitable measure
to protect shareholders’ interest by improving transparency and aabditytacross the board. Similarly,
Wild (1994)observed a positive response of rational investors on account ofdafiiatiecial disclosure.
The opinion of Big-4 audit firms is widely acceptable to allkeholders. Empirical studies such as
Dasilas & Papasyriopoulos (2015); Mansi, Maxwell & Miller (2004) &ittman & Fortin (2004) proved
that Big-4 transparent audit has a positive effect on fieapeirformance of corporations.

In addition, external auditors are considered as critical gumonitoring system. In UK, external
auditors provide consultancy in portraying the true and fair piafiteusiness organizations. Financial
reporting council particularly focuses on the independence of cauditeFond, Raghunandan &
Subramanyam (2002) argued that independent auditors improve tHalityeafi financial disclosure that
onward leads to remarkable firm performance. Colbert &rda(i988) recommended that audit fee is
part of monitoring activity and feedback must be shared stitreholders. Thus audit fee resembles the
agency cost. Schroeder & Hamburger (2002) argued that non-audit sewocdd provide a better
understanding of essential elements of operations to extewtisdrs.
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3. Methodology

The study investigates the effect of corporate governancermrpérformance by analyzing a sample of
206 Non-Financial firms from 2003-2014 listed on Pakistan Stock Exch@g¥) using six firm
performance and ten corporate governance proxies, detail of \whécin table 2. Moreover, current
research analyzed the relationship using GMM through Arellast@Bynamic Panel-Data estimation
technique. This method is useful to curtail the problem of emdityewhich exists between the corporate
governance and firm performance. Further, the Arellano-Bond igneegression also minimizes the
problem of unobservable heterogeneity. Previous studies such as Akighes, El-Fatouri & Shah (2016)
and Roodman (2006) suggested that ordianry least square (Ok&3sieg and Random Effect Fixed
Effect regression is subject to the question of generdlizaliis a sequel, the study used industry wise
analysis by considering market value of equity as the proxy fargarformance which has outperformed
the other measures in the main regression analysis.

3.2 Econometric Models

The study used the following econometric equation for the analysis

M =L TR AN FR BV P P OAC o ST MG 10 RE {0 R0 {C DIA SR T e O

Where NPM stands for Net profit margin, BSI£HEs board size, BMEETis board meeting. Further GD
is used for CEO duality, CONCor concentrated ownership, INSTised for institutional ownership,
MANG;; is managerial ownership, Bl big five shareholder, AUQs audit quality; ACG used for

audit committee composition ang, is used for Error term.

RO = GBS +R BAR +Q BVER] +@ P +p OO +p BT 40 WG 0 B 40 AR 30 AR +DIA + S5 4 T

Where ROE stand for Return on equity, which calculated as Net incomeedi equity

MR, = GBS +4 BN g BV +) G +p COF +p T MIE 50 5 4 AR b (C D14 1S pe O

Where MBR is used for Market to Book ratio. This ratio is measig®ook value divided market value.

WA = GBS, + f BN + QBVEE] +Q R +p ONG +ip NPT +f MAYG %0 BIE 40 AR {0 AL +DIA +Sz e @)

Where the study used M\#stands for Market value added.
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TobinG = 4 BSIZG + 4 BNQ + 4 BVERT +§ Gp *p CONC *p MBT Hp MAYG 40 BES 30 AR +4 AL +D A +Skg 44 ()

Where TobinQ stands for market capitalization plus total debt divideg total asset of the
company.
3.3 Sample for Industry-Wise Analysis:

Table 1: Sample Size (Industry Wise Firm Distribution)

S.No  Industry Name Firms

1 Textile industry 67

2 Miscellaneous 15

3 Oil and Gas 20

4 Transport, Technology and Communication 8
5 ENGINEERING and allied industries 12
6 Fertilizer 6

7 Glass & Ceramics 6

8 Paper & Board 6

9 Automobile Parts & Accessories 16
10 Pharmaceuticals 7

11 Food & Personal Care Products 29
12 Cement 18

13 Chemical 21
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4. Data Analysis

The study analyzed the characteristics of six proxies for fienfiormance (Net profit margin, Return on
equity, Market value of equity, Market to book ratio, Markalue added and Tobin’s Q along with ten
proxies of corporate governance (Board size, Board independencej Bmeetings, CEO duality,
Concentrated ownership, Institutional ownership, Managerial owperBig 5 ownership, Audit quality
and Audit committee composition.

4.1 Descriptive Statistics and Correlation Matrix:

Table 3: Descriptive Statistics

Variable Obs Mean Std.Dev Min Max

NPM 2220 -0.052 2.926 -104.054 25.478
ROE 2251 0.204 2.594 -32.646 110.180
MVE 2208 13.93 2.118 5.224 20.896
MBR 2683 1.746 5.385 -48.420 148.047
MVA 2683 3.831 12.91 -17.62 20.808
Tobin’s Q 2590 1.385 1.150 0.454 25.425
BSIZE 1857 8.002 1.730 20.000 0.000
BIND 1708 0.184 0.248 1.000 0.000
BMEET 1753 5.406 2.575 34.000 0.000
CD 1691 0.223 0.416 1.000 0.000
CONC 1881 7.541 1.267 16.064 2.079
INST 1888 0.128 0.153 0.988 0.000
MANG 1888 0.224 0.259 0.960 0.000
BIG5 1888 0.579 0.213 1.000 0.000
AUQ 1951 0.557 0.497 1.000 0.000
ACC 1747 0.801 0.220 1.000 0.000
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Table 01 indicates summary statistics of variables usttinurrent research. NPM has higher negative
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minimum value of -104.054 among all the endogamous variables. BiigFhas higher standard deviation
of 5.385.

Refer to table 01& 02. Board size has an average valueD02 8vhich is similar to Ullah and Kamal
(2017). Moreover, among the corporate governance proxies, board indepehdegrigher variation as
per its standard value of 2.575. The correlation results shathed gtrong or moderate association among
variables. However, there is no issue of Multicollineargcording to Gujarati (2009), problem of
multicollinearity exists if correlation value exceed8®.

The research used Generalized Method of Moments (GMMyghr Arellano-Bond Dynamic Panel-Data
Estimation method to examine the casual-effect of corpagavernance on firm performance. Refer to
table 03, in first regression, the study used firm Net proitgin as a measure of firm performance. The
results of study depicts board size, board independence, CEO duahtyentrated ownership and
institutional ownership have statistically significant ¢o&nt values of 0.0272, .0.107, -0.0787, 0.152
and 0.268 respectively. The study reveals that board sizel imoi@pendence, concentrated ownership and
institutional ownership improve firm performance. Conversely,stey suggests that CEO duality has
adverse effect on financial performance of firms.

Likewise, in second regression the study used Return on ER@#) as a measure of firm performance.
The results suggest that board size, board independence,dGdi®y, concentrated ownership have
statistically significant coefficient values of 0.124, 0.242635 and-0.317 respectively. The results depict
positive association among board size, board independence and watedeatvnership and return on
equity. Nonetheless, CEO duality has substantial influencelaBijnin the 3 regression, the study used
Market value of equity as proxy of firm performance. The stugeals that board size and board
independence and board meetings coefficient values are 0.0542, &nd 0.0214 respectively. This
suggested that proper board structure increase the marketofadquity (firm performance). Moreover,
CEO duality has persistent negative coefficient value @24). which indicates the decrease in firm
performance in the presence of CEO duality. Further, conteditoavnership and institutional ownership
positively contribute towards the firm performance as per tusfficients values of 0.327 and 1.271.

In fourth regression, Market to Book ratio is used as a madstd measure of firm performance. The
study reveals that board size, board independence, CEQtyDumhnagerial ownership and audit
committee composition significantly improves the firm perfanoeas indicated by coefficient values of
0.127, 0.410, -0.365, 0.727 and 0.608.

