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Letter from the Editor

On behalf of the Staff and the IBFR, I welcome you to South Padre Island and the 2007 Global
Conference on Business and Finance. We hope you have a productive conference and enjoy your
time in Texas. If we can be of any assistance to you during your time in South Padre Island
please do not hesitate to contact us.

We all know that college professors must balance their teaching, research, and service
obligations. Finding the right forum to share and obtain feedback on our research, new teaching
techniques, and innovative administrative processes can be challenging at times. The Institute for
Business and Finance Research was created to facilitate your work by providing an environment
conducive to knowledge and experience sharing. We encourage the academic community to come
and share their work at our conferences and Journals. We welcome articles which are of interest
to scholars and practitioners in all the fields of business, economics and related fields.

The 2007 South Padre Island GCBF represents a long term commitment to bring individuals from
around the world together to share their ideas and promote research on business and finance. The
response to the conference has been outstanding. We wish to thank you for selecting the GCBF
as your research outlet. We also wish to thank the many people that have contributed to making
the conference a success. We are delighted to report that the conference is truly a global
conference. We have participants from all corners of the globe at this Academic Conference.
These individuals come from a variety of high quality institutions and will present work on a
broad mix of academic issues.

We are proud to announce two upcoming conferences. Our next conference we will be held in
Costa Rica. Our second GCBF Costa Rica will be held at the newly remodeled Ramada Plaza
Herradura Hotel and Convention Center, May 23-26 2007. The dates and location of the second
GCBF United States conference will be announced in the near future. We hope that you are able
to join us at these future conferences.

We hope you take the time to enjoy the hotel facilities as well as to take in the South Padre
Island. South Padre Island is truly a splendid area with much to offer. We recognize that in
addition to presenting research and participating in the conference activities, it is also important
to relax and rejuvenate yourself. Have some fun! You deserve it! We hope that you will go
home refreshed and with a sense of accomplishment.

Warmest Regards,

Mencedes Jalbert

Managing Editor
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Carta del Editor

El Instituto y su personal les da la bienvenidos a South Padre y al 2007 South Padre Global
Conference on Business and Finance Esperamos que su participacion sea productiva y que
disfruten South Padre Island.

Todo profesor de educacion superior debe encontrar un balance entre su rol como educador,
investigador y como servidor a su comunidad y su universidad. Encontrar un foro donde podamos
compartir y obtener retroalimentacion sobre nuestra investigacion, nuevas técnicas de educacion,
procesos administrativos innovadores es retador. El Institute for Business and Finance Research
(IBFR) fue creado para facilitar el trabajo del profesional en educacion superior, profesional del
sector publicos y profesional del sector privado al crear una plataforma global conducente al
enriquecimiento de nuestro conocimiento a través de:

1. La exposicion de trabajos investigativos en todas las areas académicas de las
ciencias administrativas, ciencias econémicas, financieras, etc.;

2. La exploracion de nuevos avances tecnoldgicos, teoricos, pedagogicos;

3. El intercambio de conocimiento en una plataforma verdaderamente global.

El Congreso South Padre 2007 GCBF representa un compromiso a larga plazo para unir a
nuestros colegas de todos los continentes en nuestros congresos y compartir nuestras ideas,
investigacién y cultura en una plataforma bilingiie. Deseamos agradecer su participar, la cual
hace realidad nuestro objetivos; el realizar un Congreso realmente Global con participacion de
educadores de todos partes del mundo.

Con gran alegria anunciamos nuestros proximos Congresos en el Hotel Ramada Plaza Herradura
y Centro de Convenciones, San Jose Costa Rica del 23 al 26 de Mayo, 2007. Nuestro Evento
Académico para los Estados Unidos en el 2008 serd anunciado proximamente. Serd un placer el
contar con su participacion nuevamente.

Deseamos que disfruten su estancia en el Hotel Sheraton South Padre y que tengan la oportunidad
de explorar South Padre. Sabemos que ademas de exponer sus trabajos, es también importante
tomar tiempo para relajarse, rejuvenecerse y conocer sobre otras culturas, tradiciones, etc.
Diviértase, disfrute, usted lo merece. Esperamos que al regresar a sus hogares e Instituciones se
sientan rejuvenecidos y satisfechos con sus alcances y aprendizaje durante el Congreso.

Estamos para asistir durante el congreso y el futuro.

Saludos Cordiales

Mencedes Jalbert

Managing Editor
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ASSESSING LABOR MARKET INEFFICIENCY IN
POLAND: PRELIMINARY RESULTS FROM THE
STOCHASTIC WAGE FRONTIER ANALYSIS

Vera Adamchik, University of Houston-Victoria
Arthur King, Lehigh University-Bethlehem

ABSTRACT

In this paper we apply a stochastic frontier approach in order to analyze labor market
inefficiency in a transition economy and a new entrant to the EU -- Poland. Our findings indicate
that the degree of underpayment among the full-time hired Polish workers was about 14 percent.
The fact that, on average, workers realize 86 percent of their potential earnings implies
inefficiency in acquiring and processing job market information and results in a loss of output.
Our attempt to identify the determinants of wage inefficiencies in Poland produced mixed results.
An international comparison shows that the degree of wage inefficiency in Poland is similar or
even lower than in other developed countries.

INTRODUCTION

The transition process to a market economy in the countries of Central and Eastern Europe has
been accompanied by a wide spectrum of adjustments in labor markets. A significant body of
research has focused on labor market developments in Poland, which is widely regarded as one of
the most successful transition economies in Central and Eastern Europe. One of the most active
areas has been analyzing the impact of different factors on individual earnings. A frequently used
approach is the Mincerian earnings function which assesses the impact of different factors on the
average level of earnings. However, it does not identify if the maximum possible earnings level
has been achieved (given a worker’s characteristics) and how these characteristics contribute to
achieving the potential wage. In this study, we apply the stochastic frontier approach in order to
analyze the degree of wage inefficiency in the Polish labor market in 2001. To our knowledge, no
such research has been done for Poland so far. Wage inefficiency is defined as a gap between a
worker’s actual and potential (maximum) wage, given their demographic and socio-economic
characteristics. We analyze what factors affect the potential wage, and our special attention
focuses on the degree of wage inefficiency (“underpayment”) and its determinants. Wage
inefficiency mainly arises from incomplete labor market information and inefficient job matches
and results in the loss of output (GDP). Thus, understanding the causes and extent of wage
inefficiency in a country will help develop more appropriate labor market policies and institutions
as well as increase national output.

METHODOLOGY

In a labor market, a worker with a given set of demographic and socio-economic characteristics

faces a wage offer distribution varying from the lowest wage (W _. ) to the highest potential wage

min
(w
be suffering from some kind of “wage inefficiency.” Inefficiency may be attributed to different
factors: imperfect information on part of both workers and employers, discrimination, the market

power of the employer, or the negotiating power of the worker. The earnings frontier approach
describes the maximum potential wage for a worker with a specific set of characteristics. All

). Workers whose actual wage (W) is less than their potential maximum wage are said to

max
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workers are assumed to be located either on this frontier (a fully efficient position

whenW =W__ ) or below this frontier (an inefficient position when W <W__ ). The estimated

max max

model is

Inw, =a+B'x, +& =a+p'x, +Vv, —u,,

where InWw; is the logarithm of the observed wage of the i-th individual, X, is a vector of socio-
economic characteristics, ¢ and f's are parameters to be estimated, &; is an error term split into
two parts — a white noise variable v, ~ N (0, ) and a non-negative inefficiency term U; > 0. In
this study, we assume a half-normal distribution for U,~N*(0,5_). In the equation above,
a +P'x; represents a deterministic wage frontier, &+ P'X, +V, represents a stochastic wage
frontier, and & + B'X; +V, —U, represents the observed wage. The degree of wage inefficiency
for each worker is measured by U;, that is, by the difference between the actual wage and the
stochastic wage frontier. The U,-vales are used to calculate individual efficiency (EFF) and
inefficiency (INEFF) ratios: INEFE =1-EFF, =1-exp(-u,).

DATA

The Labor Force Survey conducted by the Polish Central Statistical Office in May, 2001,
constitutes the data source for this paper. We restricted our attention to full-time hired employees
because only this category of workers was required to report their net earnings at their main
workplace during the preceding month. Part-time hired workers, self-employed individuals, and
assisting members in family businesses were not required to report their earnings. We further
narrowed our sample of full-time hired workers, deleting those individuals who were full-time
students, or handicapped, or younger than 18, or older than 65 (men) and 60 (women). These age
restrictions correspond to the different retirement ages for men and women, as well as comply
with the Polish Central Statistical Office definition of the working-age population (women 18-59
women; men 18-64). Furthermore, because wages were defined in terms of monthly earnings, for
consistency we controlled for an employee who worked 40 and more hours per week on a regular
basis. After all these adjustments, we had a sample of 9,380 full-time hired employees, of which
5,208 were males and 4,172 were females.

ESTIMATES OF THE STOCHASTIC WAGE FRONTIER

In addition to the conventional human capital characteristics (education, potential experience,
gender), our wage frontier equation includes additional personal characteristics (marital status,
head of the household) as well as dummy variables that capture regional labor market conditions
(region, city/town size or village). We also include current job characteristics such as tenure,
which reflects years of work experience with the current employer, controls for thirteen
industries, eight occupational indicators, four firm sizes, and an indicator for the sector of work
(public versus private). Similar to other studies in this area, we use potential experience as a
proxy for actual experience. The results show that the potential wages of Polish workers were
closely related to their demographic and socio-economic characteristics. It is notable that all but a
few variables are significant at the 5-percent or less level and have the anticipated signs. For
instance, the coefficients on the gender, education, and potential experience variables are
statistically significant and positive and indicate that the potential wages were higher for men,
workers with more education and potential experience. Further, such factors as living in a more
economically developed Central region (that includes Warsaw) or in a big city, being a top
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manager, working in a firm with more than 100 employees indicate a larger potential wage.
Workers in the public sector appear to face a lower potential wage than their similarly endowed
counterparts from the private sector. These results are quite consistent with the economic theory
and with similar studies that estimated the wage frontier for different countries.

ESTIMATES OF WAGE INEFFICIENCY

The estimate of A =0, / o, , which is a measure of the degree of asymmetry of the disturbance

term, is statistically significant, but its low magnitude of 0.701 indicates that the inefficiency
component in the data is rather small. We further decompose the variance of the composite error

&; and calculate the contribution of the variance of Uj to the total variance. We find that about 22

percent of the variance of ¢&; results from wage inefficiency, and the remaining 78 percent are

due to other unexplained variability factors. This finding reinforces our conclusion above that
wage inefficiency plays quite limited role of in our estimates.

We now turn to the analysis of the (in)efficiency ratios. For the entire sample, the efficiency ratio
is 86.03 percent, that is, on average, workers realize 86 percent of their potential earnings and are
only 14 percent below their potential. It means that an average worker could increase his or her
wage by about 16 percent (1/0.8603-1=0.1624) without any additional investment into his or her
human capital endowment. The efficiency ratio of 86 percent for Poland is quite consistent with
the reported results for other countries. Our next step is to analyze if wage inefficiency varies for
different socio-demographic groups. Typical expectations are that men, married workers, prime
age workers, workers with more education, workers in urban areas, and natives have less
underpayment as compared to women, single workers, young workers, less educated workers,
workers in rural areas, and migrants. The common rationale is that higher costs of job search,
weak labor market attachment, environment with limited public knowledge, etc. lead to higher
incomplete information and, consequently, to higher wage inefficiency. For instance, greater
market attachment of men is believed to result in their better labor market information and higher
wage efficiency as compared to women. Residing in rural areas increases information costs and is
likely to result in higher wage inefficiency as compared to the areas with dense population.
Because migrants in the labor market usually possess less information than native population,
they are expected to experience higher wage inefficiency. Contrary to these expectations, we fail
to detect any significant difference in wage efficiency for the above-mentioned and other
population groups. While surprising, such results are not rare and already have been reported for
other countries.

At the final step of our analysis we look for a set of selected macroeconomic demographic, socio-
economic, and institutional characteristics that could provide a significant explanation for the
variation of the inefficiency measures. In particular, focusing on the 16 Polish administrative
regions (voivodships), we collected specific macroeconomic indicators — population density, rural
population, industrial employment, public sector employment, and the inflow of workers (both
internal and immigration) — that we believed could affect an individual’s incentives to search for
a higher wage and influence his/her acquisition of additional labor market information. We then
regress the logarithms of these variables on the logarithm of the average regional wage
inefficiency ratio (INEFF). Coefficients for population density and public employment are both
negative (although only the ‘population density’ coefficient is statistically significant), which is
consistent with economic theory. In the former case, a more dense population implies better
access to information as well as more concentrated job opportunities. In the latter case, it is
believed that workers in the public sector possess more market information than workers in the
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private sector. Our estimation results confirm that these two factors — population density and
public sector employment — prolong search by lowering its costs, which in turn leads to gathering
more information and lowering wage inefficiency. On the other hand, the estimation results for
the rest of the variables in the model seem to contradict economic theory. The fact that we do not
find strong supporting evidence to the theoretical predictions implies that more research needs to
by done in this direction.

INTERNATIONAL COMPARISONS

In this section we provide a more detailed cross-country analysis of wage (in)efficiency in order
to assess how Poland fits into a group of eleven OECD countries for which a recent study is
available (S. Polachek and J. Xiang. The Effects of Incomplete Employee Wage Information: A
Cross-Country Analysis, IZA Discussion Paper No. 1735, 2005). To do so, we estimated a wage
frontier specification similar to that for the OECD countries, which has a much smaller set of
independent variables: years of education, potential experience, potential experience squared, and
a dummy for gender (woman). The mean number of years of schooling for our sample is 11.985,
which is very similar to the means reported for the majority of the OECD countries with the
maximum value of 13.288 for Canada and the minimum value of 9.492 for Ireland. The average
potential experience for Poland is 20.750 years, which again is consistent with the OECD range,
between Ireland’s maximum 29.905 and Canada’s minimum value of 18.450. On average, the
proportion of women in our sample is 44.5 percent, which is slightly lower than the 46-52 percent
range for the OECD countries but close.

The estimated frontier coefficients for Poland are all significant at quite robust p-value levels and
in strong agreement with those for the OECD countries. Ceteris paribus, one additional year of
education increases the wage frontier by 8.5 percent in Poland and by 6.5-16.1 percent in the
OECD countries. Polish women face a 23.1 percent lower potential wage than men with the same
characteristics. Among the OECD countries, the lowest female disadvantage of 5.8 percent is
reported for the Netherlands and the largest one of 51.4 percent is reported for Israel. Finally,
potential experience exhibits a common concave shape: the positive impact of each additional
year of experience on the wage frontier is initially increasing (but at a decreasing rate) and then
decreasing. One additional year of experience shifts the wage frontier up by 1.8 percent in Poland
and by 1.8-4.3 percent in the OECD countries. While the estimated wage frontier for Poland is
very similar to that reported for the OECD countries, the average (in)efficiency ratios differ quite
a bit. For Poland, the EFF ratio is 89.1 percent, while for the OECD countries it is in the range
from 43.7 percent (Finland) to 79.6 (UK). Consequently, the INEFF ratio is 10.9 percent for
Poland, lower than those for the 11 OECD countries. However, we should treat the OECD high
wage inefficiency results with caution, since they are rather on a high end of the reported wage
inefficiencies, and many other studies find much lower wage inefficiencies - about 15-20 percent
- which are more consistent with our findings.

