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Abstract

Those constituting the old proportion of our population in the UniteceStaho are 65 and over are
expanding at a rapid rate. In particular, the number of etddsthose who are 85 or older, are actually
increasing at a faster rate in comparison to young-olds (6%47d)old-olds (75-84). However, in the
research community, an often-neglected segment of oldsagefortunately the oldest-old. As leisure
research continues revealing the tremendous impact leisutewarsm involvement has on one’s quality
of life and its power to predict one’s life satisfactionisitcrucial for tourism professionals to identify
travel-related barriers for individuals of advanced ageolsier individuals can sustain their leisure
engagement. This study, by comparing the perceived travelraioms of the oldest-old with the
young-old and old-old, identifies travel barriers specific todldest-old. The findings of this study will
help tourism professionals to assist those belonging to thisesegf the old population in negotiating
their constraints, enabling them to continue enjoying leisureltess/they advance in age.

Keyword:
Oldest-Old, Old traveler, tourism, Travel barriers

Introduction

Those constituting the “old” proportion of our population in the UnB&tes who are 65 and over
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are expanding at a rapid rate, especially as the Baby Bearnatinue growing into retirement stage

(Dunkle, Roberts, & Haug, (2001). However, an often-negleatgthent of old-age in tourism studies

are those constituting the oldest-old (aged 85 and over). The nofdddest-old is actually increasing

at a faster rate than the young-old baby-boomers (65-74) or evenidtold (75-84). According to the

UN Dept. of Economic and Social Affairs, by 2030, the oldesti®ldxpected to have increased by

151-percent on a global scale since 2005, compared to 104-percemts®6thand older (UN Dept. of

Economic and Social Affairs, 2005). According to the Federakrdgency Forum on Aging Related

Statistics, by the year 2050, those 85 and over will constingen four older adults (Dellinger, 2012, p.

27) However, despite the tremendous growth that is taking plahewhe oldest-old population, many

researchers in the leisure and tourism field have yetdognize this population trend among the older

adult community and continue viewing old-age as an umbrella temping everyone over the age of

65 in to the same category (Lee, Chen, & Hewitt, 2011 eNkeless, research is showing the older

population is far from being a homogenous group. The oldest-old daafic travel needs differing

from the young-old and old-old due to significant health declireu{@t, Gaudart, Leder, & Schwartz et

al, 2012), a lack of travel companions (McCluskey, Thurtelkm@on, & Kendig, 2011) and higher

frequencies of no longer holding a valid driver’s license (Dgér, Sehgal, Sleet, & Barrett-Connor,

2001).

However, the question then arises: “Why should researzkersn on the oldest-old so that even

those 85 and over can still enjoy leisure travel?” In Nilss@mn&oang, Fisher, Gustafson, et al. (2007)’s

research on the correlation between both leisure and occupaityegement with life-satisfaction for

2
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those over 85, they found that those with lower leisure participhtid statistically lower life satisfaction

than those with higher rates of leisure participation. Realsts revealed that occupational engagement

only explained 12-percent of the variance in life-satisfac Leisure was therefore a much stronger

predictor of life satisfaction (Nilsson et al., 2007). Pgstition in leisure may even help older adults defy

ageism and portray themselves in a more positive light batiemselves and others (Dionigi & Horton,

2012, p. 32). For example, older adults, including the oldest-did, emgage in competitive sports find

that it increases their self-confidence, provides therh aisocial life, and allows them to defy the ageist

stereotypes prominent in society (Dionigi, 2006). Researchhmagnsthat engaging in leisure, including

tourism, improves quality of life (Neal, Sirgy, & Uys&004). Further, as age increases, individuals may

find they have more and more time for travel due to freedom fvork and family roles (Kleiber &

Genoe, 2012, p. 44). Therefore, there is clearly a nestlidly the oldest-old regarding their barriers to,

and preferences for travel so they can sustain thelthigdaisure life styles. Unfortunately, little research

has been done in the tourism or gerontology fields about this ségrmavel-related issues. This study

attempts to compare the oldest-old with the young-old and old-ofanrstof potential barriers to travel,

particularly health concerns. The ultimate goal of thisaesh is to help tourism practitioners to identify

and negotiate travel barriers encountered by the oldestimddhling them to continue enjoying travel as

they grow into advance in age.

Literature Review

A number of research have revealed that it is commpthbse over 65 to encounter some barriers

3
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

that make their travel more difficult, particularly whdmey have a certain level of health complications
(Blazey, 1992; Kazeminia, Chiappa & Jafari, 2013; Alon, Shi&itChowers, 2010). Patterson (2006)
found that travel is very common amongst early retireesghiery health issues become more of an issue
as age continues to progress, which can make vacatiomtomne complicated. In Nilsson & Fisher’s
(2006) interviews with 156 older adults 85 or older regarding four mbioas of leisure: interest,
performance, motivation, and well-being, nearly two-thirds ofigipants suffered from cardiac disease,
most had battled or were battling musculoskeletal issues5amercent suffered from two or more
medical conditions. In Sato-Komato, Hoshino, Usui, & Katsura’'sl20nterviews with 15 older
individuals ranging in age from 81 to 98, over half of pgrtints suffered from some sort of
cardiovascular disease and four others suffered from caclvemic pain, or a respiratory disorder.
Obviously, in planning vacations and travel destinations or othsuré&iopportunities for oldest-old
individuals, Their health conditions must be taken into considerati

Previous research has shown that older adults tend to mefeadiventurous, low risk trips, and
organized tours (Alon, Shitrit, & Chowers, (2010); Aro, VaSichreck, Turtiainen, et al, (2009); Gautret,
Gaudart, Leder, & Schwartz (2012)). However, this body of reBedid not give specific attention to
the oldest-old, instead, older adults across a broad range afexg studied. In general, older people
prefer trips requiring less exertion than the types of ekoos younger people may enjoy. As old-age
continues to progress, less exertion will become morepoibaty due to a progressive decline in health.
Professionals in the tourism or recreation field may neeconhsider the planning of organized tours,
design some seated activities at destinations, and look dgs w0 make recreation less physically

4
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exerting for oldest-old individuals who may suffer from chrordspcardiac, and/or respiratory issues as

previous research has indicated as being common amongsophiation (Sato-Komato, Hoshino, Usui,

& Katsura, 2015).

Since the unfortunate truth is that health status tends tmedam the result of increased fragility

and the emergence of chronic conditions as individuals grow info @ldeage, traveling may be more

difficult for the oldest-old due to increased spending on meditgtassistive devices, and doctor’s bills.

According to the American Association of Retired PersonsRRAIn 2002, during the year 1996, the

average per capita health care expenditure was only $2,98&a between the ages of 50 and 64 but a

whopping $7,453 for those over the age of 85 (Coughlin, & D’ambrosio, 2@d)en-Mansfield,

Shmotkin, Blumstein, & Shorek et al. (2013) conducted a longitudindy 4ty collecting three waves of

data (1989-1992), (1993-1994), and (2000-2002), comparing participants betwesgeshef 75-84,

85-94, and 95 and over on demographics, health, function, and wejl-batched cohort comparisons

revealed that income declined as age progressed to 85 angeowealth service use, such as doctor and

dental appointments, significantly increased. Declinestinies of daily living (ADL) and instrumental

activities of daily living (IADL) functions, cognitive functigrmobility, and functional health were all

significant for the oldest-old. Over time, study participae{®orted increased comorbidity and decreased

subjective health (Cohen-Mansfield et al., 2013).

Another barrier making it harder for older adults to enjoyatrevaccessibility

Transportation complications related to physical mobility ortivaeor not individuals still own a car or

hold a valid driver’s license are major constraints to tréarethe oldest-old. In Davis, Fox, Hillsdon, &

5
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Coulsdon, et al.’s (2011) study of rates of physical activitpseca seven day period for 725 older adults

70 and older, they found that those men and women between the &gearaf 74 and high in physical

function made five times as many weekly trips by automobile these over 85 or low in physical

function. Participants who did not use a walking or mobility amdade twice as many trips via

automobile than those who use such aides (Davis et al, 2014)sdddests that taking vacations may be

significantly more difficult for the oldest-old than for theung-old due to significant declines in driving

frequency and impaired mobility as a result of deterioratieglth. In Dellinger et al.’s, (2001)

cross-sectional study evaluating what factors play a roteeirdecision to drive or no longer drive, the

mean age of the 141 participants who had stopped driving withilashdive years was 85.5. Most of

those who had stopped driving within the last five years weraen and the most common reason given

for no longer driving were medical conditions such as visiorkifson’s, or age related problems such as

slow reaction time (Dellinger et al, 2001). Since the old&bstexperience heightened rates of physical

and cognitive decline compared to the young-old and old-old (Letcab2015; Cohen-Mansfield, 2013),

driving can become more complicated, or even dangerous for theaming that many oldest-old may

need to find transportation alternatives or ride with a drivetr affected by mental and/or physical

conditions that could impact their ability to drive.

Interestingly, some research has found that the transportaditberns of some oldest-old is

associated with their gender. Of particular interegh& in Dellinger et al.'s (2001) study of driving

decisions, most of those individuals who ceased driving wereem (65%) and the women participants

were more likely to report than the men that someonecglsll drive them. In Adler and Rottunda’s

6
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(2006) series of three case studies with four men and eighemwaoamging in age from 70 to 85, which

examined factors involved in making the decision of whether orta@bontinue driving, the female

participants drove an average of 47 years before giving uplitense while the male participants drove

an average of 69 years. One of the male participants ssquiehat giving up his license made him feel

like he lost some of his masculinity and that it hurt hit@ahfidence. Participants expressed that it was

harder for men to give up driving than it is for women (Adler &uradia, 2006). One man had macular

degeneration for four years but persisted at driving until heatig failed the eye exam while a female

participant said her husband refused to give up driving even kéving multiple small strokes and

experiencing slow reaction time (Adler & Rotunda, 2006).

In the survey conducted by Kostyniuk & Shope (2003), the results eevdat widowhood is

also a major factor in transportation patterns of the ololdstKostyniuk & Shope (2003) telephone

surveyed 1,053 drivers and former drivers 65 and over to examaigiah making regarding choices of

transportation and transportation alternatives for those who $taypped, or will soon stop driving,

finding that for drivers and former drivers alike, women wtnee to four times more likely to be

passengers. For women who were still driving, their husbandsuseaedly the drivers and those who no

longer drive, who were twice as likely to be widowed tharrent drivers, were usually driven by their

adult children (Kostyniuk & Shope, 2003). Being that women may be likelg to cease driving sooner

than men (Adler & Rotunda, 2006) and some are more often passemgiees husbands than they are

drivers (Kostyniuk & Shope, 2003), widowhood may have important imitstfor transportation.

Widowed women may find it more difficult to travel if constied by no longer having their husband

7
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around to drive when going on trips. In Cohen-Mansfield, et @013) longitudinal comparison of three
age groups: 75-84, 85-94, and 95+, results showed that for those wheduhe three waves of data
collection (1989-1992), (1993-1994), (2000-2002), rates of non-married statusy(mwathwhood),
increased to 73-percent over time for those 85 and over. Thtlse fravel and tourism field must strive
to find ways to make transportation accessible to oldestvimldwed women. One emerging idea in the
tourism literature with great potential to alleviate ttssportation burden for oldest-old men and women
alike who are widowed and/or no longer drive is travel companionship.

A key barrier to leisure travel for the oldest-old is eklaf companionshipMicCluskey, Thurtell,
Clemson, & Kendig (2011) studied 96 older adults between the afy 70 and 99, finding a major
constraint reported by these participants is not having someoge Wwith. Baltes and Baltes (1990),
using socio-emotional selectivity theory, postulated that asithdils progress through later adulthood,
they tend to want to spend more time with family members oetiddeom they are already close with
rather than spend time meeting new people, which suggestsothadth widowed and non-widowed
oldest-old, traveling in a group with close friends or fanmigly allow for vacation taking to remain a
reality. Being a part of a group with younger and/or more palgitit companions who still drive may
help the oldest-old feel more secure and provide them witiesne to watch out for them or be there in
case of an emergency. In Alon, Shitrit, & Chowers (2010) cosganf physiologic constraints between
travelers in their 20s and those between 60 and 82, they fourttidba between 60 and 82 prefer to go
on trips that are pre-arranged and involve tour like activiieggesting that they feel more comfortable
with the company of other people. In Kazeminia et al.’s (281}y of travel constraints given by those

8
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between the ages of 50 and 64 in online travel discussionsf dme major discussion topics was how to

find a travel partner. Multiple study participants said thaiveling with grandchildren, children,

significant others, or close relatives is particularhytifyimg. Others suggested that traveling in groups is

great for those who are physically disadvantaged or widowedhvainéctwo circumstances that are very

common in oldest-old age (Cohen-Mansfield, et al., 2013). Additigrparticipants mentioned in their

discussions that joining travel groups is a great way to devVepmships and gain emotional support

(Kazeminia, et al., 2015).

In sum, previous researdias unveiled complications related to health, transportaliaR, of

companionship, and/or widowhood in old age that pose as travel barri@f particular importance is

that the oldest-old are at more of a travel disadvantage whepared to the young-old and old-old.

Those 85 and over are significantly more likely to be widoy@zhen-Mansfield, et al., 2013), meaning

vacation travel can be more difficult or less enjoydi#eause of the loss of who may have been one’s

most favored travel companion (Kazeminia, et al., 2015). Perthappotentially biggest constraint to

travel for members of deep old age is declining headttus. Multiple researchers have documented that

as older people continue to progress through old age, hestlils 8till continue to drop (Patterson, 2006;

Nilsson & Fisher, 2006; Sato-Komato, et al., 2015; D’Ambrosicle 2012; Cohen-Mansfield, et al.,

2013). As a result of worsening health, transportation is alsoeajor constraint for the oldest-old

because physical and/or mental health complications make it diff@alontinue driving (Davis et. al,

2011; Dellinger et. al, 2001; Adler & Rotunda, 2006). Travel congueshiip may be a suitable alternative

for oldest-old who no longer drive or widowed women who no longer herehusband to drive them.

9
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Baltes & Baltes (1990) found in their research that as indilsdyraw older, they reap emotional rewards
from spending time with close friends or family, which sug¢gdsat traveling with family or long-term
friends may be particularly gratifying for the oldest-old.

While health decline, transportation difficulties, widowhood, ardck of companionship may
make vacationing more of a challenge for the oldest-old cittisal researchers and the tourism industry
collaborate to find ways to allow vacationing to remain aitgefdr even those of deep old age. Leisure
participation is associated with higher quality of life mv¥er those 85 and above (Nilsson et al., 2007;
Neal, Sirgy, & Uysal, 2004) and can help the oldest-old defgist stereotypes and improve their
self-esteem and quality of life (Dionigi, 2006).

Method

Data were collected during the years 2012-2015, mainly in #tessof Ohio, Indiana and
Michigan. College student volunteers were recruited to conayaerson interviews. A questionnaire and
an interview instrument were developed after conducting arsgsite literature review, along with the
administration of a focus group (N=5, age ranged from 64-78). quibstionnaire includes four sections:
Demographics, health status, leisure life style, and ltrastivities. The measuring constructs in the
analysis include perceived health status, reason naavelt taking a vacation in the past 12 months,
encountering health problem on the trip, and demographic infematimong these variables, perceived
health status and reason not to travel were operationalizedchviive-point Likert scale, where 1 equals
strongly disagree and 5 equals strongly agree, with higheessaaticating having more health problems
or difficulties to travel. For example, the respondents weredagkéndicate their agreement to these

10
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guestions: “In general, you feel good about your health statusy 8pn’t take a vacation because you

cannot drive a car anymore.” The questions “Encountering a healtlepr during the trip” and “Taking

a vacation in the past 12 months” were answered with YesNandnswers. Standard demographic

guestions were asked for age, gender, race, marital stalwsation level, and household income. As a

result, a total of 423 questionnaires were completed. Afeesdrting out of interviewees ages, only those

aged 65 and beyond qualified and thus only their surveys werel, seequentially, a total of 339

interviewees’ questionnaires were kept to participate inaltzddysis.

Data analysis was conducted with SPSS software, versiOn B@th descriptive and inferential

statistics were employed for data analysis. The desa@iptivethod documented respondents’

socio-demographic information and mean score descriptions of yEnicednstraints for reasons not to

travel. The chi-square test was used to examine diffesceamong the three age segments regarding

whether or not they took a vacation trip in the past 12 moRtirgher, participants’ health statuses were

compared within three different groups (young-old vs. old-old vsstiold).

Finally, one-way analysis of variance was used to determihether statistically significant

differences existed among mean scores of the percemestraints as reasons for not to travel and

post-hoc analysis was used to further examine where difesengst among the four sub-groups.

Results

Of 339 respondents, 54% were young-old (N=184), 33% were old-old (N=iB),3% were the

oldest-old (N=42). The participants were predominantly older wo(68%, N = 230), and the old men

constituted 32% of respondents (N=108). The age of the saamged from 65 to 96 with a median age
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equating to 74 years. The majority of participants werkrstitried (N=187, 55%), while 40% (N=137)

were widowed and a small portion (N= 12; 4%) reported theg wever married. Table 1 documents this

demographic information.

Table 1 Demographic Profiles

Age N %
65-74 184 54
75-84 113 33
85+ 42 12
Gender

Male 108 32
Female 230 68

Marital status

Married 187 56
Widow 137 40
Never married 12 4

Further, descriptive statistics revealed that 70% of respdsmdeported they had taken a vacation

in the past 12 months, vs. 30% who did not do so. This result wderfuexamined by breaking
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respondents into three age-segmented groups amdngua chi-square analysis. The cross-tabulation
showed significant differences among the three ssggnented groups. Interestingly, more than 70% of
young old (74%), and old-old (71%) groups both r&gub having taken a vacation in the past 12 months,

while over half of the oldest-old (55%) indicatéey did not do so (Figure 1).

Figure 1. Comparison of statement “have take a vad@an in the past 12 months across groups”

The analysis of self-reported health conditions@a-square analysis that was used to compare
the three groups indicated the majority of yound—&8%) did not register a chronic condition while
fifty-one percent of the oldest-old already hadhaoaic condition. Plus, thirty-three percent of the
oldest-old had sustained some form of injury in plast 12 months and forty percent reported sufferin
from a fall-related bone fracture. On the otherchammly fourteen percent of young-old reported rigsi

in the past 12 month and only twenty-two perceffesed bone-fracture problems.
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Descriptive statistics in Table 2 indicated the constigeéms that were rated with the highest and

lowest mean scores. The item with the highest mean s@wél will go if a family member will go with

me (mean = 3.41).” The perceived constraint with the lowestn scores were “don’t want to meet

Stranger (mean = 1.74)” and “l cannot drive a car anymoeaii = 1.74)” Most constraint items were

rated with a mean score below 2.0 based on a 5 point ltjymtscale. This indicates that on average,

respondents tended to disagree with identified constrabenstats with the exception of the item “I will

go if a family member will go with me” which was posdly coded (differently from others items).

Table 2. Descriptive statistics for perceived constraintems

Constraint items N M SD

No Interest 330 1.95 1.22
No Money 330 2.34 1.19
No one to go with me 331 1.92 1.12
Don’'t know where to go 330 2.02 1.03
No time 331 1.95 1.12
Will go if family go with me 329 3.41 1.26
Too old to travel 330 1.96 1.23
Cannot drive anymore 331 1.74 1.20
Don't like to meet a stranger 329 1.74 .97
My health can'’t afford to 330 1.90 1.09
travel

The results from the one-way analysis of variance revah#dsignificant differences existed in

many respects regarding reasons not to travel, including “noyyidne time,” “feel too old to travel,”

“cannot drive anymore,” “don’t want to meet a stranger” anclthecondition cannot afford me to travel”

(Figure 2). The LSD Post-hoc test was then run to disostere differences occur among the three
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age groups regarding these items. The respondents in theattgeoup expressed their most significant

concerns regarding travel were feeling too old (F=22.11, P<&@®dxot being able to drive a car any

more (F=16.87, P<.000), while young-old indicated

they are signifycahort of time (F= 3.37, p< .05)

and money (F=4.3, p< .01) when compared to the oldest old resgendhe oldest-olds also indicated

that “They don’'t want to meet a stranger” and “Health cannota@tio travel” as other main reasons for

them not to travel, which is significantly different from thilaer two groups. Table 3 displays results of

the post-hoc test from a one-way ANOVA, dividing respondents ihree subgroups.

Figure 2 Significant differences revealed among four age-gmented groups

2 | m6574 07584 O>84 |
25 [ ]
2 ] |_ ||
15 . | |_ |
1 4 -
0.5 | |
0 ‘
No money No time Too old Not drive Stranger Health problem
F 4.35 3.37 22.12 16.87 8.56 9.01
p <0.01 <.05 <.000 <.000 <.000 <.000
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Table 3. Post-hoc test of differences among three age-segmteeingroups

No Meet a Health
Age Money No Time Too old Not Drive Stranger Issues
65-74 257 2.06' 1.6F 1.44 1.6F 1.7¢
75-84 2.17 1.88 2.24 1.93 1.74 2.00
85+ 2.1¢ 1.60 2.80F 2.60F 2.37 2.48

" Different superscripts indicate statistically significdifference between groups

The study also revealed that there are a few shared ymdcebnstrains across the three
age-divided groups, including no interest, no one to go with, don’t kmbere to go, and will go if
family members go with me.

Discussion

This study compared the sub-groups in the late life stajesy@ung-olds, the old-olds, and the

oldest-old) and attempted to determine specific travel-gbldtarriers associated with oldest-old

individuals. The findings of this research revealed that sogmf differences exist regarding older adults’
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perceived constraints to travel. The oldest-old adult® widferent from young-olds as well as those

respondents in the old-old categories. They expressed adgabbf concern regarding their health

conditions when it comes to travel. This is a consistentriindith previous research in both leisure

and gerontology studies that revealed a significant change widodi health status once reaching 75

years of life (Beales & Tulloch, 2013). Similarly, resgam the tourism field has found that older folks

tend to show a high peak in travel during their early retirgngears, then slow down when they reach

age 75. The findings of this study support previous researchugheérfvalidate the existing literature

regarding constraints for older travelers.

Further, the oldest-old rated high on no-interest to meet straiag their reason for not to travel

in comparison with their other two counterparts (the youdgamid old-old). In tourism research, it has

often been reported that meeting a new friend is a mativdtir some people to travel. However, for

those oldest-olds in this study, they tend to disagree tvétpopular tourism literature. As a result, to

meet someone new may not be a good motivation for older folkeathsoffering the opportunity to

spend travel time with family and friends could be a motirethese senior participants. Supportively,

Baltes & Baltes (1990) indicated that an individual's emotiot@daness to loved ones increases as they

age. This statement can also be evidenced from a shardrhodreanong all three age-segmented groups:

“will go if a family member will go with me,” gaining theighest mean score (3.41).

The oldest-old and the old-old showed significant differencethentems of “feel too old to

travel” and “cannot drive a car anymore” from the young-old grouptolmism study, the research

community suggests that during the earlier retirement yé@neel tendencies increase. In the current
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study, we found many older people did not feel they are too oldveltuntil they reached age 75 and

beyond. Therefore, our study is consistent with precedent tourssarod.

Research implications and limitations

The findings of this study have a profound implication: As our dif@ectancy continues to

increase and the life course of many individuals alreadyeir tater life stages continues stretching,

interests, preferences, and needs of older individualdferatit age segments clearly become distanced

from each other. We found older adults in three differentsegeaents perceived their health condition,

aging process, and travel preferences differently whesorites to reasons not to travel. Therefore,

services and research on older travelers must recognigedpulation trend and reorient their efforts

towards improving travel experiences for older adults withet#ig stages of late-life.

This study also found that the oldest-old indeed expressedmeeatrn for not driving a car as

a barrier to travel. Since the findings of this reseaatongruent with previous literature documenting

that the oldest-old are significantly less likely tketdrips by automobile than the young-old (Davis et al.,

2011), travel companionship is imperative to allowing the ¢ldiesto continue enjoying leisure travel,

helping them maintain high quality of life.

While the findings of this study have contributed to the rebemnd tourism service communities,

still, no research can be immune from its limitations.sTil@search has a few shortcomings due to a

non-random sampling method used for the data collection. Ty selied on available, convenient

subjects; consequently, this may have threatened its extadithty. Thus, it may be limited in its ability

to be generalized to the entire population.
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The other limitation of this study is its low sample siaethe oldest-olds. According to the UN
Department of Economic and Social Affairs’s report, the roldepulation who are85 and over is
projected to be the fastest growing segment (increase by b 2¥%30).Consequentially, this study may
soon not be considered as representative of the fast-growing-oldgmpulation. For future studies, we
recommend increasing the sample size of oldest-olds or usighte@ adjustment techniques to allow
for the sample to represent the true population.

Regardless, the results of this study will certainly alprofessionals who provide services in the
tourism and leisure industry to further differentiate preferemacesng older adults in various later life
stages to ensure specific needs are being satisfied athengoung-old, old-old and oldest-old

individuals.
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Abstract

Purpose: The research objective is to measure the role afxjuand xinyong among Chinese entrepreneurs, iedigan the
partnership relationship between cellular phonailests and their suppliers at the Giant HypermalBekasi, Indonesia. The
research aims to test the effect of supplier coemet on conflict handing, the effect of suppliempetence omguanxj the
effect of supplier competence on commitment, tHecefof conflict handling orguanxi the effect of conflict handling
onxinyong, the effect of conflict handling on stdidion, the effect of conflict handling on commént, the effect ofuanxi
onxinyong the effect ouanxion satisfaction, the effect of commitmentgueanxj the effect of commitment on satisfaction,
the effect ofxinyongon partnership relationship, the effect of satisém on xinyong and the effect of satisfaction on
partnership relationship.

Design/methodology/approach This research used 248 samples and the respondergscellular phone retailers at Giant
Hypermall in Bekasi, Indonesia. This research (8 analytical technique with Smart Partial Leaga&es (SmartPLS).
Findings - The result confirmed thirteen out of fourteepbtheses, and the fifth hypothesis was unsupported.
Originality/value — This research contributes to the study of guamd &inyong on Indonesian-Chinese business

relationships.

KeywordsChinese business, Guanxi, Xinyong, Personal Relsttip
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1. INTRODUCTION

Cellular phones are retailed, especially at Giant HypkrimaBekasi and are dominated by Chinese
retailers. Furthermore, the study was moved by an intereptiegomenon of partnerships between
Chinese retailers and Chinese suppliers in retailing celph@nes in Bekasi, Indonesia. Partnership
relationship between suppliers and retailers was buili@sgaterm relationship by Chinese entrepreneurs.
Personal relationship and trust relationship has been the ibasie overseas Chinese business network
(Purwanto, 2014), likewise in this case. In the Chinese soajatal model, personal relationship was
identified by the termguanxi and personal trust was identified by the texmyong(Purwanto, 2014).
The retailers buildyuanxi and xinyongwith suppliers through utilising ethnicity, ethnic language and
trust.

The previous studies showed the phenomenon among overseas Chirgggergurs. Leung et al. (2005)
found the role ofguanxi and xinyong on partnership relationship in Chinese relationship marketing.
Purwanto (2014) found the effect gianxion xinyongand the effect okinyongon Chinese partnership
relationship. The study was conducted in Jakarta. Huang @04B) found the effect ajuanxion trust

in Chinese business, and the trust has a positive effectinagélbusinesses being successful.

Based on above background, the study investigated thefrglenxiandxinyongon the partnership
relationship between supplier and retailer among Chineseepeeneurs in Bekasi, Indonesia. This
conceptual framework was adapted from Leung et al. (2@65pvestigate: (1) the effect of supplier
competence on conflict handling, (2) the effect of supplienpetence on guanxi, (3) the effect of supplier
competence on commitment, (4) the effect of conttiahdling onguanxi, (5) the effect of conflict
handling onxinyong (6) the effect of conflict handling on satisfaction), {{7e effect of conflict handling
on commitment, (8) the effect glianxion xinyong (9) the effect ofjuanxion satisfaction(10) the effect
of commitment orguanxi (11) the effect of commitment on satisfaction, (18 effect ofxinyongon
partnership relationship, (13) the effect of satisfactiorxiagong and (14) the effect of satisfaction on
partnership relationship.

2. LITERATURE REVIEW
2.1. The Role of Guanxi and Xinyong in Chinese Business

Purwanto (2014) found the effect gluanxi on xinyong and the effect ofkinyong on Chinese
partnership relationship. According to Leung et al. (2005) the gmamadirector of Gree Group
Corporation, a large electrical appliance manufacturehén RRC, mentioned that based on trust or
xinyong,its sales personnel were able to generate an annual tuofde®B $10 billion without signing
a single contract with its retailers (Apple Daily New&§, April 2002). Furthermore, Leung et al. (2005)
said that it indicates thatinyongis vital to develop partnership relationships between bugads
suppliers among the Chinese. Huang et al. (2013) foundytiaaixiinfluences trust in Chinese business
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and creates successful business. Ai (2006) shows that Chaaleet potential is unparalleled, and
previous studies on doing business in China found that the cooicgpainxior a social and business
relationship network is the key to being a successful busimeghina. Tavares (2013) found that
network is an important thing for Chinese entrepreneurs. Accordeund- et al. (2010), Chinese
managers prefer to negotiate with their old friends or thesnxi persons to conduct partnership
relationships. Tong and Yong (1998) conducted a study in Singapore angsisladend found that

personal control, personglanxirelationships, and interpersonal trustxaryongwere three key aspects
of personalism that had a relationship in business relations.

2.2.Supplier Competence and Conflict Handling

According to Leung et al. (2005) supplier competence is aisapyho has the ability or quality to handle
a particular situation. The perceived expertise or compet®f suppliers is a major determinant on
effective communication between supplier and retailer (HaviEnd Weiss, 1951, in Leung et al., 2005).
The competence includes technical expertise regarding the praddc production methods, and
knowledge of the customer’s organisation, markets, competdars industry (Cravens et al., 1992, in
Leung et al., 2005). In his study that used a sample of 400 a@uauhg SMEs in Taiwan, Chinomona
(2013) found that a dealer has legitimate power on cooperatiationship commitment, relationship
satisfaction and trust. Furthermore, Leung et al. (2005) fobat Supplier competence impacted on
conflict handling in Chinese businesses in China. Thezefmased on the above arguments, we built a
hypothesis as below:

H,: Supplier competence influences conflict handing in the relagbween suppliers and retailers.

2.3Supplier Competence and Guanxi

In general, supplier competence is evaluated based onptiogiuct price, product quality, and service
quality as assurance that was expected by retailerpd@tar, 1993; Hutt and Speh, 1995; Leung et al.
2005). According to Leung et al. (200g)yanxihas a crucial role in the supplier searching process in
Chinese business to build the business network (Bigsten ét988; Macmillan and Woodruff, 1999;
Milington et al., 2006). Leung et al. (2005) found that supplier coemgethas a positive and significant
effect onguanxi.Therefore, based on the arguments, we build a second hypathdsw:

H,: Supplier competence has an effecgoanxi.

Supplier Competence and Commitment
Previous studies show that retailers evaluated suppliers bas#tkir competence, quality of product,
and services (Hendrick and Ruch, 1998; Leung et al., 2005) throumgidenng commitment of their
supplier. A retailer will evaluate whether a supplier dichdlsi appropriate with the agreement that was
agreed before, that orientates on a long term partnershipmslaip. If a supplier has good competence
on his commitment, he will give satisfaction in his perfanoeato retailer. To preserve commitment in
partnership relationship, sometimes there is a need foifis@srof a supplier to keep a long term
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relationship (Anderson and Weitz, 1992). If either supplier ailegtbreaks their commitment, it will
impact on their relationship and their dissatisfaction. Leungl.e(2005) found a significant effect of
supplier competence on commitment. Based on the argumertsijld/¢he third hypothesis as below:
Hs: Supplier competence influences the level of commitment.

Conflict Handing and Guanxi
Conflict handling on disputes arising in the partnership can ineppmrsonal relationshipgyanx)
between the two parties (Leung et al., 2005). Bian (1997) nbtedhe most important characteristic of
guanxiis an obligation to look after each other and reciprocation arftiotdrandling. Failure to show
returning the favour can result in the loss of one’s guanxiar&tflee et al., 2001; Milington et al.,
2006). Good conflict handling can buiidianxito be good, but if the conflict handling was conducted by
supplier was not good, it will make guanxi and partnership relationship being lost as a result of
disappointment on the supplier or otherwise. Leung et al. (2005) fowighidicant effect of conflict
handling onguanxi.Based on the arguments, the fourth hypothesiscan be builtoas bel
H,4: Good conflict handling will influence guanxi.

Conflict Handling and Xinyong
Previous studies showed that conflict handling is essentraktotain the relationship between suppliers
and retailers (Dawyer et al., 1987; Gundlach and Murphy, 1993; Sheth, 1€u&8g et al., 2005).
Conflicts between supplier and retailer is one thing theat happen during its building during both short
term and long term relationships. According to Anderson and Naf®9), communication is a strong
determinant in building trust (Selnes, 1998). With good skills imdhiag conflict, the supplier will be
able to buildxinyongof its performance, so it can improve their long-term pastrip relationship. But if
the supplier cannot handle conflict well, thenyongbetween them will decrease or decline, it may cause
partnership relationship to be ended. Leung et al. (2005) found &csighieffect of conflict handling on
xinyong.Based on the arguments, the fifth hypothesis can be biidtlaws:
Hs: Good conflict handling will influenceinyongbetween supplier and retailer.

Conflict Handling and Satisfaction

Previous research showed that Chinese entrepreneurs typically sipgstem of negotiation to give up
something in order to produce a solution to achieve common goats) vdm be agreed upon and create
satisfaction among all parties (Stewart and Keown, 1989; LandgYeung, 1995; Leung et al., 2010).
Churchill and Surprenant (1982) and Oliver (1980) predicted that asditsi is achieved when
expectations are met, and if expectations are not met,hbesatisfaction is not achieved. When a retailer
was satisfied by suppliers’ performance or service, insdlaey judged that the supplier is able to deliver
what is expected in terms of problems handling that occurredrebusing the risk to switch to another
supplier. A higher ability of a supplier in addressing the issilleckeate higher satisfaction of a retailer
toward suppliers’ performance (Selnes, 1998). Good communicatexpésted to become an important

25
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

source of satisfaction because it can lead to a commonstaiding related to performance results and
expectations (Selnes, 1998). Leung et al. (2005) found a signifettedt of conflict handling on
satisfaction. Based on the previous studies, the sixth hypsttesibe constructed as follows:

He: Good conflict handling can raise satisfaction of partnenstgtionship.

Conflict Handling and Commitment
The previous study shows that commitment can establish a domggartnership relationship through
good conflict handling of the supplier (Morgan and Hunt, 1994). With tual gonflicts handling of
supplier, it will be influential in building the commitment dbth parties to conduct a long-term
partnership relationship. Commitment is one important influeicea partnership relationship.
Commitment can occur if retailers get good service and goofli@ management. If the conflict
handling was not done by the supplier, it will damage the comanits established by both parties and
may give rise to a sense of injustice. Leung et al. (2@%)d a significant effect of conflict handling on
commitment. Based on the previous study, the seventh hypothedie canstructed as follows:
Hz: Conflict handling will influence the commitment of paatship relationship.

Guanxi and Xinyong
Purwanto (2014) found thajuanxi has a positive and significant impact ®imyong and xinyonga
positive impact on the partnership relationship. Huang e24113) found a positive impact glianxion
trust, and trust has a positive impact on the success ok§hbusiness. According to Kriz and Fang
(2003), guanxi seems to just be supportive or a background that might act doraopener of
relationships with retailers. Matthyssens and Faes (2006plkied/ski and Feng (2012) showed that
building trust is an important element in the Chinese busheéssons and trust between individuals can
strengthen and deepen business relationships. Matthyssens an@@#® and Kriz and Fang (2003) in
Zolkiewski and Feng (2012) found thgwanxiacts as an initiator, while the trust relationship deiees
how successful the relationship is. With good guanxi, it wilerdhe trust of a person to do an important
thing. Leung et al. (2005) found a significant effecgafnxion xinyong.Based on the arguments, the
eighth hypothesis can be built as follows:
Hs: Guanxhas a positive effect aimyong.

Guanxi and Satisfaction
Numerous studies show thgianxihas an influence on satisfaction in building partnersBigpanxican
develop and maintain a partnership relationship (Lin, 2011; Huaalg €013). People tend more likely
to cooperate with people who are close and not those who \&réBien, 1994; Milington et al., 2006).
Relationships that are built througjuanxican create satisfaction of performance accomplishments for
their brotherly relationship. Furthermore, Leung et al. (2005) fousdmificant effect ofguanxion
satisfaction. Based on the arguments we made the ninth hgjsoéisefollows:
Ho: Guanxi influences satisfaction in partnership relationship.
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Commitment and Guanxi
Guanxiin business relationships are a commitment to do the bestéoanother with the social norms of
reciprocity and social obligations (Hwang, 1987; Luo, 1997). That y®u get help based on human
obligations, you are obliged to pay back in the future. Dangaghis norm will damage someone’s
reputation and would cause a loss of face (Dong- Jin and Wong, Zifiijnitment is an agreement that
was agreed by both parties. High commitment will cregi@nxi between Chinese people. Leung et al.
(2005) found a significant effect of commitment guanxi.Based on the arguments, we made the tenth
hypothesis as below:
Hio: High commitment will influence googuanaxi.

Commitment and Satisfaction
Commitment is the strongest antecedent of partnership relapobstween the two parties (Morgan and
Hunt, 1994; Parasuraman et al., 1985; Leung et al., 2005). Maintaimiagmitment in a partnership
relationship can reduce the risk of loss of partnership (MorganHunt, 1994; Wong et al., 2008).
Commitment can encourage satisfaction of retailersnéSel1998). Adjustment of both products and
services of the supplier with retailer demand will ineeegartnership satisfaction. However, if the
supplier does not ignore demand or expectation of retailers]litneate dissatisfaction. Leung et al.
(2005) found a significant effect of commitment on satisfactRased on the arguments, we made the
eleventh hypothesis as below:
Hi1: Commitment has an impact on satisfaction in partnershagionship.

Xinyongand Partnership Relationship
Trust is the key in building a partnership relationship, and feus way to preserve the partnership
relationship (Morgan and Hunt, 1994). Crosby et al. (1990) found that anastsatisfaction are an
important aspect of the relationship quality that lead to fupurehase intentions. Chua et al. (2009)
found that trust becomes an important variable in the prodesstablishing partnership relationship.
Mutual trust was far more important than a written contraetgpeement in Chinese business. If several
violations occurred in the purchase agreement, both partidstéenegotiate these issues faadace
rather than go to court. Through trust in the partnershgtioaship between suppliers and retailers, a
good longterm partnership will be established. But if one of the gantindermines the agreement, he
will lose trust and network. Leung et al. (2005) found a sigmficeffect of trust owxinyong on
partnership relationship. Based on the arguments, we matiedtlfih hypothesis as below:
Hi2: There is effect of xinyong on a long-term partnershigticaiahip.

Satisfaction andXinyong
The previous study shows that when the supplier did business grdberi it will create trust for the
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retailer. The retailer will feel secure and satistatt@nd that will then generate a good evaluation on the
supplier and will create a good long term partnership relatior{R@pald and Gronroos, 1996; Leung et
al., 2005). The satisfaction that was felt by the retaildrarse trust on the supplier’s performance in the
partnership relationships. But if the supplier cannot give aatish towards the retailer, it will not create
good trust in a partnership between the two parties. Basetthe arguments, we build the thirteenth
hypothesis as below:

Hi3: Satisfaction has an effect &myongn partnership relationship.

Satisfaction and Partnership Relationship
Previous studies show that satisfaction of a retailer basétegroducts and services that were provided
by suppliers were important to preserve a partnership relaipr{sornell, 1992; Hirschman, 1970;
Leung et al.,, 2005) and vice versa if satisfaction is natgideed by the retailer, which will cause a
negative impact on the performance of a supplier (Richins, 1988hSiL988; Leung et al., 2005).
Ganesan (1994) found that the relationship quality, such aaséitin in relationships has a correlation
with long-term orientation in partnership relationship (Lee and Wong, 20@Lnd.et al. (2005) found a
significant effect of satisfaction on partnership relatimps Furthermore, based on the arguments, we
made the fourteenth hypothesis as below:
Hi4: Satisfaction will influence partnership relationship.

Figure | — Conceptual Framework

Conflict
Handling

| Ximyong

Partnership
Relationship

Supplier
Competence

Satisfaction

Commitment

3. METHOD

This study was conducted in Giant Hypermall in BeKasipnesia. We shared the questionnaires to
cellular phone retailers with the use of non-probability techngguepling. The sample in the study had
248 samples. All scale items, measurement scale of supptigretence, commitment, conflict handing,
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guanxi, xinyong satisfaction, and personal relationship used the measurestaet by Leung et al.
(2005). Furthermore, in the study we used Structural Equation MadébEM) technique with Smart
Partial Least Squares (SmartPLS).

4. RESULTS

4.1 Validity and Reliability

In Table I, convergent validity shovwesiterloadings values > 0.60, as referred to by Hair e28l11) and
Hair et al. (2012) in whickquared standardised outer loadisgsuld be higher than 0.70, but if it is an
exploratory research, 0.4 or higher is acceptable (Hulland, i®9%ng, 2013) Therefore, all indicators
were valid. Likewise, AVE value was > 0.50, as refeérte by Chin (1995) in which AVE should be
higher than 0.50; Therefore, all constructs were v@l@mposite Reliability value of all constructs were>
0.70, as referred to bpair et al. (2012) in whiclcomposite reliabilityshould be higher than 0.70;
Therefore, all constructs were reliable.

Table | - Reflective Outer Models

Items Outer Convergent Composite
Loadings Validity — Reliability
Commitment AVE= 0.55 0.79
Item 1 0.71
Item 2 0.74
Item 3 0.77
Conflict Handing AVE= 0.62 0.87
Item 1 0.78
Item 2 0.84
Item 3 0.85
Iltem 4 0.67
Guanxi AVE=0.53 0.82
ltem 1 0.66
Item 2 0.78
Iltem 3 0.79
Item 4 0.68
Personal Relationship AVE= 0.54 0.82
Item 1 0.67
Item 2 0.73
Item 3 0.78
Iltem 4 0.75
Satisfaction AVE= 0.58 0.85
ltem1 0.78
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Item 2 0.72
Iltem 3 0.76
Item 4 0.79
Supplier Competence AVE= 0.53 0.82
Item 1 0.71
Item 2 0.74
Item 3 0.76
ltem 4 0.69
Xinyong AVE= 0.54 0.77
ltem1 0.76
Item 2 0.65
Iltem 3 0.78

4.2. Hypotheses Test

The output of PLS shows that except Ell of the hypotheses were supported, in whicht-tredue was >
1.96 as on Table II. Firstly, the supplier competence igrafisant influence to conflict handling, both in
keeping a good communication and partnership relationship. Tiiimd supported the research findings
by Anderson and Weitz (1989), Swan et al. (1985) and Selnes (1998gand &t al. (2005). Secondly,
the study proved that supplier competence influegoasxibetween suppliers and retailers. This finding
supported the research findings by Carpenter (1993), Hunt and $##8), (Leung et al. (2005), and
Milington et al. (2006). Thirdly, the study found that supplier compet influenced commitment of
suppliers to give their best to retailers. Its finding sufgabthe research finding by Leung et al.( 2005).
Fourthly, the study proved that conflict handling can lgadnxi between suppliers and retailers. Its
finding supported the research findings by Lee et al. (2001) andgtih et al. (2006). Fifthly, the study
found a positive effect of conflict handling amyong,but not significant. Its finding did not support the
research finding by Anderson and Narus (1990) and Leung et al. ( 3dbJy, the study found that the
conflict handling ability of a supplier has a significant eff@n retailers’ satisfaction. Its finding
supported the research findings by Churchill and Surprenant (1982¢r @1i980), Selnes (1998) and
Leung et al. (2005). Seventhly, the study proved that conflict ks an effect on commitment and
it supported the research findings by Morgan and Hunt (1994) and Leah@2€05).

Table Il — t-value andb-value

Hypothese! t-value b-value
Supplier Competence >Conflict Hand H1 6.97 0.56(
Supplier Competenceguanx H2 3.2t 0.25:
Supplier Competence >Commitm H3 3.7z 0.33(
Conflict Handing :guanx H4 3.3¢€ 0.23:
Conflict Handing :xinyonc H5 0.54 0.03¢
Conflict Handing >Satisfactic H6 2.61 0.68¢
Conflict Handing>Commitme H7 4.4% 0.35¢
Guanx>xinyong H8 2.2 0.191
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Guanx>Satisfactio H9 6.8C 0.43¢
Commitment :guanx H1C 3.01 0.23¢
Commitment >Satisfactic H11 4.32 0.29:
Xinyon¢>Personal Relationst H12 2.9t 0.25¢
Satisfactionxinyong H13 4.1C 0.371
Satisfaction>Personal Relations H14 5.04 0.39(

Eighthly, the study found thatuanxi(personal relationship) has a positive and significant effect
xinyong (trust relationship) and it supported the research findings bjthyssens and Faes (2006),
Zolkiewski and Feng (2012), and Leung et al.( 2005). Ninthly, the sitaled thaguanxiinfluenced the
satisfaction in the partnership relationship. It supported résearch findings by Bian (1994) and
Milington et al. (2006) and Leung et al.(2005).

Tenthly, the study found that commitment of a supplier to tieg best built goodjuanxiand it
supported the research findings by Hwang (1997), Luo (1997), Lee and {20dt), and Leung et
al.(2005). Eleventhly, the study found that commitment influented retailer’s satisfaction and it
supported the research findings by Johanson et al. (1991) and @9®@)s and Leung et al.( 2005).

Twelvethly, the study proved thainyongrelations influenced partnership relationships in Chinese
business and it supported Morgan and Hunt (1994) and Leung et al.( 200&erthiy, the study found
that retailers’ satisfaction can buikinyongrelations and it supported research findings by Revald and
Gronroos (1996), but it did not support research findings by Leung @085). Fourteenthly, the study
found that satisfaction created a partnership relationsatgveen suppliers and retailers in Chinese
business. It supported the research findings by Garbarino and J¢h898) Fornell (1992), Hirchman
(1970), Selnes (1998), Richins (1983), Singh (1988) and Leung et al. (2005).

CONCLUSION

The study shows that except the fifth hypothesis, all hypotlaseaccepted. It shows that the roles of
guanxiand xinyongin Chinese partnership relationships in business are crédiabugh the level of
acculturation of Indonesian Chinese with indigenous culturegag @Suryadinata, 1999), the Chinese
business values however still has similarity with other se&@s Chinese and Chinese in China Mainland.
Guanxiand xinyongare still playing important roles in business networks or pestnp relationships
between Chinese retailers and suppliers in cellular phondsgeia Bekasi, Indonesia.
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Abstract

This study attempts to investigate the stock prices resgordigidend announcement of 10 companies
listed in Saudi Arabia Financial Markets during the period 2014-2015. The parpothe study is to
identify whether there are any significant abnormal returns around thécpagnnouncement of dividend.
An event study methodology is used for an event window of twentguleyending the announcement
day. Research result indicates that the stock prices move upwgnificsintly after dividend
announcements. Abnormal return (AR) and cumulative abnormal return (@hR)He market model are
statistically significantly revealed. The results confirmidbnd signaling theory as the dividend
announcements have significant impact on share prices.

Keywords dividend announcement, abnormal returns, event study

1. Introduction

The subject matter of dividend policy remains one of the mosta@msial issues in corporate finance.
For more than half a century, financial economists have edgagmodeling and examining corporate
dividend policy. Black (1976) hinted that, “The harder we loothatdividend picture, the more it seems
like a puzzle, with pieces that don't fit together’. The goél manager is shareholder wealth
maximization which means maximizing the value of the companyn@asure by the price of common
stock. The impact of dividend policy on shareholders wealttill unsolved. For example, Bernartzi and
al. (1997) found that announcement of dividend increases result iiv@adinormal returns whereas, the
stock price react negatively with announcement of dividend palgmease.

The purpose of this paper is to observe whether stock prices ieattie announcement of dividend in
Saudi Arabia Financial Markets. It investigates whetherddind announcement result in an abnormal
return around the announcement day.
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2. Literature Review

The stock prices reaction to dividend announcement has attragtgdattention among accountants and
financial economists. In a pioneering article Modigliani ditler (1961) argued that dividends policy is
irrelevant for the value of the firm in a world without taxer transaction cost. M&M concluded that
given firms optimal investment policy, the firm’s choicedofidend policy has no impact on shareholders
wealth. In other words, all dividend policies are equival@iite study, by Abbas (2015) on listed
companies in the Damascus Securities Exchange, finds supptheforelevance theory. In fact, there
are no significant abnormal return prior to the announcement dayh wiéy imply that there is no
significant leakage prior to the dividend declaration.

However, several studies imply that dividend announcements carfeeyation and consequently affect
share prices. Indeed, Allen and Michaely (2003) found thatithéend has a significant price effect and
stock prices reaction is positively correlated to thédeéind change announced by the firm since dividend
has information content.

The same result was founded by Suwanna (2012) in the context Dha&Ocompanies in financial

industry listed on the stock exchange of Thailand during 2005-2010sttitlg indicates that the stock
prices move upward significantly after dividend announcement. &hidtrconfirms “Dividend signaling

theory” as the dividends have a positive significant impacharesprices.

Furthermore, the results of Aamir and Shah (2011) indicate inmpéct of dividend on dividend
announcement date and few days after were positive. It showditigend distribution is relevant for
future price determination.

Dhamarathne (2013) attempted to examine the stock price reatdiai&dend announcements of 61
firms listed on Colombo Stock Exchange for the periods of 1@3805. His results show that market
responds positively to subsequent dividend announcements. More spgcifttaidend increase
announcements support the information content of dividend hypothesis anBirthén“Hand” theory
(Amidu, 2007). This theory argues that shareholder prefer a higltedd policy. They prefer a dividend
today to a highly uncertain gain from a future investment. Ma@ealividend decrease announcements
and dividend no change announcements against with the informatitent of dividend hypothesis.

On the other hand, the study of Wang (2014), which based upon a saing86 firms listed on the
Shanghai Stock Exchange, finds a significant positive reabétween stock dividend announcement and
stock returns but there was a significant negative reabgbmeen cash dividend announcement and stock
returns.
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3. Research Methodology

3.1. Sample selection

The main objective of this study is to investigate the impact of dividend announcements on stock
market returns with the help of event study round the dividend announcement date. Therefore,
reaction of dividend will be checked on stock returns. For this study, data has been manually
collected from the website of Saudi Arabia Financial Market during the period 2014-2015. The
following criteria are used to select the firms for the study: the firm must have announced
dividend payment. The company must have at least 130 day trading share prices before and at
least 10 day trading share prices after the dividend announcement. The final observations
consist of 10 dividend announcements for 10 companies. Impact of dividend announcements on
stock prices of 10 days before this announcement and 10 days after this announcement has
been checked in this study.

3.2. Event Study Methodology

Event studies is statistical techniques for analyzing thterpeaof stock prices and returns when a special
event occurs — dividend announcement. The event study methodologyepaspresented as follows
(Shweitzer, 1989):

- The event date: is the dividend announcement date, when the Wbadrectors has proposed
the dividend proposal, is defined as t= 0,

- Event window: is the event period that fix the time periodranvhich the share prices of the
firms are involved. The choice of a broad event window (of @) is made in order to
capture this possible pre-event reaction, that is, from Idingaday before the dividend
announcement to the 10 trading day after the event.

- Estimation period: is a period before event window used ima&ist Market Return parameters
(i - In this study we defines an estimation window period of d2fs before the event
period
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Figure 1 shows the time scale for event study:

Estimation Event period
A A
( \( \
>t
t=-130 t=-1C t:TO t=+1C
Event date

Figure 1 : Time scale for event study

- The daily closing prices were used to calculate @bwial return for each stock and for the
market index using the following formula:

— 1)

Where: is the actual rate of return on stock (i) at ddtg denote the closing stock
prices at dates t and t-1.

The rate of returns for each stock during the esiion period is used to estimate the market model (
i)-
2
Where E(R), Rm are the expected returns on the stock @)@nthe Financial Saoudian Market index
at date t respectively.

Then, the market model is used to calculate theeaeg rate of return for each stock during an event
window of 21 days; that is 10 days before the dimi announcement, the announcement day and 10
days after the announcement.

- Abnormal Return ARare calculated on each of the 21 days for eadk ste:
!

- Average daily abnormal return AARr each day during event period are calculated:

. & s

> @
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- Cumulative average abnormal return CAAIRe calculated as:

( 5 * (5)

4. Results

The average abnormal return and the cumulative average abn@twal for 21 days window are
presented in table 1.

Table 1: average abnormal return and the cumulative average abnetoral r

for 21 days window

Day AAR T (anr) CAAR T (caar)
t-10
t-9
t-8
t-7
t-6
t-5
t-4
t-3
t-2
t-1
t=0
t+1
t+2
t+3
t+4
t+5
t+6
t+7
t+8
t+9
t+10

The average abnormal return 10 days before the dividend announcemeualiso (0.0196) while it is
(0.035) 10 days after the dividend announcement. The table shows fidepanormal return and 7
negative abnormal returns throughout the event window. So, positiggores are more than negative.
The highest average abnormal return is on event day whic@i(82 and it is statistically significant. The
market reaction occurs on event day, the AAR was equartmat t-1 while it reaches the maximum on
event day (t=0). There is a quick and positive response of ptozds to dividend announcement. This
evidences that dividend information immediately reflects ookspwices. The lowest average abnormal
return is on day t+8 and equal to -0.00581.

In addition, it shows that the AAR of days -8, -6, -5 and 4 #0.06, +0.01, -0.004 and 0.003
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respectively. These are statistically significant & %evel. This suggests that market reacts earlier than
the actual announcement of dividend. Therefore, it impliesthiese is a leak in information relating to
final dividend announcements.

During the post announcement periods, AAR are significantlgreifft from zero except for days 2, 5, 6
and 9 which are close to zero and insignificants. This indidhi the market reacts both immediately
and even a few days after the announcement of dividend is mh&lanportant to note that a number of
days during the window period are not statistically significkmhay be a result of any other information
other than dividend announcements. Thus, the share price is éffgcome external factors such as
economic, political, social...

Results reported in table (1) also shows that the cumulaimege abnormal returns are significantly
different from zero and positive mainly after dividend announoéndénis could be explained by the fact
that positive AAR are more than negative one. This resuinsi@vestors can earn an abnormal return
after the information release (Abbas, 2015).

AW aN

@%%'\byvfbm»,px

—— el

Figure 2: AAR and CAAR around dividend announcement days

Figure 2 indicates that the average abnormal return fligstigirrounding zero in alternating days giving
uncertain indication of investors gain or loss both in the prepastdividend announcement days.

It shows also, the cumulative average abnormal return. eTher quick response to dividend
announcements on day 0 and it is a positive response. This ev&lgomorts the proposition with regard
to a positive dividend announcement, there must be a positive annomh@dfeet, and it suggests that
dividend announcements have an important informational content. Thiisreonfirm dividend
signaling theory.
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5. Conclusion

The aim of this study was to contribute to the existingditee regarding stock prices reaction to
dividend announcement. In order to achieve this goal, an ewsiyt stethodology was be employed to a
total sample of 10 listed companies in the Saudi Arabiadiad Markets for the period 2014-2015. The
finding of this study indicates that there is an immedigpelsitive response of stock prices to dividend
announcement. This evidences that dividend information reftectstock prices. In addition, results
show that market reacts earlier than the actual announcerhdividend. Therefore, it implies that there
is a leak in information relating to final dividend announcetsieThis result is coherent with signaling
theory.

However there are several no significant abnormal returnjwhay also be explained by the impact of
other factors external to the study.
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Abstract

Recently the environmental changes in the middle east haeenbea real challenge for companies to
survive, many studies had focused on the effects of these shandmancial side, few have taken the
other part of changes in products or services of the compartyoando these changes affect the survival
of the company, what are the risks that may arise or cormeassequence of the changes adopted, and
this study came to add to the literature and body of knowledtpsipart. Semi structured interviews was
the data collection tool, and the company specified lies ify Gig specialized in Industrial Contracting,
nine interviews were conducted with the members of the tapagement of the company (Business
Development manager, HR director, Managing Director, Qjogxsa Manager, Supply chain Manager,
financial Manager, Project controls and planning managenvemgroject managers), those are the ones
involved in preparing and controlling the risk management plathécompany.