In addition, the Market Value Added (MVA) is proved to beeaiwmeasure of firm performance because
MVA absorbed the effect of board size, board independencituiimal ownership and managerial
ownership. Likewise, in last regression, TobinQ is used as pifdikynoperformance. The results revealed
that board size, board independence, CEO duality, concentrateztstip and institutional ownership
significantly affect the TobinQ as their coefficient vaduef 0.0607, 0.161, -0.192, 0.144 and 0.493
respectively.
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4.3 Industry Wise Analysis:

The research analyzed the causal relationship between @t gmvernance and firm performance of all
listed non-financial firms grouped into for seven industrieshsas Textile, Oil and Gas, Fertilizer,
Automobile Parts & Accessories, Food & Personal Care ProdQetsent, Chemical while excluded
Transport, Technology and Communication, Engineering and allied iredyshlass & Ceramics, Paper &
Board, Pharmaceuticals due to lesser firm observations.

The Market Value of Equity has showed the greater absorptioarpmwong the six proxies used for firm
performance which is represented by the significant imdatiagimum number of corporate governance
variables on the Market Value of Equity. Therefore, for Industiglysis, the research has concentrated on
the relationship between corporate governance and firm perfoenuaimy Market Value of Equity.

In textile industry, results revealed that board independeanegntrated ownership, big five shareholders
and audit committee composition has a significant positivecagson as indicated by coefficient values of
0.748, 0.738, 0.389 and 0.584 respectively. Likewise, Food & PéiSanma Products board size, board
independence and institutional ownership have statisticalyfisignt influence on firm performance.
Further, study revealed that strong foothold of corporate goverrandem performance in fertilizer
industry. The study suggested that board size, board independencentrated ownership, institutional
ownership, managerial ownership, big-5 ownership and audit comentibmposition significantly affect
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the firm performance as per their coefficient values of 4.56214, 35.50, 88.47, 57.01, 77.61, and 45.49.
Nonetheless, the study showed that Miscellaneous, Oil and Gasm@bile, Cement, Chemical
industries have footprint of the relationship between corpomtergance firm performance.

5. Conclusion
The study analyzed the impact of Corporate governance on fiforpance for Ful-Sample as well as
for industry-Wise using Generalize Method of moments. The stugly sig proxies for firm performance
measurement. In order to find the best proxy that would suitabtei market. Moreover, the study used
ten Corporate governance proxies.
The study suggests that Board Size and Board IndependenceamdMBeting Concentrated Ownership
and Institutional Ownership statistically significantly imprdie firm performance. Nevertheless, CEO
duality damages the firm performance for Full-Sample. The stsiyts reveals that Marker value of
equity is better proxy for firm performance measure in Pakistock exchange.
Further, the study used market value of equity for firm perfooman industry-wise analysis. The
research observe strong foothold of Corporate governance inzeeictor. Moreover, the study reveals
that observance of Corporate governance varies across industries
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VOLATILITY CLUSTERING, NEW HEAVY-TAILED DISTRIBUTIO N

AND THE STOCK MARKET RETURNS IN SOUTH KOREA

Yoon Hong, Ji-chul Lee, and Guoping Ding

Abstract: As other developed economies over the world, the stock matags a crucial role in
facilitating the economic growth. In this paper, we comptave different types of heavy-tailed
distribution, the Student’s distribution and the normal reciprocal inverse Gaussian distriipuivithin

the generalized autoregressive conditional heteroskedast&ifRCH) framework for the daily stock
market returns of South Korea (KOSPI). Our results show twmmitant findings: i) the daily KOSPI
returns exhibit conditional heavy tails even after volgtitiustering effect has been accounted for; and ii)

the NRIG distribution has a better in-sample performanaetti@ Student’s distribution.

Key words: GARCH model; heavy-tailed distribution; KOSPI

JEL classifications: C22; C52; G17

1.Introduction

Since the establishment of the Republic of Korea, the econbd®guth Korea has received great success.
The country emerged from a very poor underdeveloped economy to theembst developed economies.
Some South Korean brands become internationally famous with produdtacsoks the nations. The
stock market is one of the crucial components of the natioaisoecy. The South Korea Stock Exchange
is the 14th largest exchange over the world with market ategaition is $1.33 Trillion adjusted US
Dollars as of March 2017. The market capitalization to GLOif® i@ 110.64%, which indicates the

importance of the financial market. In this paper, we enade of the Korea Composite Stock Price Index

" Yoon Hong, Department of Economics, Hanyang UniterSeoul, South Korea; Ji-chul Lee, DepartmerEobnomics,
Dongseo University, Busan, South Korea; and Guopiimg, School of Business, Nanjing University, Nagj Jiangsu,
China.
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(KOSPI). KOSPI is the index of all common stocks tradedhenSouth Korea Exchange. It is a very

popular market index and the representative stock market aidgouth Korea.

During the past several decades, two stylized factsdsetaeturns have been frequently presented by
researchers: heavy tails and volatility clustering. TheMéails indicate that historical distribution of the
asset returns has heavier tails than the standard nostrédution, and the volatility clustering says that
high-volatility events tend to cluster in time. In the follog; we re-investigate the two stylized facts,
heavy tails and volatility clustering, but are interestedhe stock market returns on the South Korea
Exchange. Our framework is similar as in Guo (2017a, 2017b), ardnweare empirical performance of
the two different types of heavy-tailed distribution, Studettsnd normal reciprocal inverse Gaussian
(NRIG), within the generalized autoregressive conditidreieroskedasticity (GARCH) framework for
the daily KOSPI returns. We are particularly interestedhe risk management aspect. Our results
indicate two important findings: i) the daily KOSPI returns bithconditional heavy tails even after
volatility clustering effect has been accounted for; andhg) NRIG distribution has a better in-sample

performance than the Studertt8istribution.

Literature Review

Since the economy miracle of South Korea, its stock marketls® received considerable attentions
from the academia. Many researchers have applied GARG# Ibagdels in analyzing the stock market
in South Korea. However, most of the studies are eitheising on the effects of some special events or
the inter-linkage with stock markets in some other count$eda, Spagnolo and Spagnolo (2002)
proposed a bivariate Marrkov-GARCH model to analyze volatilitygs between three different emerging
markets. Choudhry (2010) investigated the day of the week efiestven emerging Asian stock markets
returns and conditional variance (volatility), including South lKoresing the GARCH model. Choudhry
found that there was significant presence of the day oféek effect on both stock returns and volatility,
though the result involving both the return and volatility are nentidal in all seven cases. Lee (2009)

examines the volatility spillover effects among six Asian cgustock markets, including the stock
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market in South Korea, using bivariate vector auto-regressionrajieged autoregressive conditional
heteroskedasticity (VAR-GARCH) model. Lee found that theerewstatistically significant volatility
spillover effects within the stock markets of these coestriFang (2010) used stock daily data for South
Korea and other four Asian countries, and showed that curmegnseciation affected adversely stock

returns and/or increases market volatility over the periddeofsian crisis 1997-1999.

In this paper, we re-consider the GARCH framework but focussimmanagement of the stock market
returns in South Korea. We focus on two different types of yrthed distributions: the Studentts
distribution and the normal reciprocal inverse Gaussian distiibuin 1987, Bollerslev introduced the
Student'st distribution and the GARCH model with the Studenhtsstribution could capture dynamics of
a variety of foreign exchange rates and stock price indetasns. Politis (2004) introduced the truncated
standard normal distribution into the ARCH model and showed rtigrieal performance of the new
type of heavy-tailed distribution on three real datasets.réay&urto and Tavare (2007) model the heavy
tails and asymmetric effect on stocks returns volatiltlp ithe GARCH framework, and showed the
Student’s t and the stable Paretian with(2) distribution clearly outperform the Gaussian distribution
fitting S&P 500 returns and FTSE returns. Su and Hung (2011) prawidesiprehensive analysis of the
possible influences of jump dynamics, heavy-tails, and skewnissregard to Value at Risk (VaR)
estimates through the assessment of both accuracy and efficGenagd Hung consider a range of stock
indices across international stock markets during the periddeot).S. Subprime mortgage crisis, and
show that the GARCH model with normal, generalized errariloigion (GED) and skewed normal

distributions provide accurate VaR estimates.

In this paper, we follow the model framework in Guo (2017a, 2017baengarticularly interested in the
NRIG distribution, a newly-developed heavy-tailed distributi@ur focuses are on their empirical
performance in fitting the stock market returns in South Kordde remainder of the paper is organized

as follows. In Section 2, we discuss GARCH models and theyHeded distributions. Section 3
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summarizes the data. The estimation results are im8ettSection 5 concludes.