CONCLUSIONS AND DIRECTIONS FOR FUTURE RESEARCH
In this paper, we applied the stochastic frontier approach in order to analyze the degree of wage
inefficiency in the Polish labor market in 2001. Our results call for further research in this

direction and lead us to the next steps in our study where we will focus on several years of Polish
wage inefficiencies and particular characteristics of transition economies.
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ACTIVITY BASED COSTING - EFFECTS OF
SUPPLIER-BUYER RELATIONSHIPS

Henrik Agndal, Stockholm School of Economics
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ABSTRACT

This paper examines the use of activity based costing (ABC) in the context of deepening seller-
buyer relationships, a topic largely ignored in the costing literature. A case study of a firm
employing modern supplier relationship management indicates four main areas where ABC
thinking requires development: (1) allocation of investments in supplier relationship
management, (2) allocation of costs to specific time periods, (3) difficulties in identifying cost
drivers, and (4) allocation of costs when considering multiple purposes of transactional episodes.

INTRODUCTION AND PURPOSE

Firms are constantly under pressure to generate higher profits. Currently, a lot of emphasis is
placed on cutting costs, not only in operations, but also in spend on goods and services.
Therefore, a lot of interest is directed towards the purchasing function, focusing on how it
operates internally as well as on how it interacts with the supply base. This has also been
recognized in the cost management (e.g. Cooper & Yoshikawa, 1994; Cooper & Slagmulder,
1999; Cooper & Slagmulder, 2004) and management control literature (e.g. Dekker, 2003;
Dekker, 2004; Seal et al., 2004; Mouritsen et al., 2001). However, extant literature tends to focus
on how the supply chain can be coordinated and controlled, rather than what consequences
changing practices might have for the allocation of purchasing costs.

Given the increasing importance of purchasing, the importance of correctly allocating purchasing
costs is obvious. The perhaps most popular costing technique is activity-based costing (ABC).
ABC aims at arriving at as relevant costs as possible for a cost object. The overall logic is that all
cost objects consume activities, which in turn consume resources. In conventional product
costing, overhead costs are typically assigned as a standard percentage to more easily calculable
costs, such as spend on direct materials. ABC strives to trace the specific costs of various
activities carried out for each product or category. The most fundamental advance of activity-
based costing over traditional costing approaches is, thus, that the cost driver is clearly related to
specific cost objects. ABC is, therefore, especially relevant to use in situations of great overheads,
great product diversity, and strong competition.

One characteristic of ABC is that it implicitly regards purchases as unique transactions. This
transactional approach typically fails to take into account the co-dependence and coordination
between buyers and sellers that form in the context of deepening mutually committed
relationships, increasingly recognized as an important part of business exchange. With the latter
perspective, it becomes clear that individual transactions form part of ongoing interaction, where
buyers do not necessarily consider suppliers as interchangeable. This means that cost-drivers,
while assumed to relatively well defined in the transactional approach, become less apparent. The
aim of this paper is to address a gap in the costing literature by complementing the traditional
transactional view on activity-based costing with an interorganizational perspective to generate
further insights into activity-based costing practices.
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AN INTERORGANIZATIONAL PERSPECTIVE

When new perspectives on business interaction grounded in organizational sociology took hold in
the 1970s and 1980s, the importance of interorganizational relationships for firms became
apparent. It was noted that interaction between firms creates bonds between organizational actors,
ties between organizational resources and links between organizational activities (Hakansson and
Snehota, 1995). As firms interact they become mutually committed to doing business, since
interaction requires investments in time and money, and requires adaptations of business
processes. Contrary to micro economic assumptions concerning substitutability of suppliers,
relations formed between firms imply a less flexible market structure. Established business
relationships often take precedence over market playing practices.

With this view on business, a single purchase is no longer an isolated transaction. Rather, each
transactional exchange should be regarded in the context of an ongoing, developing relationship
where previous transactions influence the way future transactions are carried out (Johanson and
Mattsson, 1987). Two interrelated concepts are important to consider in this context, namely
supplier relationship management (SRM) and supplier development (SD). SRM relates to
activities aimed at optimizing relationships with suppliers, e.g. though efficient and accurate
exchange of information, performance monitoring, implementation of purchasing systems, cost
reduction programs, and joint development programs (see e.g. Cox et al., 2005). SRM is, thus,
carried out together with the supplier, and can be seen as an investment. SD refers primarily to
helping more or less deficient suppliers add technical and commercial competencies, and to help
suppliers develop into systems suppliers (see e.g. Wagner, 2006).

Some of these advances have been recognized by management accounting, e.g. in
interorganizational cost management and strategic cost management. Nonetheless, the area
remains largely transactional in nature (Armstrong, 2001). We therefore ask ourselves which new
problems can be identified in allocating indirect purchasing costs when complementing the
transactional view with an interorganizational view.

METHOD

To achieve some understanding of organizations’ struggle with applying ABC in the context of
SRM, an empirical case study has been undertaken, where Yin (1989) and Eisenhardt (1989) have
served as inspiration. A firm was selected that works with implementing costing techniques and
where SRM is on the agenda. This may be described as a case where the phenomenon is
“transparently observable”.

The main method of data collection is interviews with key informants at different levels and in
different functions of the firm, although written material from and about the firm was used to
supplement and substantiate verbal accounts. A total of 22 interviews were carried out at three
points in time separated by approximately four years, in which may be described as semi-
standardized manner aided by a semi-structured interview guide. Transcribed interview data were
transferred into written accounts and tables concerning firm functions and costing practices were
constructed, allowing for comparisons within and across firm functions. To ensure quality in data
collection and analysis, attempts were consistently made to interview several respondents about
similar issues. A few key respondents were also presented with the empirical material and were
given opportunity to make comments.
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CASE STUDY

The case firm (“THE FIRM”) was founded in the 1940s, currently employs 350 people, and has
an annual turnover of US$65 million. Approximately 75 percent of turnover comes from
consumer products intended for various outdoor sports activities. The rest of its sales THE FIRM
achieves to automobile manufacturers, where THE FIRM acts as original equipment
manufacturer of products intended for the transportation of outdoor sports products, e.g. racks and
rails. Marketing, distribution and selling procedures vary between the two markets, and THE
FIRM has two separate marketing departments.

The purchasing department at THE FIRM employs six people full time. Different members of
purchasing staff specialize on different tasks. The purchasing manager, for example, works
primarily with sheet metal, pipes and locks, while another person is responsible for aluminum,
zinc and lights, etc. The main role of purchasing department is to ensure that other departments in
the firm can access appropriate supplies when needed. This means that the purchasing department
has three main tasks. First, the purchasing department identifies potential new suppliers and
selects those most suited. Needs are discussed at the product development stage, frequently in
collaboration with customers. If existing suppliers cannot deliver the required products, other
venues are tried, e.g. the Internet, trade fairs, exhibitions, and inactive suppliers. Potential
suppliers are then visited and evaluated. To achieve economies of scale, the firm attempts to buy
or partake in development of components that can be used in several products. Attempts are also
made to keep the number of suppliers at an optimum, to minimize investments in relationship
building and maintenance, but also to avoid heavy reliance on single suppliers. Second, the
purchasing department further develops existing supplier relationships. E.g., THE FIRM’s
purchasers together with engineering staff visit suppliers to work out technical or quality process
issues, or suppliers are supported by THE FIRM in their negotiations with sub-suppliers. Third,
the purchasing department maintains relationships with existing suppliers. Unlike specific SD
programs, SRM primarily focuses on sustaining well-functioning relationships, and to make sure
that continuous improvements in quality are implemented and that information about future plans
or potential problems is exchanged.

The purchasing function is a broader concept than the purchasing department. While the latter
includes purchasing specialists dealing specifically and only with purchasing issues, the
purchasing function includes all those involved in the purchasing process. At THE FIRM, while
the purchasing department, in a sense, creates conditions that facilitate purchasing, components
are typically ordered by people at other departments in the firm. Members of other departments
are involved in most stages of the purchasing process, and in the three main tasks of the
purchasing department. The development of new products is typically initiated by the marketing
department, and discussions of function and design are held together with the purchasing
department. New product development projects follow a given method, although is in large parts
not very formal. Nonetheless, a great deal of time is spent in meetings that many functions in the
firm attend. E.g., production planning and production technology are involved in establishing
product specifications needed to identify suitable suppliers, and may be involved in pre-
contracting negotiations.

Other departments are involved in other aspects of purchasing, e.g. quality control (which
monitors performance of suppliers and alerts the purchasing department when problems arise)
and the stock and goods receiving office. Production technology staff participate in SD programs,
and in the maintenance of existing relationships. The purchasing department collects data from
other departments to ensure that, e.g., quality improvement projects proceed according to plan.
The finance and accounting department is involved in data collection as well as in making
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payments. Interviews with staff at THE FIRM indicate that in addition to the six full-time
employees of the purchasing department, the equivalent of 6.5 full-time employees at other
departments are involved in purchasing activities.

DISCUSSION AND CONCLUSION

The purchasing department at THE FIRM is not involved in many of the transactional activities
traditionally associated with purchasing, such as receiving internal requisitions, writing and
sending orders, receiving ordered articles, checking quality and quantity at delivery against
purchase orders, unpacking items, transporting and disbursing items or paying suppliers. Rather,
the purchasing department focuses on relational activities rarely mentioned in the management
accounting literature, such as establishing, developing and maintaining relations. Other
departments perform transactional purchasing activities. In fact, of the approximately 12 full-time
employees involved in purchasing, only three are concerned with transactional activities. It is far
from obvious that the relational activities, corresponding to three-quarters of the purchasing-
related activities at THE FIRM, can be classified as cost drivers according to typical activity-
based costing schemes. Investments in SRM and SD, e.g., are typically not covered by ABC
schemes, and firms struggle to accurately allocate such costs.

In conclusion, we identify four important issues relating to this.

(1) Relationships cause costs that are difficult to allocate. This is obvious to THE FIRM, where
significant efforts are spent to manage and develop relationships with suppliers. Some of these
investments, typically tangible ones, are consciously implemented, while others are made without
being considered as investments. Nonetheless, they all consume resources. An activity driver
must cause the activity, be measurable and be related to the cost object. An obvious problem with
relational activity costs is that the cost driver does not meet this third criterion. Usually one
supplier delivers more than one type of article, which may also be used in different products.
Accordingly, joint costs are difficult to assign to individual products. When reducing the supply
base of THE FIRM, managers actually risk accentuating this problem; fewer suppliers each
provide more products. Simultaneously, two other strategies offset this. Efforts aimed at buying
systems means that fewer components are purchased. Costs, thus, have to be allocated to fewer
components. THE FIRM also strives for dual suppliers for critical components, meaning that
there is a minimum number of suppliers. The proportion of joint purchasing costs expands,
though, and complexities in cost allocation increase.

(2) Allocation of costs to specific time periods. According to the activity-based costing model,
costs of SRM activities should be assigned to cost objects to the extent possible. However, many
supplier relation activities will not affect purchases during the actual year. As seen in the case,
THE FIRM makes significant investments aimed at establishing closer relationships, which take
place and bear fruit over time. It would, thus, seem reasonable to adjust for this time lag,
assigning today’s costs to future products.

(3) Less apparent cost drivers. When building and managing relationships with suppliers,
different levels and functions are involved. Some of these are actually considered cost drivers, but
some are not, indicating that indirect costs for some products may be underestimated while
overestimated for others (since, in the end, all costs are allocated to costs drivers, even if
arbitrarily so). To achieve better fit between costing procedures and actual cost drivers, some
imagination may be required.

(4) Multiple purposes of transactional episodes. There are many examples of relational activities
in THE FIRM, e.g. the establishment of contacts with potential new suppliers, joint development
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programs, searching for new logistics solutions and developing information systems. Examples of
more transactional activities are ordering, receiving, unpacking, checking, transporting and
paying for goods. This implies that transactions may give rise to indirect purchasing costs specific
to a transaction but also general to the relationship. Balancing costs for activities that serve more
than purpose is clearly complex.
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CHINA’S LITTLE EMPERORS AND EMPRESSES:
PARENTS’ PERCEPTION OF CHILDREN’S
INFLUENCE ON PURCHASE DECISIONS

Glyn Atwal, Groupe Ecole Supérieure de Commerce de Rennes
ABSTRACT

The overall objective of the research study is to investigate children’s influence on purchase
decisions and to provide an insight into the impact of socialization agents on children’s consumer
behaviour. A gualitative method of data analysis was conducted based on interviews with parents
based in Beijing, China. Children are perceived by their parents as exerting significant influence
on purchasing decisions. The extent of this influence is not limited to so-called child products but
was recorded for non-child products. Parents, peers and media were identified as important
agents in influencing children’s consumer behaviour. A significant development is the role of new
media in shaping children’s attitudes and behaviours. The results of the study can guide
marketing professionals to develop and implement effective marketing communication strategies
in order to connect with the children’s target segment. Further research is recommended in order
to evaluate the interaction and relative importance of the influence of socializing agents.
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ABSTRACT

Designing mobile interfaces is fundamentally different from designing online interfaces. Not only
are there differences in underlying technologies, but also in the way people use mobile interfaces.
If these differences are not taken into account in designing mobile interfaces, mobile services are
likely to fail. If mobile services do not deliver what people want, these services will fail no matter
how excellent the underlying technology is. The user interface design commonly used in mobile
services is based on multi-layered approach, which is not very user-friendly. A well designed
single layered user interface will be more user friendly than the conventional one and it will be
having edge over others. However, it is quite difficult to provide a single layered user interface in
a small screen. This study aims at examining how design attributes of mobile interfaces affect
customer preferences. In order to explore customer preferences to each design attribute of mobile
interfaces, we measure and analyze customer’s WTP (Willingness To Pay) toward their different
interface designs.

INTRODUCTION

Wireless Application Protocol (WAP) phones are a growing relevant part of the mobile market,
and the number of WAP services offered is rapidly increasing. However, usability is crucial for
these services which must be easily operated on small screens and keyboards. One of the reasons
that many WAP sites have failed is that many service providers simply tried to carry their
websites over to the mobile Internet. This shows that little thought has been given to the
characteristics of mobile Internet and to the specific needs of people who use their mobile devices
in real life. Understanding the fundamental differences between mobile and the web is essential
for the success of mobile services. Using the web site, users view all relevant information in one
page. Whereas, accessing the services from WAP-based phones, users require a lot of clicking in
a pre-defined sequence, due to the division of information into a large number of sub-pages. By
following sequential menus, users can find specific mobile services. Generally, interfaces of
WAP-based mobile services require minimal attentions and interactions. The usability of mobile
services consequently suffers from interfaces being very compact and cluttered information. It is
crucial to design the menus which can get the user’s full attention, remaining simple and the
required interaction minimal. This study aims at examining how user interface design attributes of
mobile services affect customer preferences.

RESEARCH METHODOLOGY

This study aims at examining how user interface design attributes of mobile services affect
customer preference. In order to analyze the impacts of specific attributes on customers’
preferences, this study employs conjoint analysis. A conjoint analysis is one of the most widely-
used methods which are designed to analyze consumer needs. This method shows 1) relative
importance of various utilities considered by consumers when they purchase service and 2) a
service that consists of the most ideal combination of those utilities.
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Conjoint analysis originates from mathematical psychology. The basic goal lies in analyzing how
much influence two or more independent variables (in this study, interface attributes) exert on
determination of orders or values with regard to dependent variables (in this study, customer’s
WTP). It is used to understand how consumers develop preferences for products or services,
which encompass, as usual, multi-attributes and multi-attribute levels.