The results showed that the risk management plan is atefain any strategy for adopting change, there
should be a clear contingency plans in emergency cases, niaile dél be found in the results and
conclusions chapters of this study.

Key words: Risk, Change, Product change, Service Change, Middle East.

1. Introduction

The dynamic changes that happen within the organization environmeat been affecting the
performance of those organizations, and it has been considetadlenge how they will react to stay
alive and compete in such changing environment, where #rggehsometimes is not an option for the
company, but it is a must for the company to survive.

A lot of previous researches and studies have searchedfehbe adfthose changes on financial side of
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organizations, this study will try to make another perspeetng searching a new paradigm, in which it
will explore and investigate the risks that arise from d¢hanges in the work field of the company, in
another word this research will explore the risks that mag &esn changing the product or service that
the company serve for its clients and customers due to envinbanebanges, here comes the important
of having a risk management plan and seek the opportunities lthitoteygain a sustained competitive
advantage.

Risk management is increasingly being recognized as an empassue in the work place. Being a
manager in a company; it's important to understand the risksnthaarise from the changes that faces
the company, and make a good plan to face all possibilitiesi¢@ et.al. 2009, Zhao et.al.2014).

Facing the risks that may arise due to changing environmeniti®nly done by avoiding risks or
mitigating its effect, but also by exploit any opportunity thase from it for the best interest of the
company (Woods 2009, Allen et all 2015).

This study focuses on studying how to help the selected conpatay one of the best in the field and to
be able to compete with its rivals in the industry.

2. Literature Review

Change management is a major challenge in developing cajanal systems, because it affects every
single activity in the organization. Concerning the most samt conditions that should be taken into
consideration in order to ensure success Kotter (1998), sgettifiethe most important condition is the
sense of urgency by the top and senior management membegiganization.

The "change" that will take place to the organization igmate This means that the change will be done
"within the confines of the company and not in the outsiderenwient” (Kotter ,1998).

There are many drivers for change in organizations; howevenjgitt be completely an externally
oriented change. For example, many companies are enforaadki adjustments in their policies or
make changes in their products, as a reaction to a ¢argm funding, the need to expand the market
segment by attracting new customers and business, theecbénbe organization's current customer
segment due to external conditions, (i.e. economy, aging, 8Eyrdgent need for increasing productivity
and efficiency, besides recruiting or leaving of large nusmibéemployees and managers. Some changes
take place when the new "Leader" or CEO takes over dahgany and their personalities or thoughts
start to change the organizational culture of the companyrigaJ. 1990; Ledez and Robert 2008;
Allen et all 2015).

Ackerman, (1997) identifies "three types of change occurringpday’s organizations are development,
transitional and transformational:

2- Development Change concentrates on enhancing what the organization already hHaadinsf
creating new something related to work field or changevibr& plan.

2- Transitional Change: this type focuses on replacing what the organization already with
completely new something. The organization must release tgo lef the old ways of how it used to
operates, while the new ways adopted are put into place.ghteSutherland, 2001).

3- Transformational Change: It requires a necessarily radical change in the maumgssons held by
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those involved. The out coming organization from a TransformatiGhahge will be different one in
terms of structure, process, culture and strategy fromprésmetamorphic state. (Lles and Sutherland,
2001).

2.1.Change management

It is an approach to transform individuals, teams, and org#mzafrom a current state to a new planned
future state. Lorenzi, Riley identifies Change manageméange control as "the process during which
the implementation of changes of a system is done in a dedtmwlanner by following a pre-defined
framework with reasonable modifications" (Lorenzi, Riley, 20@8)cording to(Nickols,. 2002, p. 1)
Change Management is "the art or science of making changasceértain method or system in an
orderly”, systematic approach, to make sense out of the organa@achaos that the company is suffering,
its employees, its suppliers and vendors and most importanistisneers. "A company must establish its
strategic plans and set its operational goals, then chodse &&ed Allen et all (2015).

Maximizing benefits, minimizing the risk of failure iset objective of any change management during the
change implementation. Some of the revolutionary changes ticaimpass organizations today are:
Globalization, localization, privatization, outsourcing, mesgand acquisitions, in addition to the rapid
change in technology and increasing competition.

2.2.IRisk

According to Forsdick 1997; the risk is "the probability thataaticular adverse event occurs during a
stated period of time or come as a result of a chahg@ther words it's a combination of the events and
their probabilities of occurrence with a measure of the emumsnces of those events (Norman and
Jansson 2004, Zhao et.al.2014). Also the 1ISO 9001:2015 standardstkttesrisk is a combination of
the probability of an event and its consequences”.

Risk is also defined as the uncertainty that can be fouadousiness and has either positive or negative
consequences, positive ones are called opportunity while negeigves called risks (McNamee 1999,
Safo'n and Escrina'-Esteve 2011). PMI (2000) defines risk ameartain event that if happens has a
positive or negative effect.

The objective of the risk management program is reducing kistermatically, and increasing the
likelihood of meeting the desired project objectives. Thiept definition takes into account many risk
management activities. The project definition establishest wiill be the goals and constraints for the
project. In this process it is critical to identify whag ttisks for the project are.

Risk Management

Risk management has become an integral part in projewgament field (Wideman 1992). It is defined
by the PMI 2000, as the systematic process of identifyingesmbnding to risks that may face a project.
Through increasing the probabilities of positive events and rizaithe negative ones. Risk management
is a logical, consistent approach that helps to sense the uypcoamcertainties in order to allow us to
carefully and productively avoiding the unnecessary waste ofiress. It goes beyond faith and luck, "If
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everything is a matter of luck, risk management imse@ningless exercise. Invoking luck obscures truth,
because it separates an event from its cause"” (PetetdeinsRisk Management Reports, 1999).

Risk management contains many steps that helps to find ouiskhby identifying them, assess their
effects, measure their possibilities of occurrence, tieh a way to mitigate, or even exploit them
(Garrett 1993; Kenzer 2001). One of the simple ways to identks is to perform WBS (Work
breakdown structure), which make it easier to address oiskbe process level (Aleshin 2001; Woods
2009). Risk identification and assessment should be an iterptivcess in the organization, and a
responding actions should be put as a plan to face it. Four knownsaitt be taken to respond for a risk:
Avoidance, Acceptance, Transference, or Mitigation. Thosporeing actions are common through
many studies and standards (Wideman 1992, Garrett 1993, K&@dgr Hillson 2002, Burke 2003,
Gary and Larson 2003, Docter 2016).

Avoidance is taken when the risk is hardly to be accepted,the risk conditions are to be eliminated.
Acceptance or retention where a decision is made to seemthappen if the risk conditions continue,
here there is a chance to exploit an opportunity. Transfer ieagegy that leads to transfer the risk
responsibility for a third party such as insurance. Mitigatfoabout reducing the impact of the risk on
organization work.

2.3.Risk and change in organizations

In order to increase its market share, and enhancing thigygofawhat it serves, and improving the
performance and satisfactions of its team and customstmutd be able to make decisions that leads to
such objectives, a critical decision that a company malyenit to change its product or service to cover a
wider range of market segment.

Recently risk management plan has emerged as one of thempastant steps in gaining a sustained
competitive advantage for any corporate (Lin and Zhou 2011), besidaghe 1ISO 9001 is considering the
risk management as an essential part of complying #wedatds of quality (PMI Institute). ERM
(Enterprise Risk management) as a holistic view of riglhagement affects the performance of the
corporate, thus affects its success through five factorsrihwatiead the corporate to face risks which are
(uncertainty of the environment (especially markets), cotigeticorporate size, complexity and its board
of management) those factors can lead the corporate tomaakechanges to face risks that may arise due
to any of them, especially the uncertainty and competifamthis corporates tend to have a hedging
policies or implement ERM with the on-going processes taking @otasideration the surrounding
environment and the factors mentioned (Stulz 1996, Gordon et.al. 2@@#8jture review related to ERM,
the determinants of its implementation across companiessarelationship with performance, is rare. In
contrast to the Collier et al. (2007) survey results, enghigeidence suggests that the appropriate ERM
system may vary across firms.

A new paradigm of risk management has been seeking the ristoaserjuence of change far away from
the banking and financial sectors, this time the risk isstlas a consequence of product or service change.
Many drivers for risks like technological changes, market needsrequire or compel the corporate to
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change the field it works either in changes its productsamgihg the services it offers; of course this will
cause some wanted or unwanted events and uncertainty whicbesntloe corporate to adopt a good risk
management plan to avoid or even mitigate the effedteotihwanted risks or maximize them if they are
wanted or desired opportunities (Mahajan and Wind 1992; Lewis 2003;eflze@014). To reduce the
impact of risks that may arise during the development of a nedupt or service, or shifting from
producing in a specific field to another; the corporate showdsure the performance continuously
(Ogawa and Piller 2006; Park 2008; park 2010). On the other hand awalmtedit should be done to fix all
errors or unexpected events that may affect the succss@impany later (Angelova and Koleva 2015;
Docter 2016).

3. Methodology

The research aims at assessing the risks that mayaaremsequences for change, and study the plan of
risk management in the contracting company selected.

For this purpose semi structured interviews were conductedenasoned earlier in the abstract, with the
top management members who are responsible and involved in prepadngnaking the risk
management plan for the company.

3.1.Research population and unit of analysis:

This is a case study for a Contracting Company, where thedfaialysis is comprised of: Managing
Director, HR director, Marketing Director, Operational MagadProject controls and Planning Manager,
and 2-3 Project Managers, in order to investigate theteffechange and the risks that may arise due to
the change in this company which is specialized in industdatracting such as Oil & Gas, Utilities,
Cement and Mining.

In this research the questions of the interview wer# Bfier the researcher got a sense of the problem
and started to explore and note the sides and effects of disdernpr after building the questions
accordingly; the Interviews questions were sent to expertspeaxditioners in the field of the study
problem, to review it and give their feedback and commerisn the informants' comments and the
observations that will help the researcher to analyze ratadoret the views of the informants about the
guestions.

4. Results and findings

4.1.Characteristics of the sample

The targeted sample was comprised of: (Business Devetdpmanager, HR director, Managing
Director, Operational Manager, Supply chain Manager, fimhmdanager, Project controls and planning
manager, and 2 project managers).
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The results shows that there were one female and 8 maldsdhdhe positions mentioned. The
experience years of the informants were between 16 and 8% whih indicates that they have fairly
good knowledge base and experience in the field. According tgthéhe interviews shown that most of
the managers are aging between (35-60), which indidzéshe positions are occupied, mostly by Early
to middle adulthood persons. In summary we can say the sample stspomdents are 60 years old or
younger, bachelor or higher educational degrees, and havingesxqeewith at least 16 years in the field.

The Relative Importance of interview questions

Table (1): The Relative Importance of interview questions

Std.
Interview questions Mean dev.
What is the importance of having a risk management playoiar
company? 4.00 1.01
What are the main drivers that lead the company to change its
processes, products or services 4.07 0.97
What are the most significant risks the company may faesmwh
changing to another product or service? 4.43 1.42
Do you think that such change may threat the existence of the
company and leads to it failite 4.01 0.78
Does the new change require new skills? And new hierarchy? 4.93 1.30
What are the most environmental factors that may cause ristkgefor
company? 4.89 0.03
To what extent may the change affect the reputation of thpawyf 4.93 0.24

What is the best strategy the company may adopt to face itkeofis
change in products or services? 5.14 1.00

Studying the market before making change is critical afitant,
how would a severe analysis help the company to avoid the danger of

the risks that may face the company due to any change its&dopt 4.79 0.56
Natural risks are uncontrolled conditions, what is the best agpina
your opinion to face them? 4.21 0.98

>0

How the company determined the severity and probability of eac

) 4.13 0.69
risk?

The results showed that the degree of influence for thesshat the questions measure in this study is
relatively positive, since the means almost for all vaeslbere higher than 3 and their standard
deviations were lower than 1.

4.2. Inferential Results
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The interview questions which were validated and reviewed byexperts in the field and academic
members in business and management, the following isrhlysés results for the questions of the
interviews:

Q1: What is the importance of having a risk management plan for yaucompany?

All of the informants agreed that having a risk managegmkan is a must, their views were all speaking
about the importance of having a risk plan; for it helps in avoidingronmental impacts and any failure,
providing the company with an effective plan to avoid lossepstie make a better business strategy,
eliminate and minimize the degree of hesitation in gleci making, planning for a better output and
overcome any risk with a contingency plan, and enhancing opportumitieefore the managing director
stated that planning for risks is a continuous activity tmatcbompany should always do, in order to gain
a competitive advantage.

Q2: What are the main drivers that lead the company to changes processes, products or services?

The interviewed managers stated that the main drivextsléad the company to change its processes,
products or services are mainly but not restricted to: theadd of the markets, requirements of
customers, maintain a competitive advantage, internatiotualtisns that controls the markets, policies
and regulations, political situations in the area of the studyeasing profits and gain customers
satisfaction. The mentioned reasons will be stated as itrersdfor change in the case of this study and
its targeted sample, as the answers of the intervieveedgers revealed.

Q3: What are the most significant risks the company may face lven changing to another product

or service?

Q4: Do you think that such change may threat the existence tife company and leads to it failure.
While for measuring risks and their impact on the companyntheagers first mentioned the most
significant risks that may face the company due to changedthiicts or services, most of them focused
on losing the original core of expertise, risks of establishew clients, matching the financial resources
with the new change requirements, also the skills alrexdsts, consumer switching costs, the set-up
compatibility with the new service or products, marketing thes meoducts or services, internal
resistance, rigidity of organizational culture. The managetifides showed that they think that change
in products and services may cause the failure of the comjpaot/dontrolled in the right way.

Q5: Does the new change require new skills? And new hachy?

The responses showed that any change mostly requires newasHilleew hierarchy, here we can find a
problem in the experience existed, and a conflict with the mesds of the change happening, this may
cause a risk that arise due to changing the staff workingsing the loyalty of some experts if they got a
sense that their experience and skills are no longer Udsefile company, while the company still needs
them!, a training sessions related to the new changebwilh solution for such issue, the managing
director's perspective showed. On the other hand a needwaskilks related to the change issues and a
new hierarchy is not a must said the business development mahageys this will depends on the
domain of change, it may still fall in the area of #kills and experience existed. Other point of views
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stated that a new strategy is needed more than new akill hierarchy, in which they didn’t show any
fears of risks or results from this side.

Q6: What are the most environmental factors that may cause riskior the company?

The environmental factors that may cause risks for the compastatasl by the interviewed managers
are mostly: Clients are not committed to pay their paymemlitical issues, oil prices affecting the
economy, environmental regulations, contaminants and hazardsalikeand storms..etc. Here we should
mention that not only these factors may cause the compaagédaitks, but in the case of this study we
are taking them into account because they speak about tlag¢iosis or possible scenarios that the
targeted company may face.

Q7: To what extent may the change affect the reputation of theompany?

Q8: What is the best strategy the company may adopt to face thésks of change in products or
services?

In the case of this study company, managers showed fears of @rahige effect on the reputation of the
company, some of them stated that if not properly studied godd plan implemented to face the risks
of the change, such step may threat the company and causallit &nine said it may lead to enrich the
reputation of the company taking into consideration the customsfastibn about the new product or
service, in general they all showed a since of respdibgitnwards a credible risk plan in the case of any
adopted change. Having a good contingency plan and backup acticterrégirrective and preventive)
to face any unexpected consequence for the change adopted by theycdrepales using the transfer
strategy and mitigating risks were the most used and coedidlee best strategies from the managers’
perspectives.

Q9: Studying the market before making change is critical andmportant, how would a severe
analysis help the company to avoid the danger of the risks thabay face the company due to any
change it adopts?

The interviews results showed that it's very important to cdn@luwleep and make a severe analysis for
the market situations and conditions, to avoid the market seginanmquirements risks or threats if the
change is adopted, thus the change strategy will take intadeasison the market needs and customers
especially the segment that the company serves so minimaringisks may arise from the targeted
markets.

Q10: Natural risks are uncontrolled conditions, what is the bst approach in your opinion to face
them?

In the case of risks that are consequences of natural hagatigsiting is the best strategy, and a good
study of the nature conditions in the area to make alternasvessaible as the company can.

Q11: How the company determined the severity and probabilit of each risk.

The severity and probability of risks are determined in thgetad company by many factors, such as
time of risk and durations, calculating the impact and probghsr make brainstorming sessions for the
managers and concerned members to find out the best measui@ntkatrisks and priorities them and
make risk register to set a clear strategy and riskagement plan accordingly. Documentation is an
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essential thing to do, where the company risk register shmviist of the risks that the company has
passed and to overcome them, also the expected.

In the beginning of each interview this question was askeml What extent do you think that the
subject of this study is important?"

The interviewer which is the researcher himself of #tigly has taken the perspectives and attitudes
about the importance of this study, in each interview, and theeasisshowed that this study is very
important since it focuses on a side of change other thamntnecial one, and the perspectives showed
that the importance of this lies in many points, where itistuthe market change since markets never
stay the same, and trends where moved to concentrate on ttenmesf change as a main risk internally,
the need to change current skills and experience, although $ahe interviewed managers stated that
the company cannot leave its core business to move to cetyptetv field, concerning external threats
the company should seek the risks that comes from outsideiti@any environment such as clients and
market needs, also studying the main reasons that mayhkeadrhpany and force it to adopt change.

5. Conclusions and recommendations

The main objective of this study was to assess the rislomorate strategic change. For this purpose a
contracting company specialized in industrial process falwica installation, was chosen and its top
management members were interviewed, where the inbadienanagers mostly have experience of not
less than 16 years in the field.

The findings imply that risk management should be consideradcesative and iterative approach with
continuous feedback resulting from its continuous implementationewewg and modification.
Managers have considered risk management as an integraf ffag business plan and adopting change
is necessary due to the rapid changes in environment and custoesels, and markets. Thus, the need
for taking a contingency risk plan is necessary for any rigknlag come as a result of change adopted.
On the other hand, losing the original core of expertise, atkstablishing new clients, matching the
financial resources with the new change requirements Wweredre of the risks that managers mentioned
they expect to face in any case of change in productswces

Finally, according to what the results showed and what tévatiure explored, it is obvious now that any
change the company is choosing or forced to adopt should be acgedwih risk that explains the most
significant and expected risks that may come as a resatineequence of the change, and a plan to face
them either mitigate, avoid or exploit any chance availabléarface of risk, thus keeping a sustained
competitive advantage.

5.1.Recommendations

In the case of this study; it is recommended to propose anogkam to enable managers in the company
to identify risks as they arise and expect what can be edeaeink and prioritize them in order to direct
the available resources towards the important risks. The rankindg be used through calculating the
probability and impact of each risk.
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Another recommendation the researcher suggests is to adoptnaéwis tools and techniques that may
help to save time, cost and efforts, since it can mir@rthe threat of a risk if previously expected and the
way to avoid or mitigate which is already set.

Change is not always an option, sometimes it's a must, andishusianagement planning should be a
culture that has to be spread all over the company, écisnmmended that top management should give
training sessions to its members especially who are alrg@etyialized in risks issues, to enhance their
ability to predict risks and set plans to face them.

The results of this study can be used to find new trend in adopgk management tools and planning in
any strategic plan for change. In the targeted compamgacton for the study purpose was positive, since
the company is in implementing a strategic plan of changeyeinttries to minimize any risk will arise,
the company is changing from being a specialized compangdée$s skids fabrication and installation that
was responsible to handle parts of projects in the industbe 8m EPC ( Engineering, procurement and
construction) contracting company that handles the project frtomZAwhich means it has been changing
its products and services performed, some of the riskspredected before and plans were set to face them,
but the plan for upcoming and risen risks is not clear enougk siew risks are emerging due to the
dynamicity of the environment.
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7. Appendix 1

In this study context, the Top management of the company niereiewed: The Business Development
manager, HR director, Managing Director, Operational Mana§upply chain Manager, financial
Manager, Project controls and planning manager, and two projeciges.

The following are the questions of the Interviews. Afterdating them by: practitioners, and academic
professors in the field.
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Abstract

Value chain is a well known management model for improving bssioempetitiveness. As value chain
facilitates meaningful grouping of business processes, opefatitrligence based on value chain
encompasses a wider scope for analytics. One approach flmrnpieg value chain operational
intelligence is through the concept of analytic clusters.licaclusters are essentially a way to group
critical business process information together such thatables value activity to achieve success with
respect to some measure. This paper outlines an approachetopdsuch analytics clusters through a
University value chain prototype which is implemented inolgfa PL/SQL language.

Keywords: Business Intelligence, Operational Intelligence, Value ChaininBss Process, Oracle,
PL/SQL.

Introduction

Business intelligence (Bl) is a collection of concepts authriiques that provide insight into business
operations and competitive environment (Cody et. al, 2002; Dayal, &009; Kimball and Ross, 2010;
Olszak and Ziemba, 2007; Sharda et. al, 2013). Even though Bl had gdwt of attention in the context
of discovering emerging business opportunities (Chen et. al, 20h#a,009; Watson and Wixom
2007), the utilization of its concepts to enhance business precéssegh operational intelligence is
evolving (Elbashira et. al, 2008; Golfarelli et. al, 2004; Ka@@l12; Marjanovic, 2007; Marjanovic,
2010). As an organization is a collection of business procesga®vimy business process performance
through operational intelligence is essential for it to achié business objectives, besides facilitating
competitive advantage.

Generally Bl generates insight through modeling of businessmatayn and performing analytics
through a data warehouse in the form of star schema or its&(Agrawal et. al, 1997; Kimball and
Ross, 2002; Kimball et. al, 2008; Sen and Sinha, 2005; Wrembel kaodcilia, 2007). Modeling of
the data warehouse schema is accomplished through analysisiresBusperations (Ponniak010)
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involving business activities or a business process. Now evenhthoadeling of information for star
schema is important as it allows an organization to make sérd&a and generate the insight that is
useful and relevant to the business process, such modebsgeastially a snapshot on some factors of a
business process.

An alternative approach can be to develop clusters of infmmateeded for business performance
success with respect to some performance criteria. Sluskers can be referred as analytic clusters.
Analytic clusters can then provide the information thateaable a business processes to achieve success
with respect to some measure. Such an assessment prawidsmess with a more timely understanding
of how the business process is performing.

Given the multitudes of business processes utilized by an pagiemi, it is better to group business
processes for operational intelligence. Such grouping facilitatesideration of a broader set of analytic
information for business performance success. In this contextvdlue chain model provides an
appropriate model that aligns business processes with businestgaalslytics and value generation.

Value chain is a management model for improving business d¢ibivgreess (Barnes, 2001; Porter, 1979;
Porter, 1985; Porter, 2008). Since the model sequences the pamérgupport activities to support
business operations, it also provides fluidity in business operdtammsan analytical standpoint. A value
chain based analytic approach facilitates meaningful groupibgsiness processes such that appropriate
value from business operations can be derived. An analytstecs approach for value chain model
activity is shown in Figure 1. It is possible for a value chadtivity to have many clusters based on
different success measures.

Process
Information

Process
Information Frocesy
Information

Process
Information

Process
Information

Process
Information

Value Chain
Activity
Process
Information

Process
Information
Process
Information

Fig. 1 Analytic Clusters for Value Chain Model

Process
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Information

There have been attempts toward analysis of businesstioperan the form of process monitoring,
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process analysis, process discovery, conformance checking,tioredicd optimizations (Castellanos et.
al, 2009; Grigori et. al, 2004). Besides, there have also beleration of business rules for business
process intelligence (Arigliano et. al, 2008; Debevoise, 2006taK2012; Mircea and Andreescu, 2009).
These approaches either tie business rules to measuresetitsfined a priori through existing policies
without much emphasis on database analysis or outline businestorudeecific performance metrics.

This paper outlines an approach to develop analytic ctukieoperational intelligence through the value
chain model. Since each value chain activity is aectibn of business processes, analytic clusters for
each value activity can be derived through a multidimensiomadel like star schema. The paper
illustrates the concept through a prototype of a Universityevahain. Review of business process based
operational intelligence is outlined now. Value chain concegoatliined next from the perspective of
process based operational intelligence, followed by a prototypeadytic clusters based on University
value chain.

Review of Process based Operational Intelligence

Business process intelligence analyzes business processesute that their operational efficiency is

consistent with their stated objectives. The goal is to opginsuch processes for competitive

performance. There have been three approaches towardsiatiliaaBl towards business process based
operational analytics. All three approaches focus on individuahéss process operations instead of
ensuring or determining their value metrics from the persgeofia business value chain.

The first approach focuses on (i) using Bl concepts toward dynprogess performance evaluation

(Castellanos et al., 2005; Kaula, 2012; Tan et. al, 2008), an@lyze event logs to improve the quality

of business processes (Aalst et al., 2007), or (iii) monitor psoostances to inform users about unusual
or undesired situations (Grigori et al., 2004). These appreaqgb@y Bl to individual business processes
along with providing analytics associated with business praasssties.

The second approach emphasizes analytics with selected Businesss activities within the modeling
process (Bucher et. al, 2009). It shows reference to analftrmation during business process modeling
as a way to incorporate Bl. The approach is short on impletn@mietails on how to perform analytics.

The third approach focuses on utilizing Bl to reduce redundanifispions of recurrent business
functions when modeling business processes (Thom et. al, 2008pstelts reuse of business function
specifications and helps to improve the quality and compasalmfitbusiness process models. This
approach is not focused on performance metrics but rather amoteding process.

Value Chain for Operational Intelligence
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A value chain (shown in Figure 2) is a chain of actigitibat a firm operating in a specific industry
performs in order to deliver a valuable product or servichaontarket (Porter, 1985; Porter, 2008). It
represents all activities that a business undertakes to anpkauct or service from its conception to its
end use and beyond. Value chains can be split into primary aetivties and support value activities.
Each value chain activity is a collection of business ggses. For instance one of the primary value
activity in a manufacturing business is inbound logistics. Inboundstiogi may consist of business
processes such as inventory management and inbound freight logistics

Procurement

Plant Maintenance

Human Resource

Information Technology

Inbound Logistics Operations Outbound Logistics | Marketing & Sales Services

Primary Activities || Support Activities

Fig. 2 Value Chain Model
Value chains are utilized to improve business competitivemgstetermining the value of each activity
toward business success. The two common methods of determaliregare cost and differentiation.
However, from a business intelligence perspective amalige mechanism for determining value can be
performance metrics that provides a measure of a valuetgstsuccess and value.

As a value chain model is based on the process view ofgamization, the data generated by business
processes within a value activity can be analyzed to igethitd performance measure for the overall
activity, and accordingly develop performance metrics toraete the value for such activity. For
instance, inbound logistics that involves relationships with seigpland includes all the activities
required to receive, store, and disseminate raw materigdsoduct inputs includes business processes
like inbound freight logistics, procure to pay, and so on. Oncalithensional data and performance
measures for determining the value of inbound logistics is féEhtia multidimensional model star
schema can be developed to facilitate such analytics.

University Value Chain Model for Operational Intelligence
To illustrate the concept of utilizing value chain model for opamal intelligence, a generic University

value chain model is outlined in Figure 3. The diagram oobu$es on some of the student related
primary value activities.
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Procurement

Plant Maintenance, Residence Life

Human Resource

Information Technology

Inbound Students |Course Operations [Qutbound Students| Marketing Services

Provide services for
student tuition,
residence, finance,
and technology
support

Provide courses Facilitate hiring of
toward student students by Market degree and
Student Application graduation companies diploma offerings

Primary Activities || Support Activities

Fig. 3 University Value Chain Model

In the figure “Inbound Students” pertains to activities assediatith the recruitment of prospective
students by the University. It includes processing of studenicapiphs. “Course Operations” includes
all activities ranging from course registration, advisiogtudent graduation. “Outbound Students” refers
to University activities that facilitate companies teivcampus to interview and offer jobs to graduating
students. “Marketing” are the efforts the University undertaggomote their programs. “Services” are
supplementary activities like financial aid, residence hwaihg, or computing support that facilitate
proper living and timely graduation of students.

As each activity is a collection of business processes, adagssprocess specific value chain model is
shown in Figure 4. In the figure, Inbound Students contains busir@sspes like Campus Recruitment,
Campus Visit, Student Orientation and Student Admission. The lsgsmecesses in Course Operations
range from Registration to Student Graduation. Outbound Students dsupireeesses range from Job
Workshop to Career Placement. Marketing contains business medissCollege Fairs and Advertising
Campaign. These business process pertain to the marketirgnpius degree and diplomas. Services
contains business processes pertaining to cashier serviseenoe life, financial aid, and technology
support.

Procurement

Plant Maintenance, Residence Life

Human Resource

Information Technology

Inbound Students | Course Operations |Outbound Students; Marketing Services

Campus Recruitment Registration Cashier Services
Campus Visit Advisement Job Workshop Residence Life
Student Orientation Course Scheduling | R g Compani College Fairs Financial Aid
Student Admission Student Graduation Career Placement Advertising Campaign | Technology Support

Primary Activities || Support Activities

Fig. 4 University Value Chain with Business Processes

The business processes within a value activity are oftereseed in their operations as shown in Figure
5. For instance, in the figure, business process sequence for InStudahts, Course Operations, and
Outbound Students value activities are shown. In general sugiballoarrangements facilitate
understanding of the workflow sequence within a value activity
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Fig. 5 Value Chain Activity with Business Process Sequeac

Transform Value Chain Activity into Analytic Clusters

Value chains can assist in the development of analytitectuas a way to assess whether the value chain
activities are aligned with business objectives. To accaimpghe development of analytic clusters (i)
dimensional modeling on the group of business processes withlneackain activity in the form of star
schema is performed, (ii) followed by the transformatiorstaf schema into relevant analytic clusters,
and (iii) finally reference the value chain model t¢ aealytic triggers based on analytic clusters to
ensure the success of value chain activity.

Star Schema Prototype for Value Chain Activity

To ensure that primary value activities are achieving th&lmevand success, one can develop a star
schema for each such value activity. So for example, Inbounde®ts value activity value can be
enhanced or have more value if more students get accepidhigher the student acceptance, the better
the overall success of the Inbound Students value activity. $eathf determining what factors
contribute to a specific student acceptance count for valuetyaaiptimum success, an alternative
approach could be to determine the impact of certain dimehdectars towards student acceptance.
This approach utilizes appropriate or relevant dimensions fronbublmess processes within Inbound
Students. Figure 6 shows some of the dimension entities @ssoaigh the business processes within
Inbound Students value activity.
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Fig. 6 Dimension Entities of Business Processes

These dimension entities are then assembled in a star siheshawn in Figure 7 with performance
measure on student acceptance count. Unlike the traditionaickama where the dimensions are tables
with associated attributes, the star schema for analigsters will have dimension entities/tables with
single attribute. Since the purpose of analytic cluster sdweide the impact of individual information on
performance measure, the resulting dimensions should be stduoiite single attribute. Such
dimensional structuring also provides the impact of the at&riluithin the scope and context of value
activity. As multi-dimensional analysis is often time lshd@me dimension is also added to the schema.

[ Recruit Trip |
Events o Application GPA
PK | Rectruit_ID PK | App_GPA_ID
Event_Name GPA
E= +
e e e e e - |
L — |
Application | | _
High School | ){ Campu§ Visit
7 VAN Sessions
il B [ gcceptance | — M Pk | visitD
HighSchool | Count I 2
s S Count_ID Bt — Session_Name
Accept_No
¥ v

Application ACT Time_Dim

PK | App_ACTID PK | TimelD

ACT

Qtr

Year

Fig. 7 Student Acceptance Star Schema

The analysis of student acceptance count analytic clusiérshow the factors that contribute to an
improvement in student acceptance over time with regahdbimund Students activity. The relationship
among the dimension attributes defines the value driven analyster. The dimensions structure is not
hierarchical. The table structure with sample data foratt®/e dimensions and fact measures are listed
from Table 1 through Table 8 as follows:
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Table 1. APPLICATION HIGH SCHOOL

APP_HS_ID

HIGH_SCHOOL

Central High

Kickapoo High

Lincoln High

Shawnee Mission

Blue Valley

Table 2. APPLICATION ACT

APP_ACT_ID ACT
1 20-23
2 24-27
3 28-30
4 31-33
5 34-35

Table 3. APPLICATION GPA

APP_GPA_ID GPA
1 22,5
2 2.6-2.9
3 3.0-3.4
4 3.5-3.7
5 3.8-4.0
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Table 4. CAMPUS VISIT SESSIONS
VISIT_ID SESSION_NAME

1 Financial Aid

2 Overview

3 Career Service

4 Campus Tour

5 Online Tour

Table 5. RECRUIT TRIP EVENTS

RECRUIT_ID

EVENT_NAME

UMKC Career Fest

Central High

Kickapoo High

MSU Career Fest

MSU Online

Table 6. TIME DIM
TimelD Semester | Year
1 Spring 2012
2 Fall 2012
3 Spring 2013
4 Fall 2013
5 Spring 2014
6 Fall 2014
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Table 7. ACCEPTANCE COUNT (Part I)

COUNT_ID | ACCEPT NO | APP_HS_ID | APP_ACT_ID | APP_GPA_ID
1 80 1 1 1
2 65 2 2 2
3 40 3 3 5
4 15 4 4 2
5 75 5 5 2
6 20 1 2 3
7 90 3 3 3
8 75 4 3 2
9 35 3 2 1
10 40 2 1 2
11 80 1 2 2
12 75 5 3 4
13 55 5 5 2
14 70 1 3 2
15 50 3 2 3
16 75 2 3 2
17 95 1 3 3
18 50 3 1 5
19 40 4 4 4

20 65 2 5 2

21 50 1 1 1

22 70 1 2 4
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23 20 3 3
24 10 4 4
25 85 5 3

Table 8. ACCEPTANCE COUNT (Part 1)

COUNT_ID | VISIT_ID | RECRUIT_ID | TIME_DIM_ID
1 1 1 1
2 2 2 2
3 5 2 3
4 4 4 4
5 5 5 5
6 4 5 6
7 2 1 1
8 1 5 2
9 2 3 3
10 3 4 4
11 4 5 5
12 2 3 6
13 4 3 1
14 2 3 2
15 5 3 3
16 5 1 4
17 2 2 5
18 3 2 6
19 2 4 5
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20 2 5 6
21 1 1 1
22 2 2 2
23 5 2 3
24 4 4 4
25 5 5 5

Transform Star Schema into Analytic Clusters

Once the star schema is queried, the specific dimenstare#anents (or factors) that affect student
acceptance can be identified. The relationship of thesendion data elements (or factors) with fact
measure is then expressed in the form of analytic clti8terlogic of developing analytic cluster based
on star schema query is shown in Figure 8.

1
Define SQL Query with selected Dimension
attributes and WHERE condition of some
Win Probability success measure

Y
2

Count occurence of each Dimension

attribute value in SQL Query output

3
Check percentage of each Dimension
attribute value in SQL query output

4

When percentage of each Dimension

attribute value high, list the Dimension
attribute as part of analytic cluster

5
Complete Analytic Cluster

Fig. 8 Analytic Cluster Logic

The logic is implemented through a PL/SQL database procecheamplementation is PC based. Key
features of the logic are as follows:
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1. SQL query (part of logic step 1) is developed. For exantmeptlowing query lists dimension
attributes associated with count of students accepted.
select app_hs.high_school, app_act.act, app_gpa.gpa ,

campus_visit_sname.session_name, recruit_trip.event __name, time_dim.semester,

acceptance_count.accept_no

fromacceptance_count,app_act,app_gpa,app_hs,cam pus_visit_sname,recruit_trip,
time_dim

where app_act.app_act_id = acceptance_count.app_act _idand
app_gpa.app_gpa_id = acceptance_count.app_gpa_id an d

app_hs.app_hs_id = acceptance_count.app_hs_id and

campus_visit_sname.visit_id = acceptance_count.visi t_id and
recruit_trip.recruit_id = acceptance_count.recruit_ id and
time_dim.time_dim_id = acceptance_count.time_dim_id and

accept_no > 60;

2. Once the queries are executed, the procedure counts time@sstd each attribute in the query; if the
count for an attribute is more than 50% then that attribute doesdtieong influence over the metric
measure (part of logic steps 2 through 4).

3. List each attribute value that has high count to becomefpidue analytic cluster (part of logic step 5).

The dimension data element factors that influence high stualsdgptance depends on many key
information. Figure 9 shows an instances of an analyticesltisat influences student acceptance greater
than 60. The analytic cluster in the diagram emphadizdsrtbound student value activity with respect to
success criteria of high student acceptance involves motieeahformation pertaining to Act scores
between 28-30, application GPA ranging between 2.6 to 2.9, iewesession attended by prospective
students, and students enrolling in Fall semester. So now thwerkity can focus on these factors to
further improve student acceptance, besides working on improvieg imformation to further enhance
acceptance count.
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Application GPA
between 2.6-2.9
ACT between 28-30

Acceptance
Count > 60

Campus Visit
Session is
Overview

Semester Fall

Inbound Students
Value Activity

Fig. 9 Analytic Cluster Information impacting Inbound Students Value Activity

Utilize Value Chain Analytic Cluster

Once the analytic cluster for the value activity is eleged, the business process sequence within the
value chain activity can be utilized to identify the Inesis process activity that need to be monitored with
respect to cluster information. For example, efforts camade to ensure applications in Fall semester
reflect cluster information. Since efforts can be madienfarove Overview sessions as it seems to have
the biggest impact on applicants. Besides, analyticerkisor other success measures can be developed.

Conclusions

The value chain model of an organization can be a meaningfylto facilitate analysis of business
processes and operational intelligence. As business intelligengses on improving decision making
within an organization, presenting actionable information toritifie people at the right time improves
the quality and timeliness of decisions with respect to theewghain activity. A key aspect of value chain
analytics is the alignment of performance based on ctustemformation to ensure success across a
group of business processes.

Even though operational intelligence is generally associatédindividual business processes, the paper
shows value chains provide an alternative approach to gairntineig successful business operations.
Further research is underway to (i) develop more complelytanalusters, (ii) explore association of
analytic clusters with value chain activity transactiomatking, and (iii) develop dimensional model that
incorporate business process sequence for cluster specification.
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Abstract

During the past decade, ten new EU member states reach@h degree of market integration and
macroeconomic stabilization as part of their accessiocegs. The main challenge for these countries is
to deal with large and potential volatile capital inflows amdc¢hieve nominal convergence needed for
adopting the euro. These challenges must be addressed within thefstepkmited fiscal policy. In the
context of macroeconomic adjustment, macro-fiscal policids b& in the focus of macroeconomic
policies in the years that follow.

They need to focus on meeting the requirements for sustainahiEiU, and to assist in absorbing the
effects of aggregate demand of large capital inflovss.irSterms of macroeconomic convergence for
SEEG6 countries and the case of Macedonia, EU membershipeegoinvergence of the Macedonian
economy with that of the EU in realistic conditions, indiegtincome per capita and economic structure,
and in nominal terms, meaning convergence of prices, inflatiorinterest rate's.

Keywords: European Union, EU convergence, EU accession, SEE6, Macedonia, ecog@mwih,

exchange rate regime, euro

1. INTRODUCTION

! SEEG6 countries are: Macedonia, Serbia, Bosnig-mmdegovina, Montenegro, Kosovo, Albania
75
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According to literature, the macroeconomic policy of the new reéiber states is facing two main

challenges. The first is to manage the continued and rapad$s of future real economic convergence,

which will come with high real GDP and productivity growth gatend large capital inflows. The second

challenge is to achieve the degree of nominal convergence mkdairenter into European Monetary

Union (EMU). These two challenges are not unrelated, sudpasgrowth and large capital inflows can

overburden realizing of nominal convergence, i.e., there are geambns to assume that the real

convergence would be easier to manage in some countrigsyifwere allowed to adopt the euro

immediately. Both challenges are mainly associated wattafipolicy: managing capital inflows- because

fiscal policy can absorb some of their demand effects, and abneionvergence- because the

sustainability of public finances is part of the requiremémtentering EMU.

2. MACROECONOMIC CHALLENGES FOR COUNTRIES OF SOUTH-E ASTERN EUROPE

A survey provides an interesting overview of progress veth and nominal convergence in Central and

South-Eastern Europe and the macroeconomic challenges th&dbeyn their path to the EU (Schadler

et al., 2005). Namely, referring to the macroeconomic lgiabind progress in transition both are closely

related and both are important for sustainable growth and geotpeards a functioning market economy.

Progress with structural reforms can help for macroecanatability, for example, by reducing the

structural external deficits. Also it helps the nominal cogerce, as the productivity realizes the

improvement of competitiveness and helps disinflation by maingiow unit cost. In a study describing

experiences about the development in the newest EU memlansuEishows that the development in
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more successful transition countries reflects higher totabfaf productivity than the growth in relative

levels of capital and labor (Fidrmuc, 2004). This underlinesnipitance of market-established reforms

for development. Various indicators show that the most of theh®astern countries require continual

progress in transition reforms to become functional marl@iaies. In regards to structural reforms, if

they remain slow, positive growth rates seen in the fiast years in many South-eastern European

countries may not be sustainable. This would slow down real agmmne. Initial reforms-like trade and

price liberalization, privatization in many countries, amdative macroeconomic stability-facilitated

lessened development since 2000 in many countries in the region.

3. IS THE REAL EXCHANGE RATE A POLICY VARIABLE?

Like many countries in the early stages of transition, Sowttesa European countries rely mainly on

exchange rates to reduce the inflation. In many countrefiaege rate helps to reduce the inflation to

lower single digits since 2004. Albania’s managed float andrimdl inflation targeting were also

successful in keeping inflation low, while in Romania, atifin, although declining under the managed

float, remains close to double digits. Since 2000 Serbia hitteds between nominal and close to real

exchange rate targeting (with important regime shifsairly 2003 and 2005Pe Grauwe and Schnabl,

2004) Inflation first declined with the exchange rate anchat,an increasing external deficit prompted a

shift to a managed float in 2003. However, inflation resiirges suppressed administrative prices were

readjusted and growing euroization contributed to an increasesstim@ugh from the exchange rate to

prices. The regime shifts may also have adverselgtaffenonetary policy credibility, as indicated by the
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growing euroization. The exchange rate anchors and sluggishustuceform put pressure on

competitiveness. Fixed or nearly fixed exchange rate$eeanto unsustainable real appreciation and loss

of competitiveness, unless fiscal and incomes policies rerigim and structural reforms boost

productivity. For example, in Serbia, the exchange rate anal2f(2 became unsustainable as large real

wage increases and slow structural reforms eroded ciivgreéss and increased the external deficit.

Pressures for real appreciation in the region also anise the large inflows of foreign currency. The

evolution of EU export market shares also suggests that Macadagihave lost competitiveness, while

most others have increased their share in the EU mdiketreal effective exchange rates data (REER)

show a large appreciation in Bulgaria, Romania, and Albaniadent years, which at least in the former

two is likely to reflect changes in market fundamentalstarms of increased productivity. In the

remainder of the SEE, there is no clear trend with aggreciation and the REERs have remained

relatively flat in the past few years.

South-eastern Europe can draw experience from recent new BElenstates with monetary framework

during accession. Exchange rate regimes during accessiohdad different variations, which indicate

the importance of fundamentals and associated policies inmthkementation and achievement of

macroeconomic stability (Schadler et al., 2005). Some dhathest recent EU members gradually moved

from exchange-rate-based stabilizations to more flexible mognetalicy as transition progressed.

South-eastern Europe has much lower speed of reforms anddooveth rates. Related to this, capital

inflows to the region are much smaller and have shown greigfgersion between countries.

Regardless the exchange rate regime, the appreciatioe oédahexchange rate among countries in the
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region is significant, although it is slightly lower when comgplato countries in the EU member states.

As a result, these countries suffer from loss of competgis®nThis can be clearly seen from the

movements of the deficit on their current account, which apeitant in all these countries. For example,

the current account deficit in 2007 ranged from 3.1% of GDP atddonia to 36.2% of GDP in

Montenegro (European Commission, 2007). Using the exchange rateelass the inflationary

expectations has been effective so far, producing a low aple stflation rates. In terms of high import

dependence and the relatively slow implementation of struatefarms realized in increased export

potential, contributed to the importance of high trade defidiich was largely financed by high private

transfers (Dauti and Pollozhani, 2008).

4. ANALYSIS: MACEDONIA'S FULFILLMENT OF ECONOMIC CRI TERIA: CURRENT
SITUATION

The EU agenda remains strategic priority for Macedonia. To withecompetitive pressures and market
forces within the Union in the medium-term, the country néedsldress important challenges through
determined implementation of structural reforms. The econoagiovery continued to progress, but it
remains narrowly based on the external sector, and has hiedlimnpact on unemployment which
remains high especially among young people. Financial stability pwaserved and FDI inflows
increased. Fiscal discipline as well as transparency aniyqaf government spending deteriorated.
Prospects for growth and employment depend largely on the busiméssnment of the domestic
private sector. A better alignment of workers’ skills wigilbour demand needs to be tackled through
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further reforms of the education system, including the implgation of the vocation training strategy.

Regarding public finances, the renewed deterioration of fissalipline in 2013 and 2014 calls for

improved budget planning procedures and better consistency of annuadt dgution with the

medium-term fiscal strategy (Sedelmeier, 2006). The qudlipublic spending should be improved, by

shifting the composition of capital expenditure towards growth-emmgmievestment. Monetary policy

remained successful in defending the currency peg. Tlaiam environment remained benign, creating

room for monetary policy to stimulate sluggish credit growthe Trtrease in the consumer price index

(CPI) averaged 2.8 % in 2013, down by about 0.5 percentage poices2§i12 and fell further in spring

2014, mainly due to declining prices for food and housing and utiNiB&M, 2014).

5. DISCUSSION: MACEDONIA’S CHALLENGES TO EU ACCESSIO N

The performances of the real convergence of Macedonia lamusigricompared with the new member
states. Although GDP growth is accelerating in Macedoniahén gast few years, in comparative
perspective Macedonian inability to maintain rapid convergen€&DP per capita with EU countries, is

a source of concerifHoltemoller, 2005) Given low Macedonian GDP per capita, realizing real
convergence in per capita income is increasingly importattem&lacedonia has suffered from regional
instability and domestic disturbances, as other new memhsrsfaced with economic and financial
crises(Bisev and Petkovski, 2003)he growth of capital stock is a key component of cealvergence to
new Member States, because the ratio of investment ®i§Bigher in most of those new member states,
which ranges between 35% and 25% of GDP.
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The investment rate of Macedonia is on average less than 2GBRyfwhich made the per capita income

convergence with the EU impossible, through the growth of théatapock. If Macedonia isn’t able to

increase the share of GDP and to devote at fixed capitalation over 25%, will be forced on fully

devoting for productive gains, thus to be with the level obnme per capita of other EU Member States.

As of reports about economic policy it is clear that In Jan@@14, the authorities submitted the eighth

Pre-accession Economic Programme (PEP), outlining key econfisual, and structural reforms for the

period 2014-2016. Its macroeconomic and fiscal framework is somewgtaistic with gradually

increasing growth averaging close to 4 %, driven by domestiadé, and a gradual reduction in the

general government deficit ratio to 2.6 % in 2016. Furtfferts will be needed to improve the business

environment, in particular market exit procedures and adoefisance. The political consensus on the

fundamentals of a market economy was maintained, but economay @oid public expenditure

management remain driven by ad hoc concerns rather thiomthiterm requirements of the economy.

Analyzing macroeconomic stability, the current accountcdafarrowed in 2013 to 1.8 % of GDP, as the

merchandise trade balance improved in spite of a drop ierdumansfers. In the same period, foreign

direct investment (FDI) inflows strengthened- in 2013, thepaued for 3.5 % of GDP, and stayed at

the same level in the first half of 2014. In 2015 pick-up in expcivity is expected, when the new

capacities are taking up operations. Output growth needs tmdve broadly based, and external

imbalances are likely to widen again temporarily in vigwnvestment-related importH.is important

to mention that many of the larger rates of the capitaldton in the new member states is due to high
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levels of corporate savings and capital inflows, mainly infthen of FDI rather than result of high

domestic personal savings. Thus, the low level of FDI in Macadera reason for short-term decline in

capital formation. Another barrier for investment - whichrggrowth - is domestic "investment deficit",

which is mainly due to poor profitability and savings as the tnvest behavior of Macedonian

companies too. Thus, the overcoming the low propensity for ingesynthe Macedonian firms is

particularly important for real convergen@idabermas, 2012Macedonia differs from the new Member

States not only because of its low level of capital formatidrbboause of its different dynamics of total

factor productivity as wellBecause of the capital accumulation in Macedonia some minailzdidns

for development were recquired, such as changes in employneent total factor productivity growth,

which were the main driver of GDP growth as well, from gaar to anotherTo formulate effective

policy it is necessary to research the growth of total fagtoductivity in Macedonia, as well as the

causes of low business investment. The other elements sefrtictural convergence are the movement of

labor and economic activities, generally from agriculture ndustry and services. In all transition

economies this structural change is an ongoing process andpaisat the international routes where all

countries experience a shift in economic activity from adftice to manufacturing and then from

agriculture and manufacturing to the services, as the ing@neapita is increasinfEdwards, 1998).

Labour market conditions improved marginally, but remained aigilg. The unemployment rate fell

gradually, to 28.2 % in the second quarter of 2014, from arageef 29 % in 2013. Reforms to tackle

the structural rigidities of the labour market have made tniited progress. The employability of
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workers should be improved through structural measures as whhoagh better targeting of the active

labour market measures (Joseph and Hitchner, 2008).

Macedonian industrial value of added share is declining fiastarin the case of new Member States, and

in Macedonia’s case, this structural change occurs with stoaltergence in per capita income. EU

Membership can improve the industrial situation in Macedonigy dnlthe access largely makes

Macedonia a location from which foreign investors can sdrd-t) market if the domestic industry, with

the help of FDI can take the necessary change for ifsupuan issue explored in greater detail in the

section of the industry.

6. PERSPECTIVES: ECONOMIC CONVERGENCE MACHINE IN SEE 6

The main goal of National Bank of Republic of Macedonia isntfaéntenance of the price stability. In

this manner the National Bank is committed to applying ategfyafor maintaining stable nominal

exchange rate against the Euro. The role of the exchamgeas a nominal anchor derives from the

characteristics of the domestic economy, as a smalbpad economy that is highly dependent on the

import of primary commodities (European Commission, 2007). Adaxgedonian exchange rate can be

used as an instrument for export performances of the country.

Macedonian policymakers should create policy with several d#@uossed on exchange rate policy

because:

A competitive real exchange rate provides an incentivexXports
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The impact of exchange rates on trade should be seen ootiext of continued integration of

supply chains

Exports generally include high import content and impact of foraigrency-exchange appreciation

or depreciation on any finished product because it is compleke Iflepreciation of the exchange rate

makes its exports of finished products "cheaper", it makes ieghodmponents "expensive" for domestic

producers.

Maintaining growth and reducing the unemployment in a small gpeh economy such as

Macedonia depends from improved performance of exports.

Improving the performance of exports can help to preserveoeeamomic stability by closing the

gap in the current account to avoid wasting supplies and tahstapowth of external debt.

Improving performance requires improving export competitiveness.

An outward oriented, market-friendly trade regime, which ersigha the dismantling of import

controls and tariffs (permitting access to inputs at worldegjicand streamlined bureaucratic procedures,

i.e. export and import procedures, modern customs administration anderdfficalue added tax

administration will facilitate exports, including from SMEs.

Given the high openness of the economy, the risks to thectgdjgrowth continued to result from the
global environment and developments in the external environmeiieBynd of 2015, the credit growth
was projected to accelerate and it reached 8.5%. Deakpitaoderate deterioration on the current account,
it is estimated that its negative balance is fuihahced by capital inflows, mainly coming from foreign
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direct investment and external borrowings for infrastructureept®j In 2015 the foreign direct was

gradually increased about 4.5% of GDP, respectively. Thalfilicy is important factor that influence

the monetary policy setup, while the adequate coordination sé thelicies is crucial for creation and

maintenance of the macroeconomic stability. After the fisegl in 2013, the budget deficit fall gradually

and it ranged about 3% of GDP on a medium run.

SEE6 growth in 2015 accelerated to 2.6 percent on averdgeixASEE economies are expected to

contribute tothe increase in growth rates as external denfimd$ up and domestic demand begins to

recover. Albania, Bosnia and Herzegovikasovo and Serbia haudgher or the same growth in 2015

than in2014. In 2015, SEE6 economies grew slightly slower than the avienaiipe EU11 countries (2.6

percent compared .7 percent growth for EU11The external and domestic risks, if materialized, will

affect negatively the prospects for growth in the SEE6 cosrare slow the nascent economic (Figure 1)

(IMF, 2012b). In an extreme case of majdeterioration of economic conditions drivdry the

materialization of above risks, SEB&tput growth in 2014 would less than h@t 0.6 percent) of the

baseline projection (df.9 percent). In 2015, growth droppleg a third (to 1.7 percent) from the baseline

(2.6 percent).

Figure 1: SEE6 Real GDP Growth Rate under Baseline anddas& Scenarios
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percent
30

2014 2015
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Source:World Bank staff.
A recentanalysis focuses on EU member countries ahdws that expanding the growth potential
through structural reforms in a stablemacroeconomic environment drives strorigcome
convergence.Translated to the SEEGneans that removing structural rigiditiestine macroeconomic
policy mix, increasing global integration, improving the economyproductive potential and
competitivenessenhancing skills and labor productivity, asitiengthening institutions would ultimately
contribute positively to income growth andnvergence.

Figure 2: Income Convergence

GDP per capita, PPF, 2005 USD
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Source:World Bank staff.

Boosting incomes in the medium to longterm with #e of converging with EU standards will mean
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not only maintaining the pace of reforms—but also converting refbemefits into robust and equitable

economic growthBoth of these are proving challengifithe reform pace appears to have slowed during

the financial crises. Countries will need to takivantage of the economic rebound to relauhehreform

and convergence processes. Thereuglence suggesting that improvements in lbisiness climate

should be broad rather théargeted toward specific sectors, as growth emgloyment creating firms

tend to be young@nd dynamic, but not concentrated in garticular sectorimproving trade links in

terms of logistics, institutions and regulationdl be important to take advantage of th&) market. In

addition, governments nedd provide reliable and streamlined procestdes guarantee EU safety

standards are met fexporting firms, particularly for agriculturakporters. Improvements in governance

standards—including the rule of law—uwill loéosely linked to the EU integration proceBsit reforms

required by the EU will also help boost economic growth in SEE countri8sch reforms are essential

to boost labor demand, reduce unemployment, address the challergasgrdemographic changes and

improve prosperity for all in SEE@ncreasing employment is essentialreduce poverty and to bring

about sharegrosperity in SEE6. Since the major sourcénobme for most households is through selling

labor, increasing employment opportunities ams$uring that workers have the skills necessarake

advantage of these opportunities assential to increase the income generatapacity of the entire

population.

7. CONCLUSION

What are the results of conducting reforms for speeding up timoexic convergence? As of the analysis
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it is shown that large potential gains could be reaped framtate reforms. Reports identify that in ten
years the Euro-area GDP could be around 6% higher if Membikeis Stdopt measures to halve the gap
vis-a-vis the average of the three best-performing Mer8tsges in each of the reform areas considered.
When the structural reform will be successfully impleradnit seems promising the growth of the
economy. Growth effects are significant and higher growth potecdia also stimulate investment
demand and help to restore investment to pre-crisis levelyZing reforms it could be noticed that
reforms that labour force participation yield the largegput effects in the short to medium run. Reforms
relating to product markets can lead to large output gaitnsctBral fiscal reforms that shift the tax
burden away from labour towards less distortionary taxes coulthjplermented relatively rapidly and
boost employment and growth already in a short to medium rdfer&ices across countries mainly
reflect where a country stands relative to “best perfornfamoe different structural indicators.
Performance gaps are particularly large in participatitesrand tax structures, and reforms in these areas
can deliver the largest effectBhere are positive cross country spillovers of structural mfpadding up
to 10% to the gains in output in the long run. The demand effectsbmogbrts and supports trading
partners’ growth, though this is partly offset by the competitdss effect. Trade balance effects are
relatively small and can turn negative where the demaiedtefiominates the competitiveness effect.
Reforms lead to significant improvements in fiscal positiond aan yield sizeable reductions in
debt-to-GDP ratios in the medium/long term, alleviating thedrfer further consolidation measures and

contributing to long-term debt sustainability.
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How could Macedonia reach and sustain higher rates of econommithghus speeding up the process of

economic convergence too?