2. The Models

We consider a simple GARCH(1,1) process as:

&= m 3§

(2.1)

2 _ 2 2
st _a0+a?t-1 +b§t— 1

(2.2)

where the three positive numbegs a, and b, are the parameters of the process aye b, <1. The
assumption of a constant mean retumn is purely for simplification and reflects that the focushef
paper is on dynamics of return volatility instead of dynarofagturns. The variables, is identically

and independently distributei.d.). Two types of heavy-tailed distributions are considered: the
Student’st and the normal reciprocal inverse Gaussian (NRIG) disiisit The density function of the

standard Studenttsdistribution with /7 degrees of freedom is given by:

1 +1 n+l
G(—) '
2 1+ 8

Ol -2pp> 072

flglyi)= : n>4

(2.3)

where y, , denotes theS -field generated by all the available information up througtett - 1.

The NRIG is a special class of the widely-used generakigpdrbolic distribution. The generalized

hyperbolic distribution is specified as in Prause (1999):
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fel/mabd)=

(2.4)
whereK, (J is the modified Bessel function of the third kiadd index/1 and: d>0, 0£|b kKa.

When/ :% , we have the normalized NRIG distribution as:

2,42
ae
o2 )

aKO(\/(a 2. 1)2+
St exp@?- 1)
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flely. )=

(2.5)

We also consider the normal distribution as thecharark distribution:

1 e’
expt ) , n>4
2 25t2

S

f(gly..)= Jz

(2.6)

3. Data and Summary Statistics

Figure 1: Daily KOSPI prices
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We explore empirical performance of GARCH modelthwieavy-tailed distribution by using the South
Korea stock market returns series. Figure is thky #SPI index prices. We collected the standagdiz
KOSPI daily dividend-adjusted close returns fronmd@ Finance for the period from July 2, 1997 tg/Jul
14, 2017, covering all the available data in Yakawance. There are in total 4945 observations.reigu

illustrates the dynamics of the KOSPI returns, tedfigure exhibits significant volatility clusteg.

Figure 2: Daily KOSPI returns

Summary statistics of the data are reported in€ldblThe data present the standard set of well-know
stylized facts of asset prices series: non-norgpdliinited evidence of short-term predictability dan
strong evidence of predictability in volatility. |Akeries are presented in daily percentage growth
rates/returns. The Bera—Jarque test conclusivgsctee normality of raw returns in all series, which
confirms our assumption that the model selectedilgdhaccount for the heavy-tail phenomenon. The
smallest test statistic is much higher than thehtcal value of 5.99. The market index is negealtyv

skewed and has fat tails. The asymptotic SE ofskk@wvness statistic under the null of normality is

\6/T , and the SE of the kurtosis statisticw@' 4/T , where T is the number of observations. Almost

all series exhibit statistically significant leptokosis, suggesting that accounting for heavy-takss is

more pressing than skewness in modelling assedgpdgnamics.
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Series Obs. Mean Std.  Skewness Kurtosis BJ Q(5) &) Q(5)

KOSPI 4945 0.04% 1.79% -0.026* 5.33* 76.1%* 8.15* 3.22 31.24**

Table 1: Summary statistics. BJ is the Bera-Jarque statistit ia distributed as chi-squared with 2
degrees of freedom, Q(5) is the Ljung-Box Portmanteautitatiy~"(5) is the Ljung-Box Portmanteau
statistic adjusted for ARCH effects following Diebold (1986} &X(5) is the Ljung-Box test for serial
correlation in the squared residuals. The three Q statiste calculated with 5 lags and are distributed as
chi-squared with 5 degrees of freedom.

* and ** denote a skewness, kurtosis, BJ or Q statisticalhyifsignt at the 5% and 1% level respectively.

We use the Ljung-Box portmanteau, or Q, statistic with fags Ito test for serial correlation in the data,
and adjust the Q statistic for ARCH models following Diebal®86). The results that no serial
correlation is found for almost all the series confirm ouuggion of a constant mean retumin

Equation (2.1). The evidence of linear dependence in the squdaméaned returns, which is an

indication of ARCH effects, is significant for all the iest

4. Estimation Results

We study the GARCH(1,1) model with the Studerttand the NRIG distributions is defined by

maximizing the following log-likelihood function of equation:

T

g =argmax logf & l&. &)

=1
(4.1)
Table 2 reports estimation results of the GARCH(1,1) modeh whe two types of heavy-tailed
distribution for all the KOSPI return series. All the paesens are significantly different from zero. There
results show the NRIG distribution has better in-sampleopegnce. Since the two distribution has the
same number of parameters, the Akaike information crite¢Ad€) and the Bayesian information

criterion (BIC) also indicate the NRIG distribution has &e&mpirical performance.
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5.

alphal betal 1/nu log-likelihood  AIC BIC
(1/alpha)
Normal 0.034**  0.923** 9
Student'st 0.043** 0.936** 0.171** 9
NRIG 0.041** 0.941** 0.682** 9

Table 2: Estimation of the GARCH model with heavy-tailed innovations
* and ** denote statistical significance at the 5% and 1% lmsgectively.

Conclusion

The empirical performances of normal reciprocal inverse Gawusand the standard Student's

distributions under the GARCH framework are compared in fitiregSouth Korea stock market index

returns. Our results illustrate the NRIG has better pmdoce in capture the KOSPI returns dynamics.

Guo (2017a) showed the NRIG distribution also performs well knmanagement of the US stock return

series. We believe the GARCH model with the NRIG distron would also perform well in risk

management of the South Korea stock return series. In additiwould be interesting to consider some

other asset classes as in Guo (2017c). These are all [aftdor research.
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Abstract

This research endeavor set out to empirically examinertpadts and to see the causal relationship of
FDI in agriculture inflows on poverty in selected OIC coigstr The agriculture sectors react as
important keys in the expansion of FDI in agriculture seca@liminate the poverty issues. Therefore,
it reviews the experiences of agriculture investment iecéetl member countries with a view to
identify potential roles for countries seeking FDI and their ibgwreent partners in nurturing FDI intra
OIC especially in the agriculture new investment. In shisly, the FDI in Agriculture Sector react as
independent variable and the poverty as dependent variabledteseOIC Countries based on
availability of data. According to the models used, tiseilte have significant effects towards all the
variables used. Lastly, according to the models employedesiudts have significant effects towards
all the variables used. The data was analyzed by usimgl Pata includes Random and Fixed Effects
Method, Ordinary Least Square and dynamic Sys-GMM panel datecaes. The results show
negatives and significant impact of FDI in agricultureanfs on poverty reduction and also the
poverty as determinant factors for FDI in agricultureaw$. Latter, the policy implications that
happened throughout the study will be discussed with some suggestions.

Keywords:
OIC, FDI in Agriculture, Economic Growth, Panel Data, Poverty

1.0 Introduction

This paper reviews the agriculture sector in member cesntof Organization of the Islamic
Cooperation (OIC), and pays specific attention to issudsegbdverty and FDI inflows in the sector.
The time component of our dataset is based on 10 years dataG8&mo 2014. In addition, it reviews
the experiences of agriculture investment in selected mermbuntries with a view to identify
potential roles for countries seeking FDI and their developmefrguarin nurturing FDI intra OIC

especially in the agriculture new investment. Based partéoy Food and Agriculture Organization or
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FAO (2013) when the agriculture sector been improved, itat@act foreign direct investment thus
diminished the insecurity of food and poverty. The improvemeragriculture sector may harm the
natural resources of the sector instead of encouraging fodkigot investment due to lack of
management system. Poverty is happened across the wanltheveountries were developed. It is not
only happening in poor countries. Even though developing countries is movireydsowhe
development and improving their growth, but still they cannot eéteithe poverty problems in their
countries. The income per capita of people in a country doeg affiee poverty issues since it shows
their capability in supporting their livings. Foreign direotestment directly contributes to the impacts
of poverty because it encourages employments and incomeofethe people. The key issues towards
the foreign direct investment are when the participationraffe in labor force had been discriminated.
Female workers were paid less even though the jobs wefkarsimith male. As a conclusion, the
governments need to make sure that this issue will beedobo that it will not impacts the
unemployment and inflows of foreign direct investment in a coulmcyemental on the foods price
viewed during the food crisis in year 2006 until 2008 triggersdrsé serious harmful socio -economic
impacts on the economies of many developing countries, inclugen@iC members. The World Bank
(2014) stated the total OIC population that are still livingmote than USD $1.25 each day was about
17.4% of world total population in the year 1990 until 2011. The #W@ank also indicated the poverty
level of OIC countries remained comparatively very higgralvith their percentages over the world
total poor that were also increased significantly, thddvottal poor recorded about 33.1% in year 2011
but only 22% in 1990. In addition, non-monetary poverty indicators alscavaong the OIC Countries
for examples Human Development Index values of OIC countriesetsgeen 0.855 and 0.304,
Multidimensional Poverty Index values are between zero and 0.6dX5kbal Hunger Index values
are between zero and 33.6.