WTP (Willingness To Pay) is defined as the maximum monetary amount that an individual would
pay to obtain goods or service. Mostly, WTP has been used in the fields of psychology,
economics, and marketing. It is crucial in estimating the demand curves and determining optimal
pricing schedules. These studies have focused on cognitive structure of customer to specific
tangible or intangible goods under experimental environment. It is widely used to provide
information to policy makers, regarding the economic value of non-market or non-pecuniary
environmental assets. In this study, by measuring WTP for various interface designs, we try to
investigate what features of interface design attributes affect customers” WTP.

ANALYSIS

In this study, we examine the relative impacts of menu design attributes of mobile services on
customer’s WTP. We try to find an optimal menu design of mobile services that high-valued by
users. [Table 1] reports the means of the part-worth and relative importance for 116 subjects. The
greater the relative importance, the more an attribute influences your preferences for mobile
services. If the information about mobile service types is shown in menu, there is the highest
possibility that customers purchase mobile services (27.51%). In other words, customers utilize
information about mobile service types as critical information in purchasing of mobile services.
The second influential menu design attribute is the payment information of mobile services
shown in menu, (26.53%), the third is the positions of mobile services within menu (23.21%), and
the last is recommendation information (22.75%). Based on the result, we can say that the
understanding customers are the most important factor in terms of menu design. Many companies
pay a lot of money to locate their services in higher positions in the menu, or use recommendation
information to sell their services. Based on our study, we found that mobile customers tend to be
more sensitive to services themselves, rather than the artificial information, such as
recommendation information or menu positions,

In terms of part-worth for the mobile service types, customers prefer entertainment mobile
services to other services. This result proves the actual usages of mobile Internet. Many users
tend to use entertainment services, rather than other types of mobile services. In terms of payment
information, customers prefer the mobiles service shown its cash discount information in the
menu. When they use a specific mobile service, their decisions heavily depend on the payment
information, especially on cash discount information. Regarding to recommendation information
about mobile services, customers prefer the mobile service marked “Strongly Recommended” in
the menu. Normally, service operators mark specific mobile services as ‘“Strongly
Recommended”, when the services are popular and new. “Hit” marks are less attractive for
customers than “No Information”. In terms of menu position, customers are likely to purchase a
mobile service in the middle line, rather than the second line or the first line. The relative
importance of design attributes will guide the menu design of mobile services. The result shows
that, for identical services, their different menu designs affect customer’s purchasing power.

CONCLUSION

One often meets the argument that, due to the complexity of the service model and the
convergence of technologies and services expected in mobile services, it is very little relevant
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research available to help us understand the mobile services and their users. The main purpose of
the study is to explore attributes that influence customers’ preferences to mobile interfaces. To
explore the relative importance of the design attributes of mobile interfaces, the study uses
conjoint analysis. It finds that the most influential attribute is the mobile service types. This
finding supports the current phenomenon that the main usage of mobile services is concentrated
on entertainment services. Although this study tries to understand customers of mobile services
empirically, it has very limited contributions to theoretical development. In addition, regarding to
the relationships between attributes of mobile services and customers’ preferences, it does not
provide a theoretical explanation. However, the study helps us to understand mobile customers.

Table 1: Part-Worth and Relative Importance

Part-Worth Relative
Attribute Importance
1 2 3 (%)
. Information No
Entertainment . .
Mobile Service Type /Communication Information 27.51
1.74 0.32 0.94
. : C No
Payment Information of | Discount oupon Information | 56 53
Mobile Services ’
1.54 0.96 0.50
Menu Position of Mobile | First Line Second Line Middle Line 231
Services 1.20 0.48 1.33 '
User Evaluation
Recommendation Log Data Based Based No .
Isnfor.mation of Mobile Recommendation Recommendation Information | 75 75
ervices 0.85 1.16 0.99
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LEADERSHIP LEARNING FROM FOLLOWERS

John Brinkman, Liverpool Hope University
ABSTRACT

This paper will consider how contribution of followers positively affected the leadership process
in the design of a new online degree. The degree, an E-Learning version of an existing BA
Nursery Management honours degree, was launched at the end of February 2003. Total online
learning was a new concept for Liverpool Hope University and this presented different
operational issues to the relevant leader of the project team, the Head of Department of the
Business School (HOD). The success of the new programme hinged on a key moment when the
HOD vyielded to the project team members’ viewpoint. Thus, the paper is a case study of the
development of subordinates needs and leader flexibility, in a situational leadership sense (Grief,
1983; Yolk, 1989) and also a Leader Member Exchange (LMX) sense (Dasereau et al, 1975).

Implications for situational leadership from the case study are that the leader, the HOD, changed
from a directive to a supportive style as the need arose. This would probably not have been the
case without the In-group having to make strong representations; in other words, adapting the
leader’s style appropriate to the subordinates needs. The quality of debate turned the Out-group
into an In-group. This leadership making (Graen & Uhi-Bien, 1991) is recognised as such; when
the level of quality exchanges are permitted by a leader, Out-group members can become In-
group members. Low quality exchanges are likely to be for self-interested reasons rather than for
the team good. This was indeed the case here with some team members, part of the original
programme team, reluctant to contemplate additional work. The mature partnership of the
relationship between what was initially an Out-group led to better quality exchanges and these
were crucial in persuading the HOD to adapt his style to a less directive one and facilitate the
requirements of the majority of team members.
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Dr John Brinkman is the Vice Dean of Business & Computer Sciences at Liverpool Hope
University. In addition to his role as Vice Dean, John is also Vice Chair of academic & quality
standards throughout the University. He has two main current research interests in leadership.
The first of these concerns transferring leadership knowledge to small to medium sized business
enterprises, the second is investigating clinical team leadership in hospitals.
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VALUE RELEVANCE OF FAIR VALUE
INFORMATION FROM EQUITY METHOD
INVESTMENT

Narongrit Chansuwan, Chulalongkorn University
ABSTRACT

In this study, the value relevance of fair value information from equity method investment is
examined. A sample of 83 firms was analyzed with OLS regression. The results show that the fair
value information of invested companies can not incrementally explained the firm value of
investors companies with all equity method samples. When the sample was split into two groups,
associated group and subsidiary group, the fair value information of the subsidiary companies
can marginally explain the firm value but the associated companies can not explain the firm
value of investor companies. For the sensitivity test, the time period for the data collected was
changed from three months to two months after the end of the fiscal year. The results show that
the fair value information has more value relevance of the investor companies. Results suggest
that requiring recognition of the fair values of equity method investments, at least for publicly-
traded firms, should use proper accounting practice of accounting for subsidiary companies.
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IS THERE A LINK BETWEEN FIES’
CHARACTERISTICS AND THE CREATION OF
THEIR LOCAL SUPPLY LINKAGES?

Fei Jia, University of Surrey-Guildford U.K
ABSTRACT

Using a new set of firm-level panel data in China from 2003-2005, this paper examines the
factors that could impact the creation of FIES’ local supply linkages from the aspect of FIE’s self
characteristics. Current paper argues that the ambiguous findings of previous research may be
due to the usage of bias leading measures of FIEs’ local supply linkages and the heterogeneity
across firms. The unique features of this study include the application of a better alternative
measure of FIES” local supply linkages and so-call “two-step fixed effect procedure” in the
analysis, as well as the examination on the issue of linkage quality which is seldom touched in
previous empirical literature. The results indicate some crucial determinant factors to the
creation of FIES’ local supply linkages, i.e. market orientation, maturity, size, entry mode, and
industry characteristics of FIEs. Respectively, host market orientated FIEs are more likely than
exported orientated ones to source locally; mature or bigger ones are more likely to source
locally; joint ventures are more likely to source locally than FIEs by green field investment; firms
in the primary industries have less scope for linkages with indigenous suppliers than those in the
manufacturing or tertiary industries. These findings have important managerial and policy
implications.

INTRODUCTION

Creating local supply linkages between foreign invest enterprises (FIEs) and their local suppliers
has been widely accepted as a salient way for host countries to reap the benefit from FDI
(Rodriguez-Clare, 1996; Markusen and Venables, 1999). In retrospect, linkage promotion is not a
new policy issue for developing countries (see, for example, Lall, 1980; UNCTC, 1981), but it
deserves renewed attention. Because some frequently used measures to promote linkages, like
local content requirements, are no longer permissible in the context of the WTO or other
international agreements. It is still possible to promote linkages, but tools would be different from
those used in the past. Therefore this subject re-attracts considerable attention in these days.

This paper focuses on analysing the factors that could impact the creation of FIEs’ local supply
linkages, using a unique firm level panel data set covering the entire manufacturing industries in
China from 2003-2005. Current paper extends the existing findings by focusing on four issues
that are likely to play an important role but neglected previously in the investigation of the
determinants of FIEs’ local supply linkages, namely measure bias of the local supply linkage,
firm heterogeneity, linkage quality, and appropriate methodology. Firstly both two types of
normally used measure for FIE’s local supply linkages may not accurately reflect the magnitude
of a FIE’ local supply linkages with domestic suppliers.

We argue that the findings through applying these traditional measures could be misleading.
Therefore the main body of the empirical analysis will employ a new better measure of local
supply linkage. Secondly our data set, which includes panel information of 527 manufacturing
FIEs from 2003 to 2005, allows us to reap the advantages of panel data analysis such as more
accurate inference of estimation, dynamical individual study, and controlling for individual
unobserved heterogeneity etc. Thirdly we involve the empirical study on the analysis of linkage
quality. To the best of our knowledge, it is the first time for empirical work to touch the issue of
FDI quality. Finally the application of so-call “two-step fixed effect procedure” makes the
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estimation of time-constant variables practicable while still benefits from the merits of panel
fixed effect analysis.

EMPIRICAL RESULTS

Through the estimation comparison between our measure and the two traditional ones , we can
find that the differences among the results by employing different measures are big. They are not
just in magnitude, but imply opposite findings in some cases. And in general, the measure by
local content leads more bias. Thus we appeal the cautious application of previous findings based
on those traditional measures of FIEs’ local supply linkages.

Generally say, by employing our bias-corrected measure of FIEs’ local supply linkages, unique
data set, and better performed “two-step fixed effect procedure” panel data analysis technique, the
results confirm some usually held expectations but also highlight some innovative and less
commonly explored aspects. We believe the results are more convincing than previous empirical
studies’.

Market Orientation.

It is found that the more export out of the sales of FIEs’, the less local sourcing from indigenous
suppliers. The findings statistically proved the relationship between market orientation of FIEs in
China and their local sourcing decisions. Host market orientation would make FIEs have higher
intention to purchase inputs from domestically owned suppliers. Some researchers explained this
phenomenon. Altenburg (2000) stated that when serving the local market, the foreign firms will
need to adapt their production to the local conditions and tend to be more integrated in the local
economy. On the other hand, export oriented affiliates are generally part of a global sourcing and
distribution network managed by the parent company and have higher quality requirements which
can be difficult for the local suppliers to meet (Mucchielli & Jabbour, 2001). Specified on
Chinese market, this trend may also attribute to the government policy on indigenization of
business. Chinese government, which pursue more export-generating development rather than
import-substituting development in the past years, may impose less control on the import of
intermediate goods. That is possible because policy makers may perceive that unless FIEs are free
to obtain intermediate products on the best possible ways their ability to export will be adversely
affected. Hence, it seems natural that export-oriented firms need less cooperation with local firms,
to the extent that they can import intermediate goods.

Maturity in the Host Economy

Both “familiar effect” and “vintage effect” mentioned above are supported by our study. We find
positive and statistically significant relationship between the local supply linkages and a FIE’s
maturity in China. This suggests that FIEs may procure more from Chinese owned suppliers
along with their increasing maturity in China. But there is no quadratic relationship found given

the non-significance of Maturityizt. As far as “vintage effect”, our empirical results show that

newly established FIEs have lower linkage potential though it will increase together with maturity
in the host economy as well. Another key fact behind this phenomenon is that this kind of linkage
may enhance with a firm’s maturity at an increasing rate.

Entry Mode

FIEs established through M&As is proved to have a higher level of local sourcing than those
established through Greenfield investment. As explained by Barkley and McNamara (1994) as
well as Scott-Kennel and Enderwick (2001), a possible reason is that a regional purchasing
network is already established in the former case. Correspondingly, wholly owned firms may
initially rely on familiar sources of inputs rather than develop local supply linkages with domestic
firms.
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Size

A FIE’s size measured by employment is confirmed negatively correlated with its extent of local
supply linkages. This may be due to that large firms normally are able to internalize their
operations better, and local suppliers may find it difficult to supply very large volumes. While for
the small firms, they are generally more adaptive than large firms which may have difficulty in
finding a niche in highly internationalized networks.

While large FIEs might be less beneficial to the host country by creating less local supply
linkages, they might on the hand bring more benefits in terms of developing domestically owned
suppliers’ capabilities. As discussed above, this involves the issue of linkage quality. In order to
explore this further, we analysed the relationship between a FIE’s strength and its local sourcing
decision. To the best of our knowledge, current paper is the first to involve the issue of linkage
quality in the relevant empirical study. We proxy the strength of a firm as the ratio of its
intangible assets to gross profit. Because there may exist co-linearity between variables strength
and size, we do not include size in the regression. As can be seen in column (iii) of table 2, we
find no relationship between the strength of FIEs’ and their local sourcing decisions due to the
low level significance.

Autonomy of Sourcing

The autonomy level of sourcing is predicted to be another factor related to the procurement of
FIEs. Our study supports this point. We find that firms which have thorough autonomy over input
purchasing source more of their inputs from Chinese indigenous suppliers than firms that have
less or no autonomy. Crone and Watts (2003) argued a possible explanation. Some firms will
centralise some or all of their input purchasing at one location so as to achieve economics of bulk
buying (Dunning, 1993) and many plants will have little autonomy in making purchasing
decisions. In such circumstances, individual FIE plants may be the optimal supplier for a single
plant.

Originality
The results highlight the significant local sourcing propensities of FIEs whose originality is Hong
Kong or Taiwan. However the results for other originalities are not statistically significant.

Industry Characteristics

Food processing & manufacturing, Transport equipment manufacturing, and Ordinary machinery
manufacturing are linked with higher local sourcing propensity of FIEs’ based on our analysis.
While FIEs that are belong to Electronics or Pharmaceuticals have lower propensity of local
procurement. Tests for other industries are not statistically significant in our estimation results.
Generally say, the results are in conformity with previous research with one exception of
Transport equipment manufacturing. Food processing & manufacturing usually involves
extensive local supply linkages between FIEs and domestic suppliers of raw and packaging
materials; Ordinary machinery manufacturing normally have lower value-to-weight ratio of
technologically complex inputs; both Electronics and Pharmaceuticals are high tech industries,
which need higher value-to-weight ratio of inputs. The exceptional higher local procurement
propensity of Transport equipment manufacturing industry may be attributed to the 40 to 50
percent of “localization” policy by Chinese government aiming at automobile industry (Xia and
Lu, 2001).