The research offer options that include increase of the tddribution to economic growth by raising

labor participation and reducing unemployment. The second option refetise improvement of

allocative efficiency. This considers promotion enterprisgtructuring and reforming product market

regulation as including regulation in the infrastructure sedtekt option is focused on deepening trade

integration by promoting export-oriented FDI and developing the sudpdxportable goods, meaning

that Macedonia would need to integrate its logistics inmunasire. Accelerating the process of economic

convergence will be supported by fostering technological progrésstecommendations are focused on

policy-makers, inviting them to identify what policies areitually feasible and to be checked for their

consistency with the overall objective of raising and saostgieconomic growth. Next, these strategies

need to generate institutional requirements that are comnagmswith the existing institutional

endowment of Macedonia. This will lead to a near-term focusdeepening trade integration and

fostering innovation, while measures related to expanding labticipation and employment could be

adopted more gradually with a long-term perspective. Theseunesasould better position the country

to fully benefit from EU Accession and to better mandge dffects of the global financial crisis, by

strengthening Macedonia's international competitiveness. Inianldid the policy measures directly

recommended for deepening trade and fostering innovation, the fujjlosdmplementary policy

initiatives would be required:
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Advancingenterprise restructuringprivatization) and the promotion of strongearket competition

(improving product market regulation and de-regulation).

Adjusting thelife long learning systerto market needs, encouragitapor training by firms, and

improving the supply of (selected) skills by possibly reviewirigration rulesfor labor market segments

where the skills-gap is binding.

Political resistance to the trade and innovation measusesiated to the proposed strategy is likely

to be comparatively low, with the exception of enterprestructuring efforts. @npensatory policiefor

workers negatively affected by enterprise restructuring sHmuttbnsidered.

Preliminary evidence on the positive association betweessado non-banking finance and total

factor productivity suggests further examination of the role ofbmrking financial institutions in the

selection of investment opportunities and thus in fostering grawteicedonia.

Summarizing, there are starting points to introducing high intiegrdor structural adjustments and

growth:

faster productivity and quality catching — up

faster wage catch-up

faster upgrading of commodity structure leading to a fasteppisaance of asymmetries in income

and price-elasticity

impact on invisible and income accounts: increased traderangpbrt services (balance impact

neutral); increased tourism in both directions; increaseditdein other services (here lies one of EU’s

comparative advantages; more personal transfers)
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impact on capital movements: increased FDI and portfolio imes# easier access to credits and

better conditions for debt servicing

greater pressure towards reducing the “undervaluation” of thenahtcurrencies: speed up of

institutional changes and market functioning will increase agavee of price structures; additional

pressure to achieve a higher level of international puncgswer because of greater tourist flows and

increased imports; additional pressure to achieve monetariitgtabd use of the nominal exchange rate

as an anchor with the view of approximation to the Maastridietrier

greater openness of EU market.
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Abstract;

Understanding the impact of human capital on the achievemerdreércsucces is essential for each
individual in turbulent times on the labor market. In the curremtoé technology, globalization and the
general progress principles of "knowledge economy" are rulingeg®t, individual in the labor market, if
he/she wants to build own career, should work on continuous improtvefleaman capital. This helps
their recognition in the increasingly competitive labor manksich because of its exceptional dynamics,
virtually eliminates "weak players", because of theibilig to adapt to modern trends and staffing needs.
When we talk about empirical research and confirmatiohefact that human capital affects on career
success, this paper presents a statistical analysie afarrelation mentioned categories, based on 474
employees, in Serbian and Macedonian banking sector. Analyseasubirsquare test, Mann-Whitney
U, Kolmogorov-Smirnov Z test and linear regression, provingitdpeficance impact of the development
of employees' human capital on career success, viewed throffigierdi hierarchical positions in a

particular sector.

Keywords:
Human capital, career, banking sector, Chi-square test, Mann-Whitnd§olthogorov-Smirnov Z test,

linear regression.
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1. INTRODUCTION

Creating a better and more diverse sets or portfolio dfssand knowledge is certainly the most

important problem of every person with a specific vocational profifes is because the investment in

improving the knowledge and skills creates a better positiothénlabor market, and therefore the

possibility of making more money. Increased awareness af thisgible assets owned by an individual

and the organization he works for, it attempted to define kmifycthe notion of the kind of "invisible"

capital. Human capital is the level of knowledge and skiii&g are recommended and characterized by

one employee and thus determine its contribution to the productivity ofganization as well as the size

of his earnings.

The success of his career, in addition to objectiveriteased on knowledge and values that make

human capital, can be defined as a positive psychologiciaigesonnected with the achievements at

work. Thus, the success in his career initiated humaratagih be divided into two groups:

objective for career success relating to the level ofmmecand realized the position in the hierarchy

of the organization.

subjective success for career pertaining to satisfactitimtiaé job.

The aim of the research refers to empirical confirmati@nsignificance of human capital impact on the

career success and fact that factors that influence orogevent of human capital influence on the

career development, too. The research was conducted on theobgsisstionnaire in banks and / or

branches of banks operating in the Republic of Serbia and Macedao@ding to the questions in this

guestionnaire, the employees in the banking sector (474) kpxessed their views on various aspects of
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human capital and their affect on career.

2. LITERATURE REVIEW

The financial/banking sector is human capital iste@ since it relies heavily on its human resowagital to

offer services to its clients. This implies tha¢ thuman capital plays a critical role in order tteg banks to

meet their goals and thus it is important to expland study the HRM practices which impact on tinemdm

capital and banksfinancial performance.

The study recommended that commercial banks huegurce management should embrace strategic human

resource planning programs that are linked with ¢ierall banks strategy. The bank human resource

management should design an effective recruitmetityplinked to the overall banks strategy. Human

Resource Management (HRM) has made a transitiom faostate of insignificance to one of strategic

importance academically and business wise (Scletlat. 1993; Teagarden and Von Glinow 1997).As dirm

are entering into a more dynamic world of interoiadil business and as the globalization of worldketar

continues apace, comparative human resource maeatjéssues appear to be gaining momentum. Both

practitioners and academics in the field of hunmesource management are increasingly aware of e tioe

examine and understand the human resource managsyseams suitable to different sectors of the eoon

They are interested in finding relevant human resmmanagement policies and practices for diffetgmds

of organizations, for example, public/private sectonanufacturing/service sector. Human resource

management practices are central to improve thétyjoé services offered by organizations. In therds of

Pfeffer (1994), ,having good human resource manamens likely to generate much loyalty, commitment
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willingness to expend extra effort for the orgatimas objectives. Moreover, Stone (1998) remarks that

.human resource management is either part of thbl@m or part of the solution in gaining the protite

contribution of people. The above quotes suggestdhganizations need to effectively manage theindn

resources if they are to get maximum contributibtheir employees and in turn return on their ifresnt.

3. IMPORTANCE OF HUMAN CAPITAL DEVELOPMENT

In economic downturns, all employees are expedadubthigh performers and focused on what mattest.mo

As organizations try to execute business stratedmsis employees on work that matters hold people

accountable, pay for performance and measure thenreon their intangible assets, human resource

management practices continue to be revisited evahmped. Without doubt, human resource management i

one of the company functions that have experiesiguificant changes over the last few decades.eSine

beginning of the 1980s, a vast literature has t@mreloped calling for a more strategic role for hnm

resources (Guest1987; Armstrong 1991). The inangasiterest in human resources is due to the aggamp

that employees and the way they are managed iicattib the success of organization and can beuecef

sustainable competitive advantage (Lado and Wils884; Wright et al.1994). The growing importance

attached to HRM as a pre requisite for businessivalrhas fuelled studies into different fields relyn

International HRM, Comparative HRM, Micro HRM antt&egic HRM, which covers a vast array of styles

and features of the concept. However, some writgéugst (1987) regard HRM as a cosmetic measurteein t

sense that an organization having a Human Resal@partment does not necessarily guarantee a climange

the management of their people as an asset whichaihicept prescribes. Over recent years thereda@asdn
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increasing interest in the field of human resouktanagement. Currently, the literature encourages th

consideration of human resource as strategic factwt only because they play important role iatetyy

implementation, also because they are beginnindpetoreckoned as sources of sustainable competitive

advantage. Relationships between human resourcegearent and productivity have been studied from

different perspectives. Organizations in genera¢ feontinuous challenges ranging from heightendicdmead

consciousness, employment and labour law requirtsmeat to mention the need to ensure maximum

utilization of their resources to their own advay#gaa necessity for organizational survival. Sitoth

indigenous and foreign companies operate in theesemmpetitive and volatile environment in Serbia an

Macedonia, both are bound to readjust their managempractices to boost their performance. The atirre

disposition of HRM is largely associated with theagtic expansion of businesses globally, techno#dgi

innovations and fierce competition that characesrithe environment in which businesses operatey tadd

the Serbian and Macedonian business environmeiat éxception to this global development.

4. METHODOLOGY

This study investigates the factors that influence on the a@wveint of human capital and their relative
rankings depending on position of the employee in the organizétiorporate culture, employee
advancement and career success planning). Regarding tlaetehatics of the sample, the employees
who participated in the survey were of different ages, gsrated various positions in the organization or
its sectors. In order to better understands the significahtiee impact of human capital on the career
success and the perception of employees about this issue, respomdemtemployees of various
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departments and sectors that in turn perform different typgdef{from counter workers, clericals, field

agents, top management).

Statistical analysis was based on the questionnaire and nwihbpeocedures which according to the

authors are the best instrumentation of nonparametric testssessing the factors correlation between

development of human capital, career success and position afya@glin the organization.

This analysis is included the following procedures (which willpecoming text be detailed processed):

Chi-square test

Mann-Whitney U test

The Kolmogorov-Smirnov Z test

Linear regression.

5. HYPOTHESIS CONFIRMATION AND DISCUSSION ABOUT RESU LTS OF RESEARCH
After conducting a survey and collected data analyzes wenfermed using the statistical program
(SPSS) and the first in the series is a chi squareTtiest.non-parametric techniques, among other things
deals with the analysis of the statistical significarfcé® connection between two or more variables. It is
necessary first to set hypothesis on which this techniquesésiba

HO- Each factor that affects the development / level of huoaital does not affect the same
success in his career

H1- Each factor that affects the development / level ofdrunapital affects the same success in his
career.
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Based on the obtained indicators from the chi-sgjstatistic and the significance level that is tgea

than 0.05 can be observed that this confirms tHehypothesis that says different factors of human

capital differently influence the success in hiseea Also, based on experience it is estimatetlttiea

value of Phi- Cramer's V coefficients indicate @ lcorrelation between variables when it comes &irth

impact on the success of his career. This agaimsntat, depending on the position in the orgaiunat

and the level of competence of employees, variaa®fs of development of human capital have differe

importance (low correlation between variables ragdrom 0 to 0.3).

Figure 1. Chi-Square Tests

Chi-Square Tests

Asymp, Sig. (2-
Value df sided)
Pearson Chi-Square 2.8771" 4 579
Likelihood Ratio 2.882 B 578
Linear-by-Linear Association 177 1 674
N of Valid Cases 474

8. 0cells (.0%) have expected count less than 5. The minimum

expected count is 6.27.

Source:Authors estimation
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Figure 2. Symmetric Measures

Symmetric Measures

Asymp, Std.
Value Emor’ Approx. T° | Approx. Sig.

Nominalby Nominal  Phi 078 579

CramersV .055) 579

Contingency Coefficient 078 579
Interval by Interval Pearson'sR -019 044 -420 675°
Ordinal by Ordinal Spearman Correlaton -.007 045 -145 885"
N of Vaiid Cases 474

Source:Authors’ results based on available data

Given that the aforementioned Mann-Whitney U testconcluded that the different positions of

employees differently ranked individual factorsheiman capital. In other words, the different posis

of employees attach different importance factofecéihg human capital. Thus, the null hypothesis is

proved that in this case means that lower levelsmployees (common officers, tellers) attach much

more importance to factors of human capital develept and success in the career than top management,

which is in the highest position. A sample of olaéions is greater than 30, the statistical program

calculates the statistics (Wilcoxon), which in tkwgy proves that there are differences in the rapki

factors for the development of human capital betwestegories of employees (z = -0.42, p = 0.67). As

far as the Kolmogorov-Smirnov Z test that definesmmality distribution of data, we can say that éher

a certain moderate deviation from normality conside that this value should aim to 0. With an

additional logarithmic transformation of variables a square function may affect the distribution,

asymmetry and depth, because of mathematical siityplvill be examined in this paper.
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Figure 3. Ranks

Ranks
Employment
Category ] Mean Rank Sum of Ranks
= Clerical 363 22514 81726.00

Corporative culture

Manager 84 219.07 18402.00

Total 447

Clerical 363 226.76 82312.50
Employee advancement

Manager 84 212.09 1781550

Total 447

Clerical 363 22512 81717.50
Career success planning

Manager 84 21917 1841050

Total 447

Source Authors’ results based on available data

Figure 4. Test Statistics

Test Stafistics®
Corporative Employee Career success
culture advancement planning
Mann-Whitney U 14832.000 14245 500 14840500
Wilcoxon'W 18402.000 17815.500 18410.500
Z -423 -1.001 -413
Asymp. Sig. (2-tailed 672 37 B8O
Test Statstics®
Corporative Employee :I:_Iirce:srs
culture advancement plopmiser
Most Extreme Absolute 061 080 056
FEmRHes Positive 004 000 002
Megative -.061 -.080 -.056
Kolmogorov-Smirnoy £ 505 LT 459
Asymp. Sig. (2-tailed) 961 TE0 984

a. Grouping Variable: Employment Categary

Source Authors’ results based on available data

When we are talking about linear regression which is applidtie analysis of data obtained from the

survey, there are several important things that should beveldsaten interpreting the results on the
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significance of the factors that affect the developmeletvél of human capital, the strength of their

correlations and relationships with other variables. In tbigession model, as the dependent variable

was taken employment categories, which are explained preyicastied out the division of employees

into three groups (ordinary officials, heads of certain functwitisin the bank's top management). Thus,

the observation how the dependent variable is correlated withdependent variables in the regression

model, which has four (corporate culture, career advancemengssuin career planning and the actual

salary).

The following tables of regression model, which in this case exahwhat impact on certain categories

of employees have certain factors of development of human Icapgahe most important when it comes

to interpreting the results. The multiple correlation doeffit R, which shows a linear correlation

between the original values of the dependent variable and the prediéted values of the dependent

variable is 0.780, which indicates a very strong relationdiie coefficient of determination shows that

over 60% of the variability category of employees can beaigdl by the regression model, or

independent variables that belong to the human capital. Thstedcoefficient of determination (0.605)

is very close, almost identical to the value of the orginarefficient of determination, due to the

favorable ratio of independent variables and the total numbespbndents - observations (the number

of independent variables is 4, and the number of observations 474).
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Figure 5. Model Summary

ELITE HALL PUBLISHING HOUSE

Model Summary?
Change Statistics
Mode . R [ AdjustedR |Std. Error of Durbin-
I Square | Square |the Estimate e J df1 df2 e Watson
Change | Change Change
1] .780° | 609 605 486 609 [145801] 5 468 000 1673

Source: Authors’ results based on available data

As for the ANOVA procedure within the regressiondabit examines the validity of a regression model

with the statistical population. This is about gngvthe hypothesis that:

HO: R2=0o0orH1l:R2 O

Based on the output results of the column Sig.08@ conclusion is that the null hypothesis is rgdc

and that the coefficient of determination is gre#it@n O and which is established. This is to fethat

the regression model explains a significant amo@inariability in the dependent variable.

Figure 6. ANOVA

ANOVA®
Sum of _
Model df Mean Square F Sig.
Squares
Regression 172.219 5 34 444 145.801 .000°
1 Residual 110.559 468 236
Total 282778 473

Source: Authors’ results based on available data

In the final table of coefficients observed stadilsed beta coefficients representing the heighthef

significance of the influence of some independeamtiables on the dependent variable. In fact, these
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coefficients are reduced independent variables on the same pmeEmyree that all independent variables

treated in the same way with the same scale evaludtiogically, some values of coefficients are

negative which is in the line with correlation coefficiefitam the results presented above. Regarding the

factors affecting the level of human capital is slightlgéarcorporate culture takes precedence in relation

to career advancement and success in career planning. Theahighof the coefficient for the current

salary as an independent variable, that variable as thericahgredispositions and other specifics of

these different factors of human capital, it is expectéis iE due to the fact that the salary in some way

and points out the differences in the hierarchy of an organization.

Figure 7. Coefficients

Coefficients?
Standardi
Unstandardized zed Collinearity
Correlations
Coefficients Coefficien Statistics
Model 1 Sig.
ts
Std. Zero- Toleran
B Beta Fartial| Part VIF
Error order ce
(Constant) 232 125 1.847 | 065
Corporative
culture 0149 062 020 304 | 761 | -019 | 014 | 009 | 196 | 5098
Employee
advancement -026 039 -028 -664 | 507 | -049 | -031|-019| 475 |2104
1
Careersuccess | _nog | o060 | -007 |-104| 917 | -018 | -005 | -003 | 213 |4.704
planning
Educational Level
; .0oo .010 -003 -080( 936 | 514 | -004 |-002| 563 |1.776
[years)
Current Salary |3.538E-5| .000 781 [20.290| .000 | 780 | G684 | 586 | 563 [1.775

Source: Authors’ results based on available data
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6. CONCLUSION

Developed countries have long known that the human capital isghest asset they have. Even in many

marketing analysis, the element of "people" ranks among ther eleiments of marketing programs that

ensure success in the market (product, promotion, distributiomgrigackaging, planning, people ...).

With each loss even the smallest part of the humanataghich the organization has, it loses part of its

knowledge, which essentially represents a certain way otirglthe competitive advantage. Therefore,

the main development trend of the organization should be, ini@adddi other activities, the creation,

development, sustainability and preservation of human capiial disposal. The paper is talking about

the human capital together with all its accompanying etgmis one important link in the business of

specific organizations but also link that makes employees productive and successful in their career

paths. Only employees with a strong potential of their own huwapital for career success can create a

work atmosphere that brings results.
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Abstract

This article applied a previously proposed holistic cyber sgcumplementation framework (HCS-IF) to
implement the National Information Assurance and Cyber Securitye8y (NIACSS) of Jordan. The
NIACSS identifies strategic objectives, national priest and an implementation road map. For clarity,
we went through HCS-IF's major components. This process is intenddtbw a proof of concept; the
complete analysis may take several hundreds of pages. Resulted that the HCS-IF is applicable to
Jordan NIACSS.

Keywords:

Cyber security implementation, Holistic cyber securitgu@igy strategic controls, Strategy
implementation framework

INTRODUCTION

Implementing cyber security is challenging for every counfirgdale, 2015). The Jordanian government
has assigned the National Information Assurance and Cyberitgegtrategy (NIACSS) formulation and
implementation of the National Information Technology Centdf @Y which is a subunit of the Ministry
of Information and Communications Technology (MoICT). The NIACSS mvasvated by the fact that
current approaches to Cyber Security and Information Assur&eer( Security & 1A) adopted by
Jordanian Government organizations and private sector: areathgrmsic; not systematic; subjective;
have no clear definition or boundaries, are not thorough; do notinteetational standards; and do not
deal effectively with threats emerging from cyberspactod@® & Atoum, 2013). Moreover, cyber
security efforts in Jordan are not consolidated and risks araduressed at the national level. The
weaknesses in the current approaches, coupled with rapid advamis in technology place the National
networks and the Critical National Infrastructure (CNI) si.ri
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There is a critical need to secure the national informatimastructures of Jordan to be resilient to
malicious attacks or arbitrary disruption to maintain a higlellef trust in these infrastructures across
government, with the private sector, and within the citizeinrjordan, ICT sector contributes to 14.1% Gross
Domestic Product (GDP) and the government is cotethito maintain its growth (Int@j, 2011) . Moreadnfation about the
importance of ICT and ITES to Jordan economy cafobad in:(Arab Advisor Group, 2010; Central Intgdince Agency/US,
2011; DOS & MoICT, 2010; Int@j & MoICT, 2010; Schina2011).

The NIACSS identifies strategic objectives, national ptiegj and an implementation road map. The
strategic objectives aims to: strengthen National sgcuminimize risks to CNI, minimize damage and
recovery time, enhance economy and National prosperity, arebseICyber Security & IA awareness.
National priorities address the critical needs requireduidegthe implementation towards achieving the
National objectives. The National priorities cover the follayvareas: Risk Management, JO-CERT,
Awareness, Standards and Policies, International Cooperat@curing National Information
Systems/NWs, CNI protection, NEC, and Legal RegulatoegifRe. The implementation road map
guides the implementation of the NIACSS. Successful implermemtaill demand collaboration within
Government, with international partners, with the privatéoseand with the citizenry of Jordan.

The NIACSS calls for establishing a well-defined organtratialled National Information Assurance
and Cyber Security Agency (NIACSA) that oversees the effegaired to implement the NIACSS. The
NIACSA is foreseen as a central national entity for govemateand non-governmental organizations
regarding all information assurance and cyber securitiecklasues.

We take the National Information Assurance and Cyber Sgcomiategy (NIACSS) as a case study to
demonstrate the validity of the CSS-IF. For clarity, welgough HCS-IF’'s major components (Atoum et
al., 2014). This process is intended to show a proof of conceptsamot meant to be through nor
comprehensive; complete analysis may take several hundrpdges.

APPLYING HCS-IF FOR NIACSS

To make our analysis readable, we demonstrate the casebgttmliowing a step by step approach. Note
that monitoring, controlling, and other controls detailed HCSABYmM et al., 2014) are on-going
activities that span over all the illustrated process.

STEP1: REQUIREMENT ELICITATION & NIACSS GOVERNANCE

VIEWPOINTS : The NIACSS is taken as an input to the analysis gsoae proposed by HCS-IF (Figure
1). The Analysis Team may include, but is not limited teprhers from: MolCT, National Information
Technology Center (NITC), Internet Service Providers (ISAsglth Sector, IT Business Experts, and
Security Departments. It may also be useful to includa @mbers from people who participated in the
NIACSS development. Anyhow, forming a good team is not an easZgr & Kajtazi, 2015).The more
professional and diverse the team, the more successful thesisrmautput will be. This team is not
officially formed; therefore we formed a team that cossadt researchers who already have a member
from the NITC. The “viewpoints” of the team are gatheiadprporated, and summarized. The Analysis
Team worked to resolve conflict, generate a reconciled atadeting, and make sure that analysis is
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complete at least for the purpose of this research. An egaompa “viewpoints” technique applied to
the NIACSS is shown in Figure 2; it is given to illustrdte point and it is not meant to be thorough nor
comprehensive.

Current Cyber Future Cyber

Transform ) . )
security Level security Level
Controls
- CS88 Governance
CSS e
-Strategic Controls
— -Audit Controls
— -Framework Controls
-Business Controls
A,
Cs { Implementation ,f \
f |
Requirement - Framework | I——F Objectives
Elicitation | Repository \ /

CS Strategic Moves

- Requirements to Goals
- -Prioritization.
-Valuation

-Project Govemance

Figure 1: HCS-IF (from Atoum et al. (2012)
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Business
Continuity

Low level Impact

Analyst 1 Risk Assement
on National level

View Points
Example

Entities Must
address their own
risk

Entities Own

NIACSS Risk Mgmt

Risk

M Business Continuity,

Priorities Given
limited resources

JO-CERT Risk Assement

Int. Coop.
Program

(e

igh level Impact on
National level

Quantitative Qualitative

Figure 2. Example - “Viewpoints” applied to NIACSS.

GOVERNANCE : The NIACSA will be the major entity responsible for thgplementation of the
NIACSS. This entity does not exist yet and it has to béoksi@d. The NIACSA is foreseen as a central
national entity for governmental and non-governmental organizaggasding all information assurance
and cyber security related issues. The NIACSS has alag@itypated the need to establish the NIACSA,
but no implementation details about this entity were given. Wggest that structure of NIACSA should
empower the employees and engage them into a collaborativeranent. It must be adaptable to help
the NIACSA be effective and able to provide cyber security preduad services in an efficient manner.
The organization structure should enable the NIACSA to alldbateequired resources in order to
achieve the NIACSS objectives. The organizational strustuoelld be as a function of strategy; not the
reverse. While organizational structure must enable strategyst also take into account the pragmatic
issues of culture, management style, reward systemsniathative and Strategic Controls. It might also
be useful to look into some similar international organizationeuse, customize or build upon existing
experience. We mention Governance for completeness, howeveaveecbeploring this important field
for future research.

STEP2: SECURITY STRATEGIC MOVES

REQUIREMENTS TO GOALS: Requirements must be converted to goals to make it easgdsure.
Table 1 shows an example on mapping requirements to goals.“Natien Wide Risk Management” is
a requirement identified by the analysis team. It is broken diaterspecific described goals.

Table 1- Example — Requirements to Goals for NIACS

Requirement Goal Description
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Requirement Goal Description

Establish Risk Risk Should be communicated from top to low lev& Btructures and

Governance Team | vice versa. Risk should be a part of the globakgoance.

Establish Risk ) )
There should be global risk management for CSS.e@®owent might
Management Model
utilize the use of international standards of rigknagement.

Nationwide NationWide
Risk Identify Assets, ) ] ) ) )
All assets should be inventoried to track and ifigngossible risk to
Management Systems, and
each of them.
Networks
Set Security Goals andDefine specific outcomes, conditions, end pointpexformance targets
Objectives that collectively constitute an effective risk mgament posture.
Assess Risks etc.

GOALS PRIORITIZATION: goals must be prioritized and aligned with available budgegat trends
and management concerns (see Table 2 and Table 3).

Table 2: Example — Goal Prioritization (1/2).

Establish  Risk
Identify Assets
Measure Importance/ |Establish  RiskManagement
Systems, an(Assess Risks
(Strategic Control) Weight Governance Model
Networks
Nationwide
Reduce Risk 160 40 160 35 30
Improve Quality 50 5 5 10 10
Increase performance 20 20 15 5 20
Employ Regulations 20 0 20 4 1
Acquire
40 20 10 0 0
Resources(Money)
Acquire Resources(HR) 20 10 20 10 20
Acquire
40 10 30 5 5
Resources(Technology)
Enhance Internation
20 5 20 5 0
Cooperation
Asset management 30 2 20 2 0
etc.
Weights 400 21.525 73.875 17.1 15.8

Table 3: Example — Goal Prioritization (2/2).
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Weighted Goals Weight
Establish Risk Management Model Nationwide 73.875
Establish Risk Governance 21.525
Identify Assets, Systems, and Networks 171
Assess Risks 15.8

In the Sample in Table and Table , the governance agency iaitizer goals according to goals
importance given available budgets. The tables shows thatblEst Risk Management Model
Nationwide” is relatively more important that the other goélese weighted goals figures are calculated
using specific formulas (as deemed by NIACSA). Howeveanasbf each goal could be calculated using
different approaches of lessons learned database, manageaifergnces and expert judgments.

STEP3: STRATEGIC MOVES ROADMAP CREATION/UPDATING

A road map is created and is continually monitored and contiojldabard of directors, PMO and Project
Steering Committee. This roadmap is the master planlfplaais. Figure illustrates a sample high level
roadmap using Microsoft Project 2010.

Task Name - Duration - | Start - |Finish - Predecessors
- CSS-IF Master Plan for NIACSS 364 days Sun1MM12  Thu 5/2313
-'Risk Management Program 90 days Thu 4/1212 Thu 8/16/12
Establish Risk Management Model nationwide 2 mons Thu4/12/12 Wed 6/6/12
Establish Risk Governance 1 mon Thu4/12/12  Wed 5/9/12
Identify Assets, Systems, and Networks 3 mons Thu 5/10/12  Wed 8/1/12 4
Assess Risks 2 wks Thu 8/2/12 Wed 8/15/12 )
Risk Program Milstone1 0 days Thu 816/12 Thu 8/16/12 3456
- National Encryption program 195 days Thu 6/7112  Thu 3/7/13
Email Encryption 45 days Thu &/7M12  Wed 8/8/12
e-services encyption 60 days Thu 8912  Wed 10/31/12 9
Cisco Hardware acquisiion 90 days Thu 1117112 Wed 3/6/13 10
Encryption completed 0 days Thu 3713 Thu 3713 9.,10,11
- Awarness Program 364 days Sun 1112 Thu 5/2313 11
TV Program 365 days Sun 1112 Thu b5/2313
Online Services Program 120 days Sun 1112 Thu /1412
JO-CERT Activities 1 day? Thu 4/12/12  Thu 4/12/12
Awareness Program 1 day? Thu 4/12/12  Thu 4/12/12
+ JO-CERT Activities 4216 days  Mon 4/16/12 Mon 6/12/28

etc.

Figure 3: Example — Master High Level Road Map foNIACS.

STEP4: STRATEGIC MOVES EXECUTION

Once the security projects are kicked off, several medriesyot updated including project metrics, such
as time and quality, or the performance metric of the wimoppgementation process. Figure and Figure
show a sample Performance Metrics for CSS Implementatiodofolan and a sample dashboard for the
H-1Tsec-BSC, respectively.

Figure shows that the (Business Perspective, Internal $ardeerspective, Stakeholders Orientation
Perspective, Future Readiness) perspectives are achieapgoximately (29%,51%,50%,54%)
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respectively, which means that management may need to deegly in reasons behind the low
performance of business perspective compared to the other gérspgectives. Details on Herath's
perspectives are already given in Section. Note that #ianBe Score card balances between these
perspectives and the numbers will not sum to 100%, but easpepgive will. Note that each indicator
should reach 100%, at the end of each year, once relatechgopalsmpleted.

Figure shows the strategy map of CSS of Jordan at &uartpoint of time. Managers can know the
percentage of achievement at the goal level and at thegstrigvel. This will be a very important tool in
terms it will link goals and there leading and lagging indicatath the CSS, which ultimately allow
instant view of the CSS implementation detailed statugiemgyand thus taking appropriate actions when

needed.
Holistic Meec-Balanced Scorecard(H-Meec-BSC)
Performance 13042012
51.36%
54 28%
I 70.22% Business Perspective I 50.95% Stakeholder Orientation Perspective

[ 51.36% Internal Processes Perspective [ 54.28% Future Readiness Perspective

Figure 4: Example — Dashboard of H-ITsec-BSC foNIACS (BSC Designer).
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Reduce number of Aftacks...
Current:33.3, target:93 %, Weights

Business Perspective
Weight: 3
29.22% »92.7% :Performa...

»IL 2% | % e-gorments applications...
Current7.2, target:30 %, Weight1

% Decrease in threats per S...
Current:28.4, target:93 %, Weight3

Certification Levels
Current83.2 target:86 %, Weight1

»|['8.7% | Number of Training Sessions
Current18.7, target:88 %, Weight2

_|H-ITsec-BSC
Performance: 41.95 %

_' % Increase in IT Sec Project...
— 7| Current:93.3, target:85 %, Weight2

Internal Processes P...
Weight: 2
51.36% -85.3% :Performa...

— , % Decrease in average time...
Current:21.8, target:88 %, Weight1

New indicator 9
Current43.6, target:85 %, Weight7

Employee Turnover
Current52.3, target:86 %, Weight7

| ‘ % expected Number of Thr...
Current®6, target:89 %, Weight2

%uExptected Loss per a threat
Current44.7, target:92 %, Weighti

Future Readiness Pe...
Weight: 2
54.28%

+87.2% Performa...

¥

Figure 5: Example — Strategy Map of H-ITsec-BSCdr NIACS (BSC Designer).

STEP5: MEASURE ACHIEVED SECURITY LEVEL.

Utilizing the set of Audit and Governance controls in the GS$8e NIACSA should be able to measure
the achieved security level. The security level depends pleinented Security Strategic Moves,
Security Maturity Models, and International Standards. Figusieows how Strategic Moves are mapped
to objectives where each objective might be achieved by one erthar one Strategic moves and each
Strategic Move may contribute to achieve one or more than oeetibs. Unless the NIACSS is fully
implemented with the required resources, we will not be afg@asure the real achieved security level.
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[ NIACSS j

~
v Public Awareness -directed to
N\ citizens of Jordan
Awareness and Training
Program [ CNI Owners Awareness )

Governmental Organizations
N— 4

) Awareness
JO-CERT establishment

\ Professional SEC Training for
program Governmental Professionals

J I
~ | [ SEC Training for Governmental ]

Employees

etc
\—>[ Etc. J
J

g

M-N ~<-M-N—p Many to Many relationship

-~

Objecti

N
J

Prevent cyber Attacks to CNI

Minimize Risks to CNI

AVARYEAR
J\ J\ )

Minimize Damage and Recovery
Time regardless of source or intent

Enhance Economy & Prosperity

Etc.

C  N( N(
w\ J\ J\

Figure 6: Example —Mapping Security Moves to Secity Objectives.

NITC PRACTITIONERS

The case study has been conducted by several members of Nhl@ewoles of directors and advisors.
NITC officials were asked if the HCS-IF is applicabldghe NIACSS. The Officials have developed their
judgment based on the case study presented in this artichettied implementation of NIACSS will
probably take more than three years. Their major commentsfalgange management and human
resources issues.

CONCLUSION

The HCS-IF is applied to the National Cyber Security 8gyabf Jordan to illustrate the HCS-IF’s
validity. An analysis team is formed to manage aretete the case study. The team found a list of
sample security strategic objectives, build a samplesgitatoadmap, and illustrated how a possible
execution of these objectives is reflected on holistic dastibahat monitor the whole process including
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its performance measures. Results are demonstrated toditBafors and security managers. They have
made a consensus on the applicability of the HCS-IF to impletineCSS of Jordan. They had
suggested a need for further analysis in the fields of hunsannees and change management which are
outside the scope of our research.

DISCLAIMER

This paper does not represent the thoughts, intentions, planategigs of the NITC, Jordan’s MoICT,
or any other Governmental or nongovernmental entity; it is stilelppinion of the authors. The NITC,
MoICT, and/or any other entities are not responsible for the anycafany of the information supplied
herein.
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CORPORATE SOCIAL RESPONSIBILITY AND FIRM

CHARACTERISTICS: EVIDENCE FROM BSE 500

Akshita Arora !
Tarun Kumar Soni?

Abstract

The purpose of this paper is to test the relationship bete@gorate social responsibility and different
firm characteristics for 500 Indian firms. Using CSRngtifrom Karmayog-2010 survey, the empirical
analysis has been conducted using simple regression and orddyganmdel. The firm performance and

other variables have been extracted from PROWESS (Reldgsa leading database in India. We have
used both accounting and market based measures to measupefiormance. The results show that
CSR does not have significant relationship with the firnfgperance measures of the sampled firms.
Further, the results indicate positive relationship of CSR site but negative relation with leverage and
firm age indicating that larger, younger and levered firrasnaore active towards CSR in India than their
counterparts. The results also imply that firms with higlguity shareholding are more aggressive in

implementing CSR activities.
Keywords:Corporate Social Responsibility, Firm Performance, Firre, Sieverage, Age

1. Introduction

In today’s competitive environment, companies are also acddant@ar the way they impact
communities and their surroundings where they operate. India lwagy dradition towards Corporate
Social Responsibility (CSR) activities, but it is now ortigttthe issue has become more prominent in the
country. The recent modifications in the Indian Companies 8ett{on 135) makes it mandatory for
every company (having net worth of Rs 500 crore or more; or turredygs 1000 crore or more; or net

profit of Rs 5 crore or more during any financial year to cartstiCSR Committee comprising of three or

! Assistant Professor, FMS-WISDOM, Banasthali Unditgr India
2 Assistant Professor, FMS-WISDOM, Banasthali Ursitgr India
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more directors, including an independent director) should speledsit2% of its average net profits in
the current financial year on CSR activities. The readr@nges will certainly lead to rise in CSR
activities in Indian corporate sector in the coming yehliexe, the question arises whether the firms
highly engaged in CSR gets an improvement in financidbpeance or it acts as an additional burden
leading to drainage of valuable resources of firms, thergipacting financial performance negatively.
Our study tries to find out the linkages between CSR rating fand performance and other

characteristics for a representative sample of Indiarsfirm

The argument that socially responsible spirit of a firm maps the reputation and financial performance
has been given by many scholars like Dodd, 1932; McGuire et%d8; Waddock and Graves, 1997,
Griffin, 2000; Orlitzky et. al., 2003; Wu, 2006; Barnett, 2007; Wageteal., 2009 and Khanifar et. al.,
2012. One set of researchers (like Albinger and Freeman, 2000cke and Laroche, 2005; Goll and
Rasheed, 2004; Bird et. al., 2007; Nelling and Webb, 2009) beleweCISR activities improve firm’s
reputation and its relationship with its stakeholders whicbftsn translated into economic benefits.
Authors like Parert and Eibert (1975); Ullmann (1985) and Rober@2j1$tated that the firms with
relatively better financial results are more willingineest in CSR activities. Similarly, Ullmann (1985)
asserted that companies with weaker performance, ess, $table stock market patterns would be

relatively less keen to commit its resources towardsmbkdemands.

The other set of researchers (viz., Roman et. al., 246Guire et. al., 1988; Bromiley and Marcus, 1989;
Wright and Ferris, 1997) reported negative relationship betwe&ad8 firm performance, arguing that
high investments in CSR activities result in additional £oSbme studies also reported no significant
relationship between CSR and financial performance (Teohl.etl999; Margolis and Walsh, 2003;

Surroca et. al., 2010; Lech, 2013).

Some researchers studied firm performance and CSR linkagdstroducing the effect of other
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moderating firm characteristics like previous years’ perforreasize of firm, leverage etc. It has been
shown by authors like McWilliams & Siegel (2001) and BarneBa&omon (2003) that the link between
CSR and firm performance disappears when control variabéem@moduced into econometric models,

such as proxies for growth opportunities etc.

There has been an increasing intensity of research on theofSS&&R, but the relationship between CSR
and firm performance has been mainly explored in developed econdtomsver, the empirical work

on this issue is still at its infancy in India. Current egsh on CSR in India is mostly limited to self
reported questionnaire surveys on CSR (for example, Khan and &ikih887; Krishna, 1992), nature
and characteristics of CSR in India (Arora and Puranik, 200dd &nd Arora, 2006), without testing its

linkages with firm performance.

The impact of firm performance and characteristics has bramined on CSR rating for the top 500
Indian companies by Jain and Mishra (2011) and Soni and Arora (2018)alcet. al (2015). Against this
backdrop, our study makes an empirical contribution to the exismgture by examining the linkages
between CSR rating and firm performance and other firm ctarstics which might influence firms
involvement in CSR activities. We employ alternate egtonaechniques for the analysis purposes i.e.,
regression analysis and ordered probit method. Further, depadmgthe conventional system of the
prior studies of related literature and instead of focusing@ @mgle measure framework, we utilize a
range of measures of firm performance. We have used botlur@tng and market-based measures of

firm performance.

The remainder of the paper is organized as follows: negtios reviews the literature on the
relationship between CSR and different firm characterist8ection 3 discusses the variables, data
sources, hypotheses construction and empirical model speoific@ection 4 presents the empirical

results on the relationship between CSR and firm charaatsrastid discussion thereof. The final section
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concludes the study.

2. Review of Literature

The stakeholder theory suggests that social and financfarpance of a firm are positively related as it
improves stakeholders’ satisfaction level and consequerftiynst reputation and financial performance.
Barnett (2007) suggested that the ability of socially respansittivities to create firm value lies in its
positive stakeholder relations for the firm. Belkaoui (1976p dbund positive relationship between

economic performance and social responsibility.

According to Turban and Greening (1997), the companies which retveng CSR commitment have an
increased ability to attract and retain employees leadingduced turnover and training costs. Cochran
and Wood (1984) used CSR rankings developed by Moskowitz (1972) ting¢estlationship between

CSR activities and performance of the firm but a weak pesitssociation was found.

The studies like Goll & Rasheed (2004) and Allouche & Laroche (20@vggdrthat CSR has a positive
impact on financial performance of a company. Similarly {®006) also found positive relationship
between social and financial performance, proving that benafisocially responsible actions are more
than the cost of being socially responsible. Also, accordirigm, firm size has no impact on CSR or on

financial performance.

On the same lines, Roberts and Dowling (2002), there is stroitiy@dimk between CSR and financial
performance. Frooman (1997) has added that socially irrespofisibge had decreasing shareholders’
wealth implying that socially responsible behavior is necgsgaincrease shareholders’ wealth. The
reputation of a firm provides crucial link between sociapoesibilities and profitability by reducing
transactional costs and increasing product demand (Peloza, 2006 alérGa& Fombrun, 2006). A
analysis of 52 studies by Orlitzky et. al., (2003) found positivaticglship between CSR and financial

performance; wherein, reputation was used as a proxy for CSR.
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In a related study, Nelling and Webb (2009) found that the relatpristiveen CSR and financial
performance is a virtuous circle since it determines whetbarg well socially contributes to healthy
financial performance or firm exhibit superior financial pemfiance by devoting more resources for
social obligation. They used OLS regression with ROA atdnmeon firm’s common stock as dependent

variable and weighted CSR score as independent variableand positive results.

Additionally, CSR has the ability to motivate, attracidaretain the desired workforce and improve
financial performance, according to Albinger and Freeman (20@0)a recent study, Li (2013)
empirically examined the effect of firm performance@®R disclosure in terms of disclosure frequency
and quality among Chinese listed firms. His findings showatlietter-performing firms are more likely

to disclose CSR information and produce higher quality CSR reports.

On the other hand, studies like Trotman & Bradley (1981) and pdiaa (1984) stated that CSR
activities may lead to increased systematic risk. I8iyj Roman et. al., (1999) also presented negative
relationship between CSR and financial performance aalsudivities involve financial costs. Friedman
(1970) has also put it as a relative competitive disadvactageared to other firms that are less socially
active. Hence, a firm’s higher involvement in sociahattés may lower its financial performance if its
social actions involve huge costs as pointed by Preston and O’B§h®@®@r). These findings are also
supported by Wright & Ferris (1997) and Cordeiro & Sarkis (1997) wported negative relationship
between analysts’ earnings-per-share forecasts and CiSRexcof a firm. Frankle and Anderson (1978)
differed with Belkaoui's (1976) conclusions arguing that non-disclo&img had performed consistently

better in the market.

At the same time, Teoh et al.,, (1999) found no relationshipvaset CSR and firm’s financial

performance. The same has been confirmed by Surroca @0H)) (reporting no significant relationship
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between CSR and financial performance for a sample of 599 coespar28 countries. In a recent study
of Polish firms by Lech (2013), it has been found that CSR istagstically significant in determining

the financial performance.

Aras et al., (2010) investigated the relationship between &®#Rfinancial performance and found no
significant relationship between CSR and company’s profitgblfihey performed a regression analysis
with profitability as dependent variable and firm size asralependent variable and found significant
relationship between the two. Further, by adding R&D intensityndependent variable, it still produces
negative relationship. This contradicts with Lioui and Shar(8012) study that found negative
interaction between CSR and firm performance but producedveosgtationship when R&D was added
as an independent variable. They supported McWilliams and Si2g@0) statement, specifying that
some studies on the relationship between social and firm penfme suffers from several important

theoretical and empirical limitations due to omitted R&Eeirsity in the variable.

In the Indian context, Jain and Mishra (2011) attempted to estable relationship between different
firm characteristics (such as number of employees, atfgedirm, sales volume and firm performance)
and CSR rating using stepwise regression method. The rekalied that firm profitability and age does
not influence CSR rating. The findings also show thatrgeldirm i.e., a firm with large number of

employees and high sales volume are working more activelyrdsv&ocial responsibility than counter

firms.

Most of the empirical research on the relationship betvseeral and financial performance of a firm

remains inconclusive. This may be attributed to the use fefreiift measures of CSR and performance
variables and differences in the research methodologgaingt this backdrop, our study uses alternate
measures of firm performance i.e., a combination of acauymts well as market-based measures and

tries to include the necessary intervening variables ianléysis in the form of firm characteristics.
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3. Research Design and Methodology
This section provides discussion on data sources, selectifiimefand construction of the model for
estimating the relationship between CSR rating and firnopegnce. It also presents the stylized facts of

the companies engaged in CSR and not engaged in CSR.

3.1 Data

For the analysis purposes, CSR ratings have been obtainedK#onyog-2010 survey. The Karmayog

CSR study presents a snap-shot of the largest 500 compamneiainwith specific focus on their CSR

initiatives. The study enables an understanding of how différads of companies (government owned,
private and multi-national) from 30 different industries @asponding to global and local conditions that
demand and need more responsible behavior by all stakeholdersaya’s objective of undertaking an

annual CSR rating is to present a common person’s view andstamting of companies and how they

behave. We have obtained CSR rating for the year 2010 fromalgagrsurvey.

Rl

5#& 5#& 5#& S5#& b5#& 5#&

Figure 1: CSR Score of Company, Karmayog Survey

(Level 5- High CSR Rating and Level 0 - No CSRty)
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The firm performance and other variables have been estréictim PROWESS (Release 4.0), a leading
database in India. We have used both accounting and market basasures to measure firm
performance, namely; Return on Assets (ROA), Return on ER®E), Return on Capital Employed
(ROCE), Net Profit Margin (NPM), Stock Returns (SR) andrikt Value to Book Value (M.V/B.V).
Next, we have used both long-term and short-term ROA and ROferdfermance measures. The
long-term firm performance measures (ROA and ROE) arellesd by averaging the performance of
last five years. The alternative firm performance mezsand other firm characteristics are described in

Table 1.

Table 1: Description of Variables used in the analsis

S.No | Variable Full Form Definition

Panel A: Corporate Social Responsibility

1. CSR CSR Rating CSR Rating taken from Karmayog 2010- Survey
Panel B: Firm Performance Measures
2. ST-ROA | Short-Term Return on Assets PBDIT/Total Assets
3. LT-ROA | Long-Term Return on Assets Average oft lagears ROA
4. ST-ROE | Short-Term Return on Equity PBDIT/PaidEguity Capital + Reserves and funds
5. LT-ROE | Long-Term Return on Equity Average oftdagyears ROE
6. ROCE Return on Capital Employed PBT/Capital Eoyet
7. NPM Net Profit Margin PBDIT/Net Sales
(Stock Price at year t+1 - Stock Price at year t +
8. SR Stock Returns Dividends)/Stock Price at year t+1
9. M.V/E.V | Market Value to Book Value Market CapitalizationitErprise Value

Panel C: Other Firm Characteristics

10. Age Firm Age Present year — Incorporation year

11. Lev Leverage Borrowings/Total Assets

12. Size Firm Size Natural log of Sales

13. Adunt Advertising Intensity Natural log of (AdvertisiriExpenses/Sales)

Natural log of (Research and Development

14. RDOnt Research & Development IntensitfyExpenses/Sales)

% The PROWESS database is maintained by CMIE andraadly similar to Compustat database of US firntsisl
increasingly being employed in the literature fomflevel analysis of Indian industry and contafitancial information on
around 27,000 companies, either listed on stockaxges or the major unlisted companies.
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Equals 1 when the firm is a multi-national and| O
15. MNC MNC Dummy otherwise.

Equals 1 when the firm is public sector undertalking
16. PSU PSU Dummy 0 otherwise.

Equals 1 when the firm is a private concern and 0

17. PVT PVT Dummy otherwise.

We use age, size, leverage, advertising intensity, n&sead development intensity and company type
(MNCs, PSUs and private firms) as the firm charadiesisThese variables have been defined in Panel C
of Table 1. Indeed, these variables have an effect on &ogfagement of the firm in CSR process and on
financial performance. Hence, they may act as controls ircangeptualized model for estimating the

possible interdependencies between CSR and firm performance.

3.2 Empirical Model Specification and Construction of Empirical Hypothese
To examine the effects of firm characteristics on C8fhg, we develop the following baseline model
and the empirical analysis has been conducted using singresseon model. Since the dependent
variable; CSR rating is an ordinal variable, we also use eddanobit model for robustness.
" , /101 /12 3
where,
- indicates CSR rating 2010 for firm i, obtained from KarmaSagvey,
01 are alternate performance variables used in the an&tydism i,
2 is a vector of firm characteristics,
o - intercept, o, 1 - coefficients,
i -1 to 500 firms,

i - error term.

3.2.1 CSR and Firm Performance

Peloza (2009) reviewed 128 studies that exploring the relatioristiween CSR and financial

127
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

performance and reported that 59% found positive relationship, 27% foiied or neutral relationship
and 14% reported negative relationship between the twookife the following hypothesis on the basis
of majority of the previous studies:

Hi: There is a positive relationship between CSR rating anddarformance.

3.2.2 CSR and Age

The age of a firm could have an effect on the maturityexetrience level of a firm. An old company
reflects a higher level of maturity level which resuliggreater ease of engagement (St-Pierre, 2010). It
shows that the companies recently established would be those arkidntensely involved in CSR
activities. This can be explained by the verity thgpbang firm may adopt more pro-active and positive
attitude on CSR issue. Therefore, we expect negativéoredhatp between engagement in CSR initiatives
and age of firms.

H,: There is negative relationship between CSR and agamof fi

3.2.3 CSR and Size

Vives et. al., (2005) asserted the existence of a relationshiweén size and socially responsible behavior.
Research on organizational legitimacy implies that laager more visible organizations experience more
pressure to conform to societal expectations (DiMaggio and P&@€I0). Large firms are more visible
to the public (Suchman, 1995) and are likely to be under scrutinyri€allyi a positive relationship has
been demonstrated between size and involvement of firmghénlocal community or with an
environmental commitment (Besser 1999; Murphy et. al., 1992; ¥ived., 2005). If the size of a firm is
small, the commitment of adopting CSR approach is also low (Wkdalwdt Graves; 1997). Thus, the
following hypothesis is formed:

Hs: There is positive relationship between CSR and firm size.

3.2.4 CSR and Beta
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Systematic risk (beta) is defined as the covariantedsm returns on a risky asset (e.g. a company’s
stock) and market portfolio, divided by the variance of the maiefolio (Copeland and Weston, 1983).
Companies having lower systematic risk are expected t® Ihigher level of CSR activities as they have
more stable pattern of stock returns. The stable marké&rpemce can enhance their discretion to
commit resources in CSR activities (Roberts, 1992).

H4: There is negative relationship between beta and CSiyrati

3.2.5 CSR and Advertising, Research & Development (R&D) Itgensi

Recent studies have demonstrated that advertising as wedlessch and development (R&BXe related

to socially responsible behaviour of a firm and it is importantake them into consideration while
estimating the impact of firm characteristics on CSker€ is a theoretical literature linking investment in
R&D to improvement in firm performance (Griliches, 1979), cdesng R&D as a form of investment in
technical capital. Investment in technical capital resuitknowledge enhancement, which leads to
product and process innovation. There is strong empirical megdéo support this hypothesis. We
hypothesize that R&D and CSR are positively related, sireneyraspects of CSR create either product
innovation, process innovation, or both.

Hs: There is a positive relationship between advertising irtieasd CSR.

He: There is a positive relationship between R&D intensity @8&.

3.2.6 CSR and Firm-Type Dummies

The inclusion of firm-type dummies is to control the firm-lefactors which explain variation in CSR
performance across different types of companies, suchoasmees of scale and competitive intensity.
Three dummies are created for capturing the effect of difféype of companies: PSUs, private concern,
Indian multinational and International multinational company @hmmies created are one less than the

different types of companies i.e., three dummies.
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4. Empirical Results
In this section, we present estimation results for the impatitm characteristics on CSR rating. But

before moving to the main analysis, the basic properties afafaehave been studied.

Table 2: Comparison of firms engaged in CSR activiés and not engaged in CSR activities on the basigfirm characteristics

Panel A: Firms engaged in CSR Panel B: Firms not engaged ®SR
Std. Std.
N Min. Max. Mean| Dev. N Min. Max. Mean | Dev.
Firm Performance Variables
ST-ROA 384 | -0.151] 0.581 0.136| 0.080 111| -0.037 0.515 0.121| 0.072
LT-ROA 120 | -0.062| 0.495 0.139| 0.082 40 0.047| 0.449 0.138  0.076
ST-ROE 384 | -0.805 4.193 0.458| 0.381 111| -0.234 1.235 0.346| 0.215
LT-ROE 383 | -1.208| 2.098 0.445| 0.345 111| -0.088 14.103| 0.481 | 1.320
ROCE 384 -0.615 1.576 0.154| 0.176 111 -0.314 2.962 0.148 0.314
M.VIE.V 371 | -2.110| 80.890 | 1.225/ 4.638 108 | -29.680| 5.670 0.392| 3.135
Total
Returns 371 -4.300 11.150 0.457| 1.985 108| -6.100 | 14.470| 0.531 2.755
NPM 340 | -0.262| 1051.364| 9.425| 79.549 | 106| -0.329 | 76.119| 0.896 | 7.378
Other Firm Characteristics
Beta 355 | 0.230 2.090 1.025 0.297 101| 0.300 1.840 1.037 0.315
Age 385 1.000| 147.000 39.72026.320 | 112| 3.000{ 109.00029.610 | 19.846
Size 236 | 3.989 12.208  8.399 1.351 52 2.996| 10.712 7.414 | 1.485
Lev 379 | 0.000 1.324 0.276 0.220 108 | 0.000 | 0.658 0.317| 0.182
RDint 181 | -12.789 -2.346 | -6.382 2.006 33 | -9.074 -2.563 | -6.564| 1.660
ADVint 199 | -10.74Q 2.859 -5.572 2.339 66 | -10.92% -2.130 | -6.896| 2.470

We examine the potential difference between the firmsgawyam CSR (firms with 1-5 CSR rating) and
those not engaged in CSR (firms with 0 CSR rating), by cang#he characteristics of these two types
of firms in Table 2. Based on the firm characteristiqggored in Panel A and B of Table 2, it has been
observed that, on an average, firm performance variablesHtigher mean values for firms engaged in
CSR. In case of Short-Term Return on Equity (ST-ROE) thenmegarn for firms not actively engaged in
CSR is 0.356 and on the other hand mean score for firms eshgad"SR is 0.458. Further, from the

analysis of mean score of other firm characteristicsAige, Lev and Size; the results indicate that larger,
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older and less levered are more active on CSR front.

Table 3: One Way ANOVA: Categorical Variable CSR score

Sum of
Indicator Squares Degree of Freedom F-score Significance Level
STROA 0.05 4.000 2.058 0.085
LTROA 0.02 4.000 0.595 0.667
STROE 1.45 4.000 2.951 0.020
LTROE 0.38 4.000 0.196 0.940
ROCE 0.27 4.000 1.486 0.205
M.V/E.V 73.97 4.000 0.975 0.421
Total Returns 4.23 4.000 0.221 0.927
NPM 84909.26 4.000 4518 0.001
Beta 0.64 4.000 1.788 0.130
Age 11382.83 4.000 4,557 0.001
Size 88.24 4.000 12.620 0.000
Lev 0.98 4.000 5.636 0.000
RDint 4.42 4.000 0.286 0.887
ADVint 137.05 4.000 6.230 0.000

To check whether the differences observed in mean valuesadistically significant or not, we applied
One-way Anova test (see Table 3) on our dataset. We categanizdataset on the basis of CSR score
which ranged between 0 and 4 i.e. from lowest to highest gidd@eresults for the same have been
presented in Table 3. The null hypothesis of no significanereifices in mean values was rejected for
ST-ROE, Age, Size, Lev and ADM indicating that the differences among the above mentionébies
are statistically significant. Further, the null hypothesia@s&ignificant difference was accepted for other
variables. Thus, the results indicate that the differemc€SR rating do not impact the financial variables
except for return on equity in short-term (ST-ROE). While therobrtriables like Age of firm (Age),
Sales (Size), Level of borrowings (Lev) and Advertisintensity, differ among companies which are

graded with different CSR score.