2.0 Research Objectives

The primary objective of conducting this study is to investighé impacts and the causal relationship
of foreign direct investment (FDI) in agriculture sector ongugr of OIC countries. Based on the
theoretical framework and research questions of this studye#i®sarch hypothesis of this research

study had been constructed. The followings are the researcthgoof this research study:

H1  There is a relationship between poverty and foreign dinetstment (FDI) in agriculture
sector of OIC countries.

H2  There is a causal relationship between poverty and foreigatt dinvestment (FDI) in
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agriculture sector of OIC countries.

3.0Findings and Conclusion

First of all, Panel Data Analysis that including Randone&f Method is used for the variation across
entities is assumed to be random and uncorrelated with thietpreat independent variables included
in the model. Fixed Effects Method used in analyzing the @npavariables that vary over the time.
Pooled OLS Method is if the individual effect does not exist, ordifeast square (OLS) produces
efficient and consistent parameter estimates. Generalzst Squares (GLS) Method based on
constructing an approximate covariance estimates for the lativeerisks and estimating a corrected
linear trend. Next is the Hausmen Test that is if find seghificant level of the Random and Fixed
Effects Method that going to determine which is the béii@n others by comparing between the Fixed
and Random Effects Method. These entire tests are perf@nteéindings of this research are based

on the data that has been run by using the application calRS@AST

3.1Descriptive Statistic Analysis

Descriptive Statistic Analysis is for the data analyhet stated the number of the observation that is
part required to make the observation based on the dataeihgtcollected. The analysis performed by
the descriptive statistic to find out the statistic of #dwery of the variables involved which FDI in

agriculture, poverty and the control variables namely infla@DP, exchange rate, and infrastructure
index. Then, it also included mean of the each datheofrériable and included the standard deviation
square root of the mean. Besides that it also have thenormand maximum value of the data that

being run. Based on the table above all the variablebai@g range 30 observations. The Poverty

have the highest mean and standard deviation of 113640.10 and 101@&pé&Cively in the data
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distribution. The GDP have the lowest value of the mean andasté deviation that is 1.88 and 2.13.
Next the other variables having the middle range betweerPdwerty and GDP. The FDIA in
agriculture mean and standard deviation is 5.10 and 15.99NEiemean and standard deviation is
6.55 and 5.38, the EXC is 69.68 and 72.36 for the mean and statelaation. Lastly, the INFREX
with 2.20 and 2.23 for the mean and standard deviation. alle also show the minimum and
maximum value of the each variable that being presentexlPoverty has highest of the minimum and
maximum value that is 6557.33 and 462979.20. The lowest maximum sahe infrastructure index
that is 5.70. Then the GDP minimum and maximum valueeid67545.00 and 6.38. The exchange rate
is EXC that is 0.38 and 219.59 for the minimum and maximum vadlast variable that is
infrastructure index represented by the INFREX having themmuimi and maximum value is 0.00 and

5.70.

Table 1: Descriptive Statistics of Determinants and FDI

LFDIA | POVT NFL GDP EXC INFREX
LFDIA 1
LPOVT 0.2571 1
INFL -0.1330 0.1979 1
LGDP 0.0611 -0.5814 0.5546 1
LEXC 0.2244 -0.0657 0.7304 0.3118 1
INFREX 0.1479 -0.3975 -0.0611 0.0315 -0.3146 1

3.2Correlation of Variables in Study

The correlation of variables is the relationship betweeh gariables included the dependent

variable and independent variable that being analysis ireg@arch.
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Table 2: Correlation of variables in study

4 A / * *

/01
#2!
03 -
4/

03,5

The existence of high correlation among the inddpat variables will lead to the problem of multi-
collinearity in the estimation. Still consider tleegariables because of the panel data estimatiochwh
takes care of the collinearity problems. The highedue of the correlation means the very good
relationship between the two variables in this aede. It also shows that between two variablestymt
aspect that being connected that can be useddaetiearch in the future. Based on the table atheve
correlation among the variables is stated by tHaevéor each variables between others variables. Th
highest correlation rate is the exchange rate a8 BXd the inflation as INFL is the 0.7304. It iDsis
that between this two variables got very strongti@hship or correlation. The another good relaiop
between two variables is the labour cost as GDR ®iverty and GDP with inflation as INFL that the
value is above 0.5 it is 0.5814 and 0.5546. Therréimge value of the correlation 0.20 to 0.49 hiedtg
consider as the good correlation value that ispbreerty with foreign direct investment as FDIA is
0.2571, infrastructure index as INFREX with povagy).3975. Next in the table 4.3.1 also havinghgei
conclude having the poor relationship or correfati@tween two variables in this research. The range
value of poor correlation value is below than (®d1he negative value. It show to the variablektidn

as INFL with foreign direct investment as FDIA wvalis -0.1330, the GDP with foreign direct
investment as FDI value is -0.0611, the exchangeaa EXC with foreign direct investment as FDIA
values is - 0.2244, the infrastructure index asREK with inflation as INFL value is -0.0611, the

infrastructure index as INFREX with exchange ra&XC value is -0.3146.
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3.3 Estimation Techniques Results (Random Vs Fixed Effects Mett@dSy)'s

To examine the impact of FDI in agriculture, inflation, GDBxchange rate and infrastructure on
poverty in  OIC  countries, this study consider a seff static panel estimation

techniques including cross

—section pooled Ordinary Least Squares (OLS), Fixed EffextsRandom Effects (RE) models. To
choose between cross -section POLS and RE model, the BreBagan Lagrange Multiplier

(LM) test was used to examine the null hypothesis that grer@o random effects. This hypothesis,
if rejected, would imply that cross -section POLS techmigunappropriate. In addition, in order to
choose between FE and RE model, the Hausman specificatiowasstised to examine the null

hypothesis that random effects are consistent and efficienia8y, if this hypothesis is rejected, then
the estimation results provided by FE model are found to be mbrest than others (Tang and
Aosedra, 2014).The Random Effects Method is the method thatribéoraacross entities is assumed
to be random and uncorrelated with the predictor or independeablear included in the model.