To shed more insights into what common characters of an industry affect the FIEs’ local sourcing
decision, based on an OECD sectoral classification (see Klette and Forre, 1995), we aggregate the
36 2-digit sectors into four groups, i.e. high-tech, medium-high-tech, medium-low-tech and low
tech. Tavares and Young (2001) use the different classification in their analogous study by
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grouping the manufacturing sectors into “global industries” and “non-global industries”. Those
“global industries” are actually encompassed by our higher-tech groups (high-tech and medium-
high-tech). Thus our classification more or less is also supported by theirs. Lower local supply
linkage potential of higher-tech industry and higher potential of lower-tech industry are clearly
performed in our estimation results.

CONCLUSIONS AND POLICY IMPLICATIONS

Using unbalanced firm-level panel data for China and two-step fixed effect procedure, we believe
our results are more effective and creditable than analyses normally based on cross sectional data
and other estimation method. Along with confirming some existing findings, current paper not
only develops them in depth, but challenge previous notions as well. In the other direction, there
are a series of important policy implications of this work for FDI linkage promotion activity.
These implications could be two fold based on the two principal roles of FDI linkage. First,
aiming at filtering valuable FDI (high linkage potential); second, relating to provide aftercare for
existing investment in favour of local embeddedness.

From the angle of helping the development of indigenous firms, targeting foreign investors with
higher local linkage potential is an effective way to replace some frequently used measures for
linkage promotion, because most of them like local content requirements are no longer
permissible in the context of the WTO or other international agreements. According to our
estimation results, following factors could be considered for Chinese government to filter foreign
investors with high local linkage potentials.

1. FIEs with host market orientation: import-substituting investment is more beneficial to
promoting linkage than those export-generating. Net export contribution could also be a
more appropriate measure than solely export as suggested by Tavares and Young (2002).

2. There is no different local procurement potential between newly established FIEs and old
ones.

3. Investment through joint ventures rather than green field.

4. FIEs with high strength other than big size: since larger FIEs are proved to hold lower
local sourcing potential while higher strength ones do not, current research questions
targeting strategies based on the size of a FIE’s rather than strength in terms of linkage
quality. Further more, if the priority is local embeddedness, small FIEs may need more
attention.

5. Although FIEs from Hong Kong and Taiwan are proved to procure more, it can not be an
evidence for country targeting. An evolving doubtful view from the researchers with
IMF, World Bank and other international institutions is that about a quarter or more of
China’s officially-recorded FDI is actually mainland Chinese money originally (Geng
Xiao, 2004). These monies may flow out to access better financial, regulatory and legal
services and “round trip” by returning to China as apparent FDI to access the fiscal
incentives and improved investor protection offered in China to foreign investors.
Analysts also point to the numerical coincidence (and rising share) of China’s FDI
inflows from Hong Kong, the British Virgin Islands and other tax havens and the
outflows recorded as “errors and omissions” in China’s balance of payments. From this
point of view, the findings in this study that FIEs from Hong Kong and Taiwan have high
potential of local supply linkages may be resulted in by those “round-trip” monies
through Hong Kong or Taiwan but originally from mainland China. If so this finding has
nothing to do with the objective of this study. Although there is still no solid evidence for
this doubt, at least we need to be cautious to deal with it.
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6. FIE affiliates with sourcing autonomy: policies favouring attracting FIE affiliates with
sourcing autonomy can be advocated.

Nevertheless, when considering the 6 factors mentioned above for local linkage promotion,
governments still need to carefully balance their promotion strategies in terms of potential
competition from host market orientated FIEs and benefits of employment from large FIEs. Our
results also show that high tech FIEs normally have lower local sourcing intention due to the
weak local supply base, and the same situation may happen on large FIEs since that their high
demands are hard to be satisfied locally. Thus to promote attracting high tech FDI and stimulate
the embeddedness of existing investment, policies that favour strengthen local supplier base
(availability, capacity and competitiveness) are advocated. These policies may include
information and matchmaking; technology upgrading of local firms; human resource
development programmes with local suppliers and other forms of training support; financial
assistance; and cluster-oriented programmes (UNCTAD, 2001)
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A WOMEN-CENTERED GRASSROOTS APPROACH
TO TOBACCO CONTROL: THE CASE OF CHINA

Zhihong Gao, Rider University
ABSTRACT

The effectiveness of tobacco policy is conditioned by the specifics of local political economy. The
current paper examines and evaluates Chinese tobacco control in its political, economic, and
cultural context. China is the biggest tobacco market in the world and a major center of the
tobacco epidemic, suffering from nearly one million tobacco-related deaths per year (Liu et al.,
1998). At the same time, the country is home to the world’s largest producer of tobacco products,
China National Tobacco Corporations, a monopoly owned by an authoritarian government. It
argues that, in the Chinese context characterized by state tobacco monopoly, fragmented politics,
and weak civil society, the existing government-dominated top-down approach to tobacco control
is ineffective and inadequate. As a solution, it proposes a women-centered grassroots approach
as a more effective alternative to raise the Chinese population’s consciousness about tobacco
harm and rights to clean air.
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HIV/AIDS: AMANAGEMENT CONCERN FOR
INTERNATIONAL BUSINESS

Susan Baxter, Bethune-Cookman College
ABSTRACT

Economies of global scope afford businesses a competitive advantage. One way to utilize this
advantage is to coordinate the leveraging of resources — especially labor. Businesses have
attempted to minimize labor costs and risks in an effort to maintain or increase competitive
advantage. There is a risk to the global workforce: HIV/AIDS. This disease is striking at the
heart of low cost labor pools. The impact on business is being felt now and will be for years to
come. How large the impact is depends on the level of involvement of multinational businesses
in the fight against HIV/AIDS. This paper will look at the HIV/AIDS issue in regards to the
impact on employees and businesses, as well as the use of business diplomacy management as a
tool to enhance effective communication between NGOs and business in regards to HIV/AIDS
interventions (Saner, Yiu, and Sondergaard, 2000).
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OIL AND ETHANOL IN LATIN AMERICA AND
PACIFIC ASIA

Jorge Torres-Zorrilla, CENTRUM, Pontificia Universidad Catolica del Peru
ABSTRACT

Oil prices and import value have increased dramatically in recent years. The high price of oil is
the main reason that we consider the issue of why to produce ethanol now. Experts have been
predicting that petroleum reserves would be exhausted soon and the new price of $70 barrel
confirms that prediction. Already there is consensus of the urgency to search for oil-substitutes
and one of them is ethanol. Additionally, environmentalists suggest that bio-fuels are an
acceptable alternative of renewable energy.

This study concludes that the uncontrolled growth of oil prices and value of imports has the same
critical importance for Latin America as for Pacific Asia. The study presents the potentialities to
substitute ethanol for petroleum in selected countries of Latin America and Pacific Asia. The
conclusion is that only Colombia, Peru, Malaysia, and Thailand have potentialities because they
cultivate sugarcane; Chile and South Korea do not have cane production.

The country with greater potentialities to replace petroleum imports is Colombia, with a potential
ethanol output greater than the equivalent fuel imports. The countries with medium potentialities
to replace imports of crude are Thailand and Peru and the country with smaller potentialities is
Malaysia. Korea and Chile do not have potentialities to replace imports of crude, because they
are located in temperate regions of the world. Korea and Chile must look for alternatives, in
other agricultural raw materials or in foreign trade with their neighbors.

Another issue is the situation of comparative advantage in ethanol with respect to other
countries. Why the great producers of sugarcane such as Brazil, Cuba, Mexico, Indonesia,
Nigeria could not also make a re-engineering towards ethanol? The answer is that the fuel
market at the present time is incommensurable. If all these countries produced ethanol instead of
sugar, it would only cover a part of the world-wide gasoline market. The conclusion is that
eventual competition, to ethanol from Colombia-Peru-Thailand, coming from countries in the rest
of the world will be minimal.
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THE NEUTRALITY OF FUEL SURCHARGE

Qiang Gong, Peking University
Xingli Fan, General Administration of Civil Aviation of China

ABSTRACT

When fuel price surges, in order to cover the profit loss, airline companies usually collect fuel
surcharge instead of increasing air fares. However, this kind of policy always incurred public
complexion. This paper initiates a theoretical model to analyze the properties of fuel surcharge.
We show that the role of fuel surcharge is neutral under the present fee collection scheme, which
means that the fuel surcharge policy cannot help the airline industry improve its profits. In
addition, the equilibrium results of the air fares with fuel surcharge policy are identical to that of
the fuel-cost-driven air fares without it. Therefore, the effects on social welfare are the same. We
also offer an analysis to clear up the common misunderstanding in which the fuel surcharge
policy was in favor of the airline companies at the expense of the consumer welfare. Moreover,
our theoretical findings are consistent with following empirical facts.

INTRODUCTION

The growing market demand of Chinese airline transportation (the second largest in the
world) induces airline companies to increase their capacity considerably. Presently,
Chinese airline companies are facing great challenges because of the increase in airline capacity
and fuel price. The surging fuel cost is the largest component of the airline companies’ operating
cost, constituting from 30% in the beginning of 2004 to 40% in June, 2006. The refined oil price
in China is controlled by the government and the airline companies are mostly state-owned. In
order to release some financial pressure from the fuel cost for airline companies, fuel surcharge
policy is implemented, which has aroused violent public complexion and academic debates in
China. The key controversies are: why there is co-existence of fuel surcharge and discounted
airline tickets in the market; whether fuel surcharge policy is fiscal subsidy in favor of the airline
companies at the expense of the consumer welfare.

Douglas and Miller (1974) showed that when the CAB (Civil Aeronautics Board) implements the
regulation policy on the airline market, the regulators can indirectly control the quality by the
selection of the price parameter. Borenstein and Rose (1994) first studied the relation between
price discrimination and market structure, especially market concentration. Alam, Ross and
Sickles (2001) showed that dynamic and competitive pricing policies do exist based on different
structures of air fares.

None of the existing related literature considered the strategic reactions of airline companies
faced with surging fuel price. In the present airline market, with the oil price rising ever higher,
the fuel cost has become a key factor in airline industry. We theoretically analyze the fuel cost
fluctuation in our framework to support further discussion about the impact of fuel surcharge
policy on the air fares and social welfare. We also provide some empirical facts of the Chinese
fuel surcharge policy based on the model, which are consistent with our theoretical conclusions.
In addition, we propose some policy suggestions at the end.
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BASIC FRAMEWORK

There are n airline companies in the airline market. (; is the transportation quantity of the airline

company i, and Q = Zqi is the total transportation quantity of the airline market, P is the
i=1

market clearing air fares. The inverse-demand function of the market is p(Q)=a-bQ. Each

airline company has the same cost function C,(g,)=K+(c, +¢,)q;> K is the entry cost for airline

companies, the constant marginal cost (C, +C,) is composed of the unit fuel cost C, and all
other unit variable cost C;. At first, we study the model when there is no fuel surcharge. The

profit maximization problem for company i is as follows: maxz; = pg; —(C, +¢C,)q, — K

such that p(Q)=a-bQ.

When there is fuel surcharge, let p' be the nominal ticket price of the airline companies, and let

A be the fuel surcharge on each passenger, thus the air fares in the market are composed of two
parts: p= p'+ A, where p is the total payment of consumers. The inverse demand function for

ticket price p' in the market becomes p'(Q)=a— A—bQ. The airline companies maximize
their profit considering fuel surcharge income: max 7, = p'qQ, —(C, +C,)0; + Ag, — K, such

that p'(Q)=a—-bQ-A.
MAIN RESULTS

1. In a competitive market, the equilibrium ticket price P *0 (the total payment of consumers)
depends on four variables: market demand, number of airline companies in the transportation
market, variable costs except for the fuel cost C,and the fuel cost C,. Hence when the fuel cost
C, rises, the equilibrium air fares in the airline market will go up and consumers will have to pay

more. However, the profit of airline companies will decrease because of less customers and
higher fuel cost.

2. The equilibrium results of the air fares with fuel surcharge policy are identical to that of the
fuel-cost-driven air fares without it. The social welfare and the profits of the airline company are
the same. That is called the neutrality of fuel surcharge.

3. In a competitive market with free entry, the equilibrium number of airline companies existing
a—Cc,—cC
— 0 1 _1

° JbK ’

p* =a-bQ, =vbK +c¢, +c,

in the market is n¥* and the market equilibrium price is

A COMMON MISUNDERSTANDING

Public opinions usually regard fuel surcharge policy as governmental intervention which is in
favor of the airline companies at the expense of the consumer welfare. People usually consider
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fuel surcharge collected by airline companies as fuel taxation. We show theoretically that if fuel
surcharge is collected as tax transfer payment, then consumers pay more air fares than that
without fuel surcharge policy, at the same time, the airline companies’ profits increase, yet
consumer surplus and social welfare is damaged. This is a misunderstanding coming from the
mechanism of fuel surcharge collection. In fact, the fuel surcharge goes directly into the income
of airline companies instead of tax transfer payment. As we have shown, fuel surcharge is neutral.
Hence the fuel surcharge policy will not do any harm to consumer interests.

EMPIRICAL ANALYSIS

We show that the rising fuel cost will drive up the total air fares. Because fuel surcharge is
neutral, whether to charge fuel surcharge has no effects on the Revenue Passenger Miles of the
airline companies. Whereas if the fuel surcharge is a way of “fuel tax”, airline companies will
profit from that, and the fuel surcharge will change the passenger kilometer income level. We use
the financial data of some big domestic airline company to conduct the empirical analysis. Since
August, 2005, General Administration of Civil Aviation of China has started to collect fuel
surcharge. Our data show that the rising fuel cost increases average airfare. The Revenue
Passenger Miles (RPMs) decreased excluding fuel surcharge, which means that the nominal
ticket price decreased, yet the total payment of consumers increased. These results are consistent
with our theoretical analysis.

CONCLUSIONS

We show in this paper that when airline market is competitive, surging fuel cost will drive up the
air fares. The role of fuel surcharge is neutral. The same equilibrium will be achieved with or
without fuel surcharge policy. The social welfare results are the same. We also offer an analysis
to clear up the common misunderstanding in which the fuel surcharge policy is assumed to be in
favor of the airline companies at the expense of the consumer welfare.

Policy Implication

Chinese government use fuel surcharge policy to subsidy the airline companies. If the fuel
surcharge is taxed the same as ticket income of airline companies, due to the neutrality of fuel
surcharge, the results with fuel surcharge policy are equivalent to those without fuel surcharge
policy in equilibrium. Therefore, fuel surcharge policy will have no effect of subsidizing airline
companies but will incur lots of institutional cost and public complexion. In conclusion, in order
to reduce the risk of fuel price fluctuation, the corporate income tax on the fuel surcharge should
be exempted.
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MONOPOLY OR COMPETITION: MARKET
STRUCTURE OF CHINESE AIRLINE INDUSTRY

Qiang Gong, Peking University
Xingli Fan, General Administration of Civil Aviation of China

ABSTRACT

Chinese Airline industry is in the process of marketization. After nearly twenty years of
marketization in airline industry, not only the government but also the investors and consumers
show great concern for the present market structure of Chinese airline industry. This paper
initiates a theoretical model for airline market structure, combining with Chinese airline industry
data to study the equilibrium quantity and air fares. Hence we can identify Chinese airline
industry market structure by considering the entry barrier and the costs of the airline companies.
Our analysis shows that instead of monopoly, the present Chinese airline industry structure is
competitive. Our theoretical findings are consistent with empirical facts.