After the F-test analysis, we proceed towards our maitysiseand estimate the relationship between
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CSR rating (dependent variable) and firm characteristikgldnatory variables) using OLS and ordered
probit regression method. The OLS results have been reporfeabia 4 and the results from ordered
probit regression are shown in Table 5. The alternategerformance variables have been taken as the
dependent variables in different columns (from 1 to 8) and cbefficients have been reported
accordingly. We have run eight different analyses using eacformance variable as the dependent

variable one by one and the results have been reported ex4rabd 5.

Table 4. Impact of Firm Characteristics on CSR Raing using Ordinary Least Squares Method

1) (2) 3 4) (5) (6) (7) (8)
Constant 0.218| 0.309 0.563 0.40 0.586 0.378 0.549 -2.181

(2.535) | (1.413) | (1.411) | (1.400)| (1.380) | (1.448) (1.394) (1.676)
LTROA 3.628

(3.052)
STROA 1.745

(1.826)
LTROE 0.016
(0.539)
STROE 0.516
(0.581)
ROCE -0.423
(0.351)
NPM 0.556
(1.137)
SR 0.045
(0.078)
M.V/E.V 1.941
(0.730)

Beta 0.980 0.253 0.019 0.209 0.064 0.045 0.077 00.23

(0.779) | (0.626) | (0.609) | (0.615)| (0.572) | (0.580) (0.587) (0.552)
Age -0.010 | -0.010| -0.010 | -0.010 | -0.010 | -0.010 -0.011 -0.011"

(0.008) | (0.006) | (0.006) | (0.006)| (0.006) | (0.006) (0.006) (0.006)
Size 0.200 | 0.319 | 0.352" | 0.330° | 0.363" | 0.355" | 0.364" 0.393"

(0.296) | (0.143) | (0.141) | (0.141)| (0.138) | (0.140) (0.141) (0.133)
Lev -2.300 | -1.700 | -2.027" | -1.992" | -2.364" | -1.979 | -1.983 0.078

(1.471) | (0.944) | (0.890) | (0.881)| (0.918) | (0.891) (0.887) (1.152)
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RDint 0.119 | 0.056 0.037 0.054 0.037 0.033 0.046 0.030
(0.151) | (0.091) | (0.091) | (0.091)| (0.088) | (0.089) | (0.091) (0.084)

Advint -0.114 | 0.051 0.072 0.054 0.072 0.075 0.089 0.073
(0.136) | (0.082) | (0.080) | (0.081)| (0.078) | (0.079) | (0.084) (0.075)

R 0.5255 | 0.2648 | 0.2532 | 0.2632| 0.2714 | 0.2563 0.2575 0.3344

Note:", ™ and™ indicate significance at 10%, 5% and 1% levels.

The figure in parentheses indicates standard error.

The estimated results show that firm performance of Inflrams is positively related to CSR rating
(except ROCE), although the coefficients are not statistisajhificant. Therefore, our null hypothesis of
significant positive relationship between CSR rating and fierformance is rejected because of the lack
of significance. It implies that it is not necessary thadricially better performing firms are more socially
active. The results indicate positive relationship betweBR @nd firm size, which is consistent with the
findings of Waddock and Graves, (1997); Walker and Tobias, (2006Yyimgpthat larger firms are more
actively engaged in CSR activities. Certainly, larter size of the firm, more its visibility in the society
and thus, it requires more socially responsible behaviour asésrstakeholder’s pressure on firms to be
in tune with their social environment. Further, the age amdrage of firms turns out to be negatively
related with CSR, thereby accepting null hypothesis. Thidirfg is supported the previous studies like
Cabagnols & Le Bas, (2008) and St-Pierre, (2010); confirming ybahger firms are more active
towards CSR in India than their counterparts. The analiiei shat leverage has a negative impact on
CSR rating implying that firms engaged in CSR activitiase less leverage in their capital structure. The
results are not very encouraging in case of other firm ctaistics also like beta, advertising intensity
and R&D intensity, which is in contrast with McWilliams aSdgel, (2000). It might be because of the

different estimation techniques used by them for the analysis.

Table 5: Impact of Firm Characteristics on CSR Rathg using Ordered Probit Method

1) (2 ) (4) (5 (6) (7) 8
LTROA 6.154
(4.243)
STROA 1.760
132
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(1.813)
LTROE -0.043
(0.528)
STROE 0.483
(0.572)
ROCE -0.513
(0.382)
NPM 0.553
(1.127)
SR 0.047
(0.076)
M.V/E.V 2.276
(0.815)

Beta 1.712 | 0.267 0.021 0.219 0.067 0.060 0.102 0.256

(1.087) | (0.622) | (0.605) | (0.614)| (0.579) | (0.577) (0.585) (0.588)
Age -0.013 | -0.010| -0.010 | -0.010 | -0.010 | -0.010 -0.010 -0.012

(0.010) | (0.006) | (0.006) | (0.006)| (0.006) | (0.006) (0.006) (0.006)
Size 0.256 | 0.363 | 0.398" | 0.375 | 0.414" | 0.399" | 0.410" 0.466"

(0.400) | (0.149) | (0.146) | (0.147)| (0.146) | (0.145) (0.147) (0.148)
Lev -3.837 | -1.836" | -2.151" | -2.122" | -2.565" | -2.101" | -2.094" 0.204

(1.979) | (0.943) | (0.891) | (0.888)| (0.941) | (0.892) (0.891) (1.224)
RDint 0.259 0.059 0.037 0.055 0.038 0.03% 0.049 0.028

(0.217) | (0.090) | (0.088) | (0.089)| (0.087) | (0.087) (0.089) (0.087)
Advint -0.238 | 0.046 0.070 0.052 0.071] 0.071 0.087 0.080

(0.191) | (0.082) | (0.080) | (0.081)| (0.079) | (0.079) (0.084) (0.079)

ELITE HALL PUBLISHING HOUSE

Note:",™ and™ indicate significance at 10%, 5% and 1% levels.

The figure in parentheses indicates standard error.

This relationship is further tested using ordered probit spatiditc in Table 5 which also reflects the
similar story. The simple OLS method might give biaseslilte as our dependent variable (i.e., CSR
rating) is an ordinal variable, therefore; for robustness, edd@robit method has been used. The
performance of Indian firms is found to be positively relate@8R activities; although the coefficients
are not statistically significant using ordered probit methigd. dt implies that CSR behavior is not
motivated by firm’s financial performance. These resulesantradictory to the accumulating body of

empirical studies which support positive impact of CSR onnfired performance. This contradiction
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could arise due to different firm performance or CSR measused or different estimation techniques
used. Further, it is observed in ordered probit results alsdatfyer (measured by size of the firm) and
younger (measured by age) Indian firms are more activelggengin CSR activities. It signifies that

younger firms might adopt more pro-active and inclined attiotltd€SR issue.

The results verify the firms engaged in CSR have leggadge in their capital structure as shown by the
negative leverage coefficient. The negative impadeweérage on CSR indicates that firms with lower
debt financing have higher CSR ratings. It implies thatdimmith higher equity shareholding are more
aggressive in implementing CSR activities. We could niatbéish any relationship between advertising;
R&D intensity and CSR rating as their coefficients ar¢ fownd to be significant at any of the

significance level. It might be possible that advertisRgD intensity does not influence CSR rating.

Table 6: Outcome of the Hypotheses

Hypothesis 1 Rejected
Hypothesis 2 Accepted
Hypothesis 3 Accepted
Hypothesis 4 Rejected
Hypothesis 5 Rejected
Hypothesis 6 Rejected

5. Conclusion

The present study serves as a pointer to the relationshvpdi®CSR and firm characteristics for the top
500 Indian firms. The current research on CSR in India is ynstited to nature and characteristics of
CSR in India without focusing on the social and financial qrerince relationship. However, some
recent studies have tested this relationship but they hav®austed on other firm characteristics. Our

study intends to fill this gap by empirically testing thextieihship between CSR and firm characteristics.
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The analysis leads us to several conclusions: CSR and fiformpance link does not hold good for our
sample which means CSR behavior of the firms is not motivate their current/past profitability.
However, other firm characteristics like age, size akerage do influence the CSR behavior in a
company. The negative relationship between firm age andr@@8igs imply that recent/newer firms are
more active in pursuing socially responsible behavior and oides fshould adopt similar strategies
because ignoring CSR in the long-term may lead to increaseehsetdkr pressure, thereby, leading to
critical situations. Further, the positive relationship betwiem size and CSR ratings are in line with
Besser (1999); Murphy et. al., (1992) and Vives et. al.,(2005) whaele shown that the behavior of
firms varies according to size of the firm. Larger $iwe of the firm, more the visibility, thereby raising
stakeholder pressure on firms to be socially responsible.aWesay that the factors like age, size and
leverage of the firm have significant impact on CSRvdigs of the firm rather than its financial
performance. It seems that the accounting and market perfoenedirihe firm does not influence CSR

rating but its age, visibility in the market etc. does.

Some additional factors can be explored further which influ€@®R activities in a firm. Future research
work should also concentrate on qualitative aspects like migsimm of the organization, organizational
culture, ethics, religion of manager or founder etc. whiehadso important factors which can influence

CSR behavior.
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ORGANIZATION AND ADMINISTRATION IN ADULT AND

COMMUNITY EDUCATION

Radhika Kapur

Introduction

The dominant feature of adult education in India is the multipdgacters of its manifestations. This
multidimensionality stems from two conditions, which are thdtilt education is the task of many
agencies and the fact that it is only one of several taskshioh the agencies are engaged. Adult
education is not the function of one organization exclusively, nibthie exclusive job of the organization
of which it is a part of. Adult education takes place in aezharogram of part time activities operating in
a variety of forms (McClusky, 1956).

In India, democracy would be meaningless and insignificatiteifcitizens of the country are not
educated. The security, law and order within the country iedes the hands of the citizens and for this
purpose they are required to be educated in order to deahwiiroblems and difficult situations. Adult
education means the education of grown up men and women whabare the age of 18 years. It
includes implementation of all the activities with an edigmal purpose. It is mostly on part time basis
and goes simultaneously with job or earning of living. The mainkeimnd adult education is to prepare
every adult of the country to render an effective contributioratdsvdemocratic social order; in this case,
it is also termed as “social education” (Preserve AgsicP011).

Adult education is imparted under two main aspects: Kr8idult Literacy that is the education of
those adults who have never had schooling before, and secondlguation education is educations of
those adults who have had some kind of schooling before. Undeoribept of adult education, mainly
the points which are stressed upon are knowledge of currentsafflaracteristics of the individual,
behavioral traits, sense of morality and discipline and ttagability to render effective participation in
measuring the security of their country (Preserve Artick®q,1). During 1918, there was very little
progress in the field of adult education. Gradually, this constgtted developing, there were
development of night schools. In the™®entury, even the rural libraries were establishedh \i¥ie
emergence of Congress Governments in 1937, adult educationebenarof the major responsibilities of
the government. In the year 1939, a CABE committee wabliséiiad with the objective to solve the
problems of illiteracy and encourage adult education. Itodhiced free and compulsory primary
education for adults. There has also been establishmemiwftary organizations to promote free and
understandable educational programs for adults (Answers.com, 2012).

Agencies Involved in Adult Education
The following are the agencies and institutions that are deditatvards adult education: (Preserve

Articles, 2011).
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1. Teachers, Government servants, NSS, NGOs, assmsatiolunteers, social education workers are the
organizations that work towards implementing addlication.

2. Regular educational institutions like schools whitfer regular morning classes or evening classes o
classes on part time basis. Schools which takeemaocveekends, colleges, rural colleges, community
centers, agriculture extension groups, workers &titutal associations and voluntary organizations.

3. Informal educational devices such as forums, castpgy circles, group discussions, tuitions, caaghi
centers, listening groups, places where peoplelaet themselves involved to develop their soaid a
communication skills.

4. Recreational centers, educational bodies suchas,pacting groups, fairs, theatres, cinemas, clubs
societies etc.

5. Institutions such as religious associations, arsogieties that aim to assist the needy individuals,
cooperative societies, parents association and gtvernment departments. These organizationsdo no
have a primary aim of providing education, but ttes to help people in satisfying their needs

(Preserve Articles, 2011).

Principles of Adult Education

Adults are internally Motivated and Self-directed 4slvital to facilitate the mindset of the adults
towards learning. In this case, it is mandatory to formula&aming program, in other words, proper
curriculum set up, development of rapport with them, showing thenoagipability, motivating them to
ask questions and not overloading them with work, providing feedbhadkyirsy interest in their
performances and also encouraging them to use other sources fwadkssnewspapers, journals etc.
These are the ways to formulate an appropriate learningpQOTFC, 2007).

Adults bring Life Experiences and Knowledge to Learning Experiencéthat experiences they
have had in lives, knowledge that they already possess,ikibayp lexplore their previous learning to new
learning. It is important to find out about the student, theirests, experiences etc. All the experiences
have to be made use in problem solving and gaining a new umdingteof the current information
presented by the educator (QOTFC, 2007).

Adults are Goal Oriented — When adults feel that they teeksérn in order to cope up with their life
situations only then they engage themselves into learningafr@ducator, it is important to provide
effective and significant learning material and techniquesiwtén be directly connected to ones goals
and objectives. Case studies, examples, experiences shouleldbi@ vsder to enable them to effectively
understand the concepts. Educators also have to ask a lasiogs in order to determine the extent of
learning of adults.

14z
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

Adults are Relevancy Oriented — Adult learners are keamderstand the relevance of what they
are learning and how the knowledge will help them in real fite.example, if an adult is taught how to
bake a cake, then it is important to view it practicaloay taking him/her into the kitchen, providing
all the ingredients and teaching him/her practically how to batake. Fieldwork is also a kind of project
that would help them in determining the relevance of theimiegrand would also contribute in
enhancing the social skills.

Adults are Practical — Through practical fieldwork expergradults move out of the classroom and
communicate with the clients and other people and face Iealsituations. They obtain this
understanding that learning also applies to real work, jobgcanmd life. Educators have to develop
confidence and make their students responsible and active. Hoelld be active participation amongst
students which means that they should perform practicaligrétan just observing.

Adult Learners like to be respected — This can be choug by taking interest in their learning. All
the previous learning or experiences have to be acknowledged thbiclshare with the educators and
the fellow students. Adult learners should be treated asagples by the educators who are of the same
level in life and experience. At every level/opportunityere should be motivation, encouragement of
ideas, thoughts, reasoning and provision of constructive feedbadkH@QQO007).

Strategies for Implementation of Adult Education

Outreach and Marketing Strategies — Marketing programsdibeuéncouraged in order to motivate
students to join them. Flyers, notices, advertisements ardrth are some of the ways to encourage
students. Besides adopting ways of encouraging students towardsti@duthere should also be
distribution of clothes, books, food etc that would motivate stisd® come and learn.

Instructional Strategies — Interviewing, talking, listeniirgother words, effective communication
are the means of providing instructions and education to the ntsude an efficient manner.
Understanding what their major weaknesses are, formulatirfigpadsetind teaching techniques in order to
overcome those weaknesses are effective instructional ssat@goviding them information about time
management, financial management, stress managementjveffeeammunication skills are part of
instructional strategies. Adults should be educated aboatspécts of life which may enable them to
become good human beings and live their lives successfully.

Retention Strategies — The teachers and other staff menmbelved in the area of adult education
have to develop means for retaining the students, because dnegguently takes place during the first
six hours of enrolment. At the initial level first should beaduction of the teachers and the students and
performance assessment or examination should always be condudted eaid of the lesson plan.
Examinations and tests tend to make those learners vulnardableave never had any kind of schooling
before. Flexibility and openness are also important retentiategies within the classroom setting. If the
performance of the students is appropriate then they should bedegland appreciated for it. They
should be communicated with all the appropriate advantages aatitbéinat are associated with their
learning and opportunities that would be open to them upon finishihgheir education.

Political Strategies — Under the political strategies ldarners get accustomed to the political
aspects of the country. All kinds of issues, rules, regulatipoigies, government regulations, how to
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vote everything is addressed to the students. It is uitaltie adult learners to possess sufficient
knowledge regarding the political affairs of the country. Witthe classroom setting, the instructor
should try to organize debates on various political issuethidrcase, even role playing is encouraged;
students assume different roles in order to help them to &awetter understanding of the political
situation.

Strategies to Maximize Motivation and Minimize Obstacle$eachers and educators will always
encounter barriers and impediments during the course of thelringaMeans and ways therefore, have
to be formulated to maximize the positive and minimizertbgative. Maximization of all the positive
factors can be done with the development of goals and objec®edents have to understand the
significance of learning which they are involved into and feat they are doing something constructive
by devoting their time and energy towards learning. In oaerihimize the negative influences, the first
and the foremost focus should be on minimization of those influema@aswhich one has control. For
example, financial problems may be a barrier towards educattbmaans have to be developed in order
to overcome those problems (Sobol and Sheldon, n.d.).

Identifying Strengths and Weaknesses

In the organization and administration of adult and community éduacat is important to identify the
strengths and weaknesses of the adult learners. This ialdhe&ireason being that educators would help
the learners in formulating realistic goals and objestaed the steps and measures that have to be taken
to achieve them. Programs that are required to adminig&wéntion instruments include the following:
(Handbook, 2011).

1. Learning Styles — Auditory, visual, tactile, so@#d are the kinds of learning styles that are tséolmulate
identification questions that will help the educatas well as the learners to identify the techesqand
materials that are appropriate in fulfilling thegeds and requirements.

2. Barrier ldentification — These questions are mainly rel&tetthe problems that might arise in the
course of learning such as transportation problems, childleza#th care, family issues, finances,
scheduling, stress, mental abilities, attitude, time manageand so on. Educators would help
the learners in recognizing these problems and means to oweticem.

3. Special learning needs screening — Some adult learners péssesag problems and other
disabilities such as hearing problems, speech problems angisiien or mental capacity is slow.
Some students do not understand easily, they are slow leaspers, students would like to
remain isolated and do not socialize with people in schoolsantt students possess different

medical issues. Teachers and family members are exptxtpdy special attention to these
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students and identify appropriate measures, strategies amuiraodation or carry out diagnostic

treatment (Handbook, 2011).

Identification of Special Educational Needs

There have been involvements of three main kinds of questiomas@ of identification of special
educational needs (SEN): (Handbook, 2011).

Firstly, it is essential to find out if the learnervddad any kind of special help or classes earlier.
Secondly, the main reasons would have to be assessed thatewtiney facing difficulties and problems
in understanding even manageable concepts.

Thirdly, identification of those concepts and areas which stuglents find difficult to learn and
understand. For instance, any particular area such asav&ttience (Handbook, 2011).

It can be stated that the adult learners would have tssisglentify and become aware of different
strategies, methods and measurements that would be appropriedent@ffectively. The reason being,
that their learning ways are unique therefore; the teach@iads have to be devised in accordance with
the problems and difficulties that the students are undergoitigeinourse of learning and their distinct
learning ways (Handbook, 2011).

Leadership Theories

Under the organization and administration of adult and communitgaéidu it is essential to understand
what the leadership theories are. Interest in leadershipnktegdevelop during the early part of the
twentieth century. Early leadership theories focused omuldties of the leaders and other subsequent
theories also looked at other variables such as situatiartatgaand skill levels. The following leadership
theories have been distinguished as follows: (Cherry, n.d.).

Great Man Theories — These theories assume that the gdpad#adership is intrinsic and great leaders
are born not made. These also portray that great leaddrsrare and rise in their area when leadership is
required. The term “great man” is used because leadessthipught primarily of male quality.

Trait Theories - Trait theories often recognize particys@rsonality or behavioral characteristics
collectively shared by leaders. If particular traits keg features of leadership, then how do we explain
people who possess those qualities but are not leaders? Thisryigesne of the problems in using trait
theories to explain leadership.

Contingency Theories - Contingency theories of leadership focysarticular variables related to the
environment that might determine which particular approachaufdrship is best suited for the situation.
According to this theory, no leadership approach is best Bitalitions. Success depends upon a number
of variables, including the leadership approach, traiteefdllowers and characteristics of the situation.
Situational Theories - These theories recommend that katose the best course of action that is
based upon situational variables. Different approaches ofrFapanay be more appropriate for certain
types of decision-making; for example, in a situation wheredhdelr is the most knowledgeable and
experienced member of a group, an authoritarian approach mighbdieappropriate. In other instances
where group members are skilled experts, a democraticvebyilel be more effective.

Behavioral Theories - These theories of leadership aredba@sen the belief that great leaders are
14
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prepared, not born. Rooted in behaviorism, this leadership themrges on the actions of leaders not on
mental qualities or internal states. According to this thgmgple can studio become leaders through
teaching and observation.

Participative Theories - These leadership theories sudlbat the ideal leadership approach is one that
obtains the input of others into account. These leaders pronrttépgadion and contributions from group
members and help group members feel more relevant and ttechmoi the decision-making process. In
participative theories, however, the leader retains te to permit the input of others.

Management Theories - These theories, also known as transhttieoaes, center upon the role of
supervision, organization and group performance. These theoriekédseship on a system of rewards
and punishments. Managerial theories are often used in bsisimesn employees are doing well, they
are rewarded; when they not make the grade, they are reprimamnpledished.

Relationship Theories - These theories, also known as traradformal theories, center upon the
connections formed between leaders and followers. Transforrabtieaders motivate and instigate
people by helping group members recognize the significance and lojgalty of the mission. These
leaders are focused on the performance of group mentiugralso want each person to fulfill his or her
potential. Leaders with this approach often have high ethr@himoral standards (Cherry, n.d.).

Adult Education Programs

The following programs come under adult education programs: (l&48.dD State, n.d.).

1. Senior School Diplomas — In this program, adulidesas acquire the knowledge and education of school
up to class 12. They do not pursue further to cetegtheir graduation or any other program. Theyehav
just completed their schooling. The courses covémetide Math, writing, Science, Social Science,
interpreting literature and arts.

2. College-Level Examination Program (CLEP) — Thisgoean serves those students who have completed
their schooling. Adults, college level students amen internationals go through this program, wéeh
completed class 12. The program allows studengsto college credit for that knowledge which they
have acquired outside the classroom.

3. External Diplomas for Adults — Adults obtain theiredentials in this manner. This program asks
students to show/depict their capabilities in assignts completed at home or during their visits to
offices.

4. Adult Education Opportunities Abroad — People datsaod to go to foreign countries to complete their

education. Programs are of various kinds from fiegite, associate and graduate level programs.
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5. Evening Programs — Adults who are employed and Fewdies often enroll into evening programs to
complete their education. Evening programs are eoignt because their education can be completed in
lesser duration of time.

6. Enrichment Courses — Adults also get enrolled tsyrithese courses such as personality development,
courses to enhance ones communication skills sstnesagement, time management and so forth. These
are low in cost and classes take place in recretenters, neighboring schools and churches.

7. Public School System Adult Education Programs —r&tse public schools in various districts and
communities that offer programs for adults in ademice with their needs and abilities. For an irchlied,
it is vital that the program should be manageahkt lze should not face any severe difficulties while
pursuing the program. One should always get emratiéo that kind of program that best suits his
requirements.

8. Colleges offering Adult and Continuing Educationoflams — There are various colleges and
institutions that offer programs in art, music, oening education and so forth. Adults should get
enrolled into such kind of programs with which tiveguld like to pursue their careers. For examjle, i
an adult would like to become an educator and tehittiren then he would opt for a program in teaghi
or education. If an individual finds a program d¢biagjing and beyond his reach then that proves to be

disappointing (U.S. Dept of State, n.d.).

Conclusion

The organization and administration of Adult Education is extremetessary to

get carried out effectively. This concept is becoming commmaironly in India but in other countries of
the world as well such as United States, Japan, VietBargapore and so forth. Adults are the future and
present citizens of the country in which they reside. Devetmprand progress of the nation is entirely
dependent upon the development and progress of the adult citizewsti&ulas been viewed as the
most vital means for enhancing the capability, mindset ardinigdowards the overall development of
the adults. The organization and administration of this aredé@s recognized through a number of
schools, colleges, institutions, societies, associations assvehurches that have initiated programs in
various fields such as communication, Science, English, Sdsial Science, languages, music, dance
and so forth. There has been an understanding of what aeatte¥ship theories, because to transform
adults into mature and educated human beings, it is essentibéfeducators to be good leaders. These
institutions, programs and theories have served as a bodultdemrners so that they could live a better
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lifestyle, gain something and contribute towards the goodwithefr families, society as well as the
country.
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Abstract:

The study looked at the relationship between organizations’ acqki@dledge, skills, abilities and
shareholders wealth with training playing the mediating rolene $ample of the study consisted of
organizations that spent 10% or more of its annual budget on trainththose whose training budget is
less than 10% of the organization’s annual budget. A total ofg628tionnaires were distributed to
employees working in various organizations out of which 580 represe9®ia§o were retrieved. The
respondents that constitute the sample were drawn using conves@ampéng. The researchers used
Regression models for their analyses with the help &SSP6.0. Analyzing multiple models, it was
discovered that organizations training investment plays a demadile indirect and direct effect with
partial mediation between organizations acquired skills, know]ealgiéties and shareholders wealth.
Shareholders should allow their agents to invest part of lleédings to develop the human capital of the
organization but this should be done with caution since sharehoddenssrdo not depend much on how
much organizations spend in developing its human resource capital.

Keywords: skills, knowledge, abilities, shareholders wealth, trainnvgstment

1.0 Introduction

All organizations no matter its size cannot operate on smoothtputitraining. This means that training

investment is crucial for organizations. According to the WoddlB(1991), training schools established
by various organizations for training their employees have beo@oessary because public institutions
such as universities, polytechnics, technical and vocational éstablished little working relations with

employers. On the basis of this, employers find it diffitolget the exact skills, knowledge and abilities
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they need since these public institutions have not been aldsgond to their exact needs by providing
them with the labour force that will suit exactly their negments. It is on the basis of this that most
multinational companies in Ghana are investing in their empldygestablishing training schools within
their organizations which aim at equipping their employees tivétexact skills, knowledge and abilities
that fits their culture.

If organizations want to use employees to maximize sharehalasith, they cannot rely solely on the
skills and knowledge that public or private educational instituticats elped employees to acquire.
These skills and knowledge do not fit into the culture as wehesore values that drive the organization
forward. It is on the basis of this that many human resoussgifponers are of the view that despite the
employee receiving formal education, for an organizationmprave its performance, tailored made
training that focus on strategic directions of the orgammmaghould be provided. Nickel et al (2002) in
support of training investment commented that investors are moagmizing the importance of
organization’s acquired skills and knowledge and its relevancenanagers who manage their
investments. To them, an organizational training investmentislatae of the criteria investors consider
which organizations they need to invest. This is based oashiemption that, the higher the training
investment data of an organization, the more skilful and knowdddig¢heir managers are and as such
it is believed that they have all the abilities to ngena shareholders funds effectively.

Despite the support that many writers throw on training invest, there are others who also belief
that most training programmes of organizations are routine aydatie not tailored towards improving

employees skills and knowledge, hence has no correlationshiheholders wealth. Just like any
other investments engaged by Finance Managers, if organizatmsg investment does not improve

the needed skills, knowledge and abilities of employees, #oxiased cost of such investment will not
be accounted for and hence has the tendency of diluting shamshethdth in the long run.

Organizations that spend huge amount of money training their eeggagay not recognize any benefit
from the training especially if the employees do not stay lafter the training and if this happens
managers will find it very difficult to account for shboéders money which they spend on the training.
Again, many people also believe that training investment am¢simprove the needed skills and
knowledge and hence dilutes shareholders wealth simply because meepsrassessment which is one
of the phases of any training may not be done by managers. déigeranselect the wrong employees for
training, then transfer of knowledge as well as applicationevfly acquired skills becomes difficult
since it is possible that such employees may not apply whah#telearned from the training. If transfer
of knowledge and application of skills acquired from the traimgngot forthcoming, then shareholders
money can be said to have been thrown away and this affegtsafitability of the firm.

Looking from these two scenarios with regard to the medjatole training investment play between
organization’s acquired knowledge, skills, abilities and sharetslgealth maximization, one is tempted
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to investigate the relationship between these two vasablith training investment serving as the
mediator. It is believed that if an organization’s trainingestment brings the needed knowledge, skills
and abilities that employees need, then all things leegmal, high profitability is expected and hence
shareholders wealth maximized. If opposite is the case,itli®expected that shareholders wealth will
be affected since training cost cannot be accounted for.

2.0 Literature review

Many writers have commented that training should not be seeasa but rather an investment provided
it facilitates the acquisition of knowledge, skills and @b needed by employees to perform their job
satisfactorily. According to the American Society for frag and Development (ASTD), (2010) quoted
by Heathfield (2012), though many businesses are not favoured bymdacaranditions, business leaders
still continue to commit huge sums of money in training bectneseneed to improve the knowledge and
skills of their employees. The ASTD estimates that abo86125.88 billion were invested in
employees by means of training in 2009. Out of this total figaceording to them about two-thirds of
the amount which is US$78.61 billion were spent on internal legftinction whilst US$47.27 billion
were allocated to external services. Looking at such hugs sfirmoney spent on training, there is no
doubt that organizations are reaping benefits from such investrifeoisgh the improvement of
employees’ skills and knowledge. Again this can also be evidamta comment made by them that the
best award winning organizations are those that have all the nekiledand knowledge needed to
achieve both short term and long term objectives.

From the words of Grobler et al (2006), employee training invegtimea big business in many countries
such as South Africa. According to them, training costs imastd to be R5 billion per year. The writers
see employee training as investment since it is a key factoeeting the employer’s strategic, business
and operational goals. The writers also emphasized ttfatdgical advances as well as social, political
and economic pressures mean that an organization cannot devdtvaraining. This is one of the main
reasons why training is seen as vital in the mining antufaaturing industries in Ghana. In the mining
industry of Ghana, training is one of the tools used to avoid nompl@oroe of both domestic and
environmental laws as well as health and safety lawshntimétp the mining industry to avoid financial
penalties associated with mistakes and unorthodox practiagesdiployees. It is believed that if these
investments in training are not done, the financial penatesciated with it as a result of mistakes and
unorthodox practices by employees can add to the cost of thesentesngad this has implications on
shareholders wealth in terms of dilution.

Looking at the words of Huselid (1995), training is consideredeag important to organizations such
that the main problem facing organizations is not whether sieneld be training or not but rather the
problem is which employees should be trained and what methods shousgdeo train them. From

this statement, one can point out that if organizations facerttdem of who should be trained, then
those who are not in favour of an organization’s training investpl@ging a mediating role between
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employees’ knowledge, skills, abilities and shareholders waattimization can argued that it is proper
for shareholders who want returns on their investment to kickstglaining investment since proper
training needs assessment is one of the ingredients needediriorg benefits to be realized. Again, if
organizations cannot identify the right people to be trairesh transfer of knowledge acquired from the
training becomes difficult and this has serious implicationstareholders wealth since it will add to
cost of the organization which will intend affect productivityd rofit.

Training is not considered as important only to organizations owyegutivate individuals but to nations
and various governments who are considered as the major emlay@ny countries. For instance
according to Grobler et al (2006), the passage of variousicgdation to enhancing workers skills and
knowledge by the South African government indicates the sericism&sons place on training
investment. Some of these Acts according to the writeridacthe South African Qualifications
Authority Act, No. 58 of 1995, the Skills Development Act,.9@ of 1998 and the Skills Development
Levies Act, No. 9 of 1999. In Ghana, majority of the gawant institutions such as the Ghana Police
Service, Bank of Ghana, Prisons Service, Ghana Broadcastipgr@tion and others have their own
training centres and huge amount of money is allocated to tfzsig centres with the belief that the
returns derive from sharpening employees’ skills and knowledtjdaw outweigh the cost associated
with it.

From the words of Barney (2005), one of the reasons why companies leme sums of money
investing in training is that it serves as a means of aicijecompetitive advantage as a result of the
acquisition of certain unique skills and knowledge which are reitedle to competitors. According
to the writer, one of the companies that have used trainimghieve this advantage is the Southwest
Airlines. The writer sees this airline as one of the majdmes that have remained profitable after the
September 11 tragedy. To him, the ability of the cargpt retain its customers is based on the
excellent and quality services provided by its workers, thaokthé company’s training playing a
mediating role.

Apart from Southwest Airlines which is benefiting a lot frairiing  investment, there are companies
which cannot be left out as pointed out by Bateman and Snell (20€@)rd\ng to the writers, companies
such as Motorola, General Motors and International Busineskiiesc(IBM) have invested over billions
of dollars in training. The returns on the training enjoyedhagé companies far exceed the amount that
was invested. In support of this assertion, they emphasiegdVotorola has been gaining US$30 on
every US$1 invested in training. Going by this comment, @meehat training investment is seen as a
big business which has positive correlation with shareholdeadth. Alan (2009) adding his voice to
the relationship between organization’s acquired knowledge, ,skdlsd shareholders wealth
maximization with training serving as a mediating roleintrey yields dividends but it is not easy to
measure them in monetary terms. The dividends provided byngagdan be noticed in terms of
increased in productivity, improved communication and parti@patireduced labour turnover as
employees now have the skills and knowledge to fit into theitippsj waste reductions as less
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errors are committed by employees and reduction in accidents

From the words of Devanna et al (2005), Guest (2009) as well @htvéand Taylor (2004), training
mediates acquisition of knowledge and skills and firms’ parémice.  Whilst Devanna et al (2005) see
training as increasing individual performance which is betlete lead to higher firm performance,
Wright and Taylor (2004) believes that human capital is coremidas very important and if an
organization does not have the right skills and knowledge]libeivery difficult for that organization to
achieve its goals which is mostly geared towards profit masitien.  Other writers who have also
contributed to acquisition of knowledge, skills and shareholdealthiv maximization with training
playing a mediating role are Bottomley (2000), Cole (1996)cB€2004), Pratt and Bennet (2001),
Crane (2002) and Graham and Bennet (2001). According to Bottomley (20®®)ndamental purpose
of training is to provide for the organization’s manpower neels. Viriter in support of Beach (2004) is
of the view that organizations spend huge sums of money adhwgisd recruiting from external but at
the end, these cost associated with the recruitment amticelprocess cannot be recovered if the newly
recruited employee does not stay in the organization for long.

As a means of reducing recruitment and selection cost wtsohadlds to the cost of the organization and
hence dilution of shareholders wealth, it is importantofganizations to first consider investing in
their existing employees by means of training so that theycampy vacant positions. Their arguments
also points to the fact that, getting skilled and knowledgeaitviployees to fill vacant positions serve as a
means of intrinsic motivation for employees to put up thest so that in future they can be considered.
Second, such employees are already familiar with the eudtnl customs of the organization and as such
the propensity that they will stay in their new positions i©i@ighan those recruited externally since their
expectations may not be what they find on the job.

Looking at a comment by the American Bankers Associatiom@mdie of training investment on firm’s
performance, they emphasized that Chief Learning Officave & significant leadership responsibility to
see that workplace learning and development dollars are ispesatys that support business goals and
yield the greatest return to the organization. They conclubat ttaining investment is becoming
something which organizations cannot do without in the banking indsisicg it is seen as one of the
greatest investment which an organization can make. Franpthiet of view, training investment lead to
improved performance of banks through gains in quality, custortisfaséion, productivity, profitability,
and dividends for limited liability companies. Many oé tBanks in Ghana such as Standard
Chartered, Barclays, Ghana Commercial, Ecobank havestalblsshed training centres which aimed at
training their employees. The establishment of these tragenges aimed at equipping the skills and
knowledge of employees proves that, the responsibility of ensurangase in companies sales, profit
and dividends are not left to the Finance Manager or OpesaiManager but Training Managers who
should ensure that training offered to employees equipped themheaithetessarily skills, knowledge
and abilities for those variables to be realized.
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Though many writers have argued in favour of training investm@aying mediating role of
organization’s acquired skills, knowledge, abilities corretatipositively to shareholders wealth
maximization, according to Gall et al (2002), an organizatitai®ing investment does not necessarily
bring the acquisition of knowledge and skills which will correlabsitively to shareholders wealth.
Their arguments point to the fact that, there are many hiddémesnevhy organizations invest in training
rather than training the employee to acquire the needisl @hkd knowledge. Secondly, much depends
on the employee’s preparedness and willingness to acquire the Kigevard skills which the training is
meant. This means that training itself does not automigtitedd to the acquisition of skills and
knowledge but other factors need to come into play before thaeipagian’'s needed skills and knowledge
can be realized. The literature by Howe (2004) supports the amgugiven by Gall et al (2002) that
training itself does not necessarily bring acquisition of skilisl knowledge since organizations have
different reasons why they invest in training and not nedgsda improve employees’ skills and
knowledge. To the writer, if the training is meant to eaashployees release stress by taking time off
the job to go for external training programme which is nobted to the employees need, then the
argument that an organization’s training investment plays aatieglirole of organization’s acquired
skills, knowledge and abilities needs to be questioned.

From the above literature review and the arguments of trainuggtment playing the mediating role of
organization’s acquired skills and knowledge and shareholdergshwmalximization, one can set the
following hypotheses:

H1: There is significant relationship between organizatiorgsiiaed skills and productivity.

H2: There is significant relationship between organizatiorgsiaed knowledge and productivity.

H3: There is significant relationship between organizatiorgsiiaed abilities and productivity.

H4: There is significant relationship between organizatiorgsiiaed skills and profitability.

H5: There is significant relationship between organizatiorgsiiaed knowledge and profitability.

H6: There is significant relationship between organizatiorgsiaed abilities and profitability.

H7: There is significant relationship between organizatiorgsiiaed skills and dividends.

H8: There is significant relationship between organizatiorgsiiaed abilities and dividends.

H10: There is significant relationship between organization’s eadjskills and shareholders wealth.

H11: There is significant relationship between organizationfuieed knowledge and shareholders
wealth.

H12: There is significant relationship between organization’s eedjabilities and shareholders wealth.

H13: There is mediation between productivity and organizaticaigifg investment.

H14: There is mediation between profitability and organizatisaigihg investment.

H15: There is mediation between dividends and organization'srigaimvestment.

H16: There is mediation between shareholder’s wealth amihiganvestment.
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Looking at the literature review and the hypotheses sét, gbssible for the researchers to develop a
conceptual model for the dependent variables, independent varaideshe moderator variable as
follows:

Figure 1: Proposed Conceptual Model of Dependent, Independent and Moderator variable:

Organizations Profitability
acquired skills
Productivity
Training
Organizations Investment > Dividends
acquired knowledge

Sharsholders wealth
Organizations

acquired abilities

Independent variables Mediator variable Dependent variables

The above conceptual model means that organizations acquiredlskilviedge and abilities comes into
existence through the organization’s investment in training andvthis1 turn maximizes shareholders
wealth as a result of increase in productivity, profit ant laigclaration of dividends.

2.1 Definition of variables as used in the study

In order for us to be clear about the definitions of diffetenths which will also be used throughout the
study, the researchers looking at various literature definedterms or variables used for the study.
Organizations acquired knowledgerefers to the theoretical or practical understanding ofitgest.
For example, an employee might have knowledge of ADDIE model ims@structional design. This
does not mean the employee have skills in the application omdael when it comes to designing
training programmes at the workplacegdrganizations acquired Skills are the proficiencies developed
through training or experience. For example using the ADDIE exarnti@eemployee must demonstrate
skills in applying the ADDIE model when designing training pamgmes. Organizations acquired
abilities are the competence to perform an observable behavior oagidsethat results in an observable
product. Productivity is the average measure of the efficiency of productidtrofitability is the
ability of a business to earn profit or revenue exceedingdosdl Dividendsrefer to the payment made
by organizations to its shareholders, usually as a distributforprofits. Shareholders wealth
maximization is the procesghat increases thmurrentnet valueof busines®or shareholdecapital gains
with the objectiveof bringing in the highest possikieturn

3. Methodology
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Though the researchers could not cover all the emmeg that are owned by shareholders in Ghana, a
multiple case study approach which covers a sicaifi number of companies were adopted by the
researchers. These companies were drawn from gnirbeverage; breweries and filtered water
industries. The population of the study coversidewange of professionals and this includes adcoun
officers, personal secretaries, managers, comppators, complaint officers, customer relatidircefs,
production workers, heads of department, humanuresomanagers, internees, information technology
engineers, information technology officers, corperéawyers, mechanics, corporate medical doctors,
marketing officers and public relation officers. hel'purpose of targeting these categories of emekye
is to make generalization of the research findeaser.

3.1 Sampling techniques

The researchers adopted a multi-stage samplingnitped for the study. Talking about the first stage
different organizations were conveniently selectedt the second stage, the population of these
organizations amounting to 3,285 was divided imto strata namely organizations (Study 1) that spent
10% or more of their total annual budget on stafining and those (Study 2) that spent less th&n @D
their total annual budget training their staff. eTiesearchers decided to choose 10% because feom th
literature of Taylor and Bogdan (1984) any seriouganization that want to develop its human capital
should not spend less than 10% of its annual budigegmployee training. Looking at the third stage,
the researchers selected a total of 620 employee®fo3,285 drawn from these organizations using
convenience sampling technique.

The data collection instrument used was questioesavhich were distributed to the selected number o
employees from study 1 and 2 but 580 questionna@psesenting 93.5% response rate was recorded.

The distribution of respondents for both Study d &rcan be seen from table 1:

Table 1: Distribution of respondents (Study 1 ajhd

Study 1 Study 2

Respondent type 10% annual budget on <10% annual budget on
training training

Total questionnaire distributed290 330

No of responses (respons280 300

rate)

For both study 1 and 2, the researchers used the gaestions with the same scale to solicit reg®ns
from the respondents. Responses were coded a®iglgtagree to 1=strongly disagree. Data from
the questionnaires were analyzed using SPSS 16ibre

Regression analysis was also used to test if ikarediation among the independent and the depénden
variables.
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4. Data Presentation and Analysis

The main objective underlying the study is to assess th@oreship between organizations’ acquired
knowledge, skills, abilities (SKAs) and shareholders weaftiximization with training investment
serving as the mediating role. Before presenting and anglyhe data, the researchers decided to
conduct normality test to check if the data is normally distedbwtith no extreme values and outliers in
data set. It was found out through the test conducted that line @b Skewness was 0.85 which is
within -1 to +1. Talking about the value of Kurtosis test cateld, the study recorded 7.65, which shows
normality in the data set.

In finding out the mean and standard deviation for eacheof/diniables used for the study, the test run
based on the data gathered from the questionnaire revealeddinenig:

Table 2.Descriptive statistics:

Variables Study 2:<10% annual budget
Study 1: 10% annual budget Mean Std.
Mean Std. deviation Deviation
Organization acquired
. 3.5 0.82 3.5 0.82
skills
Organization acquired
3.2 0.89 3.2 0.89
knowledge
Organization acquired
o 3.6 0.86 3.6 0.86
abilities
Productivity 3.6 0.77 3.6 0.77
Profitability 2.9 0.74 2.9 0.74
Dividends
0.84
2.8 0.84 2.8
Shareholders wealth
0.92 0.92
2.7 2.7

The above table shows the mean and standard deviation fortemactoi both studies. The mean values,
as seen from table 2 indicates that profitability, divideadd shareholders wealth are lower than the
average 3.0 for both studies. Looking at organization’s acqukibbsl &nowledge and abilities as well
as productivity, they are above the average of 3.0.

In looking at the relationship between the variables, coroglanalysis was conducted based on the data
retrieved from the questionnaires distributed to the respondefnte table below shows the kind of
relationship that exists between the variables in boifies.
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Table 3: Correlation coefficient of study 1 ( 10% annual budget on training)

nnnnnnnnnnnnnnnnnnnn

OAK OAS PDT  PRO
OAA  OTI DVD

SHW

Ik

Organization 1 488* 197" .186* .115 .030° .135
acquired

knowledge

(OAK)

Organization .488 1 .126* .057* .184 .039 .348
acquire skills

(OAS)

Organization .197° 126 1 547+ 316  -024° 195
acquired

abilities

(OAA)

Training 186" 057 5427 1 4300 462" 167
investment

(OTI)

Productivity .115  .184 .316° 430 1 298 141
(PDT)

Profitability =~ .03~ .039 -.024" 462" 298 1 334
(PRO)

Dividends 135" 348" 195 167 141 334 1
(DVD)

Shareholders .124" 166 .018 .016 .038 117 176
wealth

(SHW)

*

124"

166

.018

.016

.038

112

176

**_Correlation is Significant at 0.01 level (2 tailed)
*. Correlation is Significant at 0.05 level (2 tailed)
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Table 4: Correlation coefficient of study 2 (< 10% annual budet on training)

OAK OAS OTI PDT PRO
OAA DVD SHW

Organization 1 486** 193" .188* 219 .055 .138" .129°
acquired

knowledge

(OAK)

Organization .486 1 .122* .052* .382 .020 .34Z2° .163
acquire skills

(OAS)

Organization .193° 122 1 542+ 391" 4100 .193° .010
acquired

abilities

(OAA)

Training .188 052 5477 1 410
investment

(OTI)

Productivity —.219" .382 .391° 410" 1 291
(PDT)

Profitability =~ .133" .020 .410° .455 291" 1 324 110
(PRO)

Dividends 138" 347" 193" 153 1327 3247 1 171
(DVD)

Shareholders .129° .163 .010 .010 .133 .11 .17 1
wealth

(SHW)

455 153 .010

132 133

**_Correlation is Significant at 0.01 level (2 tailed)
*. Correlation is Significant at 0.05 level (2 tailed)

The Tables above (3 & 4) show the correlation analysis reuitdoth study 1 and 2. Correlation
analysis gives the relationship that exists among varialbldgere is strong relationship among variables,
one can interpret it as high correlation existing among thosmbles. Organization acquired
knowledge, skills and abilities are positively correlatedhwdrganization’s productivity (r= .115
p<0.01), (r= .184 p<0.05), (r= .316, p<0.01) respectively for study 1 and (r= .219<0.01), (r= .382
p<0.05), (r= .391, p<0.01) respectively for study 2. Hence, hypothesisl, 2 anch&@eTis positive
relationship between organizations acquired knowledge, skillgjesbdnd productivitthad been proved.
Literature also supports there is positive relation betwieese independent variables and productivity as
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can be witnessed in the literature provided by Cho et al (2006ngH{#®00)and Pine and Judith
(1993)

Though there is positive relationship between the independenblesriand productivity, both studies
recorded a weak relationship existing among the variabless ribans that taking the co-efficient of
determination @ into consideration; organizations acquired knowledge, skills ailities only
contribute 1.32%, 3.39%, 9.99% respectively to organizations proiyotfen it comes to study 1
whilst for study 2, it was 4.80%, 14.60%, 15.29% respectivelyie above presentation shows that there
are other variables that play significant role in determitinegproductivity of organizations. Employees
may have all the required knowledge, skills and abilities but I@tinsic other than organizations
training and extrinsic motivation is necessary for the apphicadf these independent variables by
employees. Organizations also need to provide all the regefsyistics as well as conducive
environment for employees to apply these independent variabl#sthese are missing, application
becomes difficult and hardly will it have significant contribatin terms of improvement in work of the
employee.

Talking about the relationship between organizations acquired kageylskills, abilities and profitability,
there exist positive correlation between the independent variabtethe dependent variable except the
relationship between organizations acquired abilities and pidfiga which recorded negative
relationship for study 1 as can be witnessed in Table D8E , p<0.01), (r= .039 p<0.05), (r= -.024,
p<0.01) respectively. For Table 4, the relationship betwaderthe independent variables and the
dependent variable recorded positive relationship (r=".0%0.01), (= .020Q p<0.05), (r= .410,
p<0.01) respectively for study 2. From this, one can sayhythesis 4 and 5: There is positive
relationship between organizations acquired knowledge and $lallis been proven. Looking at
hypothesis 6, whilst it holds in study 2, it was not provertudysl. The above presentation tells us that
though organizations in study 1 spend 10% or more of its annual budgetpdoyees training, the
relationship between organizations acquired abilities and prditiyaisi negative as opposed to study 2.
Literature from Chapman (1993) and Gelade and Ivery (2003) supportdbdi@n that it is not the
guantum of money that organizations spend on its training progratmanevill increase its profit but
several factors such as the ability to control or mininizst in all areas of the organization will go a long
way to determine the profitability of an organization. Frtims literature, it means that though
organizations in study 1 might spend more on training as comgacgdanizations in study 2, the ability
of organizations in study 2 to develop a cost conscious cultufeinorganization will help boost their
profits rather than relying mainly on training as a mearsdrease profits.

The relationship between the independent variables, organizatiqnseal knowledge, skills, abilities
and the dependent variable (dividends) recorded positive relaifignas can be witnessed in table 3 for
study 1 (r= .135, p<0.01), (r= .348, p<0.01), (r= .195, p<0.01) and table 4 for study 2 (r= .138
p<0.01), (r= .342, p<0.01), (r= .193, p<0.01). The same situation applies to the relationsipeen
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the independent variables and shareholders wealth for both stadias e witnessed in tables 3 and 4.
The above presentation proves the hypotheses 7, 8 and 9 thaarehgresitive relationships between
organizations acquired knowledge, skills and abilities resgtand dividends declared to shareholders.
Hypotheses 10, 11 and 12 was also proven that there is pastat®nship between organizations
acquired knowledge, skills, abilities respectively and shadenelwealth maximization. The literature
from Ahmad & Schroeder (2003Fey, Bjorkman and Pavlovskaya (2000); Garcia (2005) and Khatri
(2000) support hypotheses 7, 8, 9, 10, 11 and 12 that there is posik®nship between the
independent variables (organizations acquired knowledge, skills ditié¢g)and the dependent variables
(dividends; shareholders wealth). Though these authors’ supposuttatelationship exists among the
variables, Ahmad & Schroeder (2003) and Garcia (2005) were ofi¢hethat an organization cannot
claim strong relationship among those variables and as such dividttnbsted to equity shareholders
does not depend significantly on how much the organization speiitd gmining. Their argument is
based on the fact that an organization can spend huge sum@ne§ to train their employees but the
dividends that the organization will declare does not depend omhmh was invested in employees by
means of training. To them training can be used to improvekitie and knowledge of employees for
profitability of the organization to be improved but the dividemt#xlared attributable to equity
shareholders will depend on a number of factors such as ¢amization’s dividend policy and
availability of cash. For instance, an organization’s tr@ncan be successful for profitability to be
improved but if majority of the organization’s sales are onitkasis, it may lack cash for dividends to
be declared and paid to equity shareholders for their wealie maximized. It therefore sounds good
idea for companies to regulate how much they spend on tlading investment since it is not a
significant contributor to declaring huge dividends to equity edi@ders for their wealth to be
maximized.

4.1 Testing for Mediation using Regression

Mediation is a hypothesized causal chain in which one varidigletaa second variable that, in turn,
affects a third variable. The intervening variable, asegmM’, is the mediator. It “mediates” the
relationship between a predictor, X, and an outcome as capiesented in figure 1 below:

c

X = M =Y

In figure 1, path ‘a’ and ‘b’ are direct effect. A medibaal effect in which ‘X’, the independent variable
leads to Y, the dependent variable through ‘M’ the mediatoalia is called indirect effect. It is obvious
that without identification of an indirect effect, mediatisriricomplete.

According to Baron and Kenny (1986), a four step approach whezeatesgressions have to be run and
significance of regression co-efficient determined ahestep is required for mediation testing to be
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complete. The mediation test conducted for the study using theamppof Baron and Kenney (1986)
produced the following results as can be seen in Table 5:
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Table 5.Regression Models

—rternational JournatefHnrformationBusiness-dahagem
Simple Regression, 1.V predicting D.V for 5

PDT=4 5 678

PRO= 5 678

DvD=4 5 678

SHW=4 5 678

Simple regression analysis with all 1.V predicting mediadr variable

5¢ 67-

5¢ 67-

5q 67-

54 67-

for identification of path a:

OTI=4 5 678

OTI=4 5 67-

OTI=4 5 677

Simple Regression Analyses with mediator variable predictin.V

5. 677

5. 677

5. 677

5. 677

for identification the significance of path b:

PDT=4 5 6<=

PRO=4 5 6<=

DVD=4 5 6<=

SHW=4 5 6<=

Multiple Regression Analyses with 1.V and mediator, prediting D.V

in order to identify significance of path c’:

PDT=4 5 678

PRO= 5 678

DVD=4 5 678

SHW=4 5 678

5, 67-

5y 67-

5y 67-

54 67-

5. 677

5. 677

5. 677

5. 677

Study R Adjusted ., F
ent-Vol-9-No- 12017 Sfuare R Squse===
ath c only
; 1 178 .166 13.31
2 175 .180 13.32
; 1 129 116 9.25
2 .128 117 10.24
; 1 .032 .015 2.06
2 .033 .014 3.12
; 1 .052 .036 3.37
2 .054 .037 4.46
1 .020 .017 5.21
2 .021 .018 6.20
1 .003 .001 .656
2 .005 .002 .660
1 .505 214 69.12
2 .503 215 70.14
1 .535 .160 47.80
2 544 162 48.90
1 .026 .023 6.95
2 .027 .024 6.96
1 .012 .041 .001
2 .021 .042 .002
1 .006 .001 1.34
2 .004 .001 1.33
5. 6<= ; 1 .240 223 15.46
2 242 224 15.45
5, 6<= 1 142 125 8.09
2 144 123 8.11
5, 6<= ; 1 .023 .011 1.67
2 .013 .011 1.68
5, 6<= 1 .054 .035 2.79
2 .055 .036 2.80
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A summary of mediation test from table 5 indicates thanhdkpendent variables (organizations acquired
knowledge, skills, and abilities) have significant indireceeffwith dependent variables (productivity,

profitability, dividends, shareholders wealth) at path ‘a’Looking at path ‘b’, one can see that all the
dependent variables have indirect effect with the medisoable. Lastly, all the independent and

moderator variable significantly predict dependent variabet c.

The above presentation from that table indicates that ictetigere is full direct and partial indirect
mediation existing among the study variables.

6.0 Conclusion

On the whole, the study provides a new theoretical directiovartls understanding that, if an
organization’s training investment achieves it desired tibgof improving employees’ knowledge,
skills and abilities, it should correlate positively withageholders wealth. It also revealed experiential
backing of positive outcomes of a well planned and executeghiaagion’s training investment as a
mediator. Despite the positive outcomes, shareholders shangftiiéy monitor how much investment
their agents (managers) have allocated for training $ihmmxegh training mediates organization’s acquired
skills, knowledge, abilities and shareholders wealth, the coritibat these independent variables when
they are acquired to the maximization of the wealth iskwea

7.0 Theoretical and empirical contributions

The study has looked into the relationship between organizatgnged knowledge, skills, abilities and
productivity, profitability, dividends and shareholders wealtlhheoretical contributions claim that if
organizations are to improve on productivity, they need tosinwetheir human capital as that is the only
way by which employees knowledge can be enhanced to rendardsaitice or produce quality products
(Krueger & Rouse, 1998), Katou & Budhwar (2007), Ghebregiorgis &st€a (2007). When
employees acquire the necessary knowledge, it also helps thdaueiop the needed skills which bring
the ability to perform. To the writers especially Ghelmegs & Karsten (2007), ‘ability to perform’
results in increase in productivity which is strongly correlatéith increase in profit and hence high
dividends and shareholders wealth maximized. The current stoely not agree entirely with the
literature as increasing productivity cannot be claimebawe strong correlation with profit, dividends
and shareholders wealth. These variables are deterrbinseveral factors which an organization’s
ability to develop a conscious culture and a low cost strugtiane a key role rather than organizations
investment in training to enhance employees’ knowledge, skitlsaailities.

8.0 Limitation and recommendations for future research

The study made use of convenience sampling technique which is pratmability sampling type and
based on that the results of the study cannot be generalizegwtole population since not all members
in the population had equal chance to be selected for the st8dgondly, data was collected with the
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use of only the questionnaire technique. Combining other techrégeésas focus group or interview
might have enriched the results.

Again, the study only looked at three independent variables (knowledgés, abilities) and its
relationship with shareholders wealth. It is believed thete are other variables that play key role in
the determination of shareholders wealth based on the weak@asitrelation results and as such future
research should looked into these other variables and its rdégermining shareholders wealth.