Advantages of the Random Effects is that can include timariant variables. The Fixed Effects
Method is to explore the relationship between predictor and outeari@bles. Each entity has its own

individual characteristic that may or may not influence thaeiopi
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Table 3: Panel data Estimation Results based on Random EffectsKRE( Effects (FE) & OLS

VARIABLES RE FE OLS

FDIA -0.344%% | .0.425%* | .0.481%*
[0.00247] | (0.00847) | (0.00214)

INFLATION -0.550*+* -0.401%+* -0.528***
[0.00434] (0.0111) (0.00333)

GDP 0.227** 0.254 %+ 0.215***
[0.0330] (0.0181) (0.0777)

EXC 0.0291 0.132* 0.529%**
[0.0225] (0.0558) (0.0144)

*k *kk Kkk

INEREX ?.0203 1.679 1.840
[0.00308 (0.124 (0.230

TIME Yes Yes Yes

DUMMIES

R-SQ 0.158 0.751

(FSTATISTIC) 0.0000

BP-LM 0.0000

HAUSMAN 0.0000

TEST

NO. OF

OBSERVATION S | 320 320 320

Robust standard errors in parentheses

*k 0<0.01, ** p<0.P50%1

Table 3 shows that the Breusch—Pagan LM test rejectswihehypothesis of no random effect,
demonstrating that the estimation results with RE modeiare robust than POLS. Then, the statistic
of Hausman specification test the RE model s

rejects nulypothesis  of

appropriate and more

efficient. In this case, the results of FE model are napropriate than RE model. Thus, this study
only present the results from FE panel data. In FE modelmibdel show that 42.5 per cent of the
variation in FDI in agriculture of OIC countries can be ekmd by the level of poverty reduction. As
expected, we find that FDI in agriculture have negative agwifiiant impacts on poverty in OIC
countries. This is in line to those of Gunduz and Hatemi (2005)iciGalu (2009), Akinboade and
Braimoh (2010), and Omri (2014). In table 3, it can see tifkdtion, exchange rate and the FDI in
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agriculture inflows have the highest impacts on poverty remludh OIC countries, followed by
infrastructure and GDP.The findings indicate that all theatdgs have significant impact at 1% except
for exchange rate (5% significant level).The results aesistent with the findings of Omri (2014)
and Al-mulali (2011). Lastly, this simultaneous equations resutticates that the poverty level in one

country can be an impact on FDI in agriculture inlows in ©@b@ntries.

3.4Diagnostic Test - System GMM

Table 4 System GMM Estimation Results for FE DynamicePBata

Dependent var. FDIA POVERTY
Constant -5.2164 14.6633
(-0.74) (1.43)
FDI AGRI -52.2200%+*
(-2.84)
POVERTY -115.0144**
(-5.12)
INFLATION +0.0005 -0.0002
(-0.89) (-0.53)
GDP 0.0132 0.0052
(0.32) (0.09)
EXC 0.0687 0.4220
(0.11) (1.11)
INFREX 0.1788** 0.0669
(2.22) (0.78)
AR(1) test (p-value) 22.11%** 23.33%*
AR(2) test (p-value) 0.1244 0.0433
Nb. Obs 320 320

Note: This table presents the results from the two-stepe®@y&eneralized Method of Moments
estimations using STATA. The coefficients and standard efiropgarentheses). The Arellano-Bond
tests are the post- estimation test to check the appromsatef the model (in parentheses is the
p-value). *, **and *** indicates significant at the 10%, 5% and [E4el respectively.

This study used a dynamic panel of the simultaneous equationficgpeci where lagged levels of
poverty are taken into account by using Sys-GMM estimateossistency of the GMM estimator

depends on the validity of instruments. To address this issuepngder two specification tests: the
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first is the first-order autocorrelation of over-identifyirestrictions, which tests the overall validity of
the instruments (the null is that the instruments are va@&bond is the second-order autocorrelation
test for error term, which tests the null according to whingret is no autocorrelation. Table 4 shows
that the Hansen test for dif-GMM estimation rejectthe null  hypothesis  of

over-identifying restrictions.

Therefore, results conclude that the sys-GMM estimator faE®mn tests indicate that the used
instruments are valid. Accordingly, the study conclude thatsiteeGMM estimation is robust and
appropriate. Based on the sys-GMM estimation, we finddhatperiod lagged value of poverty has a
negative and significant impact on its current value ated#l for FDIA panel. In addition, FDIA have
also negatively and statistically significant impacts onepiyvfor OIC countries at 1%, respectively.
The magnitude of -5.12 indicate that a 1% increase in podeyeases FDI in agriculture of OIC
countries by 5.12% respectively. The overall findings, for battatic as well as dynamic
estimations, show that FDI in agriculture of OIC countries essentially very sensitive to
the level of FDI in agriculture inflows. Accordingly, pglinakers should take into account

these phenomena in order to build sound economic policies to susiaon@c development.

Hypothesis Results

No of .
Hypothe Statement of Hypothesis Results
Sis
There is a relationship between poverty and for
H1 direct investment (FDI) in agriculture sector of OIC {Accepted
countries.
There is a causal relationship between poverty
H2 foreign direct investment (FDI) in agriculture sector (0FCEPted
OIC countries.

Table 4: The Hypothesis Statement

The empirical results show that highly important in policy ienpéntation that were related to the
explanatory variables have significant effect on FDI incadfure sector. Based on the empirical results,

the government should be focused and paid attention on FDI icultgre inflows other than other
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sector, particularly for reduction of poverty and agricultumgh in OIC countries. On the other hand,
based on the causality relationship that was found in this shedpaverty reduction become the most
significant variables to enhance the inflows of FDI in agtizel sector in OIC countries. There is no
doubt that poverty played a huge role in FDI in agriculture sest@overty has been considered as the
most important factor whenever investors are coming to brimgvestment into OIC countries. If the
poverty in one country is being too high, it is hard to convince forgigestors to cash in into the
agriculture sector in OIC countries. Nevertheless, thermimi wage policy should be well managed
by the OIC countries government whereby reduce in poverty casgang in the amount of FDI
inflows in agriculture sector in OIC member countries. &kecution of minimum wage policy by the

government in nevertheless being that crucial.
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A STUDY ON NON-PERFORMING ASSETS IN RETAIL BANKING

Dr Arfat Ahmad

Abstract

The present study investigates the relative magnitude andscafibad loans in banks. The respondents
of the study were the credit/advance managers working in vari@ush®s across seven different
banking institutions operating in the Srinagar province of J &KestThe managers believe that the
factors like bank specific, client specific and the mariabspecific have a considerable influence on the
level of NPA in these banks. They have attached highestismmiE to bank specific factor indicating
that the banks have to improve on their existing internal systeorder to curb the rising levels of NPA.
Within, the bank specific factors three elementary fact@sewhoroughly studied which influence the
level of NPA in banks. The respondents of the study attachetighest significance to the supervisory
authority factor indicating loop holes in the said area shoulgdligged to decrease the rising levels of
NPA. The respondents also believe that the right actides thy the managers of the banks can help in
reducing the level of NPA by 84.9%. the specific actions t@kert by the managers include reduction in
interest rates, obtaining credit information of the borrowaming the bank officials, increased use of
credit reference bureaus, using ratios in the process diiagial, emphasizing on project feasibility,
monitor of loan quality, using standard sanctioning procedure &iedsot

Introduction
Money lent sometimes becomes bad partly and in the banking maitasccalled as Non -Performing
asset (NPA). This study deals with the problem of havirumn-performing Assets and the factors
responsible for it. Irrespective of little setbacks, thee rof “credit” cannot be undermined when
compared to its usefulness to the economy. That is whgaomist said “credit has done more to enrich
the nations than all the gold mines in the world put togeti@rVernment of India nationalized the banks
to make them as an instrument of economic and social changkeandhndate given to the banks was to
expand their networks in rural areas and to give loans toitgrgmctors such as small scale industries,
self-employed groups, agriculture and schemes involving women.
Literature review
Non-performing assets are one of the major concerns for bahkdian NPAs reflect the performance of
banks. A high level of NPAs suggests high probability of a largebeumf credit defaults that affect the
profitability and net-worth of banks and also erodes the valukeoésset. Rathore et, al., (2016) argues
non-performing assets are a drain to the banks and suggestaedvtuaces provided by banks need

to be done pre-sanctioning evaluation and post disbursement cemtiteht NPA can decrease. Proper
selection of borrowers & follow ups required to get timelyrpagt. Kavitha. N (2012), emphasized on
the assessment of nonperforming assets on profitability its mdgrand impact. Credit of total advances
was in the form of doubtful assets in the past and hashegrse impact on profitability of all Public
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Sector. Banks affected at very large extent when non-perforasisets work with other banking and also
affect productivity and efficiency of the banking groups. SKajK & Sudarsananpillai (2013) says that
NPA is a virus affecting banking sector. It affects liquidihd profitability, in addition posing threat on
quality of asset and survival of banks. The study concluded\tPatstill remains a major threat and the
incremental component explained through additions to NPA posestajgestéion mark on efficiency of
credit risk management of banks in India. Mahesh (2010) exarthieetiends of NPAs in India from
various dimensions and explained how mere recognition of the probldmsedf-monitoring has been
able to reduce the NPAs to a great extent. Aggarwal, (201&8yzaal the comparative position of
nonperforming assets of selected public and private sector mammdia to find their efficiency through
comparative study. Toor N.S. (1994) stated that recovery of nborméng assets through the process of
compromise by direct talks rather than by the lengthy and qastbedure of litigation. He suggested that
by constant monitoring, it is possible to detect, the stickpwas, the incipient sickness of the early
stages itself and an attempt could be made to review thandjput it back on the road to recovery. Rai
(2012) in her study on Study on performance of NPAs of Indian @mniah banks find out that corporate
borrowers even after defaulting continuously never had the febard taking action to recover their
dues. This is because there was no legal framework touseitethe real interest of banks.
Objectives of the Study