INTRODUCTION

The total transportation volume of Chinese airline industry has come up to the second largest in
the world, right after the United States. The annual growth rate is around 14% in recent years.
The Chinese airline industry is in the process of marketization, and government regulation
becomes the key factor in market structure. In spite of nearly twenty-year marketization, most
airline companies are still state-owned. Not only the government but also the investors and
consumers show great concern for the present airline market structure.

De Vany ( 1975 ) invested the impact of the airline market structure on regulation efficiency.
Douglas and Miller (1974) showed that when the CAB (Civil Aeronautics Board) implements the
regulation policy on the airline market, the regulators can indirectly control the quality by the
selection of the price parameter. Borenstein and Rose (1994) first studied the relation between
price discrimination and market structure, especially market concentration. Alam, Ross and
Sickles (2001) showed that dynamic and competitive pricing policies do exist based on different
structures of air fares.

All big Chinese airline companies are state-owned. People usually believe that the regulation of
government will facilitate airline companies’ collusion to improve their profitability. Therefore,
the market behaves as a monopoly. Actually, we showed in this paper that instead of monopoly,
the Chinese airline market is competitive, and the marketization of Chinese airline industry
works well.

BASIC FRAMEWORK

There are n airline companies in the airline market. Q; is the transportation quantity of the airline

company i, and Q = Zqi is the total transportation quantity of the airline market, P is the
i=1

market clearing price. The inverse-demand function of the market is p(Q) =a—bQ. Each airline

company has the same cost function C.(q,) = K, +cq,, K; is the entry cost for airline companies

and the marginal cost C is constant.
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If the market is monopoly, which means the government plays a coordinative role for collusion
among the state-owned companies, the airline companies will maximize their total profit. That is,

max 7= pQ-6Q- Y K, =(a-bQ)IQ-cQ~ Y K

If the market is competitive, each airline company will maximize their own profit. The profit
maximization problem becomes: max 7z, = pg. —cd;, — K. =(@—-bQ)q. —cq, —K.. In
q.

addition, the airline companies’ number in market is endogenous and will reach the largest
number of companies consistent with nonnegative profits.

MAIN RESULTS

1. If the market is monopoly, when costs go up, market supply will decrease and the price will
increase in equilibrium; when market demand increases, both market supply and market price

will increase. Thatis, 0Q*/0c<0, op*/oc>0, 0Q*/da<0, op*/oa>0.

2. If the market is competitive, when costs go up, market supply will decrease and the price will
increase in equilibrium; when market demand increases, total market supply will increase, but the
equilibrium market price will not change. That is,

0Q*/oc<0, op*/oc=1, 0Q*/0a<0, op*/oa=0.

3. In the competitive market, the equilibrium total number of airline companies in the market is

a—c + a—C K
n* = ———1, the market supply is Q =——-— % and the equilibrium market price

JoK b
is p*=a—-bQ*=+bK +c.

4. When the market demand increases, the equilibrium market price will increase in a monopoly
market and will not increase in a competitive market.

EMPIRICAL ANALYSIS

From 1995 to 2005, with the steady macro-economic development, the Chinese airline industry
has kept growing rapidly. At an annual growth rate of 13.8%, the total transportation volume
went up to 26.1 billion in 2005, which is the second largest one in the world right after the United
States. Meanwhile, the revenue per ton kilometer, which represents the market price, has been
declining continuously, which decreased by 8.8% from RMB$5.63 per ton kilometer in 1995 to
RMBS$ 5.13 per ton kilometer. (as shown in chart 1).
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When market demand increases, the equilibrium price will rise in a monopoly market. Therefore
we can identify the market structure by the relation of market price and quantity in equilibrium.

The regression results are: logQ =16.636-1.8249p with R* =0.5268 . That is, when market
demand increases, market price decreases. The results suggest the hypothesis that the Chinese

airline market behaves as a monopoly should be strongly rejected. Even though the airline
companies are state-owned, the whole Chinese airline market is competitive.

Chart2 : Regression results on the total turnover
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CONCLUSIONS

This paper studied the change of the Chinese airline market structure in the process of its
marketization. We clear up the misunderstanding that the Chinese airline market behaves as a
monopoly because most airline companies are state-owned. In fact, the recent deregulations in
Chinese airline industry do encourage the market competition. Our empirical results show that
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the transportation volume in airline industry grows rapidly yet the price of air fares decrease,
which means that the Chinese airline market is becoming more and more competitive.
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CAN A SOCIOLINGUISTIC INTERPRETATION
METHOD SUCH AS LEXIMANCER TEXT MINING
SOFTWARE BE USED TO INTERPRET THE
MEANS-END CHAIN THEORY

Gillian Johnston, Queensland University of Technology-Brisbane
Marilyn Healy, Queensland University of Technology-Brisbane

ABSTRACT

This conceptual paper proposes a new approach to the analysis of the means-end chain by
incorporating a sociolinguistic interpretation using the text-mining software of Leximancer.
Interpretation of results of studies in Marketing involving the means-end chain theory has often
been restricted to a small variety of methods such as content analysis, Laddermap computer
software or the Associated Pattern Technique. The purpose of this paper is to compare and
contrast the methods used to analyze the means-end chain and to discuss how Leximancer would
best fit this theory.

Firstly the means-end chain is examined along with the methods used to extract information and
analyse Means-end studies. In the means-end chain model, concrete knowledge about product
attributes are connected to more abstract ideas about psychological and social consequences of
the attributes, and the psychosocial consequences are then in turn associated with even more
abstract values. Content analysis was the most prominent method found to be used in most of the
analyses of this theory. Arising from ontological relativity and social linguistics, content analysis
which elicits associations into one of a number of chosen categories, is defined and discussed in
detail. Other methodologies that were found to be used with the Means-end chain theory and or
content analysis were: the hard and soft laddering approach; the associated pattern technique;
the constrained clustering approach; the Ladder Map software; and the hierarchy value map. All
of these methodologies were examined. Next ,the Leximancer text analysis was discussed by
firstly looking at the nine processes of text mining, and later the eight processes of this new text
mining software system that can be used for coding the answers to written or verbal open-ended
guestions that have been asked in surveys or interviews. Finally, the relevance of the new
Leximancer program, and the Laddermap program, which has been used extensively with means-
end studies, is discussed and comparisons made. For example Leximancer is a more recent and
more advanced program than Laddermap as the Laddermap program runs on DOS 3.3, where as
Leximancer operates on Windows 98 or above.

It is concluded that that the Leximancer program would be a much more reliable and valid
method of analysis when used on larger means-end chain studies than some methods currently
used to analyze this theory. Using mathematical and scientific calculations this program offers
both conceptual and relational analysis. The conceptual map produced by Leximancer, was found
to be more comprehensive than the Hierarchy Value Map because it includes not only the main
concepts in the text and their relative importance, strengths, relationships and frequency, but also
the similarities in the context which they occur. The proposal of this new methodology for
means-end chain studies should enable future studies to be carried out with less human error,
and in the process, extend the results to larger more comprehensive analyses. Thus the
theoretical and practical contribution of this paper provides a more efficient and accurate
method of analysis for larger means-end studies.
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OPTIMAL BUY-BACK CONTRACTS WITH
ASYMMETRIC INFORMATION

Qiang Gong, Peking University
ABSTRACT

When demand is uncertain and it is costly for the retailer to forecast demand information more
accurately, the supplier faces moral hazard problem to induce the retailer to forecast more
accurate information which will improve the total profit of the supply chain. This paper provides
a theoretical analysis on the optimal buy-back contract to solve this problem, in which the
supplier chooses the wholesale and buy-back price to maximize his profits given that the
retailer’s inventory order level and private information acquisition decision are both chosen to
maximize the retailer’s profits. In contrast to the standard buy-back contract model in which the
first best of the system can always be implemented, our model suggests that the supplier pays not
only the cost of acquiring information, but also the information rent to induce the retailer to
invest in acquiring information. Consequently, the first best of the system cannot be always
implemented. Our model explains that the Vendor Managed Inventory systems are prevalent
while the retailer is better informed than the supplier. Nevertheless, the standard buy-back
contract theory is inconsistent with the empirical facts.

INTRODUCTION

We consider a vertical system consisting of an upstream firm that sells through a downstream
firm facing uncertain demand. Suppose the upstream firm is the supplier, the downstream firm the
retailer. As is standard in the literature (see especially Pasternack, 1985), the supplier is limited to
a uniform wholesale and a uniform buy-back price, the retailer’s quantity level (inventory level)
is not contractible, and the retailer faces an exogenous retail price. To avoid the double
marginalization of the decentralized system, return for full or partial credit is offered to the
downstream firm. The first best can be implemented if the buy-back contract is well designed.

In many situations, the retailer is better informed about demand information than the supplier.
Kulp (2002) considers the precision and reliability of information and the retailer’s willingness
and ability to share information, and how that will affect the way manufacturers and retailers
structure their relationship. Since she uses a price-only contract, double marginal cost is
generated when the retailer makes a decision, despite the fact that the retailer has more precise
information. This situation differs from that when the supplier makes a decision to overcome
double marginal cost based on less precise information. But if we allow a return policy, the
supplier can give adequate wholesale prices and buy-back rates, and the first best can be
implemented in case the retailer makes a quantity decision when he is better informed. This
means the traditional buy-back system dominates the VMI (Vendor Managed Inventory) system,
which is not optimal in this situation. As a result, these findings contradict with the empirical
results of Kulp (2002). In contrast, our theoretical findings in this paper are consistent with these
empirical results.

We go beyond this basic framework by considering moral hazard problem for the retailer to
forecast more accurate demand information. Whether the retailer obtains information more
accurately is unobservable. The supplier chooses the wholesale and buy-back price to maximize
his profits, given that the retailer’s inventory order level and information acquisition decision are
both chosen to maximize the retailer’s profit. This optimal buy-back contract remains a
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challenging problem. The approach in Pasternack (1985) to solve optimal buy-back contract does
not work here. As shown in our paper, the first best outcome of the system can not always be
implemented, therefore a necessary condition for this approach fails. Lariviere (1999) shows that
the standard first order condition method which is used in solving standard optimal contract does
not work in buy-back contract problem because the Hessian of the supplier’s profit is positive.
We explore in our paper for a method to study this problem.

BASIC MODEL

In our paper, the supplier and the retailer have common priors on the likelihood that demand will
be high or low, but the retailer can improve on these priors by investing in information
acquisition. The additional information shifts the probability up or down, yet does not eliminate
the uncertainty. We assume the retailer’s effort is also a discrete distribution: the retailer either
invests to retrieve information or does not.

The timing is as follow:

1. The supplier offers a buy-back contract (w,b) where w is the wholesale price and b is
the buy-back price. We suppose both w and b are constant.

2. The retailer decides to accept or reject the contract.

3. If the retailer accepts the contract, he will decide whether to invest in acquiring
information. It costs him e to retrieve the information. If he does not invest in
acquiring information, the cost is 0. If the retailer rejects the contract, the game is
over and the profits of both the supplier and the retailer are 0.

4. If the retailer invests in acquiring information, he obtains the information I {1,2},
where 1=1 means he received good news, which means the probability of high
demand is high; and I=2 means he received bad news, which means the probability
of high demand is low. If he did not invest in acquiring information, the information
he has is 1=0.

5. Based on the information |, the retailer decides the quantity q to order to maximize
his expected profit.

6. Uncertainty is realized. The retailer returns the remaining inventory to the supplier
at price b.

OPTIMAL CONTRACTS UNDER ASYMMETRIC INFORMATION: INCENTIVES FOR
INFORMATION ACQUISITION

We assume that the supplier does not know whether the retailer has invested in acquiring the
information or what kind of information he holds. Denote 7,(W,b,1), 7z (1), and TI(l) as the

profits of the retailer, the supplier and the system conditional on the information | respectively.
When I=0, the symmetric information situation occurs.

The information is generated as follows: When the real demand is high, the probability of
generating good news is y and the probability for the bad news is 11—y, that is,

Prob(l =1|h)=y. On the other hand, when the real demand is low, the probability of
generating bad news is y and the probability of generating good news is 1—y, that is,
Prob(l =0]Il) =y . Given the contract the supplier offered, the retailer will decide whether or
not to invest in acquiring information. The retailer would like to retrieve information only if he is

The IBFR- GCBF Proceedings — Volume 2, Number 1 www.ThelBFR.com 47



better off when he does so. The incentive compatibility constraints should be satisfied. The
supplier’s problem can be stated as follows:

1 1
max — 7, (W,b,1) +— 7 (w,b,2
nax 7, (Wb.1) + 7, (W,b.2)

(P1)
subject to
%ﬂ'r (w,b,I)+ %ﬂ'r (w,b,2) —e> 7z, (w,b,0) (IC-1)
and
q(w,b, ) = argmax E{pmin(D,q) — wq + bmax(0,qg - D) | I} (IC-2)
q

We can solve this problem and get the following results:
MAIN RESULTS

1. If the supplier chooses a contract that does not induce the retailer to invest in acquiring
information in equilibrium, the contract is W, =b, = p. In this case, the supplier gets the first

best profit of the whole system conditional on not knowing additional information. The retailer’s
profit is zero.

2. If in equilibrium the supplier chooses a contract which induces the retailer to exert effort, the
retailer will choose a high level of inventory if he has received good news and a low level of
inventory if he has received bad news.

3. If in equilibrium, the supplier chooses a contract that induces the retailer to invest in acquiring

. : : +b » .
information, then the contract (W,b) satisfiesw = pT . In addition, we have the optimal buy-

back contract: b= p — 126 and W= p — 1; .
0—-—)h-I 0——)h-I
@=-)h-1 @=-)h=1
R : . e 2e
4. In equilibrium, the optimal contract is W= p — 1 and b=p— 1
(9—5)(h—|) (9—5)(h—|)

if and only if the cost of effort is e< e*. Where 7, (e*) = 7ZSN .

5. Even if the cost of retrieving information is very low relative to the benefit
improvement of the system, the supplier might not always induce the retailer to invest in
acquiring information because of the information rent.

e N 20-1

6. We define ] [l

(@=)h-1)

supplier will pay to induce the retailer to invest in acquiring information. And we define
el

1
(19—5)(h )

system because of his information advantage.