Lastly, the researchers could not do higher statisticdysiador the mediation test and it is believed that
future research should consider higher statistical analysis &s the use of structural equation modeling
to look at the mediation role training investment play betwienindependent and the dependent
variables.
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Abstract:

Purpose: Identifying the effect of environmental uncertaintycagacteristics of information sources on
managers' use of information sources for making decision.

Method: The research method is an analytic survey and pigouiatiudes managers in second industrial
area of Ahvaz. The data were gathered using a reseancler-questionnaire.

Findings: The findings showed that managers perceived grgatertainty in economic (M=7.73) sector.
Also managers carried out greater scanning in economic enwraahsector (M=7.4). Results show that
managers get more use of information from environmental scarmipigying the role of a negotiator.
The results proved a significant relationship between theeped accessibility, perceived quality, and
perceived richness of Source and the frequency with which iatmmfrom that source is used to make
decisions. The results also showed a significant relatiohgtvpeen perceived environmental uncertainty
and the frequency of information use by managers from soureeakte decisions.

Key Words: Managers of Second Industrial Area of Ahvaz, ExteEmaironment, Environmental
Scanning, Information Sources, Decision Making, Accessibilitpgli}y, Perceived Richness of Source.

1. Introduction

The major challenges faced by modern organizatawasnot within the organization but
the environment in which they act. Environmentatés influence the peace and stability
of an organization. There are many forces in thérenment that organizations need to
adjust their movements and actions with and/oritectl and influence them by their
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desires and goals in an active movement (Sarraiza2l011). The external environment
of every organization is identified by charactécstsuch as complexity, importance and
variability rate. In other words, the external eowment of every organization includes
several items and sectors (complexity) which caristachange (variability rate) and are
important for organizations with different degrd@sportance). These characteristics in
general bring about uncertainty for managers. Thsspecially true while managers feel
they lack essential information for making decisfplatch, 2010).

Wilson et al. (2005) believe that uncertainty ie tleason for most disabling concerns of
individuals, and that human mind is designed t@waay with it. Man's life is meaningless
without having relationship with facts and realtidhe way people perceive acquire facts
in their daily lives, shape their insight and theernn an attempt to transfer from ignorance
to awareness to reduce world confusion at a trlelat| and to add to its predictability by
reducing relevant uncertainty. By documenting teeezch results, he claims that
predictable events, compared to unpredictable gresluce less intensive stimulation; in
other words, decrease of uncertainty might resultiécrease of enjoyment. Based on
Thomson's theory uncertainty is the main problem cofmplex organizations and
overcoming it is the essence of management pro¢8sboderbek et al.,, 2004).
Uncertainty is rooted in individuals' disability tmterpret a phenomenon or new
conditions. Also lvanov (2009) takes uncertainigharacteristic of a system that explains
deficiency of human knowledge about the systemitngrogress status. Duncan (1972)
identifies uncertainty as a characteristic of endérenvironment. Yanes-Este'ves (2006)
considers it as an indicator of lack of informateimout the world of an organization, the
way decision-makers perceive it.

Grote (2009) quoted in Pfeffer and Salancik (198#kin and Pablo (1992), Lipshitz and
Strauss (1997), and Wall et al. (2002) define uag#y as lack of knowledge and inability
to perceive reasons and mutual relations, whichthe framework of a total
decision-making is rooted in deficient informatianappropriate perception of existing
information and inability to distinguish substitstehich are equally attractive. While
uncertainty is related to objectives that are toréalized, lack of information can be
identified tangibly, but both undistinguishable stiutes and inappropriate perception of
existing information are the sources of uncertaimtiiose identification calls for
interaction between the 3 characteristics i.e. gi@ej decision environment and
decision-maker. According to him, it is due to #hebfferences that sometimes deficient
information is defined as uncertainty whiles theother factors are placed in another
framework called equivocality.

In general, lack of information and equivocalitg awo important sources of uncertainty.
Although the origin of uncertainty or individualserception of it might be the same, the
effects has on individuals in the organization may be equal. Daft and Weick (1984) in
their perception of organizations as interpretatisystems illustrates organization

16¢
ISSN 2076-9202



||||||||||||||||||||||

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

performance in facing a question or equivocality psformance of a person who
participate in the 20 question competition, ancheame a question is posed, it provides
more information about the phenomenon to the iddi@. For instance, for an
organization seeking to answer what customers dértfaat organizations cannot supply
any more, interviewing samples in the environmettidying the market, testing the
marking, creating research center for analyzingleecies, analyzing content of media,
and modeling econometrics for finding answer alsaérnal environment can all be part
of an organization's activities to find a solutioefore using up the sources, or entrance of
competitors into the market, change of customeaastef or dominance of binding
opportunities in other environmental sectors.

Therefore, as organizations are not created inn@gaand the consistency of their
activities is dependent on the relationship anceradtion with events of external
environment. Therefore, as Sarrafizadeh (2009estarganizational decision-making
requires a structure in which a manager is ablacguire sufficient information about
what goes on in the environment. To put it in sinplords, depending on information
which originates from inside an organization camudrantee success of decisions. Evans
et al. (2009) believe that some individuals findid®mn-making difficult since human can
hardly ever know all about a particular situatioiopto obligation to doing all he wants.
Most decision-making situations consist of someialdes that have unpredictable
interaction (active factors) with each other. Hellintzberg (stated in Sarrafizadeh, 2009)
enumerates 10 roles for managers in 3 generakfiglccommunication, information and
decision-making where a manager solves future prod| identifies objectives and
dedicates the sources. Although managers engadgecision-making process at different
levels, their decision-making roles are basicadiiated to nonstructural decisions, whose
characteristics are unpredictability, existencelehty of solution and potential responses,
vagueness of the approach to gain correct respoeffest of its results on organization's
goals, being sensitive to environmental and dynasoiaditions of the environment, and
great dependence on data from the external enveohmhich force a manager to get use
of information about events of the external envinent. Information gained from the
external and internal sources of an organizationpiscessed and fed into the
decision-making cycle by individuals and informatieystem of an organization
(Sadegzadeh et al.,, 2013). Thus, environmental ngognis a process to collect
information from external environment of an orgatian, and its analysis, interpretation
and use in making decision by managers. Choo (18883s that environmental scanning
Is the acquisition and use of relevant informationevents, trends and relations in the
external environment of an organization and thewkadge which helps managers in
planning future affairs of the organization. Anady@nvestigation and evaluation) is very
crucial for modern organizations. Environmentarsung is supervising the economic
factors, competition, governmental rules, suppli¢eshnology and market in order to
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determine the opportunities and threats they haw@ntorganization. Organizations scan
the environment for perceiving external changesd®siin a way that might gain effective
responses for developing or expanding their pasitiahe future (Ojo, 2008).

Knowing that senior managers' decisions are si@tégr an organization which
encompasses its future horizon and at the sameféiogerisky problems, managers need
information on external environment of an organmatto decide about the events of
external environment that affect organization'®.lifThis information is issued in a
diversity of sources whose use is affected byatsiqular characteristics.

Accessibility and quality of information in someudies are investigated as effective
factors on use of information by managers in emritental scanning (Colnun, 1985;
Choo, 1993; Jorosi, 2006; Hosseini, 2010; Farhadp20l3; and Rasuli, 2013) and
information systems (Sepehvand and Arefnezhad,)2013

Choo (1993) defines perceived accessibility of are® as "the amount of time and effort
needed to acquire, connect, or locate a source" "aade of providing appropriate
information from source"; and the quality of infaation from his point of view possess 2
important characteristics i.e. relevance and uglidO'Reilly (1982) believes that
relevance together with accuracy, validity, andtaqolatedness is an important dimension
of perceived quality of a source. According to ©ay(1986) the quality of a source
indicates the sum of its values. Richness of infdiom according to Brunell and Lapierre
(2007) is the ability of a medium to transfer spétypes of information and the capacity
of media for immediate feedback, and it involvesiaas clues, engaged senses, and
language diversity.

While literature on environmental scanning outrahldates back to 1960s, it is only since
2009 that it has received academic attention. Undeding various sectors of external
environment by managers can differ due to actityture characteristics of different
companies. Hosseini's study (2010) on managersidtp publications in Tehran shows
that economic and customers sectors were more eamphportant and variable for
managers. In another study Farhadpoor (2011) iigatstl the environmental scanning
behavior of managers in academic libraries nottbatlcustomers, addressees, technology,
and socio-cultural sectors were complex, imporéat more variable with high perceived
strategic uncertainty and environmental uncertaidigo the results showed that managers
use a combination of (personal/impersonal) anenal/external) information sources for
environmental scanning, and that they make useldrfessees and customers information
sources, library sources, electronic informatiorvises and subordinate staff more than
other sources. Library information sources, repoitgernal studies, and accessible
information services, electronic information seedcaddressees and users were perceived
to have the greatest quality. Another study by Rg2013) on environmental scanning
behavior of managers in private electronic pubiwet of Tehran proved that external
environment, and economic sectors were the mosbrtapt environmental sectors with
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highest variability rate and complexity. Also sloairid a significant relationship between
perceived environmental uncertainty and the frequemth which each source was used
and the amount of environmental scanning by massagerelectronic publications of
Tehran. In addition, the results showed that ofitifi@mation sources, customers were the
most important one. Also the subordinate managere wery important and reliable for
managers. It is also found that there is a sigmificrelationship between perceived
accessibility and perceived quality of an inforroatsource and its frequency of use for
environmental scanning.

A study by Preble et al. (1988) on environmentainsing by multinational companies in
the United States showed that most companies frédgueiid international scanning within
America and a small percentage used consultingicesrnfor scanning. Near half for
managers reported different levels of using compmatscanning process. Most managers
insisted on using internal information sourcesifdernational scanning. Most respondents
used publications and reports as information saurChoo (1993) studied the network of
the directors of the Canadian communication inguattd showed that more strategic
uncertainty was perceived in technological, custsnad competitors sectors and were
perceived the most variable, important and comphgxnanagers; so that the amount of
scanning of each environmental sector showed actdir&ationship with perceived
strategic uncertainty in that sector. Also it igicated that personal information sources
were used more in environmental scanning. It wae &und that the accessibility and
guality of sources influence their use in environtaéscanning. Findings of Casta (1997)
on strategic planning and environmental scanninghiain hotels Portugal showed that
there was a great difference between perceivedegicaplanning and the ideal one
regarding the strategic planning activities. While perceived strategies were based on an
official design, the ideal strategies used noned@fidesigns. The results also showed that
there is a relationship between strategic planamd environmental scanning. Jansen Van
Vuuren (2002) studied the environmental scanningSofith African organizations on
future view of communications and showed that tm@irenmental scanning was a
strategic tool for organizations in acquiring cotmmEn advantages. Knowledge
management and the amount of relationships in camuations are very dependent on
environmental scanning. Although environmental aganwas being conducted greatly in
most organizations, it was not formal, which is th&n finding of this study. The effect of
environmental scanning on organizations studied weasarkable. Nor Shahriza Abdul
Karim (2004) investigated the relationship betweenvironmental scanning and
information behavior and introduced a procedureldoenvironmental scanning. Jorosi's
findings on studying (2006) the information needsl anformation seeking behavior of
managers in large, medium , and small-sized coregahowed that, managers perceived
the information about customers and competitorbdahe most important information
about their company; they spent much of their tonenformation seeking behavior and
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used personal sources (customers, businesses,iatésspcand impersonal sources
(newspapers, information media, and governmentaligations); choice of media was
much dependent on accessibility and ease of usenmmthgers used information for
important decisions and performing everyday tasksterson et al. (2008) conducted a
study on media richness entitled perception andafisehannel (sources): the superior
factors of media richness showed that media richaesl library sources possessed more
perceived richness, respectively, while electronformation services had less perceived
richness. Also Wright's study (2008) in the fielidneedia richness entitled use of media
richness theory for collecting information showedajer dependence on use of electronic
tools in collecting information. Conway (2009) mtiuced a step by step guide on
environmental scanning and states that for doingr@mmental scanning the scope of
following sources can be applied: newspapers, wbs,sweblogs, wikis, library
information sources, podcasts, films, informatiotess newsletters, magazines, books,
book critics, lectures, reports, surveys, intenggweminars, chat-rooms, supervisors,
advertisement, philosophers, sociologists, businessagement ...business management
discussion forums, counselors, researchers, expestsarch reports and universities. Nik
Muhammad et al. (2009) studied entitled environ@estanning and decision-making
guality: information processing perspectives, shibwleat the quality of information in
economic, and competition are directly related ¢ansing method in those sectors.
Zhang's study (2010) entitled environmental scaginiise of information literacy skills in
workplace, showed that environmental scanningnagpato-date alarming system for an
organization, helps it to revise business strategegarding changes in the external
environment and improvement of competition. Envmnemtal scanning in the process of
information analysis provides the development ofonmation technology and
long-distance communication channels of variou® tgpd application. In order to find
high quality information on environmental scanntogprovide strategic decision-making
it is important for each employee to be equippeth wiformation literacy skill. Babutunde
and Adebisi (2012) conducted a research entitleécht&yic environmental scanning and
organization performance in a competitive businesgironment, Economic Insights"
showed that there is a significant relationshipMeein strategic environmental scanning
and performance of an organization, and that ts&lmlity and change of effective and
efficient performance of an organization is duetlte change and diversity in strategic
environmental scanning. Also the findings provedttthe change of production and
efficiency in an organization is due to changesxiernal environmental factors which
indicate that the environmental forces out of agaaization positively affect the
organizational performance. Mayer et al. (2013)estigated more applied supportive
environmental scanning systems and analyzed anelaf@d 6 environmental scanning
methods.

Review of the related literature indicates thateheironment of an organization affects its
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emergence, growth, and death. The external enveabrof an organization is out of

control, which simultaneously is able to contra¢ thrganization. Therefore, for surviving

a company, senior managers are supposed to idagtiflyis fluctuating environment and

collect necessary information on it and apply ia fature decisions of the organization.
The relevant information on an environment can bkected from a broad range of

information sources. Accessibility, quality andhmess of information sources are the
characteristics that influence use of a source.sThmagarding the status of external
environment in determining the fate of organizatgiothe main problem of the present
study is to identify the effect of perceived enmimeental uncertainty and the effective
characteristics of information sources in doing immmental scanning and use of its
information in making decisions by managers in cam@s of second industrial area of
Ahvaz.

2. Research questions and Hypothesis

In order to identify the effect of perceived enwvinoental scanning and the characteristics
of information sources in scanning environment aschg the information of sources in
making decision by managers in companies secongindl area of Ahvaz the following
research questions and hypotheses are posed.

Q:: How is the condition of various external enviremtal sectors based on perceived
uncertainty by managers?

Q.: What decision-making roles do the sample compaagagers; use the information on
external environment?

Qs: How is managers' perception of the charactesistforarious information sources?

Q4 With what frequency do managers use the infolmnatif each source about external
environmental sectors?

Hypotheses:

Hi: There is a direct relationship between perceiaecessibility, perceived quality and
perceived richness of a source by sample manageisttee frequency with which
environmental information is used in making decisio

H,: There is a direct relationship between sample agars’' perceived environmental
uncertainty from an information source and the detcy with which environmental
information is used in making decision.

3. Research Method

The present study is an analytic survey type wisoggects were all 60 managers of active
companies in second industrial area of Ahvaz (2faline and 39 nonmetallic) who were
selected through census a questionnaire was ditgdbamong them and the responses
were collected for analysis. This means that th&rument was a researcher-made
guestionnaire whose items were prepared usingiquasires of previous items.

Having included the variables in research instrumémas formally sent to 10 professors
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of information science, study of knowledge to bmalized after including their comments.
So the reliability of the questionnaire is formaldawas found to be 0.918 using SPSS
software version 18 which is at an appropriate lleVaen it was given to managers in
person, and after the collection data, they weedyaed using SPSS software.
Table 1- Variables, relevant questions in the questionnairéharsburces used

in items
.| Resource/resources _
: The number of relevant questior , , Relevant question or
Variable | . , , o used in preparing ,
in the questionnaire and its item _ hypothesis
items
g 5 A, How much is the variabilit
-O — :
® g E| 7 , Y| Dunken (1972): Daft _
5 £ 8| rate in each environmental sector? Research questions|1
© § & _ _ et al.(1988); and
o = o/ Az How much is complexity level second hypotheses
o =2 5 . . Choo (1993)
o in each environmental sector?
B:: How many items each
information source is used for
environmental scanning? Aguilar (1967);
B,: How relevant is the Saracevic (1970);
information in each source aboutKeegan (1974); Aller
the environment? (2977); Zmud
Bs: How reliable is the (1978); O'Reilly
information of each source about (1982); Culnan
the environment? (1984); Taylor
B4: How much time and effort is| (1986); Nilan, Peek, _
Research questions|3

Information sources and their classification, quality, acbiitg and

perceived richness of the source

needed to locate and consider
information in each source?
Bs: How easy it is to acquire
necessary information from eac|
source after encountering or
locating them?
Bes: Which source is more
up-to-date?
B+: Which source is accessible
interactively and directly to you?

Snyder (1988);
Halpern, Nilan
(1988);Bell et al.
(1988); ); Daft,
Surmuten and Park
(1988);Choo
(1993);Hosseini
(2010);Farhadpoor
(2011)

h

\°4

First hypotheses
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B:: How many items each
information source is used for
environmental scanning?
C,: With what frequency and
interval do you use the
information about each system for
making decision?

C,: With what frequency and
interval do you use the
information from each source
about environment in making

decision?

Mintzberg (1973); | Research questions|2
Choo (1993); and 4
Farhadpoor (2011)| second hypotheses

Using information in scanning and
making decision
O

4. Finding

Qu How is the condition of various external enviremtal sector based on perceived
uncertainty by managers?

In order to explain the relationship between marggeerception of uncertainty in various
environmental sectors and the Mean of variabiliiey and the complexity level in each
environmental sector, the uncertainty was calcdlatng the following formula (table 2)
and in the second phase using Pearson's Correl@noafficiency, this hypothesis was
tested.

PEU= PV + PC

PEU= Perceived Environmental Uncertainty

PV= Perceived variability

PC= Perceived complexity

Table 2- Condition of various sectors of external environment fhenviewpoint of managers in second
industrial area of Ahvaz based on variability rate and caoxitple

Mean of

i Mean of perceived Mean of

Environmental . .
variability | SD | complexity] SD | environmenta
Sector ,
rate of uncertainty
resources
Customers 3.54 1.11 3.58 1.027 7.12

Competitors 3.18 1.024 341 0.895 6.59
Technological| 3.48 1.129 3.56 0.943 7.04

Political 3.48 1.051 3.68 1.013 7.16
Economical 3.96 1.009 3.77 1.134 7.73
Socio-cultural 2.25 1 2.43 0.965 4.68
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Ecological 2.43 1.201 2.73 1.124 5.16
a) Variability Rate in each Environmental Sector

Variability rate is a value to indicate that ingtéds, issues, tendencies, problems, and/or
opportunities change over time in external envirentrof an organization. Low variability
rate shows that the above-mentioned items remamstaot from one year to another.
Results of findings show that economic (M=3.96tomers (M=3.54), political (M=3.48)
and technological (M=3.48) sectors were perceivedhaive high variability rate,
respectively, while competitors (M=3.18), ecolog@icgM=2.43), and socio-cultural
(M=2.25) sectors were ranked lower based on vdityabate.

b) Complexity Level of each Environmental Sector

There are many factors to be considered in a compheironmental sector. There are
many individual and organizational players with gbex relations, so that the causative
and effective ties are not constant all the timesu®s of findings show that economic
(M=3.77), political (M=3.68), customers (M=3.58ncatechnological (M=3.56) sectors
were perceived complex by managers, while custorfddrs3.41), ecological (M=2.73),
and socio-cultural (M=2.43) sectors were rankedeiolbased on complexity level.

Table 3- Frequency distribution of various external environmesgetiors based on variability rate and
complexity from managers' viewpoint

Factors of External SD Standard Error of
, Number | Mean
Environment Mean (SEM)
Variability Rate 48 3.19 0.691 0.099
Complexity 48 3.31 0.633 0.091

Table 3 indicates that the Mean of variability rete@ach environmental sector equals 3.19,
and the complexity level for each sector equalsl.3&ccordingly, the highest mean
belongs to the complexity of various external sexishile the lowest one is related to
variability rate in each environmental sector.

Table 4- One-tailed t-test results for various externgirenmental sector from the viewpoint of

managers in second industrial area of Ahvaz based on vayialttt and complexity

Theoretical Mean=3
Variable t Degree of | Significance| Difference Confidence Level
freedom | Level (Sig) | of Mean Lower Higher
(df)
Variability 1.909 | 47 0.060 0.190 -0.010 0.39
Rate
Complexity 3.42 47 0.001 0.312 0.128 0.496

The t for complexity in each environmental sect@ble 4) is (3.42), and degree of
freedom equals 47 at 0.05 the obtained t is greater than critical the table. Therefore,

it is concluded that with 95% confidence the evemd tendencies in each environmental
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sector are complexity for organization at an uppesrage level from the viewpoint of
managers. But for variability rate as significaeeel obtained is greater than0.05, it is
concluded that the variability rate of various em&éd environmental sectors is not
perceived as much as complexity by managers.

Q.: What decision-making roles do the sample compaagagers; use the information on
external environment?

In order to respond to this question Mintzberg'slatsification were taken into account
which include managers' decision-making activit{basses) (decide about improving
projects such as providing new services, rebuildivey organization, providing plans for
social affairs, automation, and so on), dedicasogrces (they decide about dedicating
sources such as budgeting, applying sources, geajtals, dividing works and so on),
management of unrest (they decide about managiwgnied but important event such as
losing customers or supporters, conflict with otbaganization, cutting financial sources
and so on), negotiating (they decide about timene@fotiation with organizations or
external individuals, organization's condition swhseizure of sources, or agreeing on
contracts and so on) (Evans et al., 2009).

In order to have a better understanding of usenfairimation by managers, the sample
under study is presented as follows.

With what frequency and interval do you use theorimiation about each system for
making decision?

Table 5- Frequency distribution of using information in making sieci by managers in sample

companies
Factor N M SD SEM
Making decision 48 3.85 0.699 0.101

Table 5 indicates that the Mean of managers' useafofmation in decision-making
activities of the sample companies equals 3.85, ifhananagers most often use sources
information about environment in decision-making\aies.

Table 6- Use of information about external environment in vari@ession-making roles by managers in
second industrial area of Ahvaz

Decision-making Roles M SD
Boss 3.79 0.874
Dedicator of Sources 3.77 0.95
Management of unrest 3.9 0.973
Negotiator 3.94 0.932

Findings in table 6 show that managers applied itfermation about external
environment with the same frequency and intervalagotiating, management of unrest ,
boss and dedicating sources roles with (M=3.94)=3M), (M=3.79) and (M=3.77)
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respectively.
Table 7- One-tailed t-test results for testing use of méion of sources in decision-making role

Theoretical Mean=3
Variable t Degree of | Significance| Difference Confidence Level
freedom | Level (Sig) | of Mean Lower Higher
(df)
Information | 8.414 47 0.000 0.849 0.646 1.052
Sources

Results of this test which are presented in tablpraves that sample Mean for this
guestion equals 3.85. Also it is observed thattaiokd (t=8.414) at (=0.05) is greater
than critical t. Therefore, the calculated Meanfedédnce with theoretical Mean is
significant. Accordingly, it is implied that the agsis of table 5 is correct, and that with
95% confidence managers use information about emwvient in decision-making
activities.

Qs How is managers' perception of the charactesistforarious information sources?
Sixteen information sources in 2 various ranges imkrnal/external sources or
personal/impersonal sources were classified and dlceessibility, quality and perceived
richness of the sources were analyzed the regeltiiusstrated in table 8.

Based on the purpose of explaining the effectivaratteristics of using information
sources by managers of second industrial area vAZihthe effective factors on use of an
information source were differentiated in 3 fields perceived accessibility, perceived
guality, and perceived richness. Accordingly, inlerto answer to this question 6 items
were included in the questionnaire to reflect manslg viewpoint about quality,
accessibility and richness of information sourdgke previous classifications16 sources
were identified. These 6 questions were developethe 16 sources as stated next.

c) Perceived Accessibility of Source

In order to evaluate the perceived accessibilig,following questions are posed:
a) How much time and effort do you need to located emadcentrate information in

each source?

b) How easy it is to acquire necessary informatiomf@ach source after encountering
or locating them?

And the managers were asked to select one of tlwevfog choices to answer question (a):
very much, much, to some extent, little, verydittAlso to answer question (b) they were
asked to select one of these choices: very diffidifficult, not easy not difficult, easy,
and very easy. For estimating perceived accesyilofia source, the responses for these
two questions were collected and their Mean waadou

d) Perceived Quality of Information Source
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In order to evaluate the perceived quality, two dfieas were included in the
guestionnaire:
a) How relevant is the information in each source allo& environment?

b) How reliable is the information of each source dliba environment?

And managers were asked to select one of theseeshto answer question (a): totally
irrelevant, partially irrelevant, partially relevamelevant, and completely relevant, and to
answer question (b) they were asked to select dérthese choices: totally unreliable,
partially unreliable, partially reliable, reliabland totally reliable.

e) Perceived Richness of Source

In order to evaluate the perceived richness ofuacgo2 questions were included in the
guestionnaire:
a) Which source is more up-to-date?

b) Which source is accessible interactively and diyeotyou?

Then managers were asked to select one of thevalipchoices to answer question (a):
very little, little, to some extent, much, very rmwcand to choose from among the
following choices to answer question (b): veryldittlittle, to some extent, much, very
much. In order to calculate the perceived richnibgsresponses for these 2 questions were
collected and the Mean was calculated.

Table 8- Mean of perceived accessibility, perceivedityyaind perceived richness, the 16 sources based
on internal/external sources of an organization

External Information Sources of the Organization Internal Information Sources of the
. [ Orggpization
o S n = = 7] o © o
© Q 2} & %} = o >
%_ Q ) ke > £ < = & & 3
o |2 |€ 1€ |9 2 5§ 8 (2 |8 |a [§ |B |z |8 |¢
— — — > o= (@) @ 0 © o o
e 2 & Y I8 2 B |8 |® |& |S |& |e |®g |3 |3
S B |5 B |8 |8 o [T [8 |2 | |2 |& [28|6 |E
% |2 | |E | |8 |« |8 | |2 |8 |5 |8 |s2 |2 |&
S |E | |2 |5 |e |5 |8 |S |s |= |58 |3 |8 |8 |E
O = Q £ o |E D c = » Z S o |x S =
°© |2 |E c |s |8 |€ |5 |8 |38 |& |s |3 |8
() = > c Q = — c =
> g ) o |2 |B g o B
8 (o) O] CIE) 9 = = @
© = |3 £ |7 -
Accessibility| 5.89| 5.18| 5.74| 5.41| 6.22| 5.79| 6.64| 6.47| 5.43| 5.68| 7.23| 7.49| 6.18| 6.14| 5.81| 6.3
of Source
Quality of| 6.66| 6.02| 7.37| 6.76| 5.65| 5.65| 5.6 | 6.84|5.98|6.17| 7.02| 6.94| 5.9 | 5.94| 5.91| 6.29
Source
Richness of 6.69| 6.69| 7.07| 5.79| 5.92| 5.7 | 6.14| 6.52| 5.88| 6.11| 7.36| 7.13| 5.9 | 6.04| 5.84| 6.79
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Source

Perceived accessibility of a source is calculatgdusing sum of the Mean attempt to
locating the source and the ease of acquiring mdtion from each source. The results
show that subordinate staff (M=7.49), subordinataagers or assistants (M=7.23), radio
and TV (M=6.64), and business associates (M=6.48ewanked higher by managers
based on accessibility compared to other 16 soumvbge governmental employees

(M=5.41), competitors (M=5.18) were ranked lower.

The findings of table 8 for perceived quality shtvat, work experts (M=7.37) were

selected as the most qualitative source by respisdeased on having relevant and
reliable information, while radio and TV (M=5.6) weeranked lower from this point of

view.

Perceived richness of a source was calculated usneg sum of the Means of

up-to-datedness, interaction and directness, wiherdindings show that the subordinate
managers or assistants (M=7.36), subordinate @#&ff.13), work experts (M=7.07), and

electronic information services (M=6.79) were rashkbe highest while library sources
(M=5.84), governmental employees (M=5.79), and cetitprs (M=5.65) were ranked the

lowest.

Also the results show that based on the classiicaif the 16 sources to internal/external
organization sources, internal organization sour(ds6.46) compared to external

organization sources (M=5.68) were more accessiioi'grnal organization sources

(M=6.44) compared to external organization souft&s6.31) were of more quality, and

internal organization sources (M=6.51) compared etdernal organization sources
(M=6.19) were richer according to what managersegieed.

Table 9- Mean of perceived accessibility, quality and risbred the 16 personal/impersonal sources

Personal Information Sources of the| Impersonal Information Sources of the Organizatipn
Organizatjpn

AEERE c o
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Accessibility | 589 | 5.18 | 5.74 | 541 | 568 | 7.23 | 7.49 | 6.47 | 543 | 6.22 | 597 | 6.64 | 6.18 | 6.14 | 581 | 6.3
of Source
Quality of | 6.66 | 6.02 | 7.37 | 6.76 | 6.17 | 7.02 | 6.94 | 6.84 | 598 | 565 | 565 | 56 | 59 | 594 | 591 | 6.29
Source
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Richness of | 6.69 | 565 | 7.07 | 579 | 6.11 | 7.36 | 7.13 | 6.52| 5.88 | 5.92 57 | 614 | 59 | 6.04 | 584 | 6.79

Source

Results of table 9 indicated that based on clasdéiin of the 16 sources to
personal/impersonal range, personal sources (M¥»6ch8pared to impersonal ones
(M=6.13) were more accessibility, and personal csesi(M=6.78) were of greater quality
compared to impersonal sources (M=5.97), and patsmurces (M=6.4) were perceived
to have greater richness by managers comparedprsonal ones (M=6.11).

Qs With what frequency do managers use the infolmnatif each source about external

environmental sectors?
Table 10- Mean and standard deviation of frequency of the ugdoomation in each source about

environment for making decision from the view point of manaigesecond industrial area of Ahvaz

Information Sources M SD
Customers 3.44 0.92
Competitors 3.17 0.93
Work experts 3.69 0.776
Official Staff 3.29 0.967
Periodicals and
2.89 0.831
Newspapers
Governmental
L 2.94 0.977
Publications and Report$
Radio, Television 3.02 0.786
Trade Associations 3.02 0.945
Conferences and Visits 2.88 1.002
Counselors and Members
of Subordinate 3.27 1.026
committees
Subordinate Managers ar
. 3.73 0.791
Assistants
Subordinate Staff 3.5 0.989
Internal Regulations and
) ) 2.96 0.874
Directives
Internal Reports and
) 2.81 1.044
Research Projects
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Library Sources 2.73 1.005

Electrical Information
Services

As table 10 illustrates, information on environmendm subordinate managers or
assistants (M=3.73), work experts (M=3.69), submaté staff (M=3.5), and customers
(M=3.44) was used with more frequency for makingisien by managers, while
conferences and visits (M=2.88), reports and irlemesearch reports and proposals
(M=2.81), and library sources (M=2.73) were rankadaer from this point of view and
were used with less frequency in making decisions.
Table 11- Mean of the Frequency of information Use from Gmufor Making Decision by Managers by
internal/external and personal/impersonal organizational sources

3.15 1.148

Personal Sources Impersonal sources
g o Periodicals and Newspapers,
2 E Customers,  Competitors,  WorkGovernmental Publications and
g é experts, Official Staff, Reports, Media Stations, Trat:delvl:a33
L‘% 95 Associations, Conferences and Visits
g 5 | Internal Regulations and DirectivesCounselors ~ and ~ Members  of
3 E Internal Reports and Researclbubordinate committees, Subordinite_
E é Projects, Library Sources, ElectricaManagers or Assistants, Subordin at,(\e/l_GAl
g % Information Services Staff
M=6.9 M=5.84

Table 11 shows that internal information sources=M1) compared to external
information sources (M=6.33) are more frequentlgdusr making decision by managers.
On the other hand, personal sources (M=6.9) cordp@reémpersonal sources (M=5.84)
were also used with more frequency by managersaking decision.

Hi: There is a direct relationship between perceiaecessibility, perceived quality and
perceived richness of a source by sample managaistte frequency with which
environmental information is used in making deaisio

Table 12- Results of Pearson's Correlation Coefficient ofiRthationship between Managers' Perceived
Accessibility of Information Sources and the Frequency efllse of Environmental Information for
Making Decision

Frequency of the
Use of Source

Perceived Pearson's Correlatio
Accessibility Coefficient

=]

0.372
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Sig
0.009
)p-value(
Number 48
Pearson's Correlation
. 0.478
: Coefficient
Perceived -
Quality S1g 0.001
)p-value( '
Number 48
Pearson's Correlation
. 0.501
: Coefficient
Perceived -
i Sig 0.000
Richness
)p-value(
Number 48

According to results presented in the first lingadfle 12, Pearson's correlation coefficient
equals 0.372 with significance level set at 0.00éhich indicates that perceived
accessibility of managers in the companies in shisly from information sources has a
direct relationship with the frequency of the udeeavironmental information of that
source in making decision.

According to the second line of table 12, Pearsoatselation coefficient equals 0.478
with significance level set at 0.001, which indesthat the perceived quality by managers
in the study from the information source has adtirelationship with the frequency of the
use of environmental information from that sourcenaking decision.

Regarding the results presented in line 3 of tdlde Pearson's correlation coefficient
equals 0.501 with significance level set at 0.0@8@jch indicates that the perceived
richness by managers in the companies studied &onmformation source has a direct
relationship with frequency of the use of envirombaé information of that source for
making decision.

H,: There is a direct relationship between sample agars' perceived environmental
uncertainty from an information source and the desgcy with which environmental
information is used in making decision.

Table 13- Results of Pearson's Correlation Coefficient ofiRthationship between Managers' Perceived
Uncertainty from an Information Source and the Frequency dfslkeeof Information from that source for
Making Decision

Frequency of the
Use of Source

. Pearson's Correlation
Perceived . 0.290
. Coefficient
Environmental —
: Significance level
Uncertainty 0.046
)p-value(
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Number 48
Regarding results of Table 13, Pearson’s correlatioefficient equals 0.290, with a
significance level of 0.046 which means that mansidack of perceived uncertainty by
managers from an information source has a dirdatioaship with the frequency with
which information from that source are used for mgldecision. Accordingly, the results
of the hypothesis fourteen are justified, too.

5) Conclusion

In the present study, perceived customers' sedoaraimportant but uncertain one.
Variability rate in economic, political, and techogical sectors was more than other ones,
respectively. Also, the findings showed that ecowgnpolitical, customers, and
technological sectors were perceived complex byapars, respectively. In general, in the
present study the variability and complexity leesebeconomic environmental sector is due
to the great important of that sector in the atasi of the organizations studied. The
previous studies on communication industries (Chb@93) technological sector; on
private publications (Hosseini, 2010) economic @ean academic libraries (Farhadpoor,
2011) addressees and customers' sector; on electpublications (Rasuli, 2013)
economic sector were perceived the most unceréaitors

Results of environmental perception in the presshidy show that the external
environment of the companies in the second indalséimea of Ahvaz is a troubled one
based on complexity and variability rate whose dextare variable, complex and
important, and a managers needs to constantly orothie environment to be able to
predict environmental events and their effect adiganization and the decisions under
different conditions. Prediction and correct petmep of the environment and event
enables managers to show the best reaction inusaconditions.

Another considerable issue is the competitors' osedtVhile the discussion about
competition among organization is one of the maincerns of research in the field of
organizational management and theory, the low vafienvironmental competitors' sector
from the view point of importance, complexity, avariability rate may indicate that the
competition among managers in second industrigh afe Ahvaz is not an important
concern, and on the other hand, possibly due toaum@ problems resulting from section
against Iran, there is not competition observedeglity out knowing that competition
basically takes place when raw material is acckssibthe market is developing and new
markets are available, the third point to ment®that managers in second industrial area
of Ahvaz have sufficient access to market to lautheir products to, and that a lot of raw
material is available.

Also the findings show that managers are highlyeredted in being aware of
developments in economic environmental sector wirdoemation about this sector are
more frequently considered by them. Therefore, margin this study do more scanning
in economic environmental sector. In the previdusies on communication (Choo, 1993)
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addressees and users (customers); and on acadénracies (Farhadpoor, 2011)
addressees and customers' sector was more scaymeanbgers. It is simply stated that
based on importance, variability rate, and compyegerceived by managers of second
industrial area of Ahvaz in economic sector, ma@nging is carried out in that sector to
be aware of the kind and intensity of events ianidl to be able to make the best decision
against the challenges encountered in this sectopared to other environmental sectors.
It is also concluded that managers in second afreshwaz use external environmental
information in all 4 decision-making roles i.e. négtion, managing disturbances, boss,
and allocator. Findings of previous studies showet in the field of communication
(Choo, 1993); and in the field of academic librar{&arhadpoor, 2011) managers used
external environmental information primarily in thiele of a boss. For the role of
negotiation, managers are engaged in activitiel agmegotiation time with organization
or external individuals about the condition of theganization such as distrainment of
sources, or agreement with contracts and so on,ragdire external environmental
information for performing these duties. In fattsiconcluded that managers in this study
need external information more for negotiation vehenvironmental scanning is also done
to collect such information.

It was also concluded that the information from #vironment about subordinate
managers or assistants, work expert, subordinateastd customers was used with more
frequency for making decision by managers, whilefeeences and visits, reports and
internal research proposals, and library sources vanked lower from this point of view,
and were used less frequently in making decisioomFanother point of view of the four
sources whose information was used in making dagigwo (subordinate managers or
assistants and subordinate staff) were internahrozgtion sources and the two others
(work experts and customers)were external organizasources. On the other hand,
personal information sources, compared to impetssmaces, were more frequently used
in making decision. Previous studies on commuroca{iChoo, 1993), and on academic
libraries (Farhadpoor, 2011) showed that internajanization sources compared to
external organization sources of information, ardspnal information sources compared
to impersonal information sources were more frejuersed in making decision.

Results of testing the first hypothesis showed tihatre is a significant relationship
between perceived accessibility of a source andfréuency with which information
from that source is used in making decision. Ireotliords, the more accessible managers
in the population of this study perceive a soutlse,more frequently they use that source
for decision-making. The results of previous stadiethe field of communication (Choo,
1993), in the field of academic libraries (Farhamp@011), and in the field of private
publications (Hosseini, 2009) indicate a direct amghificant relationship between the 2
variables. Accessibility is one of the most impaotteriteria that affect the frequency of the
use of information as well as the use of informatia making decision. Perceived
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accessibility of a source can be associated wiéh rtature of the decision of senior
managers. Therefore, creating mechanisms which imalpagers to access information
sources at the fastest possible time and with gr@se and on the other hand enable them
to easily use the required information from thairse can increase managers' chances of
the use of the source.

Results of testing the first hypothesis also shoted there is a significant relationship
between perceived quality of a source and the &eqy of the use of information in
making decision from the perspective of manageesuRs of previous studies in the field
of communication (Choo, 1993), and the field ofderaic libraries (Farhadpoor, 2011)
proved a direct and significant relationship betwdee 2 variables. Information is vital in
the present era and the life of organizations Eeddent on it. Information is wide-spread
in the environment with great volume, but a chamastic with great impact on the use of
information is its quality. Quality of informatiois the key indicator of the evaluation of
decisions and activities. In other words, managerthe population of this study have
perceived its importance and get use of informatotn high frequency which seems
valid and relevant to them in order to require infation about the environment and use it
for making decision. The effective characteristios use of information sources were
discussed in 3 areas of perceived quality, perdemoeessibility, and perceived richness of
a source. The results showed that work expertsprditate managers or assistants,
subordinate staff, and business associates wekeddngh based on quality, while radio
and television were ranked the lowest. From angploant of view, the findings showed
that from manager's perspective, personal infoonasiources, compared to impersonal
information sources have greater quality and timeese correct for internal organization
sources compared to external organization sourd®so previous studies on
communication (Choo, 1993) internal information ®$; and on academic libraries
(Farhadpoor, 2011) proved that external informasiources had greater quality. Therefore,
it is concluded that managers in the second indlistrea of Ahvaz noticed that personal
oral sources were more relevant and reliable thlher®ources; so that people working in
the company ore are in contact with activities @ompany can provide them with more
relevant and reliable information about externalimmment which affects managers'
decision-making activities in companies.

The results also indicated that subordinate stafbordinate managers or assistants, radio
and television, and business associates percewvdme tmore accessible by managers
compared to other sources. Of the four sources rimecgiently used, two (subordinate
staff and subordinate managers or assistants) wen@al personal organization sources,
and two (radio and television and business as®®j)iaivere external impersonal
organization sources. Results of previous studiecammmunication (Choo, 1993) and
academic libraries (Babolhavaeji and Farhadpood,32Ghowed that library sources,
reports and internal studies were perceived mocesatble by managers. From another
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point of view, managers perceived oral sources nmreessible. Also it is worth
mentioning that subordinate staff or subordinatenagars and assistants were more
accessible than other sources for a manager whidhe to the short time they require to
be located; also their information is easily ava#a In simple words, they are considered
at hand for managers in the population of the prteseidy whose information is easily
accessible.

Also it is proved that subordinate managers orstasis, subordinate staff, work experts,
and electronic information services had more peetkirichness compared to other
sources. From another perspective, 3 of the 4 ssusubordinate managers or assistants,
subordinate staff, and work experts) were pers@ma one (electronic information
services) was impersonal. Of the 3 personal souZdatem (subordinate managers or
assistants and subordinate staff) were internallaitdm (work experts)was an external
information source. Generally, from managers' ppe personal and oral information
sources were more up-to-date, interactive, anattdo@mpared to others, which is mainly
due to characteristics such as interactivity, eafe communication with them,
up-to-datedness of their information, and the ol of receiving quick feedback from
them compared to other sources. Findings of thislys@are in contrast with those of
Peterson et al. (2008) but are in accordance Wike of Right (2008).

Also results of testing the first showed that thexyea significant relationship between
perceived richness of a source and the frequencitsofise for making decision by
managers. In other words, the richer source foragars, the more frequently it is used by
managers in the population for making decision. uResof the present study are in
accordance with findings of Pierson et al. (200®)erefore, it is concluded that whenever
a source provides managers with rich informatibormakes managers to use that source
for collecting information based on their needs aodsider it prior to others and increase
the frequency of its use. As a result, regardirghigh value of personal sources based on
richness, it is to the information systems to pdevappropriate mechanisms necessary to
managing flow of information with personal natur@esults of testing the second
hypothesis show that there is a significant retediop between perceived environmental
uncertainty and the frequency with which informatidrom a source about the
environment is used for making decision by managerthis study. In other words,
perceived environmental uncertainty causes mandagerse an information sources more
frequently. Previous studies on communication (Chd®93) indicated a direct and
significant relationship between variables; and tire field of academic libraries
(Farhadpoor, 2011) no direct relationship was olexkrbetween variables. In order to
stand against environmental variables, which babgut environmental uncertainty, and
to make better decisions managers need informatiwoh is partially provided by the
very environment. Due to the unstructured natureseriior managers' decisions, and
regarding the external organization perspectivé tloag-term approach, environmental
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uncertainty creates challenges for managers in ngaklecision and can disturb their
decisions. If uncertainty is interpreted as shartaglack of information, results of present
study show that managers in the population of tiesent study has perceived it well and
scan environment to solve this problem and usedolieces more frequently to collect and
use information for making decision.
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Abstract

This study draws upon literature on social learning to investigaterdlaionships between feedbacks
generated from peers of a social network and product marketimg.siudy analysed the significantly
over — riding effects of social media on demand shift factofiseircontext of product / service marketing
or sales based on a review of literature and meta-synthesis approaatificly the work looks at the
significant influence and impact of social media on sales and markatirigematic movies as having an
overriding effect on the influence of the competing economicytleéahift factors of demand on product
/ service sales. Social media in this context focuses on feexiganerated from on line technologically
facilitated networks such as face book, twitter etc.

Keywords:
Social network, Social media, Demand shift factors, Experience .goods

1. INTRODUCTION

The choices consumers make in the cultural and creative ireduata not just a function of the factors
that affect a change in demand (shift factors) as statecbnomics, but also a function of the choices
that others make (Jason, Stuart John & Paul 2008). Thus consuirnetids are greatly determined by
the choices that others make in a social network. The govatrohmost nations as a panacea for
sustainable development has identified the vital role of #&tige and cultural industries. Thus the
choice of cinematic movie made owes largely to the fattithis a product that cuts across most nations
in the context of their creative and cultural industries (Gepfted.) 1996). Cinematic movies therefore
represent one of the most highly demanded experience goods inatioss of the world. A critical
review and analysis is therefore carried out in comsest with the proposed research model.

Prior research and various literatures have examinedflbence of social media on product sales and
marketability. Various literatures and academic work atsed the effect of demand shift factors as a key
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determinant of product sales and marketing. It is important tothatdoth theories are usually examined
in isolation and independently, without cognisance to theorefirdlicts in the context of their influence
on product sales and marketing. Thus the existing literaturesca@mic papers on both theories
provide a strong basis for a comprehensive review and cuinedysis of literature in the context of this
study.

The world has become a global village particularly facéidaby social media. Social media, which began
as tools of entertainment for young people, are today used by pé@plages for business purposes.
This trend poses both as a threat as well as an opportundgrfgranies and organisations (MCE 2010).
Consequently social learning from social media plays aiwgwgrtant role in influencing purchasing
decisions as regards movie sales and marketing. Movieseaparence good attract a lot of comments,
reviews and opinions from consumers. The context of moviedaoheggrovides a good platform to
conduct a study of social media versus demand shift factthe tontext of product sales and marketing.

2. RESEARCH OBJECTIVE

This paper beyond examining the significant effect of sociaianen the sales and marketability of
cinematic movies, also seeks to analyse the over — riffexct®of social media over the traditional
economic concept of shift factors of demand. Thus this papenésiat creating a broader knowledge on
the enormously significant influence of social media on theienodustry. Firstly the study
conceptualises social learning based on movie reviews froia soedia. Secondly the study also
provides conceptual arguments as regards the significantly direg influence and effects of social
media on basic economics theory of demand shift factors icotttext of movie sales and marketing.

3. RESEARCH QUESTION

The study examines one key research question: In what waysadcial learning from social media sites
indicate an over ride effect or influence over demand shifbfaén the context of cinematic movie sales
and marketing?

4. STATEMENT OF PROBLEM

Larry (2005), describes the theory of demand, as a model of conbah@viour, he further explains that
the theory of demand attempts to identify the factors ttilaieince the choices that consumers make. This
suggests that traditionally, consumer behaviour as regardsneptign trends are generally analysed
from the view perspective of demand theory. The economic tleéatyift factors of demand suggests
that individual consumers make independent decisions as regard®wbasume based on certain
factors regarded as non — price determinants. This resdither a positive or negative change in
consumption trends (Paul and William 1985). The theory statest ttet same prevailing market prices
consumers will demand more or less than previously demandeckasit of these non — price
determinants.

A publication of Management Centre Europe (2010) on business trerdgeoya@escribe the world as a
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reflection of a village because of the influences ofaawtworking tools like face book, my space,
twitter, and all kinds of blogs. Individuals give feedbacks aldmit £xperiences about a business that
companies cannot control, yet these feedbacks have greatsropdature sales of company products
(MCE 2010). Companies are therefore left with no option thamiorace this phenomenon, in an
attempt to make it work for them (MCE 2010).

Dei world- wide (2008) argues that sixty percent of consumrerseported to agree that the
recommendations from other individuals on line are valuabldjltesand could influence their
perceptions of a brand, and hence influence their purchasingodeci other words a high degree of
authenticity is associated with social learning fromaouedia. Particularly in the context of the movie
industry, Morreti (2010) describes social learning as an impbdeterminant of movie sales. He further
argues that ‘social learning makes successful movies maressiigl and unsuccessful movies more
unsuccessful’. This is consistent with the assumption that carsumdate their perception of the quality
of a movie based on the purchasing decision of their peersgt2@10). Consequently the role of social
media as an effective tool of influencing consumption trendssales of movies cannot be over
emphasised and hardly a subject of debate.

Rajshree and Barry (2002) argue that demand shifts due toprare-factors is the major determinant of
increased sales described as ‘sales take off’ paatlguh the context of a new market. Thus supporting
the traditional demand theory of shift factors as the key dalproduct sales and marketing. Larry
(2005) argues that traditional media advertising can be udedrnd a product or increase the demand for
the product. This implies that advertising which is a shiftofacf the traditional demand theory is
considered a key determinant for increased sales of products

Even though extensive research has been carried out ogifecant effect of social media on product
sales, a closer look at the effects of demand shift fastaggests a conflicting theory. For example should
the operators of cinemas and theatres, expect high sales slumnger based on climatic conditions? Or
should they study on line reviews about a movie as a platfornalies prediction. There is therefore a
need to compare both theories with an underlying objective mbwmed movie sales and marketing. Thus
critical reviews of both theories indicate a degree of adrdhd competitiveness particularly in the
context of consumer behaviour as regards consumption trends and g clessions.

5. GAP IN LITERATURE

Previous studies often investigate the social media theayasiplement of the theory of demand shift
factors. The enormous complexity of the overriding influencgoofal media theory on the theory of
demand shift factors is hardly recognised. This study propodesdina attention be given to social
learning and feedbacks of movie reviews from technologicatijitited networks referred to as social
media in the marketing of movies.

6. CONTRIBUTION TO KNOWLEDGE
Thus this study contributes to the literature by taking into acebaritnpact of social media as a
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significant determinant of movie marketing, and as a primdeyaece for movie sales.

7. RESEARCH METHOD

This study is carried out based on a comparison between theethefosocial media and demand shift
factors in the context of cinematic movie sales and maugetihe aim of this study is to establish the
overriding influence exerted by the social media theory theetheory of the demand shift factors
particularly in the context of movie sales and marke#mgobjective, thorough summary and critical
analysis of the relevant available research and non redaarature on the topic being studied is carried
out to collate data consistent with the aim and objectithisfstudy.

8. DATAANALYSIS

In order to accurately determine the effects and influeoicttee theories of demand shift factors and
social media on movie sales and marketing, a contextual ajppilicd both theories is carried out on
cinematic movie sales and marketing. A meta-synthesis appi®ased to critically analyse the effects
and influences of both theories as reviewed in literadtudetermine which theory exerts an override on
the other as regards movie sales and marketing. In other waerdgal analysis and synthesis of findings
presents a probable reflection as regards which theory exeotmparatively greater influence
particularly in the context of movie sales and marketing.

9. LITERATURE REVIEW:

9.1. Conceptual framework

9.1.1Social network

Various literature and scholarly papers on the concept @lswtworks reveal the unending interest on
the subject. “A social network can be defined as connechbeityween individual agents where the actions
of other agents within the network informs production and consumipéinds” (Jason et al 2008). It can
therefore be deduced that human beings have the ability to cavitteone another, generate and
interpret information from each other. These networks arelygiefined connections, which could also
be technologically facilitated (face book, twitter, etcyakial network therefore is not just a group of
people one is familiar with for example friends, families aolleagues, but as described by Granovetter,
(1973) social networks also consist of the concept of informagbmorks.

9.1.2Social media

Social media has become pivotal in the general study of sotiednks. Mayfield (2008) describes social
media as a new set of online media sharing charactees$tiesticipation, openness, conversation,
community and connectedness. Consumers can easily post theiraridwomments through various
routes (e.g. face book blogs etc.), and also read the coswiefriends, family, anonymous peers or
experts, or share opinions and views about products or servicestigthpotential consumers. Owing to
this technologically aided mass dissemination of informatioh itstaptness and speed, it has become
apparent that the comments and views of other individuals pibstadyh various routes have the ability
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to influence the choices that individuals make as regards corsartmeinds, and purchasing decisions

9.1.3 Experience goods

Products are classified into three categories namelyclSeaxperience and credence products. Search
products are those consumers can obtain complete informatioe pefchase, experience products are
those consumers can only obtain information during or after puroh#se product, while credence
products are those consumers cannot obtain information before aafearepurchase (Marcus, 2008).
Generally, consumers purchasing experience goods place more vaescdptions and evaluations of
prior experiences of others who have consumed the goods. Sorhatibn reduces the uncertainty of
the quality of goods in focus and facilitates effective sleni - making (Marcus, 2008). It can therefore
be deduced that online reviews and comments posted about goods orspetabsified as experience
goods are given greater priority than those of search, ormredmods. Hence this study focuses on the
examination of the influence of social media on the salesramileting of cinematic movies.

10. THEORETICAL FRAMEWORK

10.1 Word of Mouth

Tourism researchers have established that recommendatssiggestions from acquaintances and
family are the most commonly obtained and significant souragaination used by customers or
clients in their travel decision making (Crotts 1999; Perdue 19%®)information communicated by
acquaintances and family is construed to be more convinciaghforward, and dependable than those
generated from marketers, given that the communicatensatrewarded for the recommendations.
Development in the Internet and Web 2.0 technology and know-how ttypermit clients to gain
access to personally meaningful appraisals not only from acgoeé# and family but also from
unfamiliar persons. Thus Word of Mouth through the social mediaeinfles the decisions of buyers and
consumers particularly in the context of an experience pratdigtt as cinematic movies

10.2 Psychological Ownership Theory and Perceived Control

Asatryan and Oh (2008) employed Psychological Ownership Theorycidatimg why previous guests

are actuated to recommend WOM feedbacks. From one pevepscime clients build up a stance of
relations with firms they are dedicated to that traeslinto a sense of ownership, as substantiated by the
use of languages such as ‘mine’, ‘my’, and ‘our’ in theireesd. In such situations, one would
presuppose that loyal customers would offer optimistic and atiivenfeedback to others, directing their
unenthusiastic feedback to management (Mattila 2001). On the otitgrihdhe absence of such loyalty,
the intention to write either an unconstructive or optimigtidcew may well be a craving to be in charge

of or control the business obliquely by communicating with its paisgeprobable customers.

Therefore loyal customers’ motives in posting affirmate@ews on social media are efforts to
compensate firms; such as cinematic movie operators. mokiees of non-loyal clients are based on the
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fulfillment achieved in being useful to other customers Asied by Pierce, Kostova, and Dirks (2003),
the longing by the consumer to be in charge through such commaonsgcpossibly will result in feelings
of worth and value as well as inherent pleasure, and extdastentment in providing such
recommendations to others.

10.3Theory of consumer behaviour

The theory of consumer behaviour as developed and propagated byMdfreldall is based on the
assumption that an individual consumer is a rational buyer whadeass to perfect information and
knowledge about the market (Schiffman and Kanuk, 2000). The theorgadgests that the individual
consumer is fully aware and conversant with his or her deairéd needs hence possess the ability to
determine the most appropriate approach to satisfying thescfiiman, 1985; Hamansu, 2008).
Specifically, the theory suggests that the demand fandimidual consumer is based on four primary
factors. Firstly a consumer buys based on the price of titigtr given that all other factors remain
unchanged. Therefore, in principle the higher the price thefesproduct a consumer demands and
vice — versa. Secondly a consumer’s income also largedyrdieies how much of a product is demanded.
This suggests that the greater an individual’'s income #t@rthe capacity to demand. Thirdly it is also
assumed that the prices of closely related products arsallent factors in determining the demand of a
consumer for a product. Fourthly, consumer tastes and preferesceketdrmine to a large extent the
demand of an individual. Larry (2005) and Paul and William (1985ypport of the role of demand shift
factors also state that effectiveness of advertisenmehsiae of population are important factors that
determine the demand of consumers given that all other far®rsder control.

11. SOCIAL MEDIA VERSUS DEMAND SHIFT FACTORS

11.1 AVERAGE INCOME OF CONSUMERS VERSUS SOCIAL LEARNING

Based on the theory of demand, nations or communities walthwelamilies generally demand more of
all goods and services, than nations or communities wittageir poor families (Paul and William 1985;
Colander, 2008)). From this view perspective it is assumédat@mmunities with wealthy families will
demand more movies than the communities with poor famdtebe prevailing market prices of various
movies. Thus it is assumed that more people will go tohisattes and cinemas to watch movies in
communities where the families are averagely wealtiny,an the other hand less people will go to the
theatres or cinemas to watch movies in communities wheffartiibes are averagely poor. The
implication is that it is assumed that movie sales alhigher in communities with wealthy families than
the communities with averagely poor families.