The purpose of this project study was to find out the relati@gnitude of the causes of non-performing
assets with regard to all the causes in the seven canaineganks operating in India.
Research design
The study was carried over a period of two months and tiaewdes collected from the respondents who
were the credit/advance managers of the banks under studsesffmndents were served questionnaires
which focused on the potential causes of NPAs in the coomhdanks. The data collected from the
respondents was analyzed with the help of statistical s@&t®RSS, Version 16.0. The study aimed at
looking into the factors that contribute to NPAs in these bankéoreover, descriptive statistics,
correlation, regression analysis and comparative statistiegther with model fit statistics were used to
deduce logical conclusions.
Findings
The major factor leading to NPA as identified by the resposdsrihe bank specific factor which has the
highest mean value of 3.9821. Also from descriptive analifssevident that standard deviation for all
the variables is less than 1 indicate homogeneity in thecdiésted.
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Fig-1: Descriptive Statistics

Variables Mean Std. Deviation

Bank Specific

3.9821 2147
factors
Client Specific
3.4524 .2331
factors
Manager
3.6964 .3725

Specific factors

Pearson correlation coefficient was calculated to askes®lationship between the independent and the
dependent variables of the study. The above table exhibits gwtialr and strength among the dependent
and independent variables. From the table, it is cleaithkat exists a positive high correlation between
all the factors/causes of NPA, like, bank specifientlspecific, manager action, and the effect, i.e. NPA.
Among these relations, the bank specific factor is depictimgra high positive correlation to the extent
of 82.4 % indicating the fact that the bank specific cawmes primarily responsible for the
deterioration in the asset quality in banks. These causebBase which are considered to be within the
direct scope of the bank management.

Unstandardized Standardize
Coefficients | Coefficients RSquarg
R
Model B Std. Error|Beta t p-value
1 (Constant) .811 .832 1.97§ .000
Bank Specific | .148 .156 776 1.945 .000
0.929| 0.863
Client Specific | .149 .160 778 1.934 .000
Managerial
B .199 113 .849 2.761 .000
specific

a. Dependent Variable: NP,

339
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 11, No.2, 2019

Regression analysis was conducted to assess the imphetaafuses of NPAs on the level of NPAs in the
banks understudy. The regression table provides the result of mprtafficient of determination,
t-value. Coefficient is the slope of regression line and itamplthat 1 unit change in independent
variable will bring how much change in dependent variable. ddefficient of determination (R
explains how much variation in the dependent variable is exuaby the independent variable. The
value of coefficient of determination reveals how robusntioeel is, which is an estimated 86.3%.

Change Statistics

R Adjusted HStd. Error offR Squar{F Sig. H
Model R SquargSquare the EstimatqChange |Change |dfl df2 [Change

1 929 |.863 [.801 .31158 .863 114.120}4 9 .000

a. Redictors: (Constant), Client Specific, Manager speciBenk

Specific
The model analysis includes the independent variables and @epeadable. The linear combination of
the independent variables was significantly related to #yeermblent variable, R=.929, adjusted R
square=.801, F=114.120 (p=0.000). An estimated 80% of variancBAid\explained by the causes of
the dependent variables, thereby confirms the model fit.
The study also reveals that the major activity that léad$PA is priority lending sector and the major
factor contributing to NPA is the bank specific factor, thus m@gkit imperative for the bankers to
critically evaluate the bank specific factor before advankdags to the said sector.
Conclusion and discuss
Bank lending in Kashmir is characterized by problem of non-pemf@rioans. The high magnitude of
non-performing loans in commercial banks and the rate at whicbvitsgannually poses serious danger
to both banking sector and the entire economy. A lot of factoreeapensible for these anomalies in the
banking sector. They include mal-administration in credit prockssty in supervisory/regulatory
oversight by RBI, weak corporate governance and unfriendly ecorsituation in the country. These
factors contributed immensely to the excessive high lelvebnperforming loans in banks. Unless these
root causes of the problem are tackled as suggested aboywpliem of non-performing loans will
continue to have tremendous and debilitating impact in thendssiof banking Reduction of NPA is
necessary to improve profitability and comply with capitéguacy norms. It is always better to follow
proper policy of appraisal, supervision and follow-up of advancesoid &PA's. Indeed, risk attached to
lending cannot be completely eliminated. Nevertheless, le@tk has loan recovery policy giving details
of strategies chalked out for recovery of dues period vasgeted level of reduction of NPA.
In light to the problem of non-performing assets in the bankiogisedhe idea of self-regulation by banks
should be actively pursued. The RBI as an umbrella organiZatidrankers has a crucial role to play in
this dispensation. It is further suggested the practiceqflatory forbearance must be discouraged. The
regulatory authorities must act decisively by applying thieweight of the law whenever there is a
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serious breach of rules and regulations.
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Abstract

The present work critically examines the Indian economy in piespective of its challenges for
economic growth. An attempt has been made to identify theugsconstraints in the primary, secondary
and tertiary sector of Indian economy. The impediments thus idehtfe classified and presented as
generic and consequential economic problems. It was observedch¢hbkdlinood adverse impact of
identified impediments have posed incessant challenge tadlze economically, politically and socially
as well. This work further extends to accentuate the invéatiundertaken primarily to address the
challenges for economic growth and are oriented to ensure ripple-thewetfect of economic growth
through an increase in employment opportunities and economic equality.

Introduction

From the fundamental perspective India is doing better wiglardeto key macro- variable like, low
inflation, lower oil prices, falling interest rates, fallsubsidy and control fiscal deficits. In the recent
times (2015) trend was observed wherein net investment by donmssitution has been more than that
of foreign institutions. In 2015 FPIs have invested a net of rup@e80 crore into India stock markets,
where mutual fund net investment are than 4 times at ruf@$$x crore.

Topped Nielson” global consumer confidence India has achievedefgiee of macro- stability, of course
not immune to every shock, but to number of shocks. The pregentational scenario of global
economy provides leverage to Indian economy. Global liquidity,dommodity prices and low rates of
interest in global economies will keep pouring investments in bamdigguities in India. The forecast by
IMF 3.6% indicates prospect of global growth is not promising grghahal economic for 2016. As such
the economic growth 7.5% is an indicator of wealth, reflectiantity of resources available to a society,
nevertheless it provides no information about the allocationesiet resources.

Similarly ‘Make in India’ initiative result 48% FDI inflows India. But at the same time if the global
saving does upwards rise in global interest rates, thisreslilt outflow of hot money from India.
Especially, U.S.A returns from the long haul back to move aamominal interest policies may have
serious impact on developing. Thus, taping of outflow of foreignta@lap anticipating of hike in
international interest rates especially with reference.@AJrecovery is one of the major challenges of
India economy. This may leave domestic economy of India withdadiquidity problems. More on the
external force china has been consistently posing treat tothestic economy particularly to the steel
industry. China has been suffering from excess capacity oM30 steel industry, this result dumping
of its product in developing countries including India. At the séime, advanced countries constitutes
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around 60% of the world’s import demand, thus may worsen India teggctor. All this indicates that
India is recovering but yet not surging economy. Therefore tlsethei need to analyze the various
possible impediments and challenges to Indian economy which cowldriindia to pursue its objective
of economic growth.
Moreover the capital is mobile because of globalization,ttéans wherever the wages are low, capital
will move. Interestingly the global wage vector isn't risimgt the productivity of workers is rising. This
means surplus is rising. This leads to the redistributiomadnme from workers to capitalists. In other
words rupee shift from workers to the capitalists’ resultairiagssant growing income inequality not in
cyclic in nature but structural.
Similarly the adversities of present economic system arewldraped by French economist, Thomas
Piketty in his book “Capital in Twenty First century”. Taethor posits that, “the current return in capital
is higher the growth of economy”. This results in concentratibnvealth in the hands of few and
inequality among people increases.
Aims and objectives

To analyze the impediments in the growth of Inddaonomy.