(h=1)] to be the virtual cost. That is, the cost the

to be the information rent, which is the benefit the retailer extracts from the
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CONCLUSIONS

The standard buy-back contract model is not consistent with the empirical findings of Kulp
(2002) that VMI systems are prevalent when the retailer is better informed than the supplier. We
analyze the optimal buy-back contract for a supplier selling to a retailer when demand is
uncertain, while the retailer can take a costly unobservable action to forecast demand more
accurately. We show when it is costly for the retailer to obtain a better forecast of demand, the
first best outcome cannot always be implemented by an optimal buy-back contract. If the retailer
invests in acquiring information in equilibrium, the total revenue of the supplier covers not only
the cost of investing in acquiring information, but also a positive information rent. Hence, the fact
that VMI systems are prevalent can be well explained in our model. In addition, we offer in our
model many testable results for which we look forward to having empirical application. Our
model is appropriate for analyzing vertical systems when a downstream firm has private
information in acquiring more accurate information of uncertain demand. The model is
technically tractable while it captures most properties we are interested in, and the explicit
solution is available as well.
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COMPANY DISCLOSURE SCORING ON
INTANGIBLES AND THE INFLUENCE FACTORS:
CASE STUDY IN THAILAND LISTED COMPANY

Sukanya Kaneko, Rajamankala University of Technology Pranakorn Bangkok Commercial
Campus

ABSTRACT

In recent years, there are many papers present several models and methodologies to measure
intangibles assets and disclose them in many ways. This study aims to survey the level of
disclosure information of 354 Thailand Listed Companies (2004-2005), except for the company
under rehabilitation and financial groups, in quantitative by using radar diagram and the
influence factors on disclosure scoring: industry group, firm size, audit firm, number of analyst
forecast, amount of independence audit and committee, level of channel disclosure, and changed
in EBIT (%). The information on intangibles disclosed are both mandatory and voluntary
(annual report, form SEC 56-1, company website, and security analyst report) which have shown
in six dimensions: 1) Customers & market, II) Human resources, Ill) Organization, V)
Innovation & IPR, V) Strategy, and V1) Corporate Governance. Disclosure scoring in this study |
comply with the Ferrara Methodology and use regression analysis. This paper find evidences: 1)
only three factors are strongly significant associate with disclosure score (AREA): security
analyst report, industry group, and firm size. 1) The results (R* = 0.336 and adjusted R2 =
0.323) show that other factors are associate with disclosure score (that is the restriction of this
study). I1l) The average area of disclosure scoring on intangible asset in Thailand Listed
Company between industry group are cover area of level 2 (reasoned information) and nearly
closed to level 3 (extended information). The information of disclosure scoring has shown
basically same format in mandatory, but different in voluntary disclosure of each group.
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PRIVACY RIGHTS, PROPERTY RIGHTS AND
COMMON SENSE: ACCESS TO EMAIL AND
OTHER ENCRYPTED MEDIA - IMPLICATIONS
FOR SMALL BUSINESS AND BEYOND

Taylor Klett, Sam Houston State University
Philip W. Morris, Sam Houston State University
Ronald J. Daigle, Sam Houston State University

ABSTRACT

As digital property “wealth” amasses, access to such valuable property may be temporarily or
permanently cut off as the result of the owner’s death, thereby causing in some cases severe
hardship for others. However, such digital property is presumably entitled to be protected under
privacy laws, yet does such privacy continue once a person has died? And, are the existing laws
adequate to deal with the digital age?

Numerous examples of this access dilemma have occurred as poets, soldiers, and others have
died and access to their e-mail accounts have been blocked until access was granted by a court
or other time-consuming methods. In some cases, data may have been lost due to inactivity of the
accounts. Loss of access due to password lockout to critical data and applications in a non-
network environment (and even there) potentially cause even worse problems.

While such delays in access (if achieved) to the underlying materials may have been emotionally
numbing for family members, similar situations involving business owners could have
catastrophic effect upon the surviving parties of the business. While most everyone takes for
granted the concept of password security, little thought is put into succession issues or even
access to such data or media in the event that the originating party is unable to provide the
password or other access.

Conversely, privacy rights of the originator must be considered, even in death or disability.
Invariably, some materials contained in the inaccessible media may not have been meant for
others to be privy to. But the fundamental question still remains, who owns the digital media?
And, precisely who should have access to such data and under what methods should such access
be granted, if any? Finally, what, if any, protections against fraudulent attempts to access the
digital property are available?

This paper analyzes the background and current legal status of the controlling issues, poises

scenarios for individual and business owner concerns, and offers suggestions and possible
methods of dealing with these matters, including fraudulent access concerns.
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THE BROKEN PROMISE OF PENSION FUNDS

Ellen M. Kraft, Georgian Court University
Anne B. Fosbre, Georgian Court University
Nelcy M. Davila-Aponte, Georgian Court University

ABSTRACT

It’s 2007, do you know where our pension is? It was part of the American Dream, a pledge made
by corporations to their workers for their decades of hard work, that they would be assured of
retirement benefits such as pension and health care. Now more and more companies are
rescinding their promise, leaving millions of Americans at risk. Unfortunately, many companies
have already been struggling with underfunding their employees’ pension funds and as a result
many employees are losing their pensions. The Pension Protection Act of 2006 was passed by
Congress and signed by President Bush with a broad overhaul of rules. The Law gives private
companies seven years to shore up funding of their traditional pensions. Special rules for
seriously underfunded companies require them to pay higher premiums to eliminate their
shortfall. A gradual disappearance of pensions is occurring in favor of saving accounts such as
401(k)s that require workers create their own retirement plans.

INTRODUCTION

Pensions and health care benefits were a part of the American dream. A guarantee was made to
American workers by corporations that their retirement benefits would be available for them to
enjoy a financially secure future when they retire. Now many companies are reducing or
eliminating programs leaving millions of American workers at risk financially.

HISTORY

After the Civil War, the federal government formulated the first large pension plan. It included
both Union Army war veterans and war widows (Lowenstein, 2005). In 1890 Congress approved
a plan to extend pensions to include all veterans 65 or over. States and cities followed giving
pensions to police officers and firefighters (Lowenstein, 2005). By World War I teachers were
given pensions as well. A form of social welfare, Governments were able to offer stability
through pensions while keeping salaries low. The first private company pension was offered in
1875 by American Express, a stagecoach delivery service (Lowenstein, 2005). Soon after
railroads followed instituting pension plans. To qualify, workers were required to complete thirty
years of work in order to collect a pension (Lowenstein, 2005). Management regarded pensions
as a tool to retain workers rather than an employee benefit.

World War II provided an opportunity to further encourage pensions. Combined with the
creation of tax plans pensions became an attractive way to limit taxation. The overall effect
presented a tremendous opportunity for unions to force employers to give pensions to their
workers. Back in the 1940’s, Alfred P. Sloan, Jr. of General Motors, warned that pensions and
other benefits would be extravagant beyond reason for the auto industry to provide (Lowenstein,
2005). Nevertheless, John L Lewis, the well known labor leader, led a strike and won a pension
for miners. In 1949, Ford Motor Company surrendered to the demands of the United Auto
Workers UAW union by granting pensions to workers. In 1950 a reluctant Alfred P. Sloan, Jr.
allowed the creation of a pension plan for General Motors (Lowenstein, 2005). A frenzied rush
into the creation of plans occurred. By 1960, 40% of private sector workers were given pensions
(Lowenstein, 2005).
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IT’S 2007 DO YOU KNOW WHERE YOUR PENSION IS?

Since the United States Bankruptcy Court in 2005 approved United Airlines’ request to terminate
its employees’ pension plans, the once secure road to retirement took a turn for the worst
(Randall, 2002). This is not the first time pension plans have been in the spotlight; years ago the
Steel industry cut benefits as a way to avoid bankruptcy. It is apparent that the auto industry is
following the same route. In 2005 United Airlines was the largest pension default in airline
history (Randall, 2002). It indicated the possible formation of a future trend towards ending
employer support for retirement pensions. Unfortunately, many companies have already been
struggling with a big deficit in their employees’ pension funds. As a result many employees are
losing their pensions. The promises that have been made to them for ten, twenty, and thirty years
are now being broken by some of the largest corporations. Table 1 lists the time line for
bankruptcy for several major corporations that have broken their pension promises including
Enron, World Com, Bethlehem Steel, United Airlines, Delta Airlines, Northwest Airlines, Delphi,
and Dana Corporations. Figure 1 is a graph of the amount of underfunding in billions of dollars
that these corporate pensions are short according to the Pension Benefit Guaranty Corporation
(www.pbgc.gov, 2006).

Table 1: Timeline of Bankruptcy of Major Corporations

Date 10/15/01 12/2/01 | 7/21/02 12/9/02 | 9/14/05 | 9/14/05 10/8/05 | 3/3/06
Corporation | Bethlehem | Enron | Worldcom | United | Delta Northwest | Delphi | Dana
Steel Airlines | Airlines | Airways

Source: New Generation Research, Inc. (www.BankruptcyData.com, 2006)

Figure 1: Underfunded Pensions of Corporations
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The trend of filing for bankruptcy has escalated since 2001 as the airline industry suffered losses
from the September 11 terrorist attacks. For example, in the attack United airlines lost two
airplanes. Enron and Worldcom were forced to file for bankruptcy after their accounting scandals
erupted. Declining car sales have caused Dana Corporation and Delphi Corporation to suffer.
The underfunding of pensions is tied to the downfall of the stock market beginning in 2000, lower
interest rates, and insufficient funding of post retirement benefits.
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PENSION PROTECTION ACT OF 2006

On August 16, 2006 President Bush and Congress signed into law the most extensive revision of
the nation’s pension law in three decades (Baker, 2006). The new law is aimed at restoring
stability to company pensions. The Pension Benefit Guarantee Corporation, (PBGC) a federal
insurance program created by Congress steps in to support underfunded private sector pension
plans. Presently PBGC has an estimated $23 to $30 billion deficit (Baker, 2006). The law
requires private sector companies to fully fund defined benefit plans over seven years (Baker,
2006). The law attempts to close loopholes by forcing companies to pay higher premiums to
PBGC if underfunding occurs. Funding provisions of the new law will not take effect for two
years. (Baker, 2006) The airline industry and certain government contractors were given a break
by allowing extension of time for the repayment of any underfunding in their pension plans. It
appears that the funding requirements will tend to push companies toward dropping traditional
pensions in favor of employee financed 401k and IRA plans. The new law allows companies to
automatically enroll workers in 401k programs which could help to increase workers

savings for retirement.

PUBLIC PENSION PLANS

Public pension plans include state and local pension plans. These plans are not like the private
sector pensions plans covered by the recently enacted Pension Protection Act of 2006. State and
local plans, known as public pension plans, are facing an estimated huge funding gap of $300
billion to $700 billion (McKeon, 2006). Pension plans of state and locals are not held to the same
federal standards as private sector plans. The federal government is not responsible for the
regulation of public pension state and local plans. The crisis in public pensions underfunding is
real, but state and local funding is not covered or protected by the Pension Protection Act of
2006, a law enacted to protect private sector funding only. Public pensions of state and local
funds is an issue that has not yet been addressed.

PBGC PENSION BENEFIT GUARANTY CORPORATION

PBGC is a Federal Corporation created under ERISA the Employee Retirement Income Security
Act of 1974 (Congressional Budget Office, 2006). It guarantees payment of basic pension
benefits of millions of American workers and retirees participating in private sector benefit
defined benefit plans. The agency receives no funds from general tax revenues. Operations are
financed largely by insurance premiums paid by companies that sponsor pension plans and PBGC
investment returns (Government Media News Archive, 2002). Until 2001 PBGC had a surplus
and was able to cover any deficiency in underfunded plans. However, as the Federal Reserve
reduced interest rates to low levels equities or stock values of companies fell (Baker, 2006).
Combined with a lack of fully funding post retirement benefits by employers, the value of fund
assets fell below liabilities resulting in underfunding of pension and post retirement benefit plans.
Although underfunding was disclosed in footnotes to financial statements, it was not fully
recorded or included in the figures reported on financial statements. Now it will be required by
the new FASB Financial Accounting Standard requirement No. 158 issued September 29, 2006
(FASB, 2006).

FASB FINANCIAL ACCOUNTING STANDARDS BOARD

The FASB, Financial Accounting Standards Board is the rule making body for financial
accounting reporting to the Securities and Exchange Commission. The FASB Financial
Accounting Standards Board sets the US accounting rules (Chasan, 2006). FASB has issued
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statement No.158 employers accounting for defined benefit pensions and other post retirement
benefits amending previous statements #87,88,106, and 132R, (FASB, 2006). The rules will
apply to certain not for profit organizations as well. The new rule requires a recognition on the
statement of financial position (balance sheet) of an asset for a plan’s overfunded status or a
liability for a plan’s underfunded status (FASB, 2006). The requirement will be effective for
fiscal years ending after December 15, 2006 (FASB, 2006). Thus, companies following a
calendar year must report the change in the 2006 financial statements (Chasan, 2006).

Analysts predict some companies will have to increase recorded liabilities greatly, and some may
have shareholders equity or net worth wiped out (Chasan, 2006). Some of the biggest changes in
balance sheets of companies like General Motors, Ford Motor Company, Goodyear Tire and
Rubber Co., and Exxon Mobil Corporation which have some of the largest US pension and other
post-retirement benefit plans is likely to occur (Chasan, 2006). The new accounting standard
FASB No.158 requirements and the Pension Protection Act of 2006 are likely to result in major
changes in defined benefit pension fund and post retirement accounting.
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A PUZZLE FOR TEACHING THE CONSTANT
GROWTH STOCK PRICING MODEL

Lynda S. Livingston, University of Puget Sound
ABSTRACT

The constant growth stock pricing model is an important component of introductory corporate
finance courses, and an important step on the way to understanding the general two-stage model.
In this paper, | present a relatively fun puzzle based on the relationships implied by the constant
growth model. When solving this puzzle, students are forced to look beyond the apparent
simplicity of the model, ensuring that they are ready to incorporate its concepts into more general
situations. However, the most satisfying part of the exercise is the enthusiasm with which
students approach the exercise, since, after all, it is a puzzle!

INTRODUCTION

The constant growth model is a straightforward approach to quantifying the “art” of stock pricing.
It is more intuitively appealing and apparently realistic than its simplest version, the constant
dollar dividend model, but it still looks deceptively simple. These features make it the model to
which we appeal most often when a stock price is needed within the context of a larger problem
(for example, when we value convertible bonds). Yet it is often misused, misunderstood, or
underestimated, even by those of us who teach it. In this paper, I present a “puzzle” that has
helped my students master the relationships implied by the constant growth model. By the time
they are able to complete this puzzle, which many of them actually think is fun, they have
demonstrated their appreciation for the requirements of the model (e.g., the growth rate must be
“small”) and their facility with its calculations. They are also prepared to quickly and easily
grasp the general two-stage model.

AN EXCERPT FROM THE PUZZLE

The puzzle requires students to sort through a series of statements, assigning each statement to
one of three constant-growth stocks. There are usually around twenty-four total statements, and
two of these are already assigned. In this section, I will give several examples of these
statements, and demonstrate how they are assigned to their stocks. Say, for example, that we have
the statements shown in Table 1. For simplicity, all of these statements belong to stock C.
(Remember that these would be mixed in with statements belonging to the other two stocks.)

Table 1: Excerpt from the Puzzle

Stock Statement

C P;=%$92.7495
[D1o/D,]* -1 =.0275
fundamental price = $85.50
D,/Pg=Dj,/P,; = .1225
i=15.00%
Dg= $11.9953

The second statement links two dividends together, so it tells us that, for one of our stocks, the
constant growth rate (g) is 2.75%. We can now use this g to try to link two prices (or two other
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dividends, or two EPS values) together. For example, if we calculate $92.7495/(1.0275), we find
$85.50; this “match” allows us to assign the second and third statements to stock C.

Some of the puzzle requires simple trial and error. For example, do the 2.75% growth rate and
the 12.25% dividend yield belong to a single stock? If so, they would imply a required return of
15%, which we have. Tentatively associating this dividend yield with C, then, we note that it
implies a first-period dividend of ($85.50)*(.1225) = $10.4738, which then implies that Dgs =
($10.4738)*(1.0275)’ = $11.9953. This gives us the last statement.