However, a news release by MCW (2011) of Britain’s m#&seat consumers’ lifestyle summarised a
research conducted by Master Card in partnership with Fusilreratory. This News release argues that
with affordability rarely in question, a major percentafjghose surveyed indicate that purchasing
decisions are made only after thorough examinations of options i@edgmges, making use of the
internet for personal recommendations, and price comparissnfsitghermore, ACCC (2010) a
guideline research for consumer product safety recall sunevgifisrent demographic groups and their
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preferred communication methods. A careful study of the sumimdigates that consumers with
higher incomes have shown a significantly increased use lofeonoommunication, suggesting the major
determinant and influence of their business and social a&sivit

These findings particularly in the context of cinematic moviessand marketing suggest that
communities or individuals with higher incomes, who are expaotddmand higher quantities of goods,
also make most of their purchasing decisions based on semiairlg and feedbacks from social media.
Thus there is an indication that social learning about a nfi@rie social media would exert greater
influence on the purchasing decisions of individuals than avémagme.

Hypothesis 1: Reviews and comments posted about a movie onreedial exert greater influence on
purchasing decisions than average income of consumers

11.2. SIZE OF MARKET/ POPULATION VERSUS SOCIAL LEARN ING

The size of a market or the population in a place largetetsfthe demand trend for goods and services
(Paul and William 1985). In principle therefore, based on thengstson that all things remain constant,
the total quantity of goods demanded increases in the samasain increase in the size of the market or
the population of a place. Consequently the assumption is hiigtlgt populated community will reflect

a very higher demand for movies compared with areas or coities with lower population. From the
perspective of the demand shift factor theory, it is expebtedmnore individuals will go to theatres and
cinemas to watch movies in highly populated communities, amer findividuals will do the same in
densely populated areas.

Quite conversely, with the concept of globalisation and aealikation in focus, Smith and Doyle (2002)
argue that most interactive activities and engagemesitsvetre characterised by face — to — face
involvements or localization are now carried out across gistnces. They further argued that activities,
interactions and relationships have been uprooted from local oaigthsultures. Consequently the

simple notions of distance and territory are being redefifleel.'spaces’ we occupy when we carry out
economic and social activities using the Internet creadié$eaent definition of place and the community
we belong (Smith and Doyle 2002).

It is important to note that activities in local neighbourhoodsrarreasingly being influenced by the
actions of people and systems operational in distant placesch people and system are increasingly
interdependent (Smith and Doyle 2002). Thus the world seeminglystofsieparate and sovereign
individuals, firms, nations or cities, but a more complex tyeéithat the world actually is made up of
multiple connections (Smith and Doyle 2002).Businesses therefdesasbed by Smith and Doyle
(2002) are organised around networks of production, management and dastrifbhtis sophisticated
information systems are regarded as essential ingrediethits context of the concept of globalisation.

Therefore it could imply particularly in the context of aimatic movie sales that the size of the market or
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population of individuals in a city does not necessarily culminatehigther marketability or increased
sales. There may be an indication that the size dtehdoes not necessarily imply increased sales,
which in this context is may be primarily a function of sot@alning from social media.

Hypothesis 2: Reviews and comments posted about a movie onreedial exert greater influence on
purchasing decisions than size of market/ population

11.3 PRICE AND AVAILABILITY OF CLOSE SUBSTITUTES VER SUS SOCIAL

LEARNING

The price and availability of a good substitute to a producssadsumed to largely affect the
consumption trend of consumers (Paul and William 1985). Fromvithspoint, if the cost of watching a
new movie at a cinema is far more expensive than the costtofilvg a substitute movie at another
cinema, then less individuals will demand the new movid,éce — versa. In other words it is assumed
that the degree of sales a new movie makes at cinemasabrets depends largely on the availability and
price of good substitute movies. It also implies that eamew movie promises to be a blockbuster,
sales and marketability of the movie depends largely oawhiability and price of a substitute movie.

On the other hand Bo and Lillian (2008) argue that ‘what gibeple think’ has always been a
determinant for decision making for most people long before the agss®f World Wide Web. It is
worthy to note therefore that the internet among many other thisgsdde it possible to have access to
opinions and experiences of a vast pool of individuals who may negheersonal acquaintances nor
experts, but are always ready to give their opinions to stranga the internet (Bo and Lillian 2008). A
summary of two surveys of more than 2000 American adults corlontepinion mining, reports that
consumers are willing to pay from 20% to 99% more for a 5 dtzdl iem than a 4 star rated item (Bo
and Lillian 2008). These ratings symbolise the opinions, reviamg perceptions of other individuals
about a product from social media.

Thus these findings provide evidence that other people’s peyeytthe quality of a product regardless
of the availability and price of close substitutes largefgrims the purchasing decisions of individuals.
Hypothesis 3:Reviews and comments posted about a movie on social medtageater influence on
purchasing decisions than price and availability of close sutesti

11.4  INDIVIDUAL TASTE (S) AND PREFERENCE (S) VERSUSSOCIAL LEARNING

It is assumed that the demand trends of individuals arelyaggtermined by subjective factors like
individual tastes and preferences for goods and servicesgRabVilliam 1985). Consequently, a new
movie may promise to be entertaining and be of high quality, bwtidhils still may not demand such
movies if the movies are not consistent with their tastdspaeferences. It is therefore assumed that
movies are not marketable just for their high quality, or pesand performance of certain actors, but
particularly because they align with individual taste andepesfces. Here the individual taste or

19¢
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

preference is regarded as a principal factor in the exjidanaf demand trends in the context of movie
sales

Jeong, Anjana, and Yong (2008) in a research on the ‘you tube’ naogleé¢ that the uncertainty in user
interest prediction is suggestive of potential effects doiad interaction as largely reflective of individual
preferences and actions being dependent on the decisiongs. dthe authors further argue that
identifying social influence is complicated owing to an iatiien that individual choices are reflective of
the choices of a social group to which they belong. Sheiseph and Tadhg (2011) argue that the
evolution of the web and the increased use of social mdtliamee purchasing decisions and affect the
consumption of cultural goods in a significant way. Sheila, Josegiadhg (2011) further argue that the
consumption of cultural goods rely on word of mouth, taste cultmegapularity, in such a way that
there is clear indication that individual choices are dominayadformation feedback from social
networks, as against innate preferences and price signals.

The findings of this study reflects an indication that mostsamption decisions are primarily done based
on feedbacks, reviews and opinions from social media. Individsigistand preferences have become
subjective to wider online social and cultural matrix. In¢batext of cinematic movies, most individuals
may only be favourably disposed to watching movies thatigtdy rated in opinion and review sites

from social media and would also be unfavourably disposed to wgtofovies with negative reviews

and opinions. Social media in this context thus exerts an overricmaie preferences as regards
purchasing decisions hence a comparatively major determohaimematic movie sales and marketing.
Hypothesis 4:Reviews and comments posted about a movie on social medtagesater influence on
purchasing decisions than individual tastes and preferences.

11.5 MASS MEDIA VS SOCIAL LEARNING

It is assumed that effective advertisement of a goodreiceancreases the awareness of a larger part of a
market thus facilitating sales (Larry 2005). It thereforplies that a movie well advertised is expected to
be very marketable, and reflect a high degree of salethé€other hand, a movie not effectively
advertised should reflect very low sales and marketalititgther words, more individuals will go to
theatres and cinemas to watch movies effectively adedrtiad vice versa. It is important to note that
advertisement in this context includes traditional medethie television, radio, print media, and

etcetera.

David (2009) argues that the influence of traditional massaresiitutions is strongly challenged by
what he refers to as audience participation and co — creatanine media production. He further

argues that internet based social media tools such asasidgsther social network sites have given voice
to the opinions and perception of millions of consumers’ worldwideally breaking down the dividing
walls between the consumer and producer or the public and audiitftéformation about the quality
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of a product in focus, Linville (2009) argue that traditional me&the television and print media are
ranked at the lowest bottom by consumers owing to the factatial snedia is considered a quick and
more reliable source of information as regards the qualigyfidin. Even though the conventional mass
media like the television, radio and other print medih@titupy a pivot place as regards the
dissemination of mainstream information, it is increasinglgent that they are deeply influenced by the
online conversations taking place on social media (David, 2009:d-204.0).

Therefore social media on product sales may exert grediiegnce than the effects of the traditional
mass media. Particularly in the context of cinematic msaies as an experience good, the influence of
social media may reflect an override on the effectsagfitional mass media thus giving credence to the
possible comparatively greater influence of social mediameess media, particularly in the context of
cinematic movie sales.

Hypothesis 5:Reviews and comments posted about a movie on social mexdtayeater influence on
purchase decisions than advertisement through mass media.

12. DISCUSSION AND IMPLICATIONS

Based on accumulated knowledge from these findings this stafgpges that social media may exert an
override effect on demand shift factors as regards purchdsaigjons of individuals particularly in the
context of cinematic movies. This paper has examined thebpmssierriding effects of social media on
demand shift factors, in the context of movie marketing. Therdages identified social media as the
probable predominant determinant of increased sales particinldingy context of cinematic movie sales.
It has observed that though more movie producers and marketéeggareing to appreciate the crucial
role social media plays in movie marketing, more priority facds needs to be given to social learning
from social media as a basis for effective movie marketing

The paper argues that a decline in movie sales espegiaiyatic movies may owe largely to the
assumption by stakeholders in the movie industry that non —qeteeminants of demand exert greater
influence on purchasing decisions of individuals (Rotfeld 2006). Amadgythe influence of social
learning from social media as a complement of traditional ddrtteeory of shift factors as regards sales
and marketing of movies will greatly undermine the predominiéextts of the social media theory.
Findings from literature reviewed in this study has shownfthaturable social learning from social
media does not only significantly affect attitudes and kxehsfregards purchasing decisions of
individuals, but as well as propel the buying intentions of consuigisis particularly consequent upon
the influence of peer group from social media. Individual consuarergreatly influenced by peer
pressure from social media and usually tend to adopt tievtmairal trends of their particular peer group
in the context of purchasing decisions. The individual consumer yisuakes the commitment to
adopt peer group purchasing trends to remain in conformity withis/lsaen as fashionable amongst
peer groups from social media.

Traditional marketing gives credence to the influence ofiogiships as regards purchasing decisions, but
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the findings from literature has shown that social media®geeater influence particularly in the context
of purchasing intentions and decisions of individuals. This influeneehanced by the opinions, reviews
and perception of consumers from social media about a product. dpiagms, reviews and perceptions
are usually seen as credible as such individual consumegseaitéy influenced by them.

Dave (2011) argues that social media occupies a pivotal gdagards current trends of
consumer-to-consumer conversation, and prospective gains of intergersarketing. Thus a strong
indication that social media is interlocked with movie keting particularly because movies are
experience products. It is therefore no exaggeration thdtesmive social media campaign can
effectively facilitate movie sales in an exceptional waave (2011) further argues that social media is
predominantly based on the word of mouth, giving credence tmtiterd of product marketed. Hence in
the context of cinematic movies, social media has thityalo boost sales and positively influence
purchasing decisions.

Marketing is only effective where a large number of peopjeapi@ntion. The concepts of globalisation
and cyber space have generated large consumer trafficiah media. Hence social media has become
the most effective forum and platform for successful marketimpgaxfucts and services. In the context of
cinematic movies, engaging the audience on social mediaaitesffectively facilitate movie marketing
by creating an awareness, which largely increasesdase @ his approach gives the audience a sense of
belonging and stirs up interest in the movies marketed.shuél media marketing has, outpaced
traditional ways of movie marketing like television and priedmla cannot be over emphasized (Rotfeld
2006). Social media remains the only platform where a two —ceaymunication is created between the
consumers and the movie marketers, consequently increaseésatbieved by the multiplier effect of
social learning from social media.

13. CONCLUSION

Generally, the recent dominance of online social and busiicéisgties cannot be over emphasised.
Today more than sixty - seven percent of the world’s populatieinvolved with social media (Santore
2011). Consequently these interactive websites and messagingséave become individual outlets to
the world. Apart from being interactive and re - creatiohase sites also serve as information banks for
individuals. Thus social media is a presumed to be a majording determinant of purchasing
decisions particularly in the context of cinematic movies.uehst is advocated that studios and
production houses should give greater priority to social mediegasds their marketing budget. With
these recent global trends, movie producers and marketers meestrtategize to ensure that good
quality movies are within the reach of all and sundne frfovie industry turn out a large number of films
yearly, therefore survival and success in this industrype#isibly require an appropriate social media
strategy consistent with the achievement of this goal aretig.

This research dots the possible role of customer feedback aatireedia as regards cinematic movie
firms’ strategic benefit. Firstly cinematic movierfis should underline and bring to the fore the
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awareness of psychological ownership and control among thédnoeisbase through loyalty and
customer feedback (Pan and Crotts 2010). This is consequent upact tirat cinematic movie firm
should anticipate customers to both recompense and penalizpdtiermance through social media
(Pan and Crotts 2010).

14. INDICATIONS FOR FURTHER RESEARCH
This study proposed five hypotheses based on an extended revitsatidile. Thus the obvious next line
of action will be to carry out an empirical research geatdesting the hypotheses presented.
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Abstract:

Garments industry has made crucial contribution to this aforesaadution of the Bangladesh national
economy as well as uphold world’s second biggest exporter of clothiiey china. But in this
competitive world to sustain this leading sector have tontaia some modern system which is
recognized by all renowned buyers as well as stakeholdersityQNEnagement System would be
elucidation to get rid of this issue. Bangladeshi garmeatssiry follow QMS but not organized way. In
this paper, those factors may influence implementation of gual#nagement system in Bangladeshi
garments industry, challenges to implement, current pradtididse discussed. Sample size was 6. Those
holding functional manager of renowned garments as well asndeadowned buyers are considered only.
To assess the QMS practices in garments factory of Bdgglas gigantic task. From the research, It is
seemed that there is no garments industry which is using @dfferly somewhat they are using some of
them. It is also predictable that in future if Quality Magmgnt System is maintained in proper way,
Bangladeshi garments industry will lead in this thriviegter.

Keywords:
Bangladeshi Garments Industry, Quality Management System, 4 point §/SteBWM, Six Sigma, CQI,
BGMEA.

1. INTRODUCTION:

Garments industry is considered as the backbottedBangladeshi economy. Garments industries hesr feally significant
element of Bangladesh's economy from last few dexalBangladesh is the world's second biggest expoftclothing after
China. The ready-made garments (RMG) sector haargerl prospective than any other sector in termgroiding
employment to a great share percent of the workcgsoin the country and foreign exchange earninggdoice poverty and
make a contribution to the national economy. Actwydo the ministry of Industry, Bangladesh; cuthgrthe textile industry
reports for 45% of all manufacturing employment.ri¥ithan 78% of Bangladesh’s export earnings comm fhe garment
industry which is 15 percent share of GDP.
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Actually in Bangladesh, ready-made garments (RM&8}@& s which was export oriented made their joyindate 1970s like
a small nontraditional sector. In 1978 Reaz Garmexiported its first delivery to USA at that timarigjladesh exported
ready-made garments only US$ 69 thousand. Afteéniithin a period of about two decades exportsraésed up to US$4.5
billion by FY2002. The garments industry sectorisesged an exceptional growth rate of 15 percentypar over the earlier
decade alone which is remarkable. Indeed this waspecially very high growth rate for expandindustry anywhere in the
world. This high growths rate of industries helgedoost garments industries, in 1983 the numbgaoments industries
were only 50 but in 2002 within few decades the bemwas 3400, with the number of garments workeeching
approximately 1.5 million of whom almost 80% wemmfale (Bhattacharya, Rahman Mustafizur & Raihanmaa2002).
According to Ministry of Industry in Bangladesh cemtly there are more than five thousands garmiadtsstries with almost
4 million workers. Initially the market for thisr@duct was limited to a few west European countrigsich have been
subsequently expanded to the U.S.A. Canada, Saandim Nordic, and Middle East countries (Managensstem of
Bangladeshi Garments Industry, 2013). It is a fhat increasing production and export earnings efidy Made Garments
hold the key to save the country from the preseathemic depression. The sector has now obtainéghiisant place in our

national economy.

However, after the World Trade Organization (WT@gime this garments industry sector is facing seeempetition in the
international market. These industries are not het $ame stage in evaluation to their competitorshe scope of
competitiveness like timely delivery, reliabilitgurability, consistency, quality and innovation. eTpromoter of quality
management system approach like Crosby, deminguaa considered that implementation of quality agement idea helps
the industries to carry out the best levels of iwand performance. Bangladeshi Garment indusets ghe optimistic
reputation throughout the world. To keep on thisge, quality assurance of garments products isobribe fundamental
factors to sustain in this competitive businesddfidn developed countries like UK, USA and Japdotal Quality
Management has been the topical issue for manysy@arall business sectors particularly in manuféct industry
(Chowdhury 2010). Actually Bangladesh traditionaliyops back in industrialization (Sharker et a00@). After liberation,

the Government of Bangladesh has been endeavaringprove its industrial growth (Karim, 2009).

2. METHODOLOGY:

This study conducted by qualitative research mettRecause Qualitative research is especially é¥fecin obtaining
culturally specific information about the valuegjrions, behaviors, and social contexts of pargicplopulations (Qualitative
Research Methods: A Data Collector’s Field Guidd,)nIn case of this study qualitative methodmizre significant because
of its ability to provide complex textual descrigois of how people experience a given research.ighis paper relies on
interviews through telephone and Skype. The targespondents were the head of the industry and tedl€fianctional
managers such as production manager, quality dananager of the selected garments industry. Theoawf this paper used
semi structured intervievemi-structured interviewing, according to Berngt€i88), is best used when you won't get more
than one chance to interview someone. Time speptah interview is approximately forty five minutesone hour. The
researcher not only jotted down data in his not&bbat also recorded every word of the interviewslatest voice recorder
software. Interviews were held during the secondkaa® August to first week of September, 2014 arudthy in the morning

and after 10 pm in the night.
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The interviews were conducted in Bengal. To maladcribe Bengal to English, researcher used “Dradpinrally Speaking
12.0” software and edited some errors. All intemgewere transcribed. The main data analysis paet® wonducted by
content analysis Interview transcripts were thohdygead several times to understand the flow & Tmemorizing took place
during that time to identify the meaningful parfstlee interviews and observation. After the prefiary analysis, transcripts
were examined once again to find the codes. IhitiZ) codes were identified from all six interviewss the first one was
open coding, codes were rechecked to find simitaies. Through re-examination of codes, 18 codes venoved for same
meaning After finalizing coding, several codes were movetbicategories for the similarity of contexts. AR codes were
categorized into 13 categories which explainedntiagor factors of this research. But while checkihg evidence in favor of
these categories in the interviews, it revealetl $hane of the categories had similar interpretationdifferent expression by

different individuals. So, finally author came ufilwten unique categories which could be betteta®pd under four themes.

3. RESULT AND DISCUSSION:

3.1. These Quality Management Systems will be sur for Bangladeshi Garments Industry:

This study has 06 participants where all the fagsofollow the 4 point system for inspecting thbrfas quality of garments.
All of them are informed their buyers as well asptoyees are satisfied with this system. They ase abreed this system can
be surplus for successful garments industry in Bategsh. Only 4 factories out of 6 factories areduss which is another

guality management system. But all of the participagreed that it is one of the best processsatisfy employees.

From the participants, none of them follow Six SigrBut they agreed it is the best way to manufagwoducts from free of
defects. From the research, the researcher beaarkeotv that the reason of not following Six Signsamainly lack of
knowledge as well as lack of expertise of thiseystTwo participants out of six informed they alenping to start within

2016. In this case they asked for Govt. help.

All of the participant’s factory follows Daily WorkKanagement (DWM) and they informed by followingstthey can achieve
the aims of each and every department. Only onécjant’s factory follows Continuous Quality Impr@ment (CQI) out of
six factories. Three of them agreed that PDCA (Pldm Check, Act) model of CQI can be effective @arments industry.

They are planning to implement it.

3.2. Current Practices in Bangladeshi Garments Indstry:

Position of Quality Management System (QMS)
Participants 5's Six Sigma 4 point | Daily Work Management Continuous Quality
(DWM) Improvement (CQI)
Quality Manager Yes Not done Yes Yes Not done
Quality Manager Not done Not done Yes Yes Not done
Assistant Quality Yes Not done Yes Yes Not done
Manager
General Manager Yes Not done Yes Yes Yes
207
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Quality Manager Not done Not done Yes Yes Not done
Assistant Quality Yes Not done Yes Yes Not done
Controller

TABLE 1: Current Quality Management System practices ifedifit garments industry.

In this study the researcher has taken 6 diffepemsons interview whose are holding functional lex@sition in different
garments factory. Most of garments industry in Badgsh doesn’t follow quality management systenm&aof them are

following but not organized way. From collectedadtite following things are found —

All of the participant’s garments industry followlspoint system in order to inspect the quality afrfcs. They also follow
cutting quality by inspecting by manually auditoAb with them 3 factories follow 7 Pcs inspectindiscriminately in sewing

quality control. All of them maintain one qualityamtenance book in every section to inspect qudkiy basis.

All of them 6 out of 6 factories maintain to tedfferent things such as color fastness test, shgektest, azo free test, GSM
test etc. Four garments factories out of six foll®\8 to control human management as well as saigfgmployees. On the
other hand rest of two garments follows generafiyjuaual management system to maintain people marageFrom data
findings the researcher got all of the six garmelus’t follow Six Sigma which is one of best methodproduce defect free
product. Another quality management system; DailgrkMManagement (DWM) is maintained by all of thertiggpants

garments industry.

3.3. Challenges to implement Quality Management Siesm in BD garments industry:

3.3.1. Financial crisis: To implement quality management, system financ&dtdrs always come first. Because to
implement QMS properly always it needs to changef#ttories layout. All of the participants agrebdt if they
want to implement Quality Management System inrtidustry, it will need huge investment. Some fegrh said
they don’'t have that much opportunity to take |eath low interest. In this case government can helfigure it out.

One of them said buyers also can help us to impie@&1S. By implementing it they can also get betrfedim it.

3.3.2. Lack of Education: When garments industry started its journey, froat time this sector faces different kinds of
problem only because of lack of proper educatiorthis sector. All participants are agreed abouTliey informed
that they can’t implement quality management syspeoperly because they don’t have enough educatedpower.
They also said most of them are recruited basedxperience not education. So those people are tosetith old
system. They are also very afraid to implement sgatem in their workplace. One of the respondeit same
existing employees are really frightened about. thitgey think they may lose their job. They are kimig like this

because they don’t have enough knowledge abouityjoznagement system.

On the other hand another respondent said empla@gebe convinced if we can train them. He gavexample in

his garments at first when they wanted to implem@MS, some employees called strike against it. duality
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3.3.3.

3.3.4.

3.4.

manager called them and asked about their problémy told they are very afraid about to lose thelr because
they don’'t know anything about it. After that themager arranged a work shop and few basic trailNog: almost 8
years they have implemented it and employees asehappy with this system. So all of the responsle@greed that
if Govt. and BGMEA can arrange some workshop aning about quality management system in every gatror

they can recruit one or two expertise in every garnafter that those people can train other exjstimployees. By

doing this it's possible to implement every garnsantustry.

Lack of Awareness:All the respondents are agreed that lack of awaserseone of the constraints of implementation
of Quality Management System. Most of the garmentployees don’t have enough knowledge about ito Atey
don’'t want to know about it. One of the participaatd many garments industry can't implement QM&abse they
can’'t make influence within existing employeesallf of the employees know about benefit to implet@MS then
they will come forward by their own. So in here aating to some respondents from govt. as well abMB& can

take some step to make awareness about qualitygearent system.

Infrastructure: In Bangladesh infrastructure is a big challengenfatr only implement QMS but also build up a new
industry. According to one participant who is gexienanager of a garments industry, informed moshefgarments
industry is side of Dhaka city which is capitalBdngladesh. So in here the sub roads are verywmago there is so

much traffic in these roads. Therefore to implen@NtS at first have to develop infrastructure.

Issues of implementation Quality Management Systetin BD garment industry:

There are some issues behind implementation oftguabnagement system in Bangladeshi garments indiBecause of

these reason the owner of garments industry infle¢a implement Quality Management System. Fromdtta findings the

following things are found-

3.4.1.

3.4.2.

3.4.3.

Customer Satisfaction: All of six respondents agreed that when they diatte follow QMS in their garments
customers are much happier than before. Becausefaitne respondent said after following QMS prodquality
increased as well as we can delivery product tiorEme. Each and every department we check qualiy.can meet

buyer’'s requirement.

Product Quality: Product quality is very important factor for anylirstry. Here all respondents said that they can

produce better quality product after following dtyamanagement system.

Employee Satisfaction:After following QMS employees are doing less wordaroducing more products said one
respondents. So employees are also satisfied ystiers. Indeed the defects of products are becorrengless than
before. Another respondent said they don't havedane work again and again because they can ctemgbleir

work at a time by this process.
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3.4.4.

3.4.5.

3.4.6.

4.

5.

Get order from renowned brand: One respondent said now a day’s buyers are vergcgous about product quality.
Only possible to ensure quality is to implement lqpamanagement system. So those garments havedsire
implemented QMS, buyers are satisfied with them @&y are getting order from renowned brand sucZaas,
Ralph Loren, UniQlo etc.
Waste Management:Waste can be reduced by following QMS system. @spaondent said by following quality
management system, defects are very less. We samalke sure the quality of product. We check esecyion very
carefully. So it's very less chance to waste.
Time to Time delivery: Quality Management system makes production very Viagh good quality. All of the
respondents agreed that after getting order thayntake shipment on time. In this case buyers ae sétisfied.
Fashion

RECOMMENDATION:
Every garment factory should implement differeraisdike 5’S, 6 Sigma etc in order to proper quafitanagement.
Most of the garments follow 4 point system to irddabrics quality. But 4-point system has somatétions so that
this system should be used with proper care.
Govt of Bangladesh should take proper step in lhight sector. They can arrange proper step to take or
financial help in order to implement perfect qualitanagement system.
The proper training should be provided those addityurelated people.
Make awareness about quality management systerh. &uto ensure every employees of garments indbatrg to
have knowledge about this.
Provide proper motivation to the employees as a®lbwner of the garments.

CONCLUSION:

In Bangladesh Garments industry is thriving seetod its growth is incredible. To uphold the impnment and keep the

growth rate high necessity of Quality Managemerst&y is essential. Indeed QMS is not destinatiatyfi expedition and

it has no end. Now a day’s buyers are very conscaiout their product quality. So each and eversngats producer should

give first preference to its valuable buyers. lis ttase if it's possible to maintain quality managat system in organized way,

the buyers will be convinced to give more order8angladesh. From the research it's proved thafpit'ssible to implement

QMS in Bangladeshi garments industry, then Banglad&an lead in this sector. The owners and the ®reps of garments
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industry should consider the fact.
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THE FACTORS INFLUENCING CUSTOMER SATISFACTION

WITH CHAIN BUDGET HOTELS IN BANGKOK BY EACH
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Abstract

This study examined behavioural predictors (interpersonal aeédtip and perceived organisational
support) of employee turnover intention in southwest Nigeria.stingy adopted correlational research
design. A sample of 248 workers were randomly selected froral &idmpany. To undertake these, three
hypotheses were raised. Reliable scales were used &ctony data. The data were analysed using
Pearson’s product moment correlation, Multiple regression asalys

The result showed that interpersonal relationship and perceigghisational support negatively
correlated with employee turnover intention. There were atsunbmed effect of the independent
variables (interpersonal relationship and perceived organisagsapabrt) to the prediction of company
workers turnover intention. This suggested that the two factomsbioed accounted for 66.4%
(Adj.R?*= .104) variation in the prediction of company workers’ turnoverition. The most potent factor
was perceived organisational support; followed by interpersaatianship. Among others, it was
recommended that organisations are enjoined to include inptbleires organizational provisions for the
support of workers such as health provision, end of the yebageacleave bonus, car loan, e.tc, it was
also recommended that the personnel manager or psychologiste obrganizations should build
interpersonal relationship with other members of staff irretspeof their cadre. More so, workers should
be frequently changed from one section to the order so asrtwi# interpersonal relationship. However,
inference was drawn that an increase in perceived organisbsupport and interpersonal relationships
will reduce the tendency of company workers’ turnover intention.

Key words:

Interpersonal relationship, perceived organisational support, turnoventian.

Introduction
Organizational change initiatives such as downsizing, repsesente of the most profound (Gandolfi,

2008) and problematic issues facing modern-day corporations, nonprofit zati@ms, governmental
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agencies, and global workforces (Carbery & Garavan, 2005). Cagpoestructuring, or simply
‘restructuring', is a relatively broad concept. Black and Edisvé2000), for instance, define restructuring
as a major change in the composition of a firm's assets nethbwith a major change in its
organizational direction and strategy (Suppayah, 2010). The gealeo§ organisation is to make high
productivity, profit (especially if it is a profit-orientedgamisation), and render good quality of services.
These goals can only be realised with employees’ effsugports and contributions. This is because
employees are partly responsible for the achievement of aegeom’s goals and strategy. But when these
employees are thinking of quitting or leaving (i.e., turnovemit@) the jobs and the organization, the
aims and objectives of the organisation might not be aati€Meis is because turnover intention is a
negative job attitude that could results to employees’ turn@eey loss of employee). Loss of employees
may have a detrimental effect on the organisational ped#fioce productivity, and effectiveness. It may
also increase the recruitment, selection, and training axa$ increase the workload of the remaining
employees in the organisation.

Turnover intention has become a term mostly associatedtiétiservice providers and manufacturing
companies in Nigeria. Most of this companies assumed hbdbdst way to make profit is by reducing
their work force, some of them feels unskilled labour will dadsethan skilled labour since there is no
employment agreement between the company and the unsKillad force, which is quite unsystematic.
The negotiations reported by THISDAY on the meeting betwiéen management of Spanco and
Techmahindra (Customer service agents of Airtel Telecommtiorigaand the national leaders of NUPTE
(National Union of Postal and Telecommunication Employees) wiias on the intention of Airtel
management to lay off 50 per cent of its workforce. The gement is also considering a reduction of
salaries by 60 per cent under a renegotiated agreemiiet contract of the affected workers (THISDAY
NEWPAPER, 2011). The report affirmed that the meeting @ngein a stalemate as the union leaders
outrightly rejected the management’s proposal which consequedtty ke declaration of an indefinite
industrial action. Similar act is found among manufacturing caimegavho daily layoff skilled labour for
unskilled labour to reduce cost, yet many of this companies hafreendly atmosphere at all. Many of
their staff have no time for their family and other sbelagagement, they are just meant to serve the
company alone which is quite inhuman.

Employee Turnover is the ratio of the number of workers thditdvdbe replaced in a given time period to
the average number of workers (Agnes, 1999). In simpler termglop®e turnover is the series of
actions that it takes from the employee leaving to his orbkérg replaced. It is often utilized as an
indicator of company performance and can easily be observedvedgabwards the organization’s
efficiency and effectiveness (Glebbeek & Bax, 2004). Ideéined (Price, 1977) as: the ratio of the
number of organizational members who have left during the péedty considered divided by the
average number of people in that organization during the penieduéntly, managers refer to turnover
as the entire process associated with filling a vacaramh #me a position is vacated, either voluntarily
or involuntarily, a new employee must be hired and trainbts feplacement cycle is known as turnover
(Woods, 1995).

Perceived organizational support has been observed to be tsbogith turn-over intention among
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workers. Employees willingness to quit job can be due to eixeesgrkload and lack of Perceived
Organizational Support (POS) that ultimately can start a preigre®f job dissatisfaction, turnover
intention (TI) and in conclusion turnover (Prieeal, 1981; Tettet al 1993; Hussain & Asif, 2012).
According to organizational support theory, if employees perasiwee support from the organization,
they are likely to develop more positive outlook towards theniggéion (Eiesnbergeet al, 1986).
Correspondingly, it is explored by Allegt al. (2003) that POS is negatively correlated with turnover
intention and actual turnover. Since employees often respondit@tianizations in kind (Sherony and
Green, 2002), it is rational to anticipate that, POS willugrice a strong desire to stay with the
organization.

Employees feel obliged to repay organization with extrf@riefand loyalty when such favorable
supportive treatments are discretionary-based (Eisenbergenmidgs, Armeli, & Lynch, 1997;
Eisenberger, Armeli, Rexwinkel, Lynch, & Rhoades, 2001). POSbeadefined as “employees’ global
beliefs concerning the extent to which organization values ttwitributions and cares about their
well-being”, it is termed perceived organizational support§Pdo date, POS literature has been widely
examined in relation to human resource (HR) policies aghatim of understanding employees’ behavior
and attitudes. Yet the mechanisms of how POS exerts inBuencimportant HR policies and the
mechanism to explain turnover intentions in knowledge-intensive na@afioons require further
investigation.

Metaanalysis of over 70 studies by Rhoades and Eisenberger (2p0Zed consistent antecedents and
consequences of POS. However, the burgeoning research intadiBQf#®t adequately examine the
influence of POS between organizational actions and empldayessver. One study reported POS as
mediator for human resource management practices (HRMP)e(Me$mith, 2000) with organizational
commitment, the other two reported POS mediates supportive afioms (Allen, Shore, & Griffeth,
2003), and job conditions (Stinglhamber & Vandenberghe, 2003) on turnoaeorganizational
commitment and job satisfaction. Two studies associated Wi@Sactual turnover, using rewards,
procedural justice, and supervisory support (Rhoades, Eisenbé&gérmeli, 2001; Eisenberger,
Stinglhamber, Vandenberghe, Sucharski, & Rhoades, 2002).

It has also been observed that workplace interpersonabredhip influences workers turn-over intention.
As employees spend a large portion of their lives at wotkrpersonal relationships and friendships
between/among employees at work are often formed. According Gallap survey, about 30% of
employees in the U.S. responded that they had a best frghdii workplace (Rath, 2006). Further, the
survey reported that slightly over half (51%) of those who resgmbtftat they have a best friend at work
reported that they work with passion and feel a profound conneotibie tompany, compared with only
10% of those who have no best friend. Also, 75% of respondents wizolesd friend at work planned to
be with the company for at least another year, compareddthwho didn't have a best friend. Similarly,
researchers have consistently reported that workplace frign@dft) positively affects employees’
work-related attitudes and behaviors which, in turn, enhan@niaagional outcomes. People may gain
help, assistance, guidance, advice, feedback, recomnmargjair information from workplace friends on
a variety of work-related matters such as completing jpegorming tasks, and handling issues with
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co-workers, subordinates, supervisors, and/or clients (Hanm2eay,).

Interpersonal relationship has been considered valuable for bothdumliand organizations. According
to Fine (1986), interpersonal relationship increases support awdirces that help individuals to
accomplish their job, reduce work stress, and provide increasethunication, cooperation, and energy.
Hamilton (2007) also suggested that when in a friendship at \wedgple might feel comfortable with
their workplace friends and reduce feelings of insecurity ancertainty. They also share more
information and empathies with workplace friends about workeelaroblems and concerns. Jehn and
Shah (1997) further argued that employees in a friendship exchande @f encouragement, confidence,
trust, respect, and critical feedback, which may incresdbusiasm and a positive attitude. Based on
these functional values of interpersonal relationship, previoysrieal research in psychology, sociology,
and management commonly revealed that interpersonal relationgmp influence employees’
work-related attitudes, intentions, and behaviors such as gosfagtion, organizational citizenship
behaviour, job performance, turnover intention, and absenteRisemién & Griffeth, 1995; Ross, 1997).
Dotan (2007) suggested that when employees have trustful friemasla they can get help or advice
from their friend-coworkers and, therefore, gain feelingsemfurity, comfort, and satisfaction with their
job at work. Also, employees in friendship tend to engagénuistic behaviors by providing co-workers
with help, guide, advice, feedback, recommendation, or infoomain various work-related matters
(Hamilton, 2007). This aspect of interpersonal relationshipsasiece of work assistance is linked to the
altruism dimension of organizational citizenship behaviour. Resdarther suggested that interpersonal
relationship may enhance organizational performance becaydeyees in friendships like to help each
other with tasks, communicate with morale-building behaviorse lfiewwy communication difficulties and
thus can increase their effort and rate of production (Band9&2). Additionally, research has shown
that individuals who have a close friend at work are lestylikebe absent or leave the organization than
individuals who do not because they gain a sense of belonging andiobligathe workplace friends
who have accepted, understood, and helped them at work (Mo23@4y, Sias & Cahill, 1998).

Turnover intention or intention to quit or leave (as usedéhengeably in literature) is an individual
desire or willingness to quit or leave employer organisati@it (& Mayer, 1993; Elangovan, 2001).
According to Price (2001), it is not just intending to quit theatmn, but the work role, the job, and also
the organisation. Turnover intention has been found to be one ohdf@ determinants of turnover
behaviour (i.e., quitting behaviour) (e.g., Price, 2001; BrighaastrG, & Shepherd, 2007). Therefore,
when employees nurture turnover intention and this is not checkewliglit result to high loss of
employees (i.e., employees’ turnover). Loss of employeesiplogees’ turnover can cause psychological
distress, reduce productivity, quality of service, andease recruitment cost (Powell & York, 1992;
Mourad & Mustapha, 2007).I1t can also lead to work overloadtrast, disruption in workflow, and
further turnover (Wagner, 2010; Miller, 2010).

Considerable amount of researches has been carried out e seoxider (Airtel) employees in Nigeria,
most of these studies paid more research attention to progu¢Oloyede, 2006), organisational
commitment (Oluwafemi & Balogun, 2008), occupational burnout (Ogungba2@il)), and fraudulent
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intent (Owolabi & Babalola, 2011).Meanwhile, less researtdntin has been devoted to employees’
turnover intention. Specifically, there is paucity of empiristudies on the influence of perceived
organizational support and interpersonal relationship on turnover omeottiservice provider (Airtel)
employees in Nigeria which is the focus of this study.

Purpose of the Study

The broad objective of this study was to investigate pezdeivganizational support and interpersonal
relationship as predictors of employee turnover intention. Spaityf it;
[.  Investigated the relationship that exists between perceigathiaational support and turnover
intention among Airtel workers.
II. Investigated the relationship that exists between interpersetaionship and turnover
intention among Airtel workers.
Ill.  Determined if perceived organizational support and interperselagionship will jointly and
independently influence turnover intention among Airtel workers.

Hypotheses

The following directional hypotheses were tested at 0.05 tdha@fnificance
I. There will be a positive relationship between perceived orgamstsupport and turnover
intention of company workers in southwest.
II.  There will be a positive relationship between interpersonatiogiship and turnover intention of
company workers in southwest.
[ll. A combination of independent variables (interpersonal relatiorehdpperceived organisational
support) of company workers will jointly and independently predict tummiowention.

Research Design

This study adopted correlational research design. This desagpiispriate because the researcher did not
manipulate any variable in the study. The opinions of the wordtifier across sex, age and years of
experience. The independent variables in the study are percergatizational support and
interpersonal relationship. The dependent variable in the Eudstel worker turnover intention.

Population

The population of the study comprises of all workers of Airtélagos State and Ogun State.

Sampling Procedure

Random sampling technique was used to select 248 (two hundred andidbidyparticipants for the
study involving all department in Airtel. In doing this, 126pondents were involved from each state.
Random sampling was used so as to give all members cbtmgany equal chance to be chosen.
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Instrument

The instrument the researchers used for the data collectisravgelf-reported structured questionnaire.
The questionnaire has the following sections:

Section A: Demographic Factors
This section consists of demographic characteristics su@xaage, marital status and rank.

Section B: Perceived Organisational Support Scale

This section measures perceived organizational support usirtgm9cale developed by Eisenberger,
Fasolo, and Davis-LaMastro (1990). The authors reported refjabdiimates range from .81 to .89. The
response format consisted of a 5-point likert type ranging from $trongly Disagree to 5= strongly
agree). Reliability coefficient for the present study wa&< 0.

Section C- Interpersonal Relationship Scale

This section measures interpersonal relationship using 25-tal® developed by Kratzke (1976) with
internal reliability of .74. The 25 item scale had a respémseat of a 5—point format with (1- strongly
disagree to 5= strongly agree). Reliability coefficienttfer present study was 0.75.

Section D- Turnover Intention Scale

This section measures turnover intention using 6-item scaleogeeby Camman, Fichman, Jenkins and
Klesh (2000) Intention Turnover Scale with internal reliability&8. The six item scale had a response
format of a seven—point format with (1- strongly disagree totiongly agree). Reliability coefficient for
the present study was 0.81.

Procedure for Data Collection

Copies of the questionnaires were administered to the iparits in their various branches of Airtel
Company at Lagos and Ogun State. This was made possible withhetpe the managing
co-coordinator/directors of Airtel Company (at every branch) wipesmissions were first sought. The
participants were adequately briefed on the need to coopethtthe/researcher. They were also assured
of confidentiality of their responses. The data collectioread over two weeks, during which about 250
guestionnaires was administered, but only 248 was suitable fetuthg these were scored and the data
obtained were subjected to data analysis.

Method of Data Analysis

The data was collected and analysed with the aid of TReatson’s’ product moment correlation and
multiple linear regression to test the four research hypatla¢$§.05 significant level which was used for
the interpretation.

Results

The personal characteristics of the respondents such,aygesange and years in services are presented
in the table below.
Table 1:Summary of descriptive statistics table showing partipants turnover intention level based
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on their sex, age, rank, marital statusyears in service and qualification.

Sex N Mean Std. Deviation Ranking
Male 162 70.5123 10.54552 1%
Female 86 58.4302 9.74443 2nd

Age group

Young 131 48.0902 7.58034 1%

old 117 45.8810 7.82469 2nd
Rank

Senior staff 34 46.9722 9.34570 2nd
Junior staff 214 47.0224 7.50282 1%

Marital Status

Married 174 47.2678 7.23008 1%
Single 65 46.59 8.934 2nd
Separated 9 45.00 9.434 3

Years in Service

Short years 159 47.16 8.433 1%
Long years 89 46.74 6.357 2d
Qualification

ND 41 47.49 9.333 2d
HND 79 45.44 6.876 4"
BSC 119 47.42 7.382 31
MSC 9 51.56 7.859 1

Source: Field Survey

Table 1 above shows that female (mean=58.43) workers exhibityaldai turnover intention than male
workers (mean=70.51). The table also reveals that workersawehgoung in age (mean=48.09) display a
higher turnover intention than the older ones (mean=45.88). Tleeftatiher shows that workers with
shorter years in service (mean=47.16) displayed a higher turmdeation than those with longer years
in service (mean=46.74). Workers who are junior (mean=47.02laged a moderately high turnover
intention than those who are senior (mean=46.97). Workers who artedr{arean=47.27) displayed a
higher turnover intention than those who are singles (mean=46.5% perdted (mean=45.00). The
table also shows that workers with MSC qualification (mears&)displayed the highest form of
turnover intention. Followed by those with ND (mean=47.49), BSGum&7.42) and HND
(mean=45.44).
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Research hypothesis 1:

There will be a positive relationship between perceivedrganisational support and turnover
intention of company workers in southwest.

Table 2: Pearson correlation summary table showing relatioristtipeen perceived organisational
support and turnover intention.

Variable N Mean St.Dev Df r P
Turnover intention 248 68.0887 13.22555 246 .784%  <.001
Perceived 248

organisational suppor 66.3226 11.76287

Source: Field Survey

Table 2 reveals that there is a significant relationshigvd®en perceived organisational support and
turnover intention; (246) =.784, P<.001. This implies that the hypothesis is confirfiibd.table further
reveals that perceived organisational support had positivelation with turnover intention. This implies
that a unit increase in healthy perceived organisational supflbmcrease the tendency for workers to
display high performance. Coefficient of determinatiof)y & 0.615. This denotes that perceived
organisational support for workers had very large effect om thenover intention. That is, perceived
organisational support accounts for 61.5% variation in workers turmnteation.

Research hypothesis 2:
There will be a positive relationship between interpermsnal relationship and turnover intention of

company workers in southwest.

Table 3: Pearson correlation summary table showing relatiobshigeen interpersonal relationships and
turnover intention.

Variable N Mean St.Dev Df r P Remark
Turnover intention 248 68.0887 13.2255846 533* | <.001 H2
Interpersonal 248 confirmed

84.6250 | 12.4230¢

\"ZJ

relationship

Source: Field Survey

Table 3 reveals that there is a significant relationfieifpveen interpersonal relationships and turnover
intention; r 46 =.533, P<.001. This implies that the hypothesis is confirriad. table further reveals
that interpersonal relationships had positive correlation tuithover intention. This implies that a unit
increase in interpersonal relationships will increasaghdency for workers to display high performance.
Coefficient of determination {r = 0.284. This denotes that interpersonal relationships of vt
large effect on their turnover intention. That is, interpeasoglationship accounts for 28.4% variation in
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workers turnover intention.

Research hypothesis 3:
A combination of independent variables (interpersonal redtionship and perceived organisational

support) of company workers will jointly and independently predict turnover intention.

Table 4: Summary of regression for the joint and relativeritations of independent variables to the
prediction of turnover intention.

Predictors Beta t-value | Sig R R F P
(Constant) -1.383 .168
Interpersonal .000
) _ .249 6.133
relationships
Perceived .000 .816 .666 244.703| <.001
organisational| .681 16.768
support

Source: Field Survey

Table 4 above reveals a significant combined effect of titependent variables (interpersonal
relationship and perceived organisational support) to the guidiof workers turnover intention. The
result yielded a coefficient of multiple regressions R.816, multiple R-square = 0.666 and Adjusted R
square =0.664.

This suggests that the two factors combined accounted for 6MJMR?*= .104) variation in the
prediction of gas companies’ workers’ turnover intention. The ddwtors accounting for the remaining
33.6% are beyond the scope of this study. The ANOVA result frenrdégression analysis shows that
there was a significant joint effect of the independent vasabh the dependent variable, F (2,245) =
244.7, P<0.001.Therefore, the hypothesis is confirmed.

Table 4 further shows that the two factors (interpersondlae&hip and perceived organisational support)
are potent predictors of workers turnover intention. The most pfatetar was perceived organisational
support (Beta = .681, t= 16.768, P<0.001); followed by interperson#ibredhip (Beta = .249, t = 6.133,
P<0.001). The table further reveals that an increase aeiwed organizational support and interpersonal
relationships will increase the tendency for workers’ turnovieniion.

Discussion of findings

The first hypothesis states that there will be a positalationship between perceived organisational
support and turnover intention of company workers in southwestrédudt revealed that there was a
significant relationship between perceived organisational suppdrturnover intention. This implies that
the hypothesis is confirmed. The table further revealedottraeived organisational support had negative
correlation with turnover intention. This implies that a unit @ase in healthy perceived organisational
support will reduce the tendency of company workers to display higiover intention. The result
corroborates with Guzzo et al. (1994) who found that expatriatageas who perceive higher levels of
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support from the organization were less likely to seek emmoy elsewhere. The negative relationship
between POS and turnover intention was also evident in some stiitges (e.g., Wayne et al., 1997;
Eisenberger et al., 2001). Rhoades and Eisenberger (2002) conthadedesire to remain with an
organization had a large, positive relationship with POS:.0Aling to organizational support theory, if
employees perceive more support from the organization, thekelseto develop more positive attitudes
towards the organization (Eiesnberggral, 1986). For example Eisenberget al, (1986) found that
observations of support from the organization reduced absenteeisnteabed organization citizenship
behavior and employee performance (Eisenbeejeal, 1990). High levels of POS are believed to
persuade thoughts of trust and strong feelings of clasdificatith the organization (Rhoades and
Eisenberger, 2002).

Hypothesis two states that there will be a positive reldtipnsetween interpersonal relationship and
turnover intention of company workers in southwest. The result ethdhat there was a significant
relationship between interpersonal relationships and turnoverianefis implies that the hypothesis is
confirmed. The table further revealed that interpersonatioeihips had negative correlation with
turnover intention. This implies that a unit increase in intsigeal relationships will reduce the tendency
of a company worker to display high turnover intention. This findin@g isupport of the reports of
Gerstner & Day, (1997), cited in Harris, Wheeler & Kacnaard (2009) who found in their separate
studies that, the satisfaction of relationship with supei®fsund negatively correlated with turnover
rate. In the same vein, Eatough (2010) reported that worledela¢haviour and situations such as
management style, limited resources availability, incorjaz instruction and fairness are the causes of
interpersonal conflict with supervisors. Perceived fairnesperceived equity, plays a critical role in how
employees perceive their workplace treatment. This is acatidn that a company where there is a
uniform or interesting relationship between superior and suboedaisatvell as among the subordinate the
tendency of thinking of quitting such will be low.

Hypothesis three states that a combination of independerablesi (interpersonal relationship and
perceived organisational support) of company workers will joiatig independently predict turnover
intention. The result showed that a significant combinegtetif the independent variables (interpersonal
relationship and perceived organisational support) to the pimdiof company workers turnover
intention. This suggested that the two factors combined accolamt&6.4% variation in the prediction of
company workers’ turnover intention. The result corroborates Khiasii @001) who reported that the
procedural justice is negatively correlated to turnover irgantihile distributive justice is not. Likewise,
Macaulay (1989) was two of the pioneers studying the cowaldtétween turnover rate, performance
and profitability. In their study they highlighted the linkage aledted hospitality employers to the harm
associated with high employee turnover rates on the busirafgalylity.

Based on the predictive potential of perceived organizdtgupgport on employee turnover intention; the
result corroborates Allen et al. (2003) argued, March and Simd®88] ground work on the
inducements-contributions, relationship between the organizatiothanemployees also indicates that
employees who receive more support as part of the inducemessdolffy the organization would have
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less desire to leave the organization.

The finding also corroborate the notion of Sherony and Green, (20@2)eveals that since employees
often respond positively to the support they receive from theanizgtions, hence it is expected that
POS will encourage a strong longing to stay with the orgaaizaEisenbergeet al. (1990) perceived
that individuals with high POS would be less likely to searchafternative employment in other
organizations. On the other hand, Allenal (2003) found that POS was negatively correlated with
turnover intention and actual turnover. Onyinyi (2003) investigateddiaionship between POS and
organizational commitment among health workers and found a weakgbificant relationship between
the two variables. In the same way, Makanjee et al. (2006)df that POS positively influenced
radiographers’ organizational commitment in South African hospital

Conclusion

In an attempt to examine the influence of perceived orgamned support and interpersonal relationship
on employee turnover intention among service provider and manufactoomgany. The result
confirmed a significant combined effect of the independeniabi®s (interpersonal relationship and
perceived organisational support) to the prediction of company wotlarever intention. The most
potent factor was perceived organisational support, followed byparsonal relationship. The result
further reveals that an increase in perceived organisatsumgort and interpersonal relationships will
reduce the tendency for company workers’ turnover intention.

Recommendations

With respect to the findings made so far the followirggracommended,;
Organisations are enjoined to include in their policiesoiational provisions for the support of
workers such as health provision for themselves and fasmiy,of their package, leave bonus, car
loan, e.t.c
The management of the organizations should build friendship anefhgretspective of the cadre.
Workers should be frequently changed from one section to the ordertsopromote interpersonal
relationship.
Experts of a particular section should be made to train ©tberas to have a duplicate of those
experts.
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Abstract

The capital market has been identified as institution that ibates to the economic growth and
development of emerging and developed economies. It is a majimgdiorce of economic growth and

development of a nation. The main purpose of this paper isalaste the impact of growth in capital

market on economic growth in Nigeria using regression aisalysannual data from 1981 to 2012. The

results provide evidence to show that the capital markesigagicant positive impact on economic

growth in Nigeria. The results also show, however, thawtr in market capitalisation does not have

significant impact on the economy in Nigeria. It is therefcommended that capital market regulatory

authorities should put in place polices that will enhance andisube market’s contribution to economic

development.
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1. Introduction

It is well established that economic growth and sustainabdel lof development remains the most
significant macroeconomic objective of every well-meaningegawment, and these objectives have
received the attention of scholars (Anyanwu, 1997; Levine andoZenl998; Osuala, Okereke and
Nwansi, 2013). Economic development is regarded as the major goati@fial policy in any economy,
while capital accumulation is also seen as a potent factibreiprocess of economic development it is
regarded as the core process by which all other aspect ofhgiowiade possible and feasible. Robinson
(1952), for example, declares that “where enterprise leadacénéollows”. Accordingly economic
development creates demands for particular types of finamcrahgement and financial system
automatically responds to these demands. Levine and Zervos (199&)eleavable to show that the level

of financial intermediation is a good predictor of economic gnowt

The capital market has been identified as institution that ibates to the economic growth and
development of emerging and developed economies. It is a majimgdiorce of economic growth and
development of a nation. Anyanwu (1988) found that Nigeria stock markmositively and strongly
correlated with long run economic development. Thus, the capitaket impacts positively on the
economy by providing financial resources through it's intermediationgss for the financing of long
term projects. The projects could be promoted by governmentivateprsector institutions. They are
usually in such areas as infrastructures, agriculture, sailérals, manufacturing, banking and other
financial services and other real sector areas; hertbewvian efficient capital market the economy may

be starved of the required long-term fund for sustainable growth.

A good number of studies have been conducted to examine the iofpzagital market on economic
growth and development both in developed and developing economie®i(s®emple, Levine and
Zervos, 1998; Caporale, Howells and Soliman, 2004; Alajekwu ahdghtl, 2012; Osuala, Okereke and

Nwansi, 2013).Caporale, Howells and Soliman (2004) , for example, provide tidemse that an
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organized and managed stock market stimulate investment opfiegury recognizing and financing

productive projects that lead to economic activity, mobiiamestic savings, allocate capital proficiency,
help to diversify risks, and facilitate exchange of goods @&ndces. Undoubtedly, stock markets are
expected to increase economic growth by increasing the liguwdlifinancial assets, make global and
domestic risk diversification possible, promote wiser investmdecisions, and influence corporate
governance that is, solving institutional problems by inengashareholders’ value. Ekundayo (2002), on
the other hand, argues that a nation requires a lot of localoagidn investment to attain sustainable
economic growth and d development. The capital market provides a theangh which this is made

possible. However, the paucity of long-term capital has posedrdaest predicament to economic
development in most African countries including Nigeria. Captavides the impetus for the effective
and efficient combination of factors of production to ensure susiaingrowth and development.

Moreover, it is the effective utilization of productive sasces accumulated over time that will determine

the pace of growth of an economy.

Granted that so many studies have investigated the captékt-economic growth nexus, most of the
studies were conducted for developed countries and other emergimgges. The few available studies
in the case of Nigeria have been overtaken by eventsasigiobal financial crisis and outdated data.
Again, capital market development and economic developmentoargrg specific objectives. The

specific factors that affect capital market, for exampielude: government policies and regulations,
depth and breadth of the market, economic reforms in place,Tkhére is need therefore for recent
empirical evidence on the impact of capital market dgrakent on economic growth and development in

Nigeria, especially now that the devastating effect efgllobal financial crisis has abated.

The objective of this paper therefore is to evaluateirtipact of capital market growth on economic
growth and development in Nigeria. This study in very importatause the Nigerian capital market

which witnessed a meltdown in last few years is gragualtovering, moreover, the eroded confidence
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of shareholders and investors need to be restored. Thusxjidasted that this study would complement
the efforts of government and policy makers in complete a¢w¥ the Nigerian Capital Market and
restoring the confidence of shareholders and other playdrs market.

This paper will therefore contribute to existing literaturecapital market growth on economic growth
and development in Nigeria. The findings will also be usefulapital market regulatory authorities and
aid in formulation of both economic and capital market developp@ities. The remainder of the paper
is organised as follows. Section 2 presents the empiiteadture. Section 3 embodies methodology and

data. Section 4 presents the empirical results and disnasand section 5 concludes the paper.