To identify the initiatives undertaken to tackle #¢aconomic impediments.

To suggest remedial as well as corrective measaresnfront the economic problems of India.

Impediments

For the sake of convenience economic problems may be classfgeheric problems and consequential
problems. The generic problem may be defined as indigenous ingrgdirof economy like poor
performance of agriculture, lack of quality education and hesdtated problems. These are the
fundamental bottlenecks restrains an economy to propel. While asqoemsial economic problems are
impediments which subsequently have arisen from the genebeprs. The generic problems of Indian
economy spur from the fact that on 2.4% of world’s area and Wwb6 of world’s income, India is
maintaining 18% of world’s population. It clearly indicates ttmré is excessive burden of population
India. The primarily agriculture sector of India has occuikdost 43% of India’s geographical areas
and around 58% of the rural household depends on agriculture as thapl@nmneans of livelihood. So

if this sector does not run properly it is depressing for tbe@uy as whole. While as India’s agriculture
allied sector silk, forestry logging, and fishing accountsl®i11% share of GDP. This implies 58% of
population in India accounts and contributes only 16.11% towards GDP.

The reality is that Indian agriculture that largely provitleslihood to the vast mass has been suffering
from low productivity, traditional farming practices and supphaio bottlenecks. However, lack of
irrigational facilities stand significant bottleneck for theowth and prosperity of Indian agriculture.
Indian agriculture is mainly monsoon dependent agriculture and laastion facilities. Out of 142
million hectares of land cultivated annually, only 64 milllectares or about 45% have assured access to
irrigation facilities. Adding to it 75% of India’s basin is haldiless than 10 years average water. Even
now more than 55% of the gross cropped continues to depend on ragiar &ke Nitya Jacob, water aid
India’s head of policy, the ground water level are so depletird even good monsoon isn’'t enough to
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compensate for the effect of drought. He further added, thei® hope that agriculture sector to perform
better as the monsoon isn't favorable throughout India. Farmersraicia farming operation in fear of
continuous dry spell. The long neglect of agriculture may awinto be grave if required action isn't
taken immediately.

Not only irrigation, there is also severe shortage ofraeaking water in India. About 330 million, i.e.,
the quarter of the population is suffering from water short&gside irrigation problems, social
environment of the villages like Indian farmers beindeitkite, conservative and unresponsive to the new
agriculture techniques is the major obstacle in the growthdamdlopment of India’s agriculture sector.
Moreover,the growing pressure of population on land leads to fragmentatiagrimfultural land into
number of small uneconomical holdings. As such 81% of total holding kiag of less than two hectares.
India produces 106.19 million tons of rice from 22 million hectafdarml at an average yield of 2.4 tons
per hectare. India is placed at™7rank in rice production out of 47 countries. Moreover, the land
degradation is very high; almost 43% of land suffers frogh ldegradation results 33.67% vyield loss.
All this manifested India’s annual growth rate of agricultatré.1%.

This is supplemented by the fact that 48.6% farmers wereeli grimary because of low price of
agriculture products, indicate lack of credit and marketinditiasi The labor cost, fertilizer cost and the
cost of other input agriculture factors rise sharply as coenjoathe price of agriculture products, thereby
shrinks the profit margin. Such drop in prices of agriculture prtsdut domestic as well as in
international market becomes the possible reason for farsugciles.

According to the traditional economy theory, the share of agureulin national income falls with
economic growth, but then the share of dependent on the agricwdttr $00 should fall. In India
however, this has not happen, the share of agriculturedudiselbut not the share of people living on it.
Subsequently there is fall in income growth of rural economyis has led degradation in living
standard. Since the relative to the contribution of agriculimGDP, total employment share is as high
as 58%.

In the past, Indian economy has witnessed very sluggish in ¢hglgas reflected from the economic
plans mainly due to droughts, famines and trade restrictioradition, fatalism (philosophical doctrine
that all events are predetermined in advance for all tirestand human beings are powerless to change it)
is also responsible for consecutive poor performance of the led@mmomy. Consequently, this led to
abysmal social indicator that even natural environmental chdikgelseat, torrent rains and cold waves
take toll of thousands of lives every year. India’s socidicator of common man abysmal to the extent
that 194.6 million people in India are under-nourished, 44% of emldmder 5 year age are under
underweighted, 30% of global neonatal death occur in Indisordogy to Tendulkar Committee report
37.2% of Indian population is living below poverty line, compositd hB% of population in rural area
and 27.5% population in urban area. The 66 Round of NSS reports 21.928asvi0% reports NC
saxena committee of total Indian population is below poverty Based on the criteria of 47 rupees per
day, Rangarajan committee on poverty reports 29.5% populatioiviage below poverty line in India.
While as World Bank reports one third of global poor in India. In 18di% of women between 15 to 59
years of age are anemic. According to the report by $evehildren, India ranks 75 out of 77 countries
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on a scale of “best place to be mother”. The global hunger iofdiexiia is on 63 spot. Moreover this has
led to the cascade effect on education system as wesllicas 30% of children miss school for more than
5 days due to illness. This clearly indicates India’s ev@oeon various socio-economic and human
development indexes are low. As such alarming parametetad@n economy like poverty, poor
education, and unemployment nexuses are responsible to the ecorenuility.

The adversity is intensified by the decline in employmenputuglasticity. Low employment elasticity of
output is primarily due to capital intensive and unskilled lalogether it results frictional and structural
unemployment in India. India’s employment elasticity of .01 iegpkhat every 1% point growth in
GDP, employment increases by just one basis point. Thisedasse in unemployment level to 4.9%
reported by Labor Bureau, a wing of labor ministry. Unemploymerthé rural areas was not even
mitigated by the migration of rural labor to the urban in goditton of labor demand for infrastructure
sector. Despite a decline in urban unemployment rate, meaiuneamployment has worsen further as
such 93% of household surveyed benefits from MGNREGA. All thss |bd to the present state of
income inequality. In fact, not only in India but at globakllevncreasing inequality among people is the
most unprecedented economic problem. India has relatively hugelitggn income grounds measured
through Gini Co-efficient. This is primarily due to fallingimcome growth in the rural economy.

Under the sphere of identifying impediments in Indian economypditieok of financial, manufacture,
and export sector is also under the bleak shadow. Indian economy isgp#ssiugh select weak
macroeconomic indicators like index of industrial production, exploaisk credit to industry, wand weak
capacity utilization purchasing manager indices. The generitgese problems could be attached to long
lag between capital expenditure (i.e., demand stimulusjhendutput from such capital structure. Due to
long gestation period, particularly, small- scale seatospite of the their account for over 80% of
manufacturing sector are confronted with the problems of proper $upmbicure in terms of adequate
raw material, power supply, access to financial maretsobsolete production techniques.

Among the core industries of India, steel is suffering the mostarily due the imports from China,
Russia, Ukraine, Japan, and Korea. The casualty tothenl steel industry is further intensified by the
excess capacity of India steel industry and intermittpe tyf dumping in India, particularly on part of
China. All this materialize as poor performance of India’s ¢odeistries with creeping growth rate of
4.4% only and manufacture sector slow down contributing only 15%Dte ®&/hile as on international
trade the result is India trade deficit with china hits dillion dollars.