There are four general types of statements that I use in the puzzle. First, there are straightforward
rate equalities (such as “i = 15%” or “dy = 12.25%”). Students usually start with these, trying to
propose consistent sets of i, g, and dy values. Then there are algebraic manipulations of the rate
relationships, which are often much more challenging. For example, for stock C above, we may
have Dy,/P; = .1040987; to solve this, students need to manipulate C’s dy and growth rate as
dy/(14+g)° (or actually solve for Dy, and Py;). Third, there are cash-flow statements giving
amounts for various dividends or prices. These require students to test whether two dividends or
prices can be linked with a specific growth rate, or whether a dividend and a price generate one of
the known dividend yields. Finally, there are conceptual statements such as “this stock is
overvalued if the market price is $50.” These remind students about the whole point of stock
pricing: we’re drawing a distinction between the market price (what the price is) and the
fundamental price (what the price should be), in order to identify trading opportunities.

CONCLUSIONS

Understanding the constant growth model is a prerequisite to understanding the general two-stage
case. However, many textbook end-of-chapter problems on basic stock pricing do not rigorously
test the students’ knowledge of the relationships inherent in the constant growth case, so that
students may be inadequately prepared for more difficult problems. In this paper, I present a
puzzle that does force students to work more deeply with a few stocks, and to explicitly
acknowledge the constant growth model’s implications for those stocks. This puzzle has
prepared my students well for the relative rigors of the two-stage model. More importantly for
them, students often actually enjoy working through these exercises.
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ELIMINATING THE AUDIT EXPECTATIONS
GAP: REALITY OR MYTH?

Marianne Ojo, Oxford Brookes University
ABSTRACT

The audit expectations gap is of serious concern to the UK accounting profession with the
Department of Trade and Industry proposing a new framework for independent regulation of the
accounting profession. However the new Accounting Foundation has had its role placed under
review following the Enron collapse and introduction of the Sarbanes-Oxley Act 2002. This
resulted in responsibility for independent regulation of the accounting profession being
transferred to the reconstituted Financial Reporting Council. High profile failure of financial
services firms, commencing with the secondary banking crisis in the 1970s, followed by collapses
of banks such as Johnson Matthey Bankers ( JMB), Bank of Credit and Commerce International
(BCCI) and Barings, building societies such as Grays and insurers such as the recent problems
at Equitable Life and Independent Insurance have given rise to further debate on the audit
expectations gap. The debate surrounding the ““expectations gap” often revolves around whether
such a gap can be eliminated. Sikka, Puxty, Cooper and Wilmott argue that within a social
context, the expectations gap will be difficult to eliminate due to social conflict and the fact that
the meaning of social practices is always subject to challenges. It will however, be argued that
even though the whole component definition of an audit may be subject to changes and
challenges and therefore cannot be objective, elements within the definition of an audit and in
particular, the fraud and error detection role of an audit can be relatively objective.
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BELARUSIAN ECONOMICS: INVESTMENT
POSSIBILITIES

Dzmitry Pankou, Belarusian State Economic University
Tatsiana Rybak, Belarusian State Economic University

ABSTRACT

The priority of the state economic policy of Belarus is creation of a favorable investment climate
for attraction and effective use of foreign investments. The Republic of Belarus is the only country
among the CIS states which adopted the Investment Code — the fundamental document regulating
foreign investments on the territory of the country. The state guarantees stability of the rights of
subjects of investment activities. In order to attract foreign investors measures concerning
improvement of relevant legislation, institutional and structural reforms, and state protection of
foreign investors are being carried out. Commercial organizations involving foreign capital have
certain advantages compared to national economic entities. Six Free Economic zones have been
established in Belarus, where favorable economic conditions are provided through fiscal and
customs preferences. Belarus has positive experience with foreign companies in implementing
large and medium investment projects.

INTRODUCTION

Inflow of foreign portfolio investments in the Belarusian economy increases from year to year.
This fact is confirmed by positive change in the amount of securities issued by the Belarusian
joint stock companies and distributed outside the territory of the Republic of Belarus. Totally,
over 40 billion of securities of 600 Belarusian issuers were distributed to foreign investors from
40 countries for the period from January 1, 1997 to April 1, 2006.

INVESTMENT CONDITIONS IN THE REPUBLIC OF BELARUS

Belarus offers potential investors such advantages as favorable geographic position in the center
of Europe, auspicious natural and climatic conditions, political and social stability,
macroeconomic stabilization, a qualified and relatively inexpensive labor force, high scientific,
technical and industrial potential, capacious domestic market, legal and organizational framework
stimulating investment process.

The Republic of Belarus is at the crossroads of main rail and motor routes, oil, gas and product
pipelines, communications systems between Western Europe and Russian regions as well as
Asian countries. Belarus can therefore become a base for foreign investors seeking to acquire
promising new markets in CIS countries. The economic situation in the country is characterized
by a stable inflation level, predictability of exchange rates, availability of tax and customs
advantages for foreign investors, growth of export potential, developed banking system,
burgeoning market of financial and insurance services.

Highly developed scientific and research facilities make it possible to conduct fundamental and
applied research and development. About 300 scientific organizations work in Belarus. Over 30
thousand people are engaged in scientific research and development, including 805 Doctors of
Science and 3400 Candidates of Science. The activities of Belarusian scientists in the fields of
laser and nuclear physics, nuclear technology, powder metallurgy, optics, software tools,
biotechnology have received world recognition.

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 59



There are facilities for manufacturing goods and services that are competitive on domestic and
foreign markets in Belarus. Belarus specializes in production of machinery, chemical,
petrochemical, light industries, livestock breeding, flax production and potato farming. Belarus
exports over 90% of its automobiles and tractors, about 90% of television sets and potash
fertilizers, and about 80% of machine-tools.

Belarus is a part of a common customs area with Russia. For a potential investor investing in
Belarusian economy he offers access not only to the Belarusian territory, but also to a very
capacious Russian market. Conductive to the expansion of investment opportunities are the
positive dynamics of negotiation process on the accession of Belarus to the World Trade
Organization, improvement of relations with international financial organizations (International
Monetary Fund, International Financial Corporation, and European Bank of Reconstruction and
Development).

Six Free Economic zones have been established in Belarus, where favorable economic conditions
are provided through fiscal and customs preferences. Income tax and value-added tax for the
residents of Free Economic Zones are two times lower than elsewhere in the country. The income
of the residents of Free Economic Zones for their own production is tax exempt for 5 years from
the moment of the declaration of the income.

The Republic of Belarus is the only country among the CIS states which adopted the Investment
Code — the fundamental document regulating not only domestic, but also foreign investments on
the territory of the country. The Investment Code protects property rights of foreign investors,
secures for them business environment as favorable as for national producers, as well as sets for
them special stimulating advantages in fiscal, customs and currency areas.

The Coordination Council on Foreign Investments headed by the Prime Minister has been active
in Belarus. This body develops major objectives and measures to improve the investment climate
in the country and also assists foreign investors in solving problems related to their activities in
Belarus. The Standing Committee and working groups set up under the Council are perfecting
investment legislation, developing free economic areas, improving tax and customs conditions of
activities at the Belarusian market, etc. The Council includes from the Belarusian side: the prime
minister of the Republic of Belarus (chairperson), the first deputy prime minister, representatives
of the Presidential Administration, the National Assembly and other key Belarusian ministries
and departments. The secretariat of the Coordination Council on Foreign Investments is the
Ministry of Foreign Affairs.

Foreign members of the Coordination Council on Foreign Investments include: international
organizations and large foreign investors operating in Belarus: the International Financial
Corporation, Representation of the UNDP in Belarus, the German Economic Club, Ernst and
Young, Slavneft, Coca Cola, MacDonald's, SJS, Maersk Medical, Bacco Bisov Svenska, Impek,
Karl Zeis Stiftung, and Stots Agro-service.

By decision of the Government, foreign investors set up within the Council the working groups
on the following lines: formation of a favorable investment image of Belarus abroad; financial
and tax policy, reform of the Belarusian accountancy system; improvement of customs
procedures and of the legislation on foreign investments. Foreign investors actively supported the
initiative of the Ministry of Foreign Affairs and held several meetings of the working groups; the
results will help to present to the Government proposals on how to improve conditions of work
for foreign investors in Belarus and a plan of their practical implementation.
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Governmental institutions are working on the realization of the National Program on Attracting
Investments to the Economy of the Republic of Belarus until 2010, adopted in 2001. Along with
development of the Belarusian investment potential, the Program has provisions for further
improvement of frame conditions (financial, political and social, as well as in the fields of
administration, management), which would secure the increase of foreign investments.

PRIVILEGES AND GUARANTEES FOR FOREIGN INVERSTORS

Foreign investors in Belarus enjoy equal treatment with local ones under the Investment Code of
the Republic of Belarus which was adopted in 2001 and replaced the Foreign Investment Law of
1991. The Government guarantees equal rights to all investors regardless of the form of
ownership, as well as equal, discrimination-free protection of the rights and lawful interests of
investors. Together with the Investment Code the foreign commercial and investment activities
are regulated by the Law on Enterprises and Joint-Stock Companies. Belarus offers potential
foreign investors a wide range of opportunities for investments into the national economy.
Relative legislation provides for the following forms of investments activities: foundation of
enterprise with 100% foreign capital; creation of joint ventures; redemption of share of an
enterprise.

The state guarantees stability of the rights of subjects of investment activities. According to the
Investment Code in case Belarusian legislation adopted subsequent to the creation of a
commercial organization with foreign investment impairs the situation and business conditions
for foreign investors and commercial organizations with foreign investment established with their
participation (i.e. in case additional or increased obligations are imposed thereupon or in case of a
limitation or suppression of their rights), for a period of five years the legislation in effect at the
date of registration of the commercial organization with foreign investment shall be applied to the
foreign investor, commercial organization with foreign investment, and/or foreign investments.

Investments in Belarus are immune from nationalization without consideration, requisition, and
measures equivalent to nationalization and requisition in terms of their consequences.
Nationalization and requisitioning shall only be possible subject to the timely and full
compensation of the cost of the nationalized or requisitioned investment assets and other damages
caused as a result of nationalization or requisition. Compensation payments with regard to
nationalized or requisitioned investment assets shall be equivalent to the real value of said assets
at the moment immediately preceding the earlier of the nationalization or requisition, or the date
of the public announcement on the nationalization or requisition. Moreover, compensation
payments to domestic investors shall include interest calculated on the basis of the appropriate
currency as quoted by the National Bank of the Republic of Belarus, and compensation payments
to foreign investors shall include interest payments calculated on the basis of the LIBOR rate,
with respect to the period between the date of nationalization or requisition or the date of the
public announcement to that effect, and the date of remittance of the compensation amount.

As of November 2001 Belarus has concluded 42 bilateral investment agreements with following
countries: Poland, Vietnam, Finland, China, Germany, Switzerland, France, United States, Great
Britain, Sweden, Netherlands, Romania, Iran, Italy, Turkey, Ukraine, Bulgaria, Yugoslavia,
Czech Republic, Pakistan, Egypt, Korea, Latvia, Syria, Cyprus, Tadjikistan, Lithuania, Kyrgyz
Republic, Moldova, UAE, Israel, Singapore, Cuba, Libya, Qatar, Austria, Armenia, Mongolia,
Lebanon, Macedonia, Croatia and Kuwait. Investors enjoy the right to appeal in court against
actions (inaction) of government bodies or their officials and local self-governance bodies or their
officials, as well as regulations issued by the government bodies of the Republic of Belarus or
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local self-governance bodies, in the event that the said actions or regulations infringe upon the
investors' rights or cause them losses or other damages. Damages, including losses incurred as a
result of actions by government bodies or their officials and local self-governance bodies or their
officials, or as a result of regulations issued by government bodies of the Republic of Belarus or
local self-governance bodies, shall be compensated from the appropriate treasury by court order.

Foreign investors are guaranteed the right, following the payment of all taxes and other
mandatory charges as established by the legislation of the Republic of Belarus, to repatriate to
locations outside the Republic of Belarus any profits (earnings) received in the Republic of
Belarus as a result of investment activity, as well as any proceeds from the full or partial sale of
invested assets upon the termination of investment activity. The Law on Property allows foreign
legal entities to have in Belarus production and related enterprises, buildings and constructions,
and other property necessary for business activities. Property of foreign owners and their right of
property are guaranteed.

ACTIVITIES OF JOINT VENTURES AND FOREIGN ENTERPRISES IN THE REPUBLIC
OF BELARUS

According to the official data on January 1, 2005 3457 enterprises with foreign capital (1841 joint
ventures and 1616 foreign enterprises) were registered with declared authorized fund capital of
US$ 742.1 million, out of these US$ 382.7 million belong to foreign investors. The major
investors according to the number of the JV and FE founded for the beginning of 2005 are:
Russia (730 or 21.1% out of the total number of working JV and FE), USA (523 or 15.1%),
Germany (375 or 10.8%), Poland (350 or 10.1%), Lithuania (255 or 7.4%), Great Britain (201 or
5.8%), Latvia (176 or 5.1%), Cyprus (144 or 4.2%), Czech Republic (82 or 2.4%) and Italy (82 or
2.4%).

The division of investments by countries of origin provides the following — the USA (US$ 123.8
million or 17.1%), Russia (106.2 million or 14.7%), the Netherlands (101.6 million or 14.0%),
Germany (77.2 million or 10.7%), Great Britain (62.0 million or 8.6%), Cyprus (47.2 million or
6.5%), Austria (27.9 million or 3.9%), Poland (26.6 million or 3.7%) and Latvia (21.2 million or
2.9%).

Belarus has accumulated positive experience of the activities of foreign companies in
implementing large and medium investment projects. Belarus has been successfully cooperating
with internationally known multinational corporations. For instance, joint ventures and foreign
enterprises have been set up with such corporations as German “MAN”(production of light and
heavy automobiles), Dutch “Coca-Cola”, American “MacDonald's” (production of refreshment
beverages and catering), Danish “Maersk Medical”, Swiss “SB Telecom”, German “Alcatel SEL”
(mobile systems of GSM standard and production of commutation equipment), German
“Fresenius” (production of medical instruments), Russian “MTS” (Mobile TeleSystems) and
German “Carl Zeiss” (production of optical and mechanics equipment.

The distribution of the enterprises by the fields of activities is as follows: industry (US$ 423.5
million or 30.6%), trade and catering (US$ 464.6 million or 30.6%) and communication
(US$ 226.6 million or 14.7%). Less than 1% of combined investments go to agriculture (0.8%).
According to Ministry of Statistics and Analysis data of 2004 enterprises with foreign
investments exported goods for more than US$ 2582.3 million (US$ 1 656.6 million JV and
US$ 925 million FE). The export of goods increased by 53.8% in comparison with 2003. The
trade turnover in 2004 exceeded US$ 6 287.4 million and increased by 58.6% in comparison with
2003.
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WAYS OF IMPROVEMENT OF INVESTMENT CLIMATE IN THE REPUBLIC OF
BELARUS

After the Investment Code was adopted in 2001 in the Republic of Belarus, the legal situation for
investment activity was greatly improved. Yet some draw-backs remain - inconsistency of
normative legal acts, inconsistency and controversial character of some legal norms. It is
necessary to finish up the formation of normative-legal base in the field of tax, credit, currency,
custom regulation of investments and provide foreign investors with stable, favorable conditions
for business.