2. Review of Literature

2.1 Conceptual Framework

Economic development, according to Osamwonyi (2005), is an incoédke national income or total
volume of production of goods and services of a country accompaniedpbgviements in the total
standard of living of the people. It is comprehensivelyndefias a multi-dimensional process of a total
upward structural shift of the social system in terms @fpacity and capability to produce, supply,
distribute and consume goods and services required by a growing soitieshanging taste such that
more efficient, higher and more equitable standard of livirgjt@ned and absolute poverty eliminated.
It involves positive changes in the institutional, attitut/itk@chnological, economic and demographical
elements of the society. These elements involve productemmnological innovation, education,
consumption, real per capita income, equitable distribution afsgai society, external trade, social,

political and adaptive ideological orientation.

The capital market on the other hand is the market for longarftends and securities that tenor exceeds
beyond one year. These include long-term loans, mortgage bonds mrefatecks, ordinary shares,
Federal Government bonds and industrial loans and debenturescafited market can be defined as
the section of the financial system that is responsiblelanneling efficiently funds from the surplus to
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the deficit economic units on a long-term basis (Onoh, 2002). orAi to Al-faki (2006), the capital
market is a network of specialized financial institutionjeseof mechanism, process and infrastructure,
that, in various ways facilitates the bringing togetheswbpliers and users of medium to long-term
capital for investment in economic development project. Thikehas the source from which companies
and industries obtain capital for expansion and modernization amdrats which government borrows
on a long-term basis for development purposes. Capital market retwerk of institutions and
individuals made up of regulators and operators who together $uwpgjiers and users of capital and
facilitate the smooth operation of the market. Thesetuistns that form the capital market network
includes investment banks, stockbrokers, issuing houses, undeswrtmrtture capital companies,
professional consultants, fund managers, development financean@spcollective investments firms,
and insurance companies. The statutory regulator is the Seswaitd Exchange Commission while the
self-regulatory agency is the stock exchange. In Nigémere is the Nigerian Stock Exchange and the

Abuja Commodity Exchange.

A stock exchange a place where securities (bonds, stocks awndtiges) are traded and where one can
raise long-term capital in large amounts (Onoh, 2002). It sbeksfficient allocation of available capital

funds to the diverse uses in the economy and through its extesisié\@ pricing mechanism ensures the
available capital resources are allocated to firms wethpetitive returns. It also is a barometer for the

condition of the economy.

2.2 Empirical Literature

A good number of studies have been conducted to examine the iofpzapital market on economic
growth and development. Levine and Zervos (1996) examines evh#thre is a strong empirical
association between stock market development and long-run econawith.ghe study used pooled
cross-country time series regression of forty-one countries I8#6 to 1993 to evaluate this association.

They find a strong correlation between overall stock marketldpment and long-run economic growth
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exist. This means that the result is consistent with atip®sielationship between stock market
development and economic growth. Similarly, Bensivenga, Burmk,Ross (1996) conclude that well

developed stock market induces long run economic growth.

Hamid and Sunnt (1998) examined the relationship between stadket development and economic
growth for 21 emerging markets over 21 years, using a dynam&l pgethod. Their results indicate a
positive relationship between several indicators of stoakets performance and economic growth both

directly and indirectly by boosting private investment behaviour.

Azarmi, Lazar and Jeyapaul (2005) examine the empiricatad®n between stock market development
and economic growth for a period of ten years around the Indiaketri#@eralization event (1981 —
2001). The study revealed among others that the Indian stock rdaxabpment is not associated with
economic growth for the study period 1981. On their part Ben andizBbani (2007) reported that
financial system development could have adverse effectarogtc growth in a sample of 11 countries

they studied, and therefore advocated for a vibrant financi@rsec

Many authors have equally examined the capital market-econ@wvédtogpment nexus in Nigeria. Nyong
(1997) developed an aggregate index of capital market developanenused it to determine its
relationship with long run economic growth in Nigeria. The studyleyeg a time series data from 1970
to 1994. Four measures of capital market development ratio &ktr@apitalization to GDP (in %), ratio
of total value of transaction on the main stock exchan@&t® (in %), the value of equities transactions
relative to GDP and listing were used. The four measusre wombined into one overall composite
index of capital market development using principal componeaiysia. The financial market depth was
included as control. It was found that the capital market developns negative and significantly

correlated with the long growth in Nigeria.
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Ewah, Esang and Bassey (2009) appraised the impact of capikait refficiency on economic growth in
Nigeria, using time series data on capitalization, mongyply, interest rate, total transaction and
government development stock that ranges between 1961 to 200¢estleof the study shows that the
capital market in Nigeria has the potential of growth indudmdg,it has not contributed meaningfully to
the economic growth of Nigeria. The study attributed thdifigs to the low market capitalization, low
absorptive capitalization, illiquidity, misappropriation of fundsomg others. The study believed and
suggested capital market remains one of the mainstreamgeig economy that has the power to
influence economic growth, hence it advised the organized pieater to invest in the capital market.
Abu (2009) examined whether stock market development raises eicogoowth in Nigeria, by
employing the error correction approach. The econometric resudisated that stock market
development (Market Capitalization GDP ratio) increases econgrowth. He however recommended
the removal of impediments to stock market development whathde tax, legal and regulatory barriers,
development of the nation’s infrastructure to create enabliniyanment where business can strive,
employment policies that will increase the productivity anttieficy of firms as well as encouraging the
Nigerian Securities and Exchange Commission to facilithee growth of the market, restore the
confidence of stock market participants and safeguard tkeegttof shareholders by checking sharp
practices of market operators. Ezeoha, Ogamba and Onyiukel (20@3Yigated the nature of the
relationship that exist between stock market development aridvidleof investment (domestic private
investment and foreign private investment) flow in Nigeria. &héhors discovered that stock market
development promotes domestic private investment flows thus simgpeke enhancement of the
economy’s production capacity as well as promotion of the growth imina&utput. However the result
shows that capital market development has not been abdectmurage the flow of foreign private
investment in Nigeria. Some authors focus on the casuabredaip between capital market development

and economic growth of example.

Oke and Ojo (2012) found out that market capitalization and ssuwes are positively related to GDP
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implying that market capitalization and increase in staicls economic development. They opined that
increase in market capitalization as a result of primapjtal market transactions is needed for economic
development rather than improved liquidity in the secondary markdajekwu and Achugbu (2012)
investigate the role of stock market development on econgroiweth of Nigeria using Ordinary Least
Square (OLS) techniques on 15-year time series data from 12@@8: Their results show that market
capitalization and value traded ratios have a very weghtive correlation with economic growth while
turnover ratio has a very strong positive correlation with ecanognowth. Also, stock market
capitalization has a strong positive correlation with stoakaver ratio. This result implies that liquidity
has propensity to spur economic growth in Nigeria and that maggtalization influences market
liquidity. They recommended that government should make polici¢ddust the interest of domestic

investors in Nigeria as this might spur investors’ intea@st boost stock market activity.

Osuala, Okereke and Nwansi (2013) examine the existence ofigaredationship between stock market
performance and economic growth in Nigeria using the Getespecific Autoregressive Distributed

Lag (ARDL) / Bound testing approach on time series data cayéne period 1981 — 2011. The study
finds the empirical evidence of long-run co-integration betwemmamic growth and stock market
performance. However, with regard to causal relationship leetv@&DP and Stock market performance
indicators, a uni-directional causality was established from ©NIPR to GDP on the short-run. On the
long-run, there was no causal relationship between economicthgrand stock market. The study
therefore recommends that the regulatory authorities should eénpialicies that would rekindle the

dwindling interest and confidence of both domestic and foreigrsiakein the market, and also be more
proactive in their surveillance role in order to checkmaigatiee practices which undermine market

integrity.

3. Methodology and Description of Data
3.1 Methodology

To investigate impact of capital market growth on economievtlr and development in Nigeria, we
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employ descriptive analysis and regression analysis.ripége analysis is the presentation of summary
of the important statistics in a data set. Our descrigtagstics involve plotting of time series graph and
computation of mean, standard deviation, skewness, kurtosislaatae-Bera statistic for the level and
growth series of capital market and economic development praXieite the mean presents information
on the average of the capital market and economic developm&®, $ke standard deviation shows the
level of variation of the series from their average. $kewness and the kurtosis provide insight into their

distributional pattern.

The regression analysis, on the other hand, was conductedaudinary least square (OLS) method. The
OLS enables the measure of the impact of independent vasiafX¥@(©n the dependent variable (Y). It is

specified as follows:

GDPt = ot 1MCI + 2|NFt + (1)

Thea priori expectation of the slope coefficient ig:=> 0.

WhereGDP is the dependent variable and is the observations of yeamynal gross domestic products,
MC; denotes the yearly observations of the Nigerian Stock Exchamigltsation, ; is the coefficient

and its effect on nominal GDP ands the stochastic error term at time

3.2 Description of Data

The data for this study are yearly series of nom@iaP and yearly series of NSE Market Capitalisation.
While the GDP proxy’s economic development, NSE capitalisation proxy’s capitaket development,
and Inflation rate serves as a control variable. The ndr@ib#& and inflation rates series were obtained
from Central Bank of Nigeria (CBN) statistical bullefor various years anIC series were obtained
from the Nigerian Stock Exchange. The period under considertti the variables ranges from 1981 to

2012.
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4. Empirical Results and Discussions

4.1 Graphic Presentation

Figure 1 displays a time series plot of the growth in GIDE growth in NSE market capitalisation.
Notice from this figure that the growth GDP maintain visibfgvard and downward spikes, with 1986
and 1998 having the least growth rates. The market cagialisan the other hand, achieved the
highest growth rate in 1994 and least in 1995. Notice alsintihhease in market capitalisation growth

rate from 2002 till its fall in the first quarter of 2008aasesult of the global financial crisis.

Figure 1: Relation between NSE Market Capitalisatio n and GDP
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4.2 Descriptive Statistics

Descriptive statistics of the GDP and Market Capittdbsaseries are presented in Table 1 below. From
table 1, notice that the average GDP and average M88&®&167.3 and 2632475.6 respectively for the
sample period. However, the sample mean for growth in GDRVEhare 1.3% and 2.2% respectively.
The standard deviation is 1.1% for growth in GDP and 5% for thranvMarket Capitalisation. These
show that market capitalisation has both higher growthamatedispersion. The skewness and kurtosis
coefficients under normality assumption are 0 and 3 resphctiBat the skewness coefficients for
growth in GDP and growth in Market Capitalisation are 1aR8 2.55 respectively, and the kurtosis
coefficients for growth in GDP and growth in Market Capitdlsn are 2.17 and 13.8 respectively. The
p-values show that the coefficient of the skewness for growmthGDP and growth in Market

Capitalisation are not zero. The excess kurtosis of the giowBDP is nonzero, and is not significant at
25:
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95% confidence, suggesting that series are leptokurtic. Iisahme vein, the Jarque-Bera statistics for

both series suggest that may not be normally distributed aigsfticance level.

Table 1: Descriptive Statistics

Variable Mean Std Dev Skewness  Kurtosis J-B Stat. Obser.
GDP 8853167.3 11841430.8 1.500 1.263* 14.138 32

MC 2632475.6 4522908.1 1.677 1.389* 17.577 32
Panel B: First Differenced Series

GGDP 0.013 0.011 1.278 2.172* 14.544 31
GMC 0.022 0.050 2.50515 13.759 278.29 31

Note: GDP is the nominal GDP. MC is the market capittidisa GGDP is the growth in nominal GDP
and GMC is the growth in market capitalisation. * indicatessignificant.

4.3 Regression Results

The summary of the results for the OLS model specified in equél) are presented in Table 2 beldvatic
from Table 2 that Nigerian Stock Exchange Market Capitadisabas positiveand significant impact
economic growth; the coefficient of market capitalisat®m.i711. The t-statistic and p-value stood at 26117
0.000 respectively. This implies that the NSE market cagsiitin contributes positively to econ
development in Nigeria. The value of the coefficientetedmination (B) stood at 0.960. This indicates that 96
of the total variation in GDP is accounted for by the NSkket capitalisation. The DurbMatson coefficit
(1.228) suggests that there is serial correlation in thesseri

Panel B of Table 2 displays the regressiesuits of the growth series of GDP and Market CapitatisatiVe c
see from Table 2 that growth in Market Capitalisation hagtiee but not statistically significant impac
growth in economic growth; the coefficient of the growth iarket capitalisation is -0.016. Thetatistic a
p-value are -0.37 and 0.708 respectively. These imply tiwattly in the NSE market capitalisatiatoes r
contribute to economic development in Nigeiihe negative impact of growth in Market Capitalisation
economy may not be unconnected with the crash in the stocktraara@esult of the global financial crisis, v
started in the United States of America in 2007. ThEsresults in over0% erosion of the NSE capitalise

Both institutional and individual investors lost large amounttheir investment in the NSE. It was during
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period that about three banks were nationalized in Nigeria.therefore not surprising that growththe N¢

capitalisation did not impact positively on economic developnmeNigeria.

Table 2: Results of Regression Model

ELITE HALL PUBLISHING HOUSE

Variable Coefficient t-value Prob.
Level Series

Constant 5.815 11.973 0.000
MC 0.711 26.175 0.000
INF 0.023 0.222 0.825
R” =0.960, F(;, 29) =356.2[0.000], DW=1.228

Growth Series
Constant 0.0139 5.895 0.000
GMC -0.016 -0.378 0.708
GINF 0.009 1.251 0.220
R“=0.609, F(2, 28) = 0.845 [0.439], DW= 1.504

5. Conclusions

The capital market has been identified as institution that ibates to the economic growth and
development of emerging and developed economies. It is a majmgdiorce of economic growth and
development of a nation. Hence, this paper examined the tropgmwth in capital market on economic
growth in Nigeria using regression analysis. The datariatysis were obtained from the Central Bank of
Nigeria (CBN) statistical database and covers the p&i98% to 2013. The estimates from the descriptive
analysis show that both the GDP and market capitalisatioessare not normally distributed at 5%
significance level. The results from the regression modelgemvidence to show that the capital market
has significant positive impact on economic growth in Nigérlae results further show, however, that
growth in market capitalisation does not have significaipaich on the economy in Nigeria. We therefore
recommended that capital market regulatory authoritieslghput in place polices that will enhance and

sustain the market’s contribution to economic development.
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Abstract

Because of the mix of opinion in the literature, the mix gdigeal findings, and the limited empirical
works on the relationship between firms’ specific charactesstind Stock Market Returns particularly
with reference to listed food and beverages firms in Nagetiis not out of place to conduct further
research on this area to ascertain position. The study investighte impact of certain firms’ attributes
namely: Market Capitalization, Debt-to-Equity Financing and Earnings $eare on Stock Market
Returns of listed food and beverages firms in Nigeria fopdred 2007-2013. The population comprises
all the twenty-one (21) food and beverages firms listed on theidlg8tock Exchange (NSE) December,
2013. Out of which nine (9) firms constitute the sample of the sthdystlidy adopted both correlation
and ex-post facto research design. The data for the study was foeralysecondary sources obtained
from the annual reports of the sampled firms as well as NSE fact batkkwas analyzed using several
options of multiple panel data regression. But the most robust &f @GILS regression as suggested by
‘Breusch and Pagan Lagrangian Multiplier Test for Random Effect'. firfténgs revealed that Market
Capitalization has a significant negative impact on Stock Market Retoir listed food and beverages
firms in Nigeria; while the impact of Debt-to-Equity Financing dfarnings per Share on Stock Market
Returns are found to be positive and statistically significant. dase these findings the study
recommend as follows: that government and policy maker (Seamdtyfexchange Commission) should
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design and implement more stringent rule where firms willdmepelled and monitored on providing high
quality financial reporting, so as to be reporting earnings that réefteeir actual performance. This
would prevent investors from falling on to the trap of earnings maatipal (as it happened to
shareholders of Cadbury Nigeria plc.). In addition, prospectivesiore should not only focus on huge
returns for investing in smaller capitalized or high leverath§; rather, further analysis need to be
carried out to tradeoff between risk and returns.

Key Words: Market Capitalization, Debt-to-Equity Financing, Earnings per ShareckStiarket
Returns and Stock Market

1.1 Introduction

Stock return is very important as it is the main objeativ@wvestment in ordinary shares. Investor, both
existing and potential ones regard return as the fundameatsdn for investing in a particular firm.
Stock return can be in form of capital appreciation/deprecig@snobtained in the Nigerian stock
exchange) plus dividend received if any. Stock pricesmpmitant metrics of measuring stock market
returns. Therefore, the value attached to them mattersta both existing and prospective investors in
the stock market. There are several factors in stockgdetermination in the stock market. This factors
ranges from accounting and non-accounting information.

Stock Market Returns are the returns or gain that the ingegémerate out of the stock market. The most
common way of generating stock market return is through trawlithg secondary market. In the secondary
market an investor could earn stock market return by buyingk atéower price and selling it at a higher
price. Book value of equity constitutes the accounting based walwsvhers and be useful in judging on
the true value of equity (Hallefors, 2013). Capital markevese as a place or arrangement where
investors and investees interact. The share at which is keidgis determine by the corporate firm
characteristics which usually affect the amount of capitebrapany can raise from the stock market.
Stock market provides a link between firms need to raise flumdusiness continuity or expansion and
those investors wish to invest their excess resourcesefoher it is a point for buying and selling of
shares, and share prices are determine by demand and supply,ustially influence by firm specific
factors and/or macroeconomic variables (Adedoyin, 2011).

Accounting fundamentals (firm specific ratios) serve asediptor of stock market returns since it gives
highlight to the likely future returns. Examples of accountimglamentals are leverage ratio, profitability,
market capitalization. According to Aldin, Dehnari, and Blagisemi (2012), investors aim at maximizing
their yield and they are very eager to predict the Btatk returns in which they invest. They expect to
receive dividend and/or capital gain from investing in thetgqoarket. Stock Market Returns are subject
to market risks. They are not homogeneous and may change frostoirteeinvestor depending on the
amount of risk one is prepared to take and the quality dbtisisk market analysis. This implies that the
more investment one has, the higher the amount of risk one assuménence the higher the expected
stock market returns.

Because of the importance attached to the ‘tradeoff betvigeand returns’, investors are interested in
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making judgment about expected returns from investing in stoclsevedal researches were conducted
that identified models and firm specific ratio that cdtuence market stock returns. The traditional model
for predicting market return- CAPM (Capital Asset Pricingddl) developed by Sharpe (1964) and
Linter (1965) and Black (1972) assumes that in an efficient masketrities are correctly priced and
returns are ascertained mainly by the amount of risk one assurhis model cannot be sufficient in
predicting stock market returns alone and has its own défeeubanmwen & Obayagbona, 2012).
Recent studies show that there are other variables that foutpe€CAPM (represented by company’s
systematic risk or beta) in determining or predicting stockeataeturns with great precision. Basu (1997)
demonstrated that the differences in Beta cannot justify explain the difference in stock returns.
Another criticisms of CAPM was found in the work of Fama Brehch (1992) who sees that the positive
relationship between beta established by CAPM and averagle retturns was a product of the negative
association between firm size and beta. This showditimasize has inverse relationship with the beta.
More clearly the larger the firm the lower the risk. THasther argued that when this association was
taken into cognizance, the relationship between beta and retioecks will definitely disappeared. Drew
(2003) also stated that beta alone is not sufficient in exptastock return and that firm size and market
to book value ratio are significant and effective in explairingrage stock returns.

Al-Tamimi (2007) argued that the cause of increase or derr@ademand for a particular stock is
determined by the firms’ fundamentals, external factors anmtendehavior. Therefore, these variables
that are capable of sending signal to investors on the fexpected return varies from one firms to
another and empirical evidence shows that apart from companiesrste risk as measured in CAPM,
there are numerous firm’s unique set of variables thatrbetggain variation in stock returns. This firm
specific factors ranges from size effect (Market capgasiion-MC), growth effect (Market-to-book-value
of equity, value effect (Earnings per share- EPS) andeffskt (Debt-to-equity ratio-D/E). Therefore, in
academic researches, stock returns have been found tobmteskwith MC, D/E and EPS.

In contemporary literature, firm size has been typicallysuesd in terms of MC. Banz (1981) and Basu
(1983) argued that small size firms are generally riskign thrge size firms and hence deserves higher
returns. This shows that negative relationship is obseredtieen size and returns, other things being
equal, market value of equity will be pushed down in order ¢wige higher expected returns. Small
firms are mostly ignored by potential investors, they exhdsis liquidity and hence their beta are mostly
underestimated and do not have diversified operation. Thus] &imal stock should significantly
outperform stock prices of big firms. Berk (1996) demonstréi@svthile expected negative relationship
between MC and does persist for US data, similar hypothédicalssing when such non-market based
measures of company size as total assets, fixed asseatarabdr of employees are used. On the contrary,
it is argued that larger firms provide higher stock mar&eitrns with less risky for investment than small
size firm in term of market stock capitalization.

D/E affects the overall returns of firms. Financial ecoistsrare of the view that high levered firm has a
higher earning than a low levered firm because of the st @f capital (Sundaresan & Fan, 2000). But
on the other hand, (Wajid, Arab, Madiha, Waseem & Ahmad, 20l8¢aphat high levered firms are
regarded as more risky for investment because, they have almgice of falling onto the trap of
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bankruptcy, as such, potential investors do avoid investing ih kind of firms. Consequently the
demand for its share will fall and hence affect the sfite as well as stock returns. Hence negative
effect will be expected. Prior researches suggest timtthat change their leverage level experience
changes in stock prices more often. Increase in debt desrediock prices and hence stock returns.
Although, many researches have argued that capital structueepwsttively related to debt to equity
ratio (Bhandari & Chand, 1988). That is theoretically, wheinna total debt supersede its total equity the
shareholders will demand a high returns on its stock due taiklgbf bankruptcy. Then one will expect
leverage to have a positive effect on stock market returns

EPS is useful for judgment on stocks. It is the profit gegadricom every naira price earned by a firm.
Based on the priori expectation, EPS is expected to havevpaslationship with stock return. That is
the higher the EPS the higher is going to be the expected tmatkens. Both existing and potential
investors concern about the firm performance, so they pay miemian to firm’'s profitability that
usually moves a firm’s share price upward and consequentlyt afieck return. Prior researches as
described by (Hallefors, 2013) cast some doubt as to whethmrrdaizg convention like verifiability and
prudent measurement of asset and liabilities produced earningsiner@ant that is all related to stock
market return. Although many empirical researches of tla¢iosakhip between current earnings and stock
returns have been conducted there has not been consensus oretictthédbenchmark level of returns
relative to current earnings. EPS is expected to have \mosgiationship with stock market returns.
Previous researches show that EPS usually have positivetiorpatock market returns.

Up to date there is no consensus as to which single or combiétvariables best explain stock market
returns. This allow for the interested researchers to findvbith research setting in term of country,
firms and environment are best proxies for their situation thetermine stock returns. Some
characteristics have been shown to have a strong abifitydnasting stock returns. This is an indication
that degree of explanatory power of variable(s) on stock megkains depend on the country of stock,
period of study and sector of the economy. For example, Bhanda8) (h@ited out that the leverage
ratio compared to beta is much stronger variable in explpivariation of stock market return. While
Azam (2011) stated that previous studies confirmed that only &RISdividends as firm specific
variables affect stock returns. Fama and French (1992) shibaetivo variables of firm characteristics-
firm size and B/M ratios pooled together can take theeptdcthe market beta in explaining the cross
sectional variation in stock returns.

Some of the available literature found in Nigeria have sdmoetming here and there and left some
gaps to be filled. For example, Osisanwo and Atanda (2012) foousethcroeconomics variables (not
firm specific ratio) that affect stock prices as wellsesck market returns. The variables he used include:
interest rate, previous stock returns levels, money supply aodaege rate. Uwubanmwen &
Obayagbona (2012) and Adedoyin (2011) used total assets as proxy fosiZemwhile in the
contemporary literature firm size has been typically messin terms of market capitalization of stock
(i.e. in a study that involve the determination of stockkeiareturns and or share price). In Okoro and
Stephen (2014), the proxies used are only performance indicatorketMapitalization and capital
structure were not captured in the model of the study. Furtherthese studies drawn their sample from

26C
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

all the listed firms on the NSE, the study did not concentmata particular sector and the findings appear
too general and not specific. There is a need to considertipdiiflerences and common characteristics
attributed to each sector.

Because of the mix of opinion in the literature, the mixropiical findings, and the limited empirical
work on the relationship between firm characteristics arakstarket returns particularly with reference
to listed food and beverages firms in Nigeria, it is notajytlace to conduct further research on this to
ascertain position.

Listed food and beverages firms remain the largest subsedter Nigerian manufacturing sector in term
of capital based and share price quotation. Although it is beingtepebelow its potentials, but it has
performed better than a number of other subsectors as it'esséd expansion in investment due to
increase in population. It is among the most vibrant sectdreiiNigerian stock exchange market as the
market capitalization of beverages (distillers), bevesggen-alcoholic), food product and food product
diversified hit N1.101 trillion, N29.768 billion, N244.493 billion an@®8.928 billion respectively in
2012. Despite the just recent global economic meltdown that brought @bshtin the Nigerian stock
market especially in 2009 yet some firms’ share prices weteaffected adversely compared to other
sectors. For example, the share prices of Nestle plc asdjuotthe NSE was at N239.5, N368.55,
N445.66, N700 and N840 in 2009, 2010 2011, 2012 and 2013 financial year pectivety. While that
of Guinness plc was at N129, N158.51, N245, N226 and N251.07 inrtleat ®his is an indication that
investors, both individuals and institutions are diverting theiestiwment to that sector, because they want
to maximize market returns. The question still remain hdrethere is any relationship between Market
Capitalization, Debt-to-Equity financing, Earnings per Sharetl@dtock Market Returns of listed food
and beverages firms in Nigeria?
The aim of the paper is to examine the cumulative eftdctMarket Capitalization of shares,
Debt-to-Equity financing and Earnings per Share on the StockdWareturns of listed food and
beverages firms in Nigeria. While the specific objezis to:

I.  Investigate whether market capitalization of shares igasfisant effect on stock market returns

of listed food and beverages firms in Nigeria.

ii. Determine the impact of debt-to-equity financing on stockketareturns of listed food and

beverages firms in Nigeria.

iii.  Ascertain the influence of earnings per share on stockeneeturns of listed food and beverages

firms in Nigeria.

As such, the study hypothesized in null form as follows:

Ho1: Market capitalization has no significant effect on stoekhkat returns of listed food and beverages
firms in Nigeria.

Hoz Debt-to-equity financing has no significant impact on stotkrket returns of listed food and
beverages firms in Nigeria.

Hoz Earnings per share has no significant impact on stock meekens of listed food and beverages
firms in Nigeria.
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The finding of the study will be helpful to investors in knowihg variable or combination of variables
that will be better in predicting stock price and consequentlyatian of stock market returns of listed
food and beverages firms in Nigeria. The study will adthto body of existing literature and basis of
validating theory. The policy implication of the findingsliwbe of great contribution to regulatory
agencies like Security and Exchange Commission as welbbgmrate Affairs Commission.

The remaining part of the paper are organized as followdioBe2: literature review and theoretical
framework; section 3: describes the methodology used and modd#icgtion; section 4: examines the
results of the statistical analysis, and section 5: is asimel and recommendation

2.1 Literature Review and Theoretical Framework

2.1.1 Market Capitalization (size) and stock market returns

Small size may suffer from information asymmetry.sltmore risky for investment than larger firms as
such investors demand more returns on their stock (G&ll@alvador, 2006). This is clearer in the work
of Banz (1981) who stated that smaller firms appear to havehreturns than larger firms. Hence, firm
size is expected to have negative impact on stock retOmshe contrary, it is argued that larger firms
provide higher stock market returns with less risky for imaesit than small size firm in term of market
stock capitalization.

Ziemba (1991) and Levis (1988) found that small capitalization owtperfarge stock capitalization.
Shapiro and Lakonishok (1984) found insignificant relationship betwdarabd stock returns, but found
the existence of significant relationship between firne sind stock returns. In his study, Pandy (2001)
found a significant positive relationship between market dagaiteon and stock returns of listed firms in
the Malaysian stock market.

According to Tahir, Sabir, Alam & Ismail (2013) there are nwusrvariables that explain stock returns,
but the most basic and easiest measure is the value ofitmoghaind its stock, that is by looking at its
market value- market capitalization. Studied conducted @ki\\2013) compares the value relevance of
market capitalization (MC), total asset and market valuttal asset as proxy for firm size in CAPM.
Surprisingly firm size is almost always included in CARNdA MC of a firms’ common stock is the best
proxy for explaining stock variation. In contemporary literaturempany size has been typically
measured in terms of market capitalization

Tahir, Sabir, Alam & Ismail (2013) empirically investigate impact of some firm characteristics (which
they described as being unique on stock returns) of listedimamnefal firms of Pakistani for the period
2002 to 2012. Four proxies of firm characteristics were usedkemaapitalization (size effect), sales
growth, EPS and book-to-market value of equity. The secondaryotl@@s firms was analyzed using
multiple regression. The results of the study that MC heigraficant positive impact while sales growth
has no significant effect on stock returns. The study found a sufgwothe impact of firm size on
Pakistani stock returns.

The period of the study is very small. Leverage was alwitted in the model despite its strong
contribution in predicting stock returns as described in temture.

Lukacs (2002) examines the relationship between market cagiitaizof stock and the distribution of
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stock returns. Using a sample of 21 stock listed on the Batlafmek exchange, the results are evaluated
by using both charts and rank correlation. A significant icelahip was found between MC and the
distribution of stock. The study only use rank correlationtasianique of analysis.

Tudor (2010) studied the explanatory power on future stock returns rgeizeta, financial leverage,
book-to-market equity, size, earnings to price ratio, returassets and return on investment covering the
period 2002-2008. Two way fixed effect multiple regression was. uBeel negative relationship was
observed between size (market capitalization) and stocksetlihey stressed that the negative effect is
persistent and remain the highest when variables are drémmedhe regression even in the univariate
setting. He also noticed that size has the most signifeféatt in capturing variation in stock returns over
the whole period.

Uwubanmwen & Obayagbona (2012) studied the effect of company funddsnant returns on equity
in the Nigeria stock market. Using a sample of eight dirwith 11 years observation. Proxies for
company’s fundamentals used includes: book-market value of efjuity,size, leverage and price
earnings ratio. The study found that firm size has no signifietkect on stock market returns.

The study uses traditional measure of firm size i.e. natlogabf total asset while current studies show
that market capitalization is the best proxy for studyingrtigact of firm size on stock returns.

Adedoyin (2011) analysis the effect of firm charactersstias in determining share listed on the NSE for
the period 2004-2009 by using a sample of 72 firms. OLS method, fikect end random effect
estimation technique were used for the analysis. The resditate that the size of firms has the most
significant effect on price determination in the two modélee criticisms of the study is that they adopt
total asset as proxy for firm size in determining shareepric

Rahmani, Sheri and Tajvidi (2006) examine the relationship leet@ecounting and market variables and
the stock returns on the basis of pooled cross-sectional data petind 1997-2003 by applying both
multivariable and univariable models. The result proved tzet(®1C) has significant positive impact on
stock market return. In a single variable model, hypotheseshbws that the relationship between size
and stock returns proved to be more stable compared to otledleari

Kumar and Sehgal (2004) suggest that using both market and noetipaskd measure of company size
portray a strong effect in the Indian stock market

2.1.2 Debt-to-Equity ratio and Stock Returns

Leverage as a proxy of financial risk is expected to beekhith expected stock returns. The financial
risk is mostly reflected in firm financial leverage.a@ieoff theory posit that large firms can easily
penetrate capital market to long term debt since they lmawer Ibankruptcy cost. Large firms use debt
financing option to take advantage of tax shield. Thus, pesi@iationship is expected. On the contrary
view, Wajid et al. (2013) opined that high levered firmsragarded as more risky for investment because,
they have a high chance of falling onto the trap of bankrupgsuah, potential investors do avoid
investing in such kind of firms. Consequently the demand fahigse will fall and hence affect the stock
price as well as stock returns. Hence negative effetbeiiéxpected. Bhandari (1988) in his study found
a positive relationship between financial leverage and stetkns. While Welch and Ivo (2004)
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conducted a research on relationship between capital strastdretock returns by examining the US
listed firms for the period 1960-2000, and found that stock returas megatively correlated to
debt-equity ratio when firms were inactive and did not reschetieie debt ratios in period of stock
prices increase or decrease.

Khan, Naz, Khan, Khan and Ahmad (2013) studied the impact ofatagiitucture and financial
performance on stock returns of Pakistan textile industry. Usli®r@ethod, the result revealed that D/E
ratio and EPS affect stock returns positively. They belighat the positive trend predicted is because
majority of the firms are family-owned and the directars the in the interest of majority shareholders
instead of stakeholders.

Chambers, Sezgin and karaaslan (2013) investigate th¢ efffegpital structure and the beta coefficient
on stock returns of listed manufacturing industry. Where the afaé® industrial firms in the Istanbul
stock exchange are analyzed. The study used three petiedahble period from 1994 to 2010, the
sub-period from 1994 to 2002 and the sub-period from 2003 to 2010. Panssi@y@alysis is used in
which total debt to market value (TD/MV) and beta rat® faund to have statistical significant effect on
both nominal and real stock returns in all the three periods. TDIMV ratio is also found to be
statistically significant but with a negative effect looth nominal and real stock returns in the 1994 to
2002 sub-period but in the 1994 to 2010 period only real stock returis ttatistically significant. But,
Tudor (2006), in his study, financial leverage measured as detal to total equity was found to be
positively impacting stock returns. Though, the statisticglificance is the second highest after MC.
Bhandari (1998) in his study of the relationship between stocknsetand the expected leverage ratio
during the period 1949 to 1979. Significant positive associationeeetheverage and stock returns of the
firms was observed and the relationship is higher in manufagtfirms and in January. He stressed that
the leverage ratio is a much stronger variable in exjpigistock returns compared to beta.

Yang, Lee, Gu & Lee (2010) examine the relationship betwapitat structure and stock returns for the
period 2002-2005 in the Taiwan stock exchange. The essence is toidettire way the two affect each
other. The result of the analysis shows that leverage s@gificantly and positively affect stock returns.
On the other way round, stock returns affect the leveraii@ megatively. He concluded by saying that
the variables affect each other only that the directioneoféfationship varied.

Ahmad, Fida and Zakaria (2013) examine the co-determinamapital structure and stock returns for
the period 2006-2010 by employing a panel dataset for 100 non-finaneiallisted on the Kingdom of
Saudi Arabia stock exchange. Generalized Method of Momentempoyed to analyze the data. The
statistical result of the study shows that stock retuntkleverage affect each other, but, the effect of
leverage (positive effect) on stock returns is greater tha effect of stock returns (negative effect) on
leverage.

Uwubanmwen & Obayagbona (2012) studied the effect of company funddsnant returns on equity
in the Nigeria stock market by using a sample of eightsfimith 11 years observation. That apart from
Book-to-market value of equity that passes significantaesb level, only financial leverage is able to
pass the significant test at 10% level with positive imhpacstock market returns. PER was found to have
insignificant relationship with stock returns
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Rahmani, Sheri and Tajvidi (2006) examine the relationship leet@ecounting and market variables and
the stock returns on the basis of pooled cross-sectional data petiod 1997-2003 by applying both

multivariable and univariable models. The coefficient ditde equity under multi variables model was
significant in one year only. But the model was not signifiéanthe year 2000 and 2001. In the single
variable model D/E ratio was found to be statisticaisignificant.

2.1.3 Earnings per Share and Stock Market Returns

The empirical research on the association between accountingation and stock market returns was
started by Ball and Brown (1968) and Beaver (1968) and they ceactbet accounting earnings contain
information for stock market participants. Since firmhwfitigher profitability provides more returns on
their stock, then, higher EPS should have a positive effestock returns.

Tahir, Sabir, Alam & Ismail (2013) empirically investigdte impact of some firm characteristics (which
they described as being unique on stock returns) of listedimamnefal firms of Pakistani for the period
2002 to 2012. The study also acknowledge a value effect on thedPalstock market as EPS was found
to have positive impact on stock market returns.

Okoro and Stephen (2014) conducted a study to investigate the fHwdbrsletermine stock price
movement in Nigeria for the period 2001-2011. Data were colldobed the financial statement of 99
listed firms in the NSE. Ordinary Least Square was tsezhalyze the data. Three proxies were used:
EPS BVPS and dividend cover. The result revealed thatHaB& positive impact on stock prices. The
explained that the magnitude of changes is that increabe IBPS by 1 unit will lead to an increase in
the price per share by 0.25 units. They stressed that EPShéastrongest explanatory power in
explaining stock prices movement.

The study uses OLS method as a means of analyzing panel datain®&s@LS tend to be biased as it
does not recognize time factor, and individual firm invariantattaristics. It does not recognize panel
effect. The proxies used are only performance indicators Widle other indicators that need to be tested
e.g. firm size, market capitalization, capital struetur

Chambers, Sezgin and karaaslan (2013) investigate th¢ efffegpital structure and the beta coefficient
on stock returns of listed manufacturing industry. Among the covargbles used in the study only the
EPS was found to have significant positive effect on stetkn in the 1994-2002 sub-period. Similarly
Ahmad et al. (2013) found that profitability affect stock retuofdisted firms in the KSE positively
Altamimi (2007) discovered that EPS had the most influen@otpf over market model.

3.1 Methodology and Model Specification

The study adopts both correlational and ex-post facto reseailigin.delis is because the study seeks to
explore the relationship between firms’ specific attributesl @tock market returns by following
guantitative approach. Historical data is used for the asalyidhe population comprises all the
twenty-one (21) food and beverages firms listed on the NS 2 December, 2013. Out of which nine
(9) firms constitute the sample of the study. We made allta¢ficgee that we drew adequate sample size,
considering the size of the population (21) as well as the defy@ecision required. We arrived at the
sample owing to the fact they have complete information reduor the analysis. The sample size
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covered 43% of the population. The data for the study was pluoahysecondary sources obtained from
the annual report of the sampled firms as well as NSEbfaak. The period of the study covers seven
years (2007-2013).
The study employed the use of Ordinary Least Square (Ob&)sson, Fixed Effect (FE) regression and
Random Effect (RE) regression, and analyzed the result 8satg 10.1 computer statistical software.
Multiple regression technique was adopted using panel dateodwbdgy. As such, the empirical results
of the study are based on the following regression model:
SMR; =6 + 6; MCj; +6 , 6 31 7
Where:
SMR;: represent stock market returns of the firm i in time t.
MCi: represent market capitalization of the firm i in time t.
DE;: represent debt-to-equity ratio of the firm i in time t.
EPS: represent earnings per share of the firm i in time t.
60: represent individual effect taken to be constant over timespedific to the individual cross- sectional
unit
6 68 pmret A& T H# 0&

it: represent error term of random disturbance.

| ow

Variables| Measurements

SMR P1 - PO 200.
PO

Where: P1 represent price of the stock in current year agdjadtthe end of the

financial year. PO represent price of the stock inflaancial year end.

MC Number of the ordinary shares of the firm at the endeffinancial year multiplies
by the last price of each stock at the end of the saraadial year

DE Ratio of the total long term debt to total sharehsldend (equity)

EPS Net income after tax available to shareholders dividenusgber of outstanding

ordinary shares.
Source: The Authors, 2015
Note that according to Warfield and Wild (1992), previous rebesr suggest that quarterly and
semi-annual accounting earnings have little explanatory poweetiams. As such, annual data will be
more appropriate.

4.1 Results and Discussion of Findings
Table 4.1 presents descriptive statistics of the vasablf the study. The mean, standard deviation,
minimum, and maximum have been used to describe the data.

Table 4.1: Descriptive Statistics

Variables| Obs| Mean Std. Dev. | Min. Max.
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SMR 63 | 38.326% 64.4432 -84.8934G 185.9155
MC 63 | 24.3649 2.1105 20.0420| 27.9322
DE 63 | 0.6274 | 0.4095 0.0044 1.7306
EPS 63 | 3.0537| 6.7691 -13.40 28.57

ELITE HALL PUBLISHING HOUSE

Source: The Authors, 2015

From the table above, SMR (stock market returns) hasaa wie38.3265. The range of the SMR is from
the minimum of -84.8936 to a maximum of 185.9155. This shows that orgay¢ha stock of the sample
firms was able to yield market returns of 38% on the ordishires invested by shareholders. The
minimum value is an indication that some shareholders losk sharket return to the extent of 85%
during the period. On the other hand, some investors gain L6% as market returns. The standard
deviation of 64.4432 signifies greater volatility in stockrked returns and the data deviate from the
mean value from both side by 64% implying that the data islyvitispersed from the mean. This also
proved that stock market returns varied from one company to andtiiermay be as a result of some
factors attributed to firms. Furthermore, the result shows (M€asured by the natural logarithms of
market capitalization) has mean of 24.3649 with standard d®viaf 2.1105, and the minimum and
maximum of 20.0420 and 27.9322 respectively. This shows thaathes are centered around the mean
value i.e. there is not much dispersion away from the rheaause the standard deviation is less than the
mean. Debt-to-equity ratio has a mean ratio of 0.6274:1, ulnleange is from the minimum ratio of
0.0044:1 up to a maximum of 1.7306:1. This shows that on averadintisehave debt ratio of 63%,
implying that firms prepared much of equity financing to detaincing. As the minimum values signifies
that some firms did not have up to 1% debt, some firms’filedmicing surpass equity financing by 73%.
The deviation of 0.4815 is an indication that there is nathrdispersion around the average financing
(0.6274). Moreover, Earnings per Share (EPS) has a mean of 3tb&3@nge is from the minimum of
-13.40 to a maximum of 28.57. This shows that on average, N386bKhare was earned by the firms
during the period 2007-2013. However, the minimum of (N13.40K) is anaitioiic that some firms
incurred loss per share to the tune of that amount, while thenmaaxiis a clear indication that some
firms were able to generate profit attributable to sharehslth the amount of N28.57K per share. There
is a dispersion or variability of earnings among firms bezdhs standard deviation of N6.35K is not
closer to the mean of N3.05K.

Table 4.2: Correlation Matrix

Variables| SMR MC DE EPS
SMR 1.0000

MC -0.3867* | 1.0000

DE 0.3626* | 0.0586 1.0000

EPS 0.4387* | -0.2481% 0.0238| 1.0000

Source: The Author, 2015
* 5% level of significance
The correlation matrix is used to determine the degfesssociation between independent variables and
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dependent variable. It is also used to identify whether tiseee relationship among the independent
variables themselves, to be able to detect if multioedirity problem exists.

From the table above, we can see that the correlation ceaffibetween SMR and MC is -0.3867
significant at 5% level. This suggest that there exisigaificant negative association between market
capitalization and stock market returns. This implies thathigher the market capitalization the lower
the stock market returns and vice versa. Moreover, thelatan coefficient between debt-to-equity
financing and SMR is 0.3626; suggesting a significant positssoa@ation between the two. The
relationship between EPS and SMR is found to be significaotytive. This can be confirmed from the
coefficient value 0.4387 at 5% significant level. This asga@n is in tandem with the priori expectation
found in the literature, EPS is expected to have posisiseaation with stock market returns.

The relationships between independent variables themselvesstagfe minimal; as only EPS and MC
have significant relationship. In order to access the presehcaulticollinearity, the study further
conducted multicollinearity test, using Variance Inflati@ctér (VIF) and its reciprocal (1/VIF). The test
reveals absence of multicollinearity, because VIF aresistently smaller than 10 while its reciprocal are
consistently less than 1. The mean VIF for all the independeiables is 1.07.

Robustness Tests
To avoid making wrong inferences, some robustness tests were tswhdu the summary of the

statistical result can be depicted from table 4.3 below

Table 4.3: Summary of robustness test.

Statistics | P-Values
Hettest-Chi2 0.03 0.8539
Mean VIF 1.07 -
Hausman-Chi2 7.63 0.0543
LMTRE-Chi2 | 0.01 0.9356

Source: The Authors, 2015

Note: LMTRE is ‘Breusch and Pagan Lagrangian Multiplier TesRandom Effect’

To test whether there exist heteroskedasticity in th&, déne study used ‘Breusch-Pagan and
Cook-Weisberg test for heteroskedasticity.” The null hypothessames that the variance of the residuals
is constant. The test suggests absence of heteroskedaasdihe chi2 value is 0.03 and the p-value is
0.8539. This attest that the model is good. In addition to thaltjcollinearity test was also conducted
using VIF and its reciprocal (1/VIF). No multicollinearitiyreat was found; as the VIF are consistently
smaller than 10 while the reciprocal are constantly smidéer 1. The mean VIF is 1.07. All these proved
absence of multicollinearity and suggest the appropriaterfefse anodel in fitting the independent
variables of the study.

Data for the study is panel in nature and panel data maytt¢earror that are clustered and possibly
correlated overtime. This is because each company mayitisaswn entity specific characteristic that can
influence its stock market price (i.e. unobserved heteroggnaitd this may bias the outcome variables
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or even the explanatory variables. As such there is neeambrttrol for that. For that purpose, FE
regression and RE regression were ran. The HausmanH®§) 6uggest that RE regression is more
appropriate for the data. This can be seen from the Chi@ wdil7.63 with a probability value of 0.0543.
This suggest no entity specific attributes affect the outceaniable.

Furthermore, by extension, the study test to see whether gharstatistical variance among the unit in
the panel. To test for that, ‘Breusch and Pagan Lagrangialtipher Test for Random Effect’ was
adopted. Finally, the test result reveals that thene istatistical significant variance among the unit in the
panel data. This can be observed from the chi2 value olad@% P-value of 0.9356. Thus, this suggests
that OLS technique is more appropriate for this study. Hencenfils@nce will be made based on the
results produced by the OLS regression. Although, all the resul@L®r FE and RE regression will be
provided for in the next sub-section for comparison purpose only.

Table 4.4: Summary of Regression Result

Variable | OLS Regression FE regression RE Regression
s
Coeffici | T-valu | P-values| Coeff| T-Val | P-value| Coeffi | T-Val | P-val
ents es icients | ues S cients | ues ues
Const. 197.849 2.33 | 0.023 168.4/ 1.90| 0.063 197.88.33 | 0.020
MC -7.990 | -2.37| 0.021 -7.216-2.06 | 0.045 -7.990 -2.37 | 0.018
DE 40.866 | 2.39 | 0.020 52.81 2.48 0.01¢ 40.8@639 | 0.017
EPS 3.115 2.96 | 0.004 4.114 3.64 0.00L 3.115 296 (.003
R 0.3389 0.372 0
AdjR? | 0.3053
F-Stat 10.08 0.0000 10.08 0.00do
W. Chi2 30.24 0.000

Source: The Authors, 2015

Market Capitalization and Stock Market Returns

From the table, the t-value for MC is -2.37 and a beté#icigmt of -7.990 with a p-value of 0.021. This
implies that MC has a significant negative effect on SdiRsted food and beverages firm in Nigeria at
5% significant level. The beta coefficient indicates #watincrease of MC by 1naira will lead SMR to
reduce by 9.15%. This may be possible based on the argumesinidédr firms tend to be riskier than
the larger firms. As such market value of equity will pasivn to provide higher expected return, as
opined by Berk (1995). This provides evidence for us to rejechtiiehypothesis earlier formulated,
which states that MC does not have significant impact on SMiRtedl foods and beverages. The finding
is in line with those of Tudor (2011), Fama and French (1992)Aanid (2011)-as cited in Tahir, et al.
(2013).

Debt-to-equity and Stock Market Returns

The impact of debt-to-equity ratio on stock market returnfousid to be positive and statistically
significant at 5% level. This can be confirmed from thaltsg of 2.39 and a p-value of 0.020. This
implies that capital structure measured in term of DB#ve significant positive impact on the stock
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market returns of listed food and beverages firms in MNigdrhe implication of this finding is that
increase in the proportion of debt financing without correspondingaiser@a equity will lead to increase
in stock market returns. This of course may be possible bedaarshslders will receive more returns in
the period of boom and consequently affect stock market returnsjginéebered firms are more risky
for investment as such, more returns are associated higth risk. Therefore, the finding provides
evidence to reject the null hypothesis which states thahBgmno significant effect on the SMR of listed
food and beverages firms in Nigeria. The finding is in taneétih those of Khan, Naz, Khan, Khan &
Ahmad (2013), Tudor (2006), Bhandari (1998), Yang et al. (2010), Ahmadl. ef2013), and
Uwubanmwen & Obayagbona (2012).

Earnings per Share and Stock Market Returns

The beta coefficient and t-value of EPS are 3.115 and 2.96atasely, with a p-value of 0.002. This
shows that EPS has a strong and significant positive impagiéhof listed food and beverages firms in
Nigeria at 1% significant level. The coefficient oL B5 is explaining that increase in EPS by 1 naira can
lead to increase in SMR by 3.115%. The implication of ihdifig is that the higher the EPS the higher is
going to be the SMR. This finding is in tandem with the prexpectation that earning should have
incremental and significant effect on SMR. This provides exideo reject the null hypothesis stating
that EPS does not have significant impact on SMR of lisbed &ind beverages firms in Nigeria. The
finding has gotten support empirically from the works of Okoro &itegphen (2014), Tahir et al. (2013),
Chambers et al. (2013) and Ahmed et al. (2013).

Cumulative result shows that the coefficient of determinatit lfas a value of 0.3389. This indicates
that the explanatory variables (MC, DE, and EPS) were abéxlain the variation in the dependent
variable (SMR) to the extent of 34%. The other 66% is exgthiny other factors not captured in the
model. This could be macro and micro variables that alptaimed change in SMR. The adjustetl R
(which adjusted for the number of variables in the modalhlve strong correlation) has a value 0.3053
(31%). This implies that MC, DE, and EPS play a significal# in explaining the expected stock market
returns of listed food and beverages firms in Nigeria. €geassion result reveals fithess of the model for
having F-statistics of 10.08 and a p-value of 0.0000. The intiglicaf this result is that the overall
impact of the explanatory variables on the dependent vaigbignificant at 1% level, with 99% level of
confidence. Finally we come to conclude by saying that sarmespecific characteristics are playing a
significant role in explaining stock market returns of listeddf and beverages firms in Nigeria. Also, it
provides additional evidence to support the view that apart froatkeh beta (CAPM) and
macroeconomic variables, there are also firm spedificacteristics that influence market returns.

Conclusions and Recommendations

The study investigates the impact of certain firm specifaracteristics on stock market returns of listed
food and beverages firms in Nigeria for the period 2007-2013. pdmlation comprises all the
twenty-one (21) food and beverages firms listed on the NS 2 December, 2013. Out of which nine
(9) firms constitute the sample of the study. The study adoptdd dootelational and ex-post facto
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research design. The data for the study was purely from sagosdurces obtained from the annual
report of the sampled firms as well as NSE fact book. atanalyzed using several option of multiple
panel data regression. But the most robust of all is OL&ssipn as suggested by Breusch and Pagan
Lagrangian Multiplier Test for Random Effect. All the thresiables of the study opposed to the stated
hypotheses raised in section one. Based on this, the studgrthsded that it has achieved its objective
by answering the research questions as the finding revealethdhiat capitalization has a significant
negative impact on stock market returns of listed food and &#geerfirms in Nigeria, while DE was
found to have significant positive impact on stock markeirmst of listed food and beverages firms
Nigeria. Furthermore, earnings per share was also found ¢ostieng and significant positive impact on
stock market returns of listed food and beverages firm8garia. Based on the findings of the study it is
recommends that government and policy makers (SEC) should desigmalement more stringent rule
where firms will be compelled and monitored on providing high guéilhancial reporting, so as to be
reporting earnings that reflect their actual performances Woiuld prevent investors from falling on to
the trap of earnings manipulation (as it happened to sharetdti€adbury Nigeria plc.). In addition,
prospective investors should not only focus on huge returns forimyestsmaller capitalized or high
levered firms; rather, further analysis need to baexhput to tradeoff between risk and returns.
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ABSTRACT

This research paper will take a look at sort algorithms hadt efficiency. For this investigation two
types of data structures and five different sorting algostiware selected. The selected sort algorithms
are; bubble sort, insert sort, selection sort, quick sort amgensert. These algorithms together with two
selected data structures have been examined and anadyzbd primary purpose of choosing the most
effective among them. Algorithms use several computatisourees, and their efficiency in our case is
derived by analyzing which one of the resources used isdvahast. The resources which were studied
in this paper are; time of execution, amount of computerangmequired and amount of effort invested
in implementation. The investigation was concluded and a mesttie& sort algorithm was identified.
But the question of the best algorithm was inconclusivefdiMed that some algorithms are effective with
small input size but not for large input size while other algostlane not effective with small input size
but instead works better with larger input size. Therefdwe biest algorithm for one case would not be
necessarily the best for all other cases. At the esdrtaalgorithm was selected to best fit different cases
depending on particular scenarios.

Keywords

Algorithms, data structure, sorting, effectiveness, comparisomplexity theory

INTRODUCTION

Efficiency means the optimum use of all resources avaitabke computer. It should not be mistaken to
interpret as speed, because speed only takes one factardatmg which is time, while neglecting all
other factors [7]. Speed of a computer is one of the parasrtbtd a computer creator have to optimize
together with memory utilization. A high speed computer isenexpensive to make and buy, so we
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should consider the effect of speed on other resources thatatdesrease the cost. Other resources
could be functionality, power consumption, user-friendliness, aod &fif computer development. To
make a balance of what we want and what it cost we ndedkat the efficiency of a computer and not
its speed.

In this paper we are going to investigate sort algorithmsaaatyze their efficiency when we use them in
a computer system. We will also analyze performanemaiigorithm when we use different type of data
structures. When writing a computer program, efficiency shiogilthe most important factor to consider,
especially when it comes to algorithm utilizations.

Let’s start by defining some basic concepts in computingampuiter system is made up of two
components, namely hardware and software. The hardwaretatiible parts of the system. The
software is the instructions and data of the system. A grbapecialized instructions collaborating to
complete a task are called a program. An independent se¢@tioms contained in a program is called
an algorithm.

An algorithm is a procedure which shows the steps and direcetioich a program follows to perform a
particular operation. Apart from computer science, algoritarasalso used in various other fields of
science including mathematics, physics, statistics anddi@nces. In computer systems, algorithms are
used in various data processing activities such as cadmgasummarizing, sorting, classifying and
retrieval.

Our task for this paper is to look at two particular typdaih structure and compare how they could be
sorted by using five common sort algorithms. We shall analyzeahation in performance thereafter
and come up with a conclusion.

First, some of the related works are explained in Segtioefore moving on to describe the sort
algorithms in Section 3. Next, Section 4 provides informatlmwuathe two data structure we have
chosen for this investigation. We will describe different caxipy of an algorithm in Section 5. In
Section 6 we will talk about our environment and configuration bedbitests and their results are
presented in Section 7. Lastly, Section 8 will concludephfser.

RELATED WORKS

There have been a lot of previous research on sort algorikensxplored many and got motivated by
the find of some of the research. Mishra A.D. and Gafg] presented a paper on this topic. In their
paper (2008) they explored the various sort algorithms availablst \04st, average case and operational
methods of each algorithms were compiled. They also expldincb&n optimum and not best algorithm
instead. This was as a results of their investigatioroasdrvation.

You Yang, Ping Yu, and Yan [9] in their paper (2011), have ddfmvarious trade-off when selecting a
sorting method. They also explore the time and space cortypbexicept to explain the performance for
each algorithm they investigated. Their paper also batksnteresting conclusion of advantages and
disadvantages from their experiments on the algorithms.

We also compared work from another research group consistbiganinejee and Rajesh [3]. In their
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paper (2012) they identified the different forms of sorting. Tdiey identified the various scenarios
where one particular algorithm performed better than the atitenot in all scenarios. One algorithm
was not always suitable for all scenario. Their work conalumieillustrating how each methods has
positive and retrogressive effects.

Throughout our research time we have found little information n@aderhpare the performance of these
sort algorithm when using different data structures. We liaerefore included in our research the
question how different sort algorithms would perform if using c#ifé data structure.

SORT ALGORITHMS

Sort algorithms are used to move around elements in a dattustrso that in the end becomes a sorted
sequence. There are various sort algorithms out there, bbtfatudy we have chosen five algorithms
which are the most common used. Below we will explain thigggithms in detail how they work
together with a simple example.

Cvccmfl!tipsu!