The industrial problems have also seep into banking sectondla tredit growth in steel, power and
sugar was higher than growth of industry (4.8%) as whole. The badit tw power, iron, and steel stood
15% of total domestic credit. The off late reaction eventuabult that, Indian steel sector is reeling
under huge debt pressure stressed steel companies with borrowddgbdfion dollars (over 196000
crore of rupees) are likely to be biggest concern for Indiamuneial banks in the years to come, says
report by credit Suisse. Adding to it, 37% of corporate India'somongs are held by companies, led by
steel firms, which are not generating enough revenues twedheir interest expenses. Adding to this
animosity of India’s steel industry, Consultancy Major Repaviy around only 2% growth in market,
steel supply is expected to increase by around 10% but a slowehgnodemand may lead to capacity
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utilization falling below 78%. However steel industry can neg@ sheen with the help of government
effort to curb cheap imports and boost local production.

Eventually, the poor performance ripple of core industriesestiiita the Indian banking sector as well. The
financial sector, especially banking chunk is suffering with hetgess assets particularly public sector
banks due to lending in iron, steel, power, and sugar industtiarseBank credit off-take dropped to 8.5
% against 13.4%. This is because the better rated corparatiesemove towards less costly capital
markets sources (Bonds and commercial paper). This resi®8a profitability dragged to 0.7%. In fact,
weak demand, capital constraints of PSBs and risk aversianlasteone year has led to low credit
take-off. Interestingly bad performers managed to getitciidreover, due to the economic slowdown
nearly rupees 7.05 crore of bank loan has fallen under tegarg of stressed assets. While as overall
India NPA stands around 10% of GDP. The ICRA study suggests kaokatek a policy intervention by
the government of India to reduce the stress.

The availability of credit relatively to the national incomestained partly since India has not been able to
facilitate the mobilization of savings particularly of shmahd middle class people. India has 630000
villages, towns and cities having less than 100000 bank branchesby leaving a huge vacuum in
banking system. India has only 26 public banks, and 20 private bank®taitbft1.8 trillion assets. This
clearly implies the savings in India are not mobilizedinarice for the capital expenditure of producing
sector, thus results in the disequilibrium in the macros ofamdiconomy. This has also led to the
negative impact on the credit availability in banks as ri@ney remains at homes not in banks.
Consequently, this led the escalating impact on the casipatal.

Initiatives

Addressing the unemployment, India is likely to rely on MSME8s account of the fact that MSMEs
contribute 40% of total export and 45% of total manufacture in 148i2,56 lakh entrepreneurs, 1061. 52
lakh of employee, India is trailing favorable support to the MSMiEancially and marketability
assessment — for this India has to attain literacy, laforms, good health for people. Privileged
supervision by government to MSME. These MSME will get firao the basis of the online marketing
performance. Tie up with e-commerce Company can be strabegyhd customer acquisition for the
banks as well as for the MSMEs. It further calls for loveey time or gestation period between capital
expenditure and supply per se, through technological developmentrapcebensive audit mechanisms.
In a way, India is imitating and adopting Asian type econoraietbpment model. The development of
Asian countries like, Japan, Taiwan, South Korea, and Chinaein lter phases MSME sector with
government supervision and direct involvement was mainly kesutoess for their countries on the
economic grounds while as Thailand, Malaysia and Indonesia hasabéero attain commendable
development performance. Other initiatives undertaken by au#®otiti address unemployment is the
establishment of multi-product SEZs, for example, a multi-pro8&Z in Tamil Nadu has potential to
generate employment in excess of 50000 over next decade.

Authorities in pursuit to check rural income inequalities and yoh@yment problem initiate biggest
flagship employment of government is MGNREGA 2005 further aimedutal development and
agriculture infrastructure. Direct Benefit Transfer (DBScheme project is instrumental in providing a
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platform for direct transfer of benefits and subsidy under vagousrnment schemes. Further in order to
improve employment, elasticity of output index, skill developnmrogrammes were put in place. While
as mid-day meals, and NHM — NHRM, NUHM, RMNCH +A and INAR oriented to improve social
capital indicators.

Introduction of seven-step Indradhanush framework was made to petvenPSBs, infuse rupees 700
billion into PSBs over FY15-FY19 and setting up of bank board buceabe performance evaluation of
PSBs could ensure timely senior- level appointments reducecpbliitervention and bring greater focus
onto improving operating metrics. While as the problem of Né&saddressed through bankruptcy code
mechanism by which bank loans can be resolved faster @i ootirt settlement.

To address the need of fund for the infrastructure developmeianaalnvestment and Infrastructure
fund (NIIF) and strategic Debt Reconstruction are implantetthéyninistry of finance and RBI.

In order to set macro level disequilibrium pertaining to thp o income-saving-expenditure, financial
inclusion and financial literacy programmes are supposedt tinesenechanism in proper order. As per
RBI ‘Financial Inclusion and Financial Literacy’ are twailars, where financial inclusion act on the
supply side i.e., for creating access and financial titeects for the demand side, i.e., creating demand
for the financial products and services.

For the smooth run of economy it is imperative to achieve meanoeic equilibrium equation of
national production- national income-national expenditure. For thitemaropensity to consume and
propensity to saving are important determinant of macroeconomitibeigon. It is important for the
macro equilibrium that income earned must be circulated battk the system either through
consumption or investment of saving thereof. In the Indian siceitds quite evident for the fact that
India lives in 630000 villages and have only 100000 bank branchesllitila¢ davings accrued from
income earned do not goes back to the monetary circulatsd@nsyThis calls for need of initiatives like
as demonetization of currency to set the macro economicsbemunii

Similarly in order to address the depreciation in the oggreexchange value initiatives like gold
monetization and foreign currency non-resident deposit (FCNRO)ssar@ introduced.

Conclusion and suggestions

The present economic problems in the India aren’t cyclic buttstaland it is very hard to rectify. As
such the prolonged stagnation in the primary economic sectadia is responsible for the prevailing
structural economic disequilibrium and to it Keynesian demandigegment system won't work due to
imposition of “authority measure” insisting on balance budget piiynaecause Economists want their
budget balance while as capitalistic want their tax burden Wll this nullified the functional utility of
Keynesian demand management allowing thereby gateway opecctsional economic bubbles.

It was also observed that one of the basic structural probiieindia lies in its agriculture sector spur
from lack of irrigational facilities. This is the time $tir up the conscience of the powers. As such, India’s
man made drought is the result of non-seriousness about wateitysas such you have reserve police,
reserve army but you don’'t have reserve water. All this itelicdameful slur on the successive
government that they have not taken the water crisessssizeisly or planned to mitigate the suffering.
To capitalize the favorable economic momentum there is neespded up the structural reforms
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implementation by relaxing long standing supply bottlenecks eslyeicidhe mining and power sector.
Moreover the major challenge to the India economists andypolakers is to ensure economic growth
(expected GDP growth 7.5%) would trickle down to poor and thus aléepbverty.

On examination of domestic the poor performance of the core igdieftect a sluggish industrial
recovery and raise question mark on the government’s revisedg@fh projection. Moreover service
sector which is a part of “Make in India” initiative hasteong linkage to core sector like steel and fear to
be affected too. Adding to it “Make in India” campaign wittylkpriority of creation of jobs will be lost,

if India isn’t globally competitive on factors like infrastruas, input cost, ease of doing business, low
cost finance, and pragmatic labor laws.

However my personal conviction is the capitalists in Indiadhto be socially responsible for wiping off
inequality by making rationalization of wages on equity principlpeeially at the non-executive level
employees working down to line on the organizational chart. i$thecause the very complex nature of
present economic problem can't be resolved by the applicationatfanied economic model but by the
responsible civic and social behavior on part of individual, catpdoodies, and administration at large.
This is time to realize that, it isn’t only about achievimgrmomic growth on certain parameters but it
should be inclusive to the domain of social welfare. As seehn if there is zero growth but the same
income is distributed in such a way that people are able thase enough necessities for themselves
that the system can run well. In the words of Nelson Mande&lercoming poverty isn’t gesture of charity.
It is the act of justice. It is the fundamental human rigfn, right to dignity and a decent life, where
poverty persists there is no freedom. Nevertheless, §saktained poverty reduction cannot be achieved
unless equality of opportunity and access to basic serndga@ssured. In fact, goal of reducing inequality
must be explicitly incorporated in policies and programmesediat poverty reduction. The remedy so
soughed to this was social welfare schemes. However, dgaimplementation of social welfare scheme
and their outcome is under susceptibility of frauds. Thus doemsate visionary results.
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