This sorting method is one of the simplest [7] and it containgiaia loops which are nested. The first
loop will guarantee that every element will be comparet eétch other n number of times. This is to
make sure that the last element in an unsorted sequamde enoved to the first position if that element
is the lowest one. The second loop contains a comparisoawilement and the element next to it. If
the next element is smaller there will be a swap betwemsettwo elements.

If we use the sequence [5, 1, 8, 2] as an example, gtedmparison will be between number 5 and 1. If
the value to the left is greater than the value to the agwap will be performed. Since<15 the

sequence is changed to [1, 5, 8, 2]. Next, 5 and 8 wilbb®ared to each other and this time, no swap is
required. The final comparison in the first iterationl wé between 8 and 2, and this time a swap will
occur. The sequence is now [1, 5, 2, 8]. The secondittesagtart with comparing the first and the
second value, and here there will be no swap. The next Baduring the second comparison between 5
and 2. The sequence is now changed to [1, 2, 5, 8]. 8ircgequence is ordered now, the remaining
comparisons and iterations will result in no more swapping.

Tfmfdujpol!tpsu!

Selection sort [7] is also quite simple like bubble and insesish The algorithm always start at the first
element and search through the whole unsorted sequence to &teareamt which is smaller. If a smaller
value is found, a swap will occur. Then it moves up testdend element and searches for the smallest
values to the right. It continues like this until the wholgusace is sorted.

For an example we use a sequence that hold the elemedt®][2,, 5]. First step is to start at the first
element and loop trough each element to the right and stovaltieethat is the smallest. In this case, it is

the fourth element which contains number 1. The algorithm tapssthe first and fourth element. The
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sequence is now [1, 9, 2, 7, 5]. Next, the second valugetilleplaced by the next lowest element, which
is the third one, and the sequence will now look like thi2[®, 7, 5]. If we continue like this, the third
element will get swapped with the fifth element, thenftheth element will get swapped with the last
element, generating the final sorted sequence: [1, 295, 7,

Jotfsujpo!tlpsu!

The insertion sort [7] algorithm starts by comparing the ivgb élements. If the second element is
smaller than the first one, there will be a swap betvieese. The third element will then compare itself
with the elements to the left until it finds a spot. Thiscess will then proceed with the remaining
elements in the same way. When the last elementfbawe its place in the sequence, all elements will
then be sorted.

For example, if we have a sequence of [4, 1, 7, 2, 9e3je¢bond element will be compared to the first
one. Since 4 1, there will be a swap. The sequence will then bd,[Z, 2, 9, 3]. Moving to the third
element, we can see that the element is already in thectepot. The fourth element will first be
compared to number 7. Since?, it will move on to compare with the next element, drdthe
comparison is X 4, same as the last comparison, and the execution will corttiribe next element.
When comparing to number 1 we have found the correct spot for n@ndiace 2> 1. The steps are the
same for the fifth and sixth element. The fifth elemeititremain in the same spot, because B. The
sixth and last element will compare with all the &&ments until it finds the correct spot between
number 2 and 4. The final sequence will then be [1, 2,3, 9,

Nfshfltpsu!

Merge sort [1] starts by dividing up all the elements insoiln-lists. Afterwards, each sub-list is compared
to the next one and merge into a new sorted sub-list containingléments. This process is repeated for
the remaining sub lists until there are only sub-lists with édements in them (except for the last one, if
the sequence have odd number of elements). Next step is pa@these new sub-lists with one next to
it so it will create another new sub-list which will hdtdir sorted elements. Next time, the sub-list will
have eight sorted elements, and so on, until there is onlgearagning list. This list will be the finalized
sorted sequence.

If we take an example sequence of [5, 9, 6, 1] thediegi is to divide everything into sub-lists. These
lists will be [5], [9], [6] and [1]. The comparison wdtart with [5] and [9]. These will get merged into a
new one, which is also sorted: [5, 9]. Sub-lists [6] and\illjget merged into [1, 6]. We then have two
sub-lists, and these two will then merged into one findakddrst. The comparison will start by

comparing the first elements in both sub-lists. Sinee5] the new list will start by having [1] in it. Then,
number 5 is compared to the next one in the second sub-list.3Hef&so number 5 will be put into the
new list, now containing [1, 5]. The final comparison is betwaumber 9 and 6. Number 6 is less than 9
so 6 will be put into the list. Lastly, number 9 will pet at the last position in the new list. The final
merged sorted sequence is nhow [1, 5, 6, 9].
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Rvijdl!tp'su!

When using quick sort [1] one must first decide a pivot eleriéet.pivot element is usually a random
element in a sequence. All elements that are less of teqi@ pivot element are placed to the left and all
greater elements placed to the right. After this protespivot element is located at the correct spot. The
process is then repeated for the elements to the righetirad the pivot element. These now two
sub-lists will have a new pivot and do the same as befdlesakr elements to the left and all greater to
the right of the pivot element. When this is repeated altdub-lists are sorted, they will be merged into
one final list.

If we take an example sequence that contains the elemefts3[67, 2, 9, 4] we first start by deciding the
pivot element. We decide that the first pivot will belBen the first element and the element at the far
right will be compared with the pivot value. In this case greater than the pivot which means that the
number 6 will be moved to the right side. Number 4 is alresdthe correct side. Next, number 9 will be
compared to the pivot. This number is also on the cormet Biowever, number 2 is lower than the pivot
and will therefore switch place with number 6. The sequangew [2, 1, 3, 7, 6, 9, 4].

Next, number 1 and 7 will compare with the pivot. Since both ntsrdre in correct side no swap is
needed. As it is now, we have all numbers lower than the yaloe to the left and all greater to the right.
Therefore, the pivot value 3 is now in correct spot. We can agwe have divided the sequence into
two sub-lists: [2, 1] and [7, 6, 9, 4]. The process aéctlg a pivot and doing the switching is the same
as before. The first sub-list will become [1, 2]. Forskeond one, if we choose number 6 as a pivot, the
sequence will be [4, 6, 9, 7]. Once again, these witlibieled into two sub-lists: [4] and [9, 7]. The
second sub-list will become [7, 9]. Now we have these sts-]i5 2], [3], [4], [6], [7, 9]. If we combine
them all we will get the final sorted sequence:

[1,2,3,4,6,7,9]

DATA STRUCTURES

Data structure [7] is a specialized format for arranggraed organization of data to make it easier to
process it. It defines rules of how data could react t¢ af sgdgorithms for a defined purpose. Data is a
set of organized facts, and if these facts are arramggdrganized in a special way, then we have a data
structure. Examples of data structures include arrays, sustaeks and lists. In computer science data
structures are usually used by algorithms and their effigieades from algorithm to algorithm.

For example: given we have the data structures A, and Bharalgorithms X and Y. Data structure A

can be operated on by algorithms X and Y. We then compagartbent of resources used by each of
these two algorithms. For this example X may take halfithe and a quarter amount of space as Y. In
this case X spends less time and less space, henaaofasfficient. The fact that X is more efficient
than Y eliminates Y as an option. To improve efficienay itot limited only to which algorithm is used
but also which data structure the algorithm is being usebhdhe example above X is more efficient

than Y when performing operations on data structure A, but gdahee operations are being made on data

structure B, it could be possible that Y is more efficieantX.
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Therefore, the search for efficiency can be determirtbdreby the algorithm, the data structure or even
both. For practical purposes, in our investigation we shall nastowesearch on two data structures.
These could easily be expanded to include many more data stauiftnecessary in future investigations.

Bssbizt!

An array [8] is a group of element of the same type of whadh member has a specifically defined
location in that group. Same type means an array could beanbdef integers, characters or any other
type supported by the implementation language. The elementsdfaweddposition in rows and columns
arrangement. The group can be one dimension or multiple dimaénsa@e. A one dimension array is
called a vector and a multiple dimension array is callewtix. They are arranged in continues memory
with no blank space between two consecutive elements. Beafils® searching an array is very fast
and efficient. All element are accessed as if theynart to each other. ACCESS TIME is the same for
every element to another element.

Figure 1: Array: All element are accessed as if they are next each other. Access time is the same
for every element.

A|/B C| D E|F |G| H

0 1 2 3 4 5 6 7

In figure 1 an example of an array is illustrated. Thim d&ructure allow direct access from one element
to any other. The time to access any element in the segjiethe same. For example the access time
from A to B is equal to the access time from A to H.

Mjolfelmijltut!

A linked list [8] is an interconnection of data nodes by refengn®©ne data node is connected by
another through a specified link. The position of one node in relgtithe other is not important but the
connecting path to that element is what is important. Say yaifbav nodes, A, B, C, and D. To access

B from A, ordinarily, you would move one step to the right andagmeess B. But using linked list it

might not always be that simple. A particular linked liggim agree with that method as long as there was
a defined path like that. Another variation of a list migdguire that you have to first move from A
through D, then C, and then lastly reach B. In linkedhistaddress is not considered but the defined
logic of access is considered, which the connecting palth figure 2, a simple single linked list is

shown.

Figure 2: Single linked list: Address of element are kown from A to E, but unknown from E to A.
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ArH» B —» C —» D |—» E

There are several types of linked lists. The simpgestie singled linked list as our above example
assuming there are no other ways of reaching B. Another type @ouble linked list where not only the
next node is defined but also the previous node. Circularly linke k& type where the start node of a
list is connected all the way to the end node making aeeliked connection [2]. We will only use singled
linked lists in our investigation. Below, in figure 3, isitstration of a double liked lists.

Figure 3: Double linked list: Addresses of element arknown from A to E and also from E to A.

> 4—b <> <>

TIME AND SPACE COMPLEXITY

In this section we will describe the complexity of the fivgoaithms we have chosen for this paper. There
are two types of complexity we will cover: time and spdo@e complexity is simply how long an
algorithm will take depending on the number of input elementstarations. Space complexity is how
much memory space is needed when preforming an algorithmaiedine these complexities by using
the big-oh notation [5].

There are some variations of big-oh in defining algorithmisieffcy. First we have a constant

complexity O (1) which means that an algorithm has the s@eed all the time, no matter what elements
it is working with. Second, with a linear complexity © &n algorithms’ performance increases in
proportion to the amount of input elements. Then we also hgqu® @hich the performance increases in
proportion to the square of the size of a list. Last, we laalogarithmic complexity O(log. This gives

an algorithm a performance that grows in the same waycasve of a logarithmic formula [6]. Table 1
shows the sort algorithms together with their time and spacglexities using big-oh.

Below we can see that bubble sort, selection sort and insediball have the average ofré)and

merge sort
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Algorithms | Average time Worst time Average space
Bubble 0(n2) 0(n2) 0(1)

Selection 0(nz) 0(nz2) 0(1)

Insertion 0(n2) 0(n2) 0(1)

Merge sort 0O(nlogn) O(nlogn) 0(n)
Quicksort O(nlogn) 0(nz) 0O(logn)

Table 1: Time and space complexity for the sort algorithms

and quick sort Qfogn). If we take bubble sort algorithm we know that it contains tvap$ which are
nested. This means that every value will get comparecttoaher n times, hencé. Same thing applies
for selection sort and insertion sort. When it comes toesga(1) signifies that the memory space remain
constant throughout the whole algorithm process.

For merge sort and quick sort the average time mo@{). Both algorithms divide itself into several
sub-lists until it cannot be divided any more or if the new ectkatib-list is already sorted, hence the
log(n). Then, n comparisons are needed until the whole sequencar@teed to be sorted. When it
comes to required memory space, merge sort require narathick sort. The reason for that is that
merge sort divide into more sub-lists than what quick sod.dderge sort does not start the sorting
procedure until the whole sequence is divided into sub-lists camgadnie element. Therefore, the space
is the same as the amount of elemamtQuick sort use a pivot value and sort the right side dnside

of it before the dividing occurs. Since the dividing stops wlhiesul-lists are sorted, O(layjis the
average approximation. However, in a worst case situatiospdnee required can go up ton)(same as
merge sort.

METHOD

For the experiment, we are going to use a modern UNIX sysitnan i5 4.0 GHz CPU. The test
program is constructed using the C language together with thgileo@CC. With this system we have
put up six test cases, three for each data structure.d/goemg to test three different set of numbers for
sorting. First, the program will generate random numbers torbeds Next, a reversed order will be
inserted into the data structure. Finally, it will Héefi with the same values. We hope that each one of
these test cases will give us some interesting outcome.

When the program starts, it will first generate a seeobrds and put it into an array or a list. The size of
it will be predefined before running. In this case, we hdea@ded to start with 1000 records and go up
step by step to 100000. More than that will take too much tane100000 records will be enough to see
a pattern. After the array or list has been initialiagth values the sorting can be started. Right before the
function call to a sort, a timer will start. The timetlvend when the sort algorithm finishes its execution.
When one sort algorithm is done, a new array or list is gégrbrvith the exact same set of values, before
running the next algorithm. This will be repeated until all atgbrithms has been executed.
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To get a more accurate time data, each test is rummes which gives us an average. When using
random numbers, a seed is utilized so that we can generaesambers every time we run the test.

Each iteration receives a new random seed from a predefirrgg so even if we run the same test many
times, the results are about the same. We also waatablb to verify that the sorting is done correctly.
This is done by a function that searches through the wholetdattuge to see if the sorting has been
done correctly. The implementation for sorting a linked list an array has one important difference.
When sorting an array, a lot of comparisons are made aachéthing needs to change place, a swapping
of data is occurred. A linked list is a

little different when it comes to swapping. Since a recomlinked list points to the next record, all it's
needed to do is swapping the pointers, and not the data itsislidifference might be important to keep
in mind.

EXPERIMENT

Here we will present our tests and see how the sort dlg@wiperform depending on the data structure
and the contents of them. We then try to decipher thet i@sdisee if we get expected or some
unexpected outcome. This section is divided into two parts ama linked list. All time cost presented
in tables are measured in seconds.

Table 2: Time cost for arrays with random elements
#$ % | & g (" ) * $+

Bssbz!

First off, we use arrays as a data structure. Table 2sstimnfirst results when using random generated
numbers.

First, we notice all sort algorithm is close to each ottegn handling small amount of data. It is first
when we reach above 20000 it starts to get noticeably diffd@ahble sort is, as expected, slowest of
them all, followed by insertion sort and selection sort which hothpretty close to each other. At the
bottom, both merge sort and quick sort are running neck in neck.we can see that quick sort is faster
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when sorting records fewer than 50000. For larger arrays, matge the quicker one.

Next, we run a test with revered sorted list. You carirs&ble 3 the result of that test.

If we run the same tests, but with arrays containing asedeorder from the beginning, we can see that
in almost all cases, sorting records in a reversed asdgightly faster. Only insertion sort takes a little
more time. The reason is that the insertion algorithmssgarthe first value and steps through each value

from the beginning to the end in the first iteration. Nextation, the algorithm starts at the second value
and walks to the end, and so on. Since

Table 3: Time cost for arrays with values in reversed orde
#3 % | & e (" ) * $+

all values are in the wrong location, every value neelle ®wapped in all steps and in every iteration.
Because of this procedure, this algorithm takes more tifieish.

For the last test on arrays, we insert the same numbdr fecards, to see how the algorithms handle
arrays with identical values. The result is displayethbte 4.

Table 4: Time cost for arrays with the same values
#$ % | &! U ) * $+

In this test, we can see some changes. Insertion sostrtake or less zero seconds to complete, because
during its first iteration, it cannot find any new location &ny of the records in the array. If we continue
to quick sort, we can see that the algorithm has a harchamele this test. Even if all records are sorted,
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quick sort still checks every record trying to find a locatmswap. The nature of the algorithm simply
cannot handle a set of records that are already sorted. &efoest of the algorithms, they perform a
little faster than all the previous tests.

Mjolfe!mljtu!
We have now tested to sort arrays with the five allgors. Next up is to use single linked list. Table 5

shows how the first test with random numbers resulted.

Table 5: Time cost for linked list with random numbers
#$ % | & g (" ) *1 $+

Comparing to table 2 one can witness that sorting random nuimtséngjle linked list is slightly faster
than sorting arrays. As mentioned in Section 5, linkedlbss not swap their values. What is swapped
instead is what the record in the list points to. This procetdies less time than just plain swapping the
data. Another thing to take notice on is that selection stasisr than insertion sort. With arrays, it is the
other way around. The reason is the same here for selelgaritran as the other algorithms, but
selection sort takes more advantage of just swapping pointiees than data.

Table 6: Time cost for linked list with values in reversd order
#$ % | & g (" ) *1 $+

ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

Table 6 shows the time costs for single linked list witta dia reversed order. What can be seen here is
that both insertion sort and selection sort have an almostddktite. It took some time to figure out
why, but after inserting an iteration counter, we could sdebtita algorithms perform same amount of
loops. Since the records are in reversed order both algorisionp@form same amount of pointer
swapping. We can also see that quick sort is very slow, /oerer than bubble sort. One may wonder
why bubble sort, one of the slowest sort algorithms, is faster quick sort. Quick sort use a pivot to
build two lists of elements, one for elements lower thaot@wnd one for elements higher than pivot.
Since the order of elements is reversed, the amountwfiens to receive lower and higher elements
and sort them, takes longer time due to the impact of many néedgtbns and recursions.

Table 7: Time cost for linked list with the samevalues
#$ % | &! g (" ) *1 $+

Our last test use single linked list with data that has#me values. In table 7 we can see that once again
both insertion and selection sort have nearly the same timeeeXplanation is the same as above. Quick
sort is also very slow here as well. It is not as sdeewhen the elements are in reversed order, but it is
still slower than bubble sort. The explanation is similar, bthiscase, all picked pivot is identical
meaning that each recursion scrolls over all records eweewtithout finding any elements to swap.

CONCLUSIONS

The work above has been a deeper look into various test cadas fioost common sort algorithms with
two different data structures. Our goal was to find thetmifisient and most appropriate algorithm
depending on the situation. Together with our information about sratBme complexity, and our tests
we presented above, we can draw some conclusions whichtlaigariits the best in various situations.
After some consideration of all possible situations, we

) - %) ")

:(00& R TR G )

28¢
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

&
3 1 1'+ *&$ ! +
1&! + ($& +% $+ && (" &
&
&
| * 4
& ($
< + % $+  && ("
& +&&
& % +&& +
&
=% =1& & > &&!
1% ( 1 1
1& + +
& &
"
2(1% ! 0(00&
> && *0%$ * &
=1 & &

have table 8 above describing advantages and disadvantageshfafgeaithm. If we start with bubble
sort it is for the most time slowest of them all. If yoanva simple sort algorithm that is easy to
implement and the amount of records to sort is fewer than 1€@90pubble sort works really well. But
still, there are other simple sort algorithms thatlegtter: selection sort and insertion sort. Both are also
easy to implement and have a decent speed when dealingmall to medium sized arrays and lists.
Insertion sort is especially efficient when most of thenelets already are correctly sorted. A
disadvantage for these two is the same, dealing with |lazgd arrays or lists. However, it is not as bad
as bubble sort. If you take into account the amount of memorg $pacis required, all three sort
algorithms are a good choice since all of them have a constamamnepace (O (1)).

Then we come to the two quicker algorithms: merge sort and gaitkThese two require a little more
memory space because of the dividing and recursions. Howeuenfiitbem are very fast and efficient.
In our tests, merge is slightly faster in larger smtsi more equal when sorting smaller to medium sized
sets. Quick sort have some trouble dealing with elementarthat reversed order and elements that hold
the same values. This is, however, not a normal case wkererds are in complete reversed order, but it
is worth taking note of. Merge sort take care of these twafgpsituations with ease. Therefore,
according to our experiment, merge sort is the better digosithen hunting for better time if memory
space is not an issue.

When it comes to the comparison between data structurediffédrence is not that huge. But if you
consider a computer system with millions of running algorithithes; the differences may be noticeable.
One can say that using array or a singled linked list doe®albt matter in small cases, especially on
our test system. Since our system is quite modern and powesfdifferences may not be showing.
There may be some differences when using older systembabig for a future investigation.
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Abstract
Ecotourism development depended on the identification of challergk®pportunities and projecting
the future operation from the perspectives of different stallerml Therefore, the main objective of this
research is identifying challenges and opportunities and desghat should be done in the future for the
success full development of ecotourism in the Dida Haraeceason site of Borena National park,
Oromia Regional state, Ethiopia. The study used qualitativeadet The data were collected by using
interview, field observation, focus group meeting and secondacyment analysis. Interview was
conducted with key office personnel’s, tour operators and sellxtalcommunity representatives and
selected by using non probability sampling technique.
The destination faced/s increasing human and wildlife ainflack of marketing and promotion,
inadequate value creation and product diversification, inadequfedstiuctural stock, limited skill labor
force, limited partnership and cooperation and lack of reSg@ycand inventory challenges. Many
external and internal opportunities are also identified includitgiopia Kenya power system
interconnection project, ecotourism demand, and geographic proxwitliyKenya, presence of Bule
Hora University and many others. Based on the views adrdift stakeholders the future operation of the
destination is projected and strategic actions are forwandédling specific recommendations.

Keywords:
Destination, Dida Hara Conservation Site, Borena National Park, EcsioyiStakeholders, Site

1. Introduction
1.1. Background of the study

As one form of sustainable tourism, ecotourism describeghuaposeful travel to natural areas; to
understand the cultural and natural history of the environment; takingreatréo alter the integrity of the
ecosystem, while producing economic opportunities that make consengdtioatural resources
beneficial to local people”. Sustainability integrated in the ecotourism principle dor@mic, cultural,
social and environmental aspect. In more new sense ecotounirar developed as the concept and
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practice of community based approach for more sustainable todaseiopment. In the community
based approach of development, ecotourism guided in community cihapeearadigm (Sefrin, 2012).
Practically ecotourism activity focuses on experiencing aachieg about nature, its landscape, fauna,
flora and their habitats as well as cultural artifactsnfrthe locality. In this regard, the contribution of
ecotourism in the world travel market is very high and cditipe The UNWTO calculation shows that,
the economic contribution of ecotourism grow annually with 20%, wiki&htimes more than the average
growth of the tourism industry. This alarming growth is sdea to the increasing of environmental
awareness and interest, an increasing desire to seettial pdaces before they disappear, an increasing
dissatisfaction with “traditional” tourism destination anedcts, an increasing desire to go a novel
destination and other reasons.
In Ethiopia, ecotourism development emerged as a sustainablefdomrism. As indicated by Khan,
Ecotourism is seen as a viable option for self-sustainingstoudevelopment and tools for sustainable
long-term planning that is highly controlled if the necessaturah cultural and human resources are
available (Khan, 1997). As Paul Henze describe, the Ethiopiarsin activity always involved a
features of ecotourism (Henze, 2007
This industry does not exist and develop without problems and émtgtion. No countries develop

tourism without necessary facility and tourism products that ntiaedifference in the destination and
identification of their challenges and by identifying the dradles and consulting different stakeholders
the countries and researcher develop a future operation obuhient industry (Dabour, 2003). Like
many other developing country, Ethiopia, greatly investing itagusble form of tourism, ecotourism as
the potential and reliable economic sector (Sefrin, 2012). Inrélgiard, Ethiopia endowed with ancient
historical and cultural heritages, wild life resources, attchctive geographical sites and many others.
Due to the presence of tourism resources, the influx of tedr@in every corner of the world to Ethiopia
increases the growth and development of tourism industry (MitahdlColes, 2009).
However, the tourism products of Ethiopia in the specific datstin of the country not greatly identified
and promoted for the tourism development diversification anisadility (Sefrin, 2012). By studying
the challenges in well developed parks of the country, ecotoessablished as the sustainable option in
tourism sector. The remaining parks are not well studied atelto their challenges and what will be
operated in the future for ecotourism development.
Paul Henze added that, the Ethiopian national parks are fotimel @ementary stage of development and
their rich resources, managements and the challengdaciesl a research work(Henze. 2007). Thus,
based on these research gaps, the concern of this reseaw identify the best opportunities and
challenges of the Borena National park in specific site daPara site for Ecotourism development as
well as describe the future operational development in theBased on this major objective this research
give answer the following research questions

1. What are the best opportunities to develop ecotourism in Déda Ebnservation site of Borena

National park?
2. What are the challenges that faced/s Dida Hara conserviaganf 8orena National park to bring
ecotourism?
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3. What will be the future operation of the Dida Hamnservation site in Borena National park for
the development of ecotourism?

2. Methodology
2.1. Description of the Study Area

Borena national park is registered as the wildddactuary in Borena zone, Oromia Regional StatenF

its establishment upto1996 the sanctuary was adtaneid by National wild life conservation agency of
Ethiopia. According to the Ethiopian Wildlife andatdral History Society, the national park is lieg55
kilometers south of Addis Ababa on the Hawassa-Moyaad. The park is important for a number of
mammals and rare bird species. Endemic mammal i1 ghrk is Swayne’s Hartebeest (now it is
disappeared from the park). There are also a lendemic bird species found in this national pstére
than 280 species of birds have been recorded ofhw2 are Somali-Masai Biome species. The site
affords protection to 64% of Ethiopia’s Somali -MaBiome assemblage.

Currently Borena national park grouped in to thremservation sites. These are the following:

Dirre site: - Dirre site has include more than éhseib-site/block/ these are; Danbala Dibayu, DiodaS
/include Madacho/and Mega mountain chain to Mag#idcontains many species of animals, birds and
beautiful landscape.

Sarite site: - this site is very rich in forest amith richest in animal species and particularlyartant to
see ostrich.

Dida Hara site:-This section of the park includies following small sites. These are Ange class (it
found around 42-44 kilometers from Yabello towtrigsivery difficult to reach that place), Tabe sldis
distance is around 50-53 kilo meter from Yabellary Dida Tuyura class (it found 17 kilo metersnfro
Yabello town), Arboro class (12 kilo meter from Biduyura site which means 29 kilomers from Yabello
town). It has also includes Buya site (found aro@idkilo meters from Yabello town), Tula Wayu site
(found 20 kilometers from Serupa town and 55 kilosé&om Yabello town), Danbala Abachena (found
30 kilometers from Yabello) and Dharito found 2@okietrs from Yabello kela or 23 kilometers from
Yabello town) specific sites. It is called as feemer wild life sanctuary of Yabello. This site fisy
focus of the study.

For more clarification we can see the followingpat the former Yabello wildlife sanctuary (recent
Dida Hara conservation site and the focus of thidys
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Figure 1: former Yabello wildlife sanctuary (the recBinda Hara site) (The maps Oromia Regional State
Forest and Wildlife Enterprises office, Yabello branch effic
2.2. Data Source and Methods of Data Collection

The data for this study was collected from both primary sembndary source of data. The secondary
data was collected from published and unpublished sources. The agceadrces was collected from
the park information center, Yabello town administratiéfice, Yabelo town culture and tourism office,
selected tour guide and tour operators leaflets in Addis Ababa.

Primary data was collected though the following methods.
2.2.1. Observation

To get the reliable information and what challenges facedith, field observation was employed as one
form of data collection method. Procedurally, the dateecttin process was handled in the field by the
field guider and by the researcher observation. Geographagabing of the study location was done in
order to mark direction of the field work. In the fieltletfirst task of the researcher is selecting a field
guider by the assistance of culture and tourism office ofoive and the park warden by considering the
language knowledge of Afan Oromo language and Amharic, geograptiicgion of the area and some
academic background.

2.2.2. Interview

The interview was conducted with the key office personnelthénculture and tourism office of the
Woreda and town of Yabello, Yabello town administration offi€ark wardens, selected tour guides and
operators in Addis Ababa to understand their plan, to idetit@yopportunities and challenges and what
will be done in the future for the development of ecotouristherpark.

2.2.3. Focus group meeting
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In order to identify the community assets, management gigatecommunity assessment method was
used with interview and focus group meeting data gathering ®alticipants of the focus group meeting
were including community leaders, local business people whayerigathe business around the park,
park warden. With these stakeholders a total of 4 focus grmeiing was held. The participant of the
focus group meeting was selected purposely by considering thewlddge about the local area
resources, based on the recommendation from the culture arsintadfice of Yabello town.

2.3. Sampling Strategy

Purposive sampling strategy was used to get a sample frolmctdlecommunity, tour operators and key
office personnel’s. To select the tour operators and tour gpigip®sive sampling technique was used.
The researcher purposely selects the tour operators and tous §uoiceAddis Ababa by visiting their
web page/site by considering their itinerary, which inclideBorena national park. At the same time, the
samples from the local community will be selected purposiBaged on the purposeful selection method
a total of 27 interviewees were contacted from the localnmamnity, culture and tourism head officers,
tour guides and tour operators, park wardens.

3. Results and discussion
3.1. Opportunities for Ecotourism Development in Dida Hara Consev&ite

This study identifies the challenges and opportunities for ecotoudiswelopment in Dida Hara
conservation site. The interviewed local communitiey, ¢&iice personals, personal observation by the
researcher and selected tour operators identified the lggadtiche for ecotourism development as well
as the best opportunities in the national park. However beforgggde major challenges of park site for
the ecotourism development, the researcher presents the major opiesrfoniecotourism development
in this site.

3.1.1. The Country Image as the Developing Country

For a long period of time, Ethiopia considered as the country of dranghtamine. These past images of
the country are also considered as a bad news and have itspagt on the country image. However, in
recent time Ethiopian government and the Ethiopian Diasporas ngotkwards the bad image of
Ethiopia. Because of the changing image and the country’s contirecmmomic growth the world
populations want to know more about Ethiopia. Due to these and b#maying paradigm of the country
tourism industry also increased in alarming rate. In retuese external opportunities are give the way
for the development of tourism in this destination, Didaaiconservation site. By understanding these
opportunities the number of visitors increased from time rtee tfrom abroad and domestically. This
growing interests and numbers of visitors have big opporturitieshe development of tourism in
different destinations of Ethiopia in general and Dida Haraerwaton site in particular.

3.1.2. The Government Emphases for Tourism Sector Development

For a long period of time tourism industry and its impact on the ecgnatural environment and social
life of the country has been neglected. This over all gegtie of the industry long time results the

29t
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

underdevelopment of diversified natural , cultural and historozaism resources and the largest number
of world heritage sites in Africa receives only about lkathillion tourists per a year put Ethiopia as the
lowest record of tourist recipient country in Africa. Howewveently Ethiopian government at federal,

regional, and local level is giving due emphasis fortblueism development in all type.

In addition to these, the government of Ethiopia has been eoimgjdtourism as poverty alleviation
devises and put it in the Growth and Transformation Plan.derdo strength the tourism sector by the
beginning of 2014, the Federal Democratic Government of Ethiohlissted two organs, the Tourism
Transformation Council and the Ethiopian Tourism Organizatior.f@tmer provides leadership and set
guidelines for the country’s tourism marketing initiatives while tater serves as a secretariat for the
former. These two new offices are tasked to transforminihestry as the country aims to earn around
US$150 million in 2014/15 from the sector. In the same manner, ithistiy of Culture and Tourism has
a vision to make Ethiopia one of the top five tourist destinatiorZ0B9 (Elias Kebede, 2014). In general
the overall responsibility of these winds of the government ama@ing tourism resources of Ethiopia,
ensuring the standardization of tourism services in ternguality and variety in different destinations,
optimization of the impacts of tourism on the country’s economgssim contribute for the alleviation of
poverty. This will have its own direct and indirect impaat the ecotourism development of the study
area, Dida Hara conservation site. Besides these gengrvhbses from the center, the government gives
good attention for the development and advancement of potentialntodastination especially the
southern part of the country, most suitable part of the cofmtrycotourism development. As explained
in the Tourism development Policy of Ethiopia which issued in 2@@dtification and development of
new tourism destination throughout the country will be one of theypdirections.

3.1.3. Growing Awareness Level of Local Communities Towards ToubB&wvelopment

As indicated by one of the interviewed respondent, In addition tce damming, natural resources
exploitation and majorly animal raring, because of differevdraness campaign by the government of
Ethiopia at all levels through television, radio, public rmggt and sometimes awareness creation tailored
meetings with communities living adjacent to the parksssdnd other tourist destination areas, the
awareness level of local communities about tourism developmergasing level. More importantly
communities are positive and show some commitment to partcipatourism development and
biodiversity. However, it needs more work for the future tsimgi and building capacity for the local
communities by different concerned stakeholders such asathkenganagement, Bule Hora University,
Oromia Forest and Wild Life Enterprise, NGOs, etc.

3.1.4. The Presence of Bule Hora University

The culture and tourism office, Oromia Forest and wild difgéerprise office of Borena zone are more

enthusiastic by the presence of the university because they poirttdaat the university may considered

as a marketing and promotion weapon as well as the center afate$er the development of the park.
3.1.5. Geographic proximity with Kenya

The geographical proximity with Kenya country has a fervent opporttoritgcotourism development of
the site in different ways. The first thing is, if Ethiapiorked towards the conservation of the site the
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wildlife’'s and other ecotourism products migrated to Ethiopid aonsidered as the major tourism
resources and also it creates the site as a competitstmat®on with that of Kenyan ecotourism
destination, a country well known by ecotourism destinationcgespewild life viewing.

3.1.6. Ecotourism Demand (Internationally and Domestically)

The report of World Tourism Organization (UNWTO) indicatédt, the development of ecotourism is
unparallel because of its effort for environmental conservatidriacal community benefit. In Ethiopian
context, the government of Ethiopia and wild life conservatiothaity work towards for the
development of ecotourism in community based way. Theref@renttreasing demand of ecotourism
development internationally and nationally has a marvelous oppyrtion future development of
ecotourism development in this ecotourism potential site.

3.1.7. Rich Ecotourism Resources

Being endowed with rich biological, natural and cultural resatte study area has a huge potential for
ecotourism development. The park sites are endowed with mare28ta bird species. Among these
species four (4) are Endemic and endangered and more than 40amapenies with the more
undiscovered resources. Culturally the local communities &kseerich with indigenous knowledge and
cultural practices and have a value to be important ecotovesmarces.

3.1.8. Growing Infrastructural and Facilities Development

Interview was conducted with the head of Culture and TourisfitedfOromia Forest and Wild Life
enterprise regarding to the infrastructure and facilggtablishment in the study area. Those interviewed
personnel’s confirmed that with the challenges of establidhatges within the site and trail routs there is
some effort to develop the park infrastructure by Oromia RegiStaie. The Regional State worked
towards the development of infrastructure in the three Nadtlaiks of the region i.e. Borena National
Park, Datie Wollele National Park and Arsi Bale NationakPBesides the regional state effort there is a
growing private investment in Hotel and Pension construction ibeli@ town. Therefore, the
increasing interests of Oromia Regional State and invest@stablish different facilities, infrastructures,
hotels and pensions could be an opportunity for the development of esmtauthe site.

3.1.9. Ethiopia Kenya Power System Interconnection Project

It was the bilateral agreement sign between Ethiopiakemya to work cooperatively towards power
generation, transmission and rural electrification on Ma&3006. The feasibility study completed in 2009
and actually operated since then from Wolayaita Sodo libjit and Suswa in Kenya stretched 1045
kilometers (433 kilo meter within Ethiopia and 612 kilo metdthiw Kenya). This power system
interconnection has a positive outcome for the places thaegakrough including Yabello Woreda
(Ethiopia Kenya Power System Interconnection Project, 2011). Howav is known that any
development projects have some negative impact on the biotjvensi distraction of species which live
within the protected areas. Therefore, the project needsrtsider the possible negative impact on this
site and increase the positive impact by being responsimstor.

3.2. Challenges for Ecotourism Development in the Site
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The interviewees pointed out a lot of challenges for ecotoudsmelopment within the site. The
researcher summarizes these challenges and descebeadhordingly.
3.2.1. Increase in Human-Wildlife/plants use Conflicts

As the interviewed respondents indicated that, while they admeost the majority of the local
communities are depended on the pastoralism and agro-pastoealisromic activity to support their
livelihood, they have a conflicting interest on the naturadueses. Therefore to support their daily live
the local community encroach the park. Due to this the looaimunities and the wildlife’s are in
conflict. This is also another bottleneck for ecotourism developraadt management within the
destination. The research conducted by Chane and Yohannes (2014) alsottsthgwesence of this
challenge is one of the impeding factors for biodiversity coagi®n and ecotourism development within
the site. Thus, for the development of ecotourism in thisragiin this challenge will continue unless it
minimized through awareness creation, partnership and cooperditiersification of livelihood option
of the local as well as other different mechanisms.

Beyond the capacity of the Culture and tourism office dtagebeyond the local community’s effort
there is also one great challenge in the park destineg¢iothe presence of animal ranch with in the park
at Dida Tuyura site. The ranch was established in ordaetd the animal of pastoralists as a role model
long before the establishment of the park. As one of the heam affterviewee indicated that, the
presence of the ranch creates a strong conflict of siteetween the wildlife and animals especially for
fodder. He added that, basically it is legally prohibitedetside within and graze the nationally register
park but it is impossible for us to overcome this problem throilgbagion, reallocation the ranch from
the park... it needs the central government intervention and vasarsilent for that.

The human and plants use also in conflict. As found from thevietethe local communities sometimes
led their life by using the direct plant products like charemal fire wood. Because of this need the local
communities’ cut down the trees and use the resources asgbehdime use and for selling in the market
for their livelihood purpose. As one employee of the culture andgstowffice of the Woreda pointed out,
we all buy charcoal from the local communities for our home..deereduce this challenge of
environmental distraction we work on towards awareness creptggram towards the importance of
environmental conservation work... even it is important to prohibkiuy the forest products from the
local to stop the cutting of trees. As he explained this taleg long times and strong commitment from
the local up to the central government even from the buying corties like me he said.  Therefore, it
is mandatory to conserve the environment for the future develoh#m ecotourism in the destination
and the total conservation of the natural environment. Weemathe figure below to see how much the
natural environment is distracted for different purpose by the loscaimunities. It may need an
immediate action from the concerned stakeholders.
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Figure 2: Environmental destruction (Photo takenhgyresearcher, 2016)
3.2.2. Lack of Marketing and Promotion

By its nature tourism is a competitive industry.efiéfore it requires a better organized and planned
marketing strategy to win. But, for Dida Hara cans#ion site the issue of marketing and promot®n i
almost non existence and create a great hindramcedotourism development in the park. All the
respondents are totally shared the lack or evetothéabsence of promotional work for the develepin

of ecotourism in the sites.
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Figure 3: Sign post and information center of Ferrivabello wild life sanctuary (present Dida Hara
conservation site)
3.2.3. Limited Value Creation and Product Diversification

Even the destination is rich in both natural anliucal products; there is a limited product divécsition
and value creation to the visitors for satisfactaom learning experiences. This is also determitiieg
length of stay of the visitors.

3.2.4. Inadequate Infrastructural Stock

Besides the tourism products/resources, accomnuodgcilities/ hospitality industry; infrastructuesd
facilities are the major ingredient for ecotouridevelopment for one destination. The implementadion
successful ecotourism depends on the presenceiofisanfrastructural stock including transportteys,
peace and security, telecommunication and otheos. ida Hara conservation site, problem of
infrastructure is the great obstacle for the eawsau development especially water, sanitation, ppwe
telecommunication and absence of air transportsaver problems for ecotourism development in the
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study area. The problem is not only quantity but also a quaditeisThis constraint is more severe for
ecotourism destinations development of Dida Hara conservaten d$ftven few existing infrastructures
are usually deteriorated and in most cases near collapsmeA®ur operator explained that “due to the
lack of road access within the site, all most the mgjaoit the site products are inaccessible and
extremely difficult for us to promote and include the site initioerary plan” (Interview, February 22,
2016). The interviewee added that “because of the total abstneger provision, sanitary condition and
telecommunication in the extreme point of the site evehenentrance we cannot take our customers to
the extreme point to explore more ... because of these challdregether challenges also emanated i.e.
the issues of safety and security”

3.2.5. Limited Skilled Labor to Manage Ecotourism in the Destination

The first need for ecotourism development for one destin&igpecific professional specialization that
will help for the adaptation of local skills, culture andunal resources to the construction and supply of
tourism resources and products. As a matter of fact, the uarglisingle distinguishing characteristics of
ecotourism from other form of tourism is; its emphases on thea@édoal experience enjoyed by the
customers. The educational experience for ecotourism is als@réd by skilled personnel within the
industry (Scheyens, 1999). However the issue of skilled hunten ia in contrary with this fact in the
case of Dida Hara site. As found from the interview fhggor bottleneck for the development of
ecotourism within this site is unskilled human labor to manageoarism in the destination. As one
interviewee pointed and explained that “knowledge about the todeseiopment by all the stakeholders
is important for the development of ecotourism with common obgecti. but in our case many
employees had not sufficient skill and knowledge in the profesdienotourism” (interview, February14,
2016). Another interviewee added that “...to be tell you frankly intown and the surrounding there are
a lot of NGOs with some training and capacity building progesmecially in wildlife management and
natural resource conservation... but they had do nothing for tourism dewglbpmven in their
capability building program in the areas of natural resounoservation and wild life management; they
have limited support and commitment to interconnect the programse..#mek other lack of capacity
building program by the concerned stakeholders exacerbated otilerprof limited work force for the
development of ecotourism” (interview, Februaryl14, 2016).

The challenge of limited skill labor is not confined in theaeffout also it is a great problem in the hotels,
pensions and restaurants in the town. It is obvious that sel®iicering sectors especially the hospitality
establishments are the vital component of ecotourism developBerduse of this significance, there is
some hospitality establishments are found Yabello town. Howthey, faced challenges and skilled
human labor to deliver the service. As one intervieweglamed that “if we think rationally, our
hospitality establishments worker join the industry without &ilf and customer handling techniques
and even have no skill of communications during the servicededgliv. “As a matter of chance,
because of the absence of eco lodges in the site of thehgaduésts rest in Yabello town and always
complain about the service and the skill of the employeesha interviewee added.

Because of the lack of skilled human labor force visitor mamagt system also emerged as the one
challenge. As one office head in the culture and tourisioeoéixplained that “even the number of visitor

301
ISSN 2076-9202



International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

of our sites is small but the improper and management skileoas the sites environment is destructed
because there is no small negative impact every snat@ism practices cause a negative impact”.
3.2.6. Limited Partnership and Cooperation among Different Stakeholders

Almost every interviewed respondent noted there is a danieffort of forming partnership and
cooperation for the development of ecotourism and resources coitser&milarly, they noted that the
great significance of involving and cooperating for ecotourdgwelopment through promoting the
balanced objectives and the achievement of objectives throughilihing of varied skills. Beyond the
challenges of partnership and cooperation sometimes thernsoisaa overlapping role of different
managing authority also happened. Therefore, by understandingnifecance of forming partnership
and cooperation among different stakeholders it is recommdndiedm public-private partnership for
effective and efficient development of ecotourism in the stugya. The cooperation and partnership
problem is also seen from the federal, regional culturet@mism office. For example, when we search
Borena national park from internet we cannot get any irdtion. Culture and tourism minister know
and call Dida Hara conservation site. At the same titieiopian Wild life Authority not aware on the
changed name of Borena National park. All these Authoritiekiding the academicians have no
information only Oromia Regional State forest and wild lifiéegprise call it as Borena National Park.
3.2.7. Lack of Researching and Resource Inventory

As found from the interview, the resources and tourism productheofstudy area are not almost
researched and indentified with their explanation forngtage conservation and tourism development.
If the heritage resources are not interpreted and identifieal deep and explanatory way it is very
difficult for ecotourism development.

3.3. Strategies for Developing Ecotourism in Dida Hara Consenvaite

For any development of business strategy, the ideas acdrnhéution of stakeholders has a great value.
In more recent development paradigm the local communities prépeis@wn strategy and give license
to operate a business (Velentzas and Bron, 2010). Thereforesdacher was collect and uses the word,
strategy and possible action that were forwarded by the respenaerdtrategic framework for this
research. To develop and identify different strategiespmsdible suggestion from different stakeholders
for what will be done in the future varieties of strategieere identified from focus group discussions,
interview with the local communities and the key officespanel's. The researcher presents these
future strategies for ecotourism development.

3.3.1. Natural and Cultural Resource Management

In recent time ecotourism used for the conservation and enhantemnatural resources because the
basic rationally behind ecotourism development is conservatiomatfral resources and generating
benefit from such resources. Almost 90 % of the ecotourism pdéi@ida Hara conservation site are
natural resources; therefore it is mandatory to manage tia¢seal resources in the sustainable manner.
The following necessary actions are forwarded by the responderitseefimplementation of natural and
cultural resource management.
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Necessary actions:
Develop and facilitate collaboration and partnership alttstakeholders to maintain monitoring
and controlling illegal activities towards the natural resesr
Identify the weaknesses and strengths of the local commuaoitsards natural resource
conservation and working towards the weakness and further streagitréngths.
Develop information dissemination activities on naturabueses conservation to all stakeholders
especial for the local communities.
Develop the awareness level of the local communities and gupiplorule and regulation.
In line with biodiversity conservation in the site, it isamdatory to survey all the cultural
resources which are practiced and produced by the local comnieaidyise these resources are
the sources of community proud for maintaining their tradition, enbgs knowledge and art,
especially Gada system.
Develop a discussion forum with the local communitiesddéoelop the cultural resources for
ecotourism development support. It will be conducted by the Cultwracamism office of the
town, the Wordas and the Zone.

3.3.2. Networking

For the success full development of ecotourism; networking whkralestinations, which are found
around the destination is crucial strategy. By understandengrtsblem of cooperation and networking of
Dida Hara conservation site with other destinations, theareker and the participants forwarded a
strategy of networking with the nearby tourism sites of Konsba#ich and its rich national parks, Bale
national park and other developed and developing ecotourism Sitese these destinations are
geographically connected with Dida Hara conservation site,wilepe a new potential market sources
for Dida Hara conservation site. Basically, the main objeatf ecotourism development for the tourism
destination is conserving the natural and cultural environmeititsmore benefit to the local through
prolonging the length of stay of the visitors and learning expegie  Therefore, to achieve this wind of
change for ecotourism development creating network with othestinaion is the best strategy. The
following necessary actions are identified by the responderitsvilhdbe important issues for networking
strategy.
Necessary actions:

Information exchange with the nearby destination throughelsaftelephone and experience

sharing training

Establishing internal relation office in the Culture awdrism office which working toward

networking practice

3.3.3. Enforcement

Enforcement will be an important strategy for ecotourism ldgweent in the site. The enforcement will
important for the cooperation and enforcement of the rule andategufor better achievement by the
highest authority. The following necessary actions willrhpartant for the enforcements strategy which
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outlined by the respondents.
Establish clear boundary demarcation of the site.
Enforce the government institutions and the local communities on bourt#anarcation
regulations by the central and regional state culture andstowifice, environment conservation
authority.
Develop a program for monitoring and reporting procedures andrgksaand responsibilities of
key stakeholders and support with necessary action of power emient.
3.3.4. Financial support

As identified by the key office personnel’s, finance/ latkinance is one of the challenge for ecotourism
development in the park especially for constructing walkingktreaurist information centre and other
necessary facilities and infrastructures, giving trainifigerefore in order to illuminate these challenges,
the following action of strategies was forwarded. Devebopposal for funding agencies and Non
Governmental Organization for financial support for ecotourisnveldpment facilities and
infrastructures by culture and tourism office of the Town, Woeestththe Zone.

3.3.5. Ecotourism Marketing and Promotion

As indicated above in competitors section of this paper, thie tiang for the development of ecotourism
in Dida Hara conservation site of Borena Park is marketnmgparomotional work. Therefore, by taking
in to account the products and experiences of its competitovl be important to promote and market
Dida Hara conservation site. On the other hand it isialportant to know rather directly competing with
already developed ecotourism destinations, Dida Hara a@tger site should complement the current
situation by providing unique and different experience to thosendéens. In order to market and
promote Dida Hara conservation site the visitors survey resek to be considered to understand the
interest and motivation of the visitors. Therefore, based @emidwrket demand analysis result, interview
and focus group meeting information for marketing tool the followiagessary actions are forwarded
and suggested. Recognize the key role of private sectandsssss. As it indicated above ecotourism
is/will not be develop without cooperation and partnership witferdifit stakeholders. Fostering and
working with private sector operations, encouraging and helping tleermetet a combination of
commercial, social and environmental objectives, has praved 1 sound strategy. Park web pages and
Social media, Face book and other social media are alsiedcheBranding the destination also strongly
needed to develop the unique characteristics of the déstinafThese initiatives organized by the
culture and tourism office/ Oromia forest and wild life entsgorlt is important to strengthen links
between private operators and local communities.

3.3.6. Education and Capacity Building/Human Resource Development

As a matter of fact, ecotourism will not be successfuhmit effective management (Boo, 1993).
Therefore, adequate institutional arrangements and adminetrabmmitments are necessary for
effective management. And, Capacity building programs ang aleso necessary tool for effective and
efficient management of ecotourism development. For thitemtne following specific actions will be
important tools.

304
ISSN 2076-9202



International Journal of Information, Business dehagement, Vol. 9, No.1, 2017

Necessary Actions:
Awareness raising program on ecotourism and conservation of liote mad cultures are given
for the local community and office personnel’s.
Conduct regular meeting with different stakeholders to disseenimafiormation’s about
ecotourism impact, concept of supply and demand factors affedtinge success and
significances.
Work towards and assist development agencies and bureaus indhadiem@nd commerce office
to integrate ecotourism as one part of their plan.
Produce educational tools on natural resource management arouadkthe p
Awareness raising program to the local community concerning eimtportance of protection
and conservation of the site resources.
Hospitality industry owners and employees will get trainingtiea concern of hygiene and
sanitation, necessary language, customer handling techniquetlad service management
concepts.
3.3.7. Zoning of the Park Areas

In tourism sense, zoning is the division of a site into a nurobelifferent sectors, or zones, for the
purpose of distributing different types of use or non-use (i.etegtion) in the most appropriate places
(Fennell, 2003). Therefore, based on the researcher obseraatiosuggestion from the interviewed
respondents, the researcher develops the necessary aaomingf in the following manner.
Necessary Actions:
Identify and survey the sites in order to determine the mamagfeobjectives and prioritize the objectives
by culture and tourism office in collaboration with the concemesgarchers, geographers, Geographic
Information System (GIS) experts, ecotourism development congjltaxeal community members,
NGOs and environmentalist is needed. Based on the surudy gaality and variety of the natural and
cultural resources degree of alteration they have suffarebthe types of use that have been planned and
separated geographically. Under this action the following speeiftions are forwarded by the
respondents and the researcher:

The abundance and density of unique, endangered, endemic spdaeaythee important for the

zone should be noted.

Evidence of human impact will be identified.

The scenic beauty of each zone will be noted.

The distance for human habitation and park area will be igshtif

The sorts of human mobility within the zones will be marked.

The kind of norms which is important for the zone managementhandsitors will be noted and

for warded for the visitors as well as for the managemeiueoff

The type of equipments, degree of autonomy for the visitors, kimfraktructures and facilities

development will be permitted and any other administrativeessill be developed.

3.3.8. Organizing Naturalist Guide
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As found from interview with the tour operators and key officesgamel’s and some visitors comment;
there is a lack of naturalist guide in the park to interpegtiral and cultural tourism resources for the
visitors. To make ecotourism is effective in the destimatinaturalist local guides are the heart of
development. Therefore, the following strategic actionsfanearded to organize the local naturalist
guides.
Necessary Actions:
Detail explanations of the resources and tourism products of tkemihbe clearly written and
organized. It may incorporate information and orientation aboutswurces and products, rules
and regulations, special activities within the park, Idlceh and fauna types, ecological processes
the resources, management issues (how they are managedetla# alteration..) and the cultural
historic evolution of the area in short.
Interpretive material should be easily accessible fovigitors as well as may found in the offices
of the town, it is must the information is accurate andoerage responsible behavior and an
ongoing interest in the environment and conservation afteighe v
The existed few “naturalist guide” and experts will gairting.
The local naturalist guide monitor and interpret the resourmepm@ducts for the visitor.
The naturalist guide will work within the park office reglyaaind have update information.
Need to know the current scenario of travel industry andnéexl of travelers from different
corner of the world.
3.3.9. Preparation of Trail Routs, Signpost and Camping Sites iDélséination

Besides their power as a marketing and information tools ptépaend nailing/posting signs in the park
area is important to manage visitors. As indicated ablmwé¢otal absence of trial routs, camping sites and
unrepresentative sign post create a spoiled image for steaten. Because of the following necessary
actions are forwarded by the culture and tourism office éxp@éd tour operators

Satellite based camp sites developments will be needed

Identification and developing of a road network inside the pdttes developed

Trail creation, signage and naming with new campsitiecteiarly stated

Development of off-road spots for viewing wildlife

Establish and put clear sign post at the entrance of thenalesti and in some important view

points.

4. Conclusion and Recommendations

4.1. Conclusion

This study describes the opportunities, challenges and the profpeetotourism development in the
destination of Dida Hara conservation site of Borena Ndtidagk, Oromia Regional State, Ethiopia.
Interview and focus group discussion was conducted with tour operasorel agents, local community
representatives and key office personnel’s to further idealifflenges and how to do ecotourism in the
destination for the future development. The result obtainea these methods affirmed that the local
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communities possess huge cultural ecotourism resources armcahedmmunity has a proud to show
these resources for the visitors and have a potential to gertbernatural and cultural tourism resources.
More importantly, besides the resources power to attracdbiurists the resources have a potential to
bring different stakeholders together for the nature and cudturgervation.
The major challenges which listed out by the intervieweelsfacus group discussants and identified by
the researcher personal observation and document analysiscaease in human-wildlife conflicts,
lack of marketing and promotion, limited value creation and ptodlicersification, inadequate
infrastructural stock, limited Skilled labor to manage ecasour limited partnership and cooperation
among different stakeholders, lack of researching and resoueatany, absence of signpost, trial routs
and walking tracks. Besides these challenges for ecotoursmloppment, the best opportunities for
ecotourism development in the destination are also listedbpuhe interviewees and focus group
discussants. Among these opportunities image of Ethiopia as éoplegeCountry, the government
emphases for tourism sector development, growing awarenessfléaehl communities towards tourism
development and conservation of resources, the presence af@aldJniversity, geographic proximity
with Kenya, ecotourism demand (Internationally and Domestj¢ailsh ecotourism resources, growing
infrastructural and facilities development and Ethiopia Kenyad? System Interconnection Project are
the major one.
For the future operation of the destination as a major ecstoutestination; focus group discussants,
interview participants and personal observation showed the idirebly indicating the necessary
strategies and actions. Among these the following are prelsensgural and cultural resource
management, networking, enforcement, financial support, ecotoumsrketing and promotion,
education and capacity building/human resource development, zonitfte gbark areas, organizing
naturalist guide, preparation of trail routs, signpost and cangitieg)in the destination.
4.2. Recommendations
To develop the site and the resources as the splendid ecotdessimation local guide with best
interpretation especially to the plants, animals and lodalireustrongly needed and should be
fulfilled.
Financial resources need for the provision of food and drinking setvithe visitors, training will
be required in food preparation, language, first aid and ifeildind vegetation knowledge and
guiding.
For the sustainability ecotourism development, potential itspacluding the disturbance of wild
lives (human wild life conflict), pollution, fire and natlreesources distraction and species
declining should be controlled and minimized.
As it found from the local communities, observation and intervié tie key office personnel’s,
the local communities livelihood depend on majorly on livestageding and almost depended
on the natural resources of the area. Therefore, theregpassbility of an increasing natural
resources distraction and human wild life conflict. Thushdauld be to balance the livelihood and
the natural resource through income diversification of the looaimunity, visitor management
system and preparing management plan for the site.
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In order to increase the length of the stay of the visaotssatisfy their needs and wants product
development within the site should be implemented.

The map of the area, which delineating the trek and poirnibtefest, resting areas, lodging
location, view points for the facilitation of visitors wileed to be build in organized way.
Marketing and promotional work should be used as an important instrdorehe development
of ecotourism within the destination through different medituling leaflets, electronic Medias.
As a marketing and promotional tools branding, opening web pageeadbdok address of the
destination should be implemented and update the informategisarly.

Strong partnership and cooperation work need to be improveddiffigihent stakeholders (local
community, Zonal offices, Woreda Offices, Regional Stategawreith the competing destination,
NGO and etc).

Regular and continuous Research should be developed

Finally, it is strongly recommend that the strategies armbswary actions that roses by the
research work participants and identified by the researcbhservational work are respected and
put in to action and implementation for the development of edstoum the Dida Hara
destination.
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