The annual monitoring of investment climate in Republic of Belarus becomes a very actual task.
The most suitable variant is to track the condition of investment climate in the country's economy
without pointing out the separate management systems (branches, regions, economic zones). For
this purpose Ministry of Economy and other ministries are to work out the methodology of
evaluation of investment climate criteria and the methods of its monitoring as well as to organize
cooperation with one of the leading specialized international agencies to define the investment
rating of Belarus. In accordance with economic assessments, the demand for investments within
the period 2000-2010 may constitute US$39. The total amount of investments into the fixed
capital in 2010 is to increase by 2,2-2,5 times in comparison with 2000 (in 2005 it is to increase
by 1,6-1,7 times in comparison with 2000). The investment share into gross domestic product will
be 26-28% in 2010 (19,8- in 2000). It will make possible to ensure the development of industrial
sector, increase of competitiveness of ready-made products in the home and foreign markets and
as a result.
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OVER(UNDER) PAY OF CASH-CEO
COMPENSATION AFFECTING SHAREHOLDER
RETURN IN THAI LISTED COMPANIES

Issaraporn Pholnaruksa, Chulalongkorn University
ABSTRACT

The objective of this research is to investigate the association between over(under)payment of
cash—-CEO compensation and shareholder return. The result of research contributes to
shareholder for realization to the result from over cash—-CEO compensation payment. If firms
have overpaid cash-CEO compensation, their payment will decrease future shareholder return.
The cross-sectional analysis in this study, the cash compensation paid to CEOs of Thai listed
companies have significant association with shareholder return in next period. The regression
analyses in this study supports the hypothesis and implies that over(under)payment of cash-CEO
compensation at the present period leads to decreased(increased) shareholder return in next
period. However, industries are separated to 7 groups. Most industries are not found significant
association between over(under)payment and shareholder return in next year. Except for
consumer goods industry and other miscellaneous industry, their over(under)payment of cash-
CEO compensation are found direct association with shareholder return in next year.
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FOREIGN DIRECT INVESTMENT IN LATIN
AMERICA: A PANEL REGRESSION STUDY

Rahim M. Quazi, Prairie View A&M University
ABSTRACT

Since the early 1980s developing countries have generally experienced a heavy influx of foreign
capital, and among the developing regions, Latin America has emerged as a prime destination of
FDI. An extensive literature has evolved on the inflow of FDI in Latin America, which identifies
a number of variables, such as market size, trade openness, etc., as the key determinants of FDI.
Due to non-availability of reliable and consistent data, domestic investment climate as a
determinant of FDI has been mostly excluded from the literature. This study seeks to fill that void
by using the Economic Freedom Index, published since 1995 by The Heritage Foundation, as a
proxy for domestic investment climate for a sample of 18 Latin American countries over 1995-
2004. Employing panel regression methodologies, this study finds that economic freedom is a
significant and robust determinant of FDI in Latin America.

INTRODUCTION

Development economists generally concur that the inflow of foreign direct investment (FDI) can
play a vital role in the growth dynamics of developing economies. The relevant literature holds
that FDI can fill at least three “development gaps” in recipient countries. FDI can fill, first, the
“investment gap” by providing the much-needed capital for domestic investment; secondly, the
“foreign exchange gap” by providing foreign currency through initial investments and subsequent
export earnings; and finally, the “tax revenue gap” by generating tax revenues through creation of
additional economic activities (Smith 1997). FDI can also help generate domestic investment in
matching funds, facilitate transfer of managerial skills and technological knowledge, increase
local market competition, create modern job opportunities, increase global market access for
locally produced export commodities, etc., all of which should ultimately contribute to economic
growth in recipient countries.

Recognizing the manifold benefits of FDI, developing countries have generally eased restrictions
on the inflow of foreign capital since the early 1980s. Furthermore, the end of the Cold War in the
early 1990s brought about a new political era that not only witnessed the end of the foreign aid
programs sponsored by the erstwhile Soviet Union in socialist LDCs (less developing countries),
but also diminished strategic alliances between the US and the pro-US developing nations
resulting in a sizable reduction in the US-sponsored foreign aid programs. The new political
reality has forced LDCs, hitherto heavily dependent on foreign public aid regardless of their
political ideological leanings, to seek out alternative sources of foreign private capital. As a
result, the annual FDI inflow to developing countries has increased manifold from $24 billion in
1990 to about $228 billion in 2004 (World Bank 2006).

The vital role played by FDI in the growth dynamics of developing countries has created much
research interest among development economists. Consequently, a sizeable empirical literature
has evolved on the determinants of FDI. These studies have identified a number of variables, such
as market size, openness, inflation, political instability, etc. as key determinants of FDI. However,
due to non-availability of reliable and consistent set of quantitative data on investment climate,
the literature has generally excluded the domestic investment climate in recipient countries as a
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determinant of FDI. Two recent studies of the determinants of FDI, Quazi (2006) and Quazi and
Mahmud (2006), have used the Index of Economic Freedom, an annual publication by The
Heritage Foundation/The Wall Street Journal since 1995, as a reliable proxy for domestic
investment climate in South Asia and East Asia.

The primary focus of this study is to investigate whether, in addition to the other variables
routinely used in the literature, economic freedom is also a significant determinant of FDI in
Latin America. Among the developing regions, this particular region receives a
disproportionately high share of FDI, which is perhaps due to its geographical proximity to the
U.S. and Japan — the two most significant source countries of FDI. One country in the sample that
deserves special attention is Mexico, which is currently among the most popular destinations of
FDI in the world. This study also investigates whether NAFTA has created significant locational
advantage for Mexico vis-a-vis other countries in the region.

METHODOLOGY, DATA AND RESULTS

This study analyses the determinants of FDI in 18 countries in Latin America - Argentina,
Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay, and Venezuela. A
general-to-specific modeling approach comprising the following equation is used to estimate a
panel regression model (subscript i refers to countries and t refers to time).

FDIi; = a + B, AFDI ;;; + B, Economic Freedom;+ ; Trade Openness ;,+ B4 Market Size
+ Bs Human Capital ;,; + 3¢ Quality of Infrastructure; + 7 Return on Investment ;,
+ BS Dummy Mexico,t te

Selection of these explanatory variables has been guided by the empirical literature. The lagged
change in FDI (AFDI ;. ;) has been added following Noorbakhsh et al. (2001); return on
investment has been added following Edwards (2000), Jaspersen et al. (2000) and Asiedu (2002);
trade openness has been added following Jaspersen et al. (2000), Lipsey (1999), Loree and
Guisinger (1995), Schneider and Frey (1985), and Wei (2000); human capital has been added
following Hanson (1996) and Noorbakhsh et al. (2001); and quality of infrastructure has been
added following Asiedu (2002), and Loree and Guisinger (1995).

Data on annual FDI inflow, trade openness (trade/GDP), market size (per capita income), quality
of physical infrastructure (natural log of per capita electricity consumption), human capital (adult
literacy rate), and return on investment (natural log of inverse of per capita income), are collected
from the World Development Indicators (World Bank 2006), while data on economic freedom are
collected from the Index of Economic Freedom (Heritage Foundation/Wall Street Journal 2006).
This index is constructed on a scale of 1 to 5, where a score of 1 signifies a consistent set of
policies most conducive to economic freedom, while a score of 5 signifies a set of policies least
conducive to economic freedom. Therefore, countries with lower scores on the economic freedom
index are likely to attract more FDI vis-a-vis countries with higher scores. The effect of NAFTA
on FDI is measured by a dummy variable for Mexico. The time frame covered is 1995-2004,
which is dictated by the availability of data (the EF index is available from 1995 and the WDI
2006 reports annual FDI inflow until 2004).

To ensure robustness of the estimated results, panel regression models are estimated in both

Generalized Least Squares (GLS) and Random Effects techniques. The estimated results are
presented in Table 1 (next page). Among the explanatory variables included in the regression
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equations, incremental lagged changes in FDI, economic freedom, trade openness, quality of
infrastructure, and return on investment turn out highly significant with the correct a priori signs
in both models. Only two explanatory variables — market size and human capital, fail to turn out
statistically significant. It is plausible that their proxy variables — per capita income and adult
literacy rates, perhaps inadequately capture their true effects on FDI. The overall diagnostic
statistics are satisfactory for both models.

Table 1: Determinants of FDI in Latin America (1995-2004)

. GLS Model Random Effects Model

Explanatory Variables

Coefficient 7z stat Coefficient 7z stat
Intercept 7.43 2.71 11.64 2.21
AFDI-, 0.26 3.15%* 0.23 3.22%*
Economic Freedom -0.75 -1.77* -1.41 -2.20%*
Infrastructure 2.22 4.45%* 1.79 1.67*
Trade Openness 0.01 2.99** 0.02 1.67*
Return on Investment 2.30 4.31%* 2.18 1.96%*

Sample size = 162 Sample size = 162
Diagnostic Statistics Log likelihood = -329.09 R’ Overall = 0.21

Wald X% =39.93 (P value =0.00)  [Wald X% = 20.08 (P value = 0.00)
** Coefficient statistically significant at 5%; * Coefficient statistically significant at 10%

Table 2 below shows the effects of NAFTA on the FDI inflow in Latin America, which is
captured by a dummy variable for Mexico. The estimated results suggest that, vis-a-vis other
countries in Latin America, Mexico has not gained a significant advantage due to NAFTA.
Although this result may at first appear inconsistent with the FDI literature, which holds that
NAFTA has substantially boosted the FDI inflow to Mexico, a careful analysis reveals that the
estimated models here in fact explore whether NAFTA has improved the locational advantage of
Mexico over other Latin American countries. Since other Latin American countries already
belonged to several trade blocks, such as Mercosur, Caricom, CBI, etc., they had been enjoying
the fruits of free trade agreements long before Mexico was afforded the same by the creation of
NAFTA. Therefore, it appears that NAFTA did not create additional benefits for Mexico; perhaps
it allowed Mexico to catch up with other Latin American countries.

Table 2: Effects of NAFTA on the FDI Inflow in Latin America (1995-2004)

. GLS Model Random Effects Model
Explanatory Variables - -
Coefficient 7 stat Coefficient |z stat
Intercept 9.84 3.01 11.78 2.05
AFDIL, 0.26 3.227 0.23 3.227
Economic Freedom -0.95 -2.08" -1.41 2227
Infrastructure 2.49 4.76" 1.77 1.60
Trade Openness 0.01 2.99” 0.02 1.62
Return on Investment 2.77 4.50" 2.19 1.84
NAFTA 0.63 1.57 0.33 0.20
Sample size = 162 Sample size = 162
Diagnostic Statistics Log likelihood = -327.03 R’ Overall = 0.21
Wald X% =43.99 (P value = 0.00) | Wald X*=19.43 (P value = 0.00)
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CONCLUSIONS

The results estimated in this study suggest that better domestic investment climate, better quality
of infrastructure, greater trade openness, higher return on investment, and higher incremental
lagged changes in FDI boost the FDI inflow to Latin America, while lack of economic freedom
causes the contrary. While these results are generally consistent with the current FDI literature,
however the result that domestic investment climate is a significant and robust determinant of
FDI is a noteworthy improvement over the current literature. This study finds that a domestic
investment climate that is not conducive to economic freedom will likely negate the stimulating
effects of other positive determinants of FDI. Therefore, strategies should be formulated to
promote long-term economic freedom in the developing countries, which will likely foster a
healthy economic environment that is not only ready to attract more FDI inflow, but also prepared
to nurture the economic ingredients necessary for economic development.

The research focus of this study is worthwhile as it seeks to further our knowledge of the FDI
dynamics in Latin America. Needless to say that a better knowledge of the determinants of FDI is

crucial for devising strategies to promote long-term economic development -- a course that holds
much at stake not only for Latin America, but also for developing countries in general.
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RETENTION OF TALENT AND ENSURING
LEADERSHIP CONTINUITY IN CHALLENGING
ENVIRONMENT

Anitha Ramachander, New Horizon College of Engineering
ABSTRACT

The key for business success is to select and retain top-notch people. People who are talented will
continue to develop their skills and enhance their value in the organization. The basic element is
to improve the staff quality, which can be attained only through identifying the outstanding
employees and developing them. Meanwhile, organizations should also check the under
performing employees. This necessitates identification of the role of every individual in the
organization. A wrong job assigned to the employee is detrimental to the growth of the individual
as well as the organization. The underlying issue here is identifying the performer and non-
performer. A performer needs to be motivated and recognized in the organizational environment
and improvement plans to help the non-performer to perform has to be implemented. The
improvement plan will help the non-performers to know what you expect from them, the feedback
of measurable goals and objectives to assist them in progression. If the employer has done his
part in creating that positive environment in which the employee can become successful and still
the employee does not succeed, it is good that the employer relieves the non-performer. It is
better for organization and individual who can find opportunity elsewhere. These days star
performers do not stay in the organizations. It is due to failure to understand the employee needs
in the workplace. As a result, companies have to look in for new hire that can effectively take the
place of previous one and put the business on the right track. Hence, a company must devise
effective employee retention strategies that prevent employees from leaving the company. The
paper elucidates on the reasons for employee attrition and the key strategies that can help in
maximizing employee retention within organizations.

Achieving excellent performance in large, complex and rapidly changing organizations requires
effective leadership. Modern leaders must continuously push their own boundaries in order to
drive performance improvement across their organization. While ensuring a culture of
accountability, while encouraging innovation and change they must also have the skills to
motivate and inspire others by allowing them to grow confidently and improve productivity.
Companies wrongly focus on leadership traits, styles and technical competence. They commit a
major error when promoting successful individuals without acknowledging required skill set
differences at different levels of leadership responsibilities. Leadership continuity (succession
planning) is a crucial part of an organizational Human Resource strategy.In today’s
unpredictable business environment, leadership continuity is a lengthy process, which faces
tensions and challenges including flexibility. To hire the people who make their career decisions
and to increase the diversity of the talent pool and to ensure that the employees are properly
developed has become a challenge to management. Though training helps to develop future
leaders, the experience they require for the position of a future role as a leader is not
delivered. Leadership continuity is a process, which helps the organizations to develop structure
career development program or the most talented individuals and align this with the needs of the
organization. Companies need to build leaders, not buy them. The more people achieve, the more
they learn. Their willingness to tackle new challenges increases. To capitalize on potential,
companies must define the true work requirements at each key leadership level. Leadership
continuity systems must spell out what’s needed to make a successful transition from one layer of
leadership responsibility to the next. Leadership continuity is a process, which requires careful
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thought planning and effort for which the payback is significant. Expected or not, leadership
succession is inevitable for any surviving business but successful succession is a reality that must
be planned. An increasingly important factor in this ever-changing economy is the imminent
retirement of an entire generation of leaders. Consequently, succession planning is becoming an
increasingly distinct strategic imperative. This paper discusses the strategies needed in the
retention and development of talent and leadership continuity within organizations.

Keywords: Performer, attrition, employees, organizations, employer, leaders, Talent, career
development, training.

INTRODUCTION

Effective recruitment and selection process in attracting the best work force thereby reducing the
turnover of staff by improving the performance of employees are the imperative tasks of the
present day organizations. The statement mentioned here could be divided into several sections.

a) Effective recruitment and selection process

b) Attracting the best work force

¢) Reducing the turnover

d) Improving the performance

e) Establishing best succession plan

Securing the services of the right people at the right time in the right place is a common adage.
Retaining the services of the right people at the right time in the right place is the recent phrase
that is emphasize to growing organizations. There are rare cases of employees working with a
sense of passion. The employees look forward to progress within the company. Identifying their
passion and encouraging them to pursue leadership roles would retain top talent in the
organization. In this resource paper we would focus on employees on two major issues.

a) Retention of talent
b) Leadership continuity

Retention of Talent

Spotting the right talent at the right time and placing them in the right job is an imperative task
that needs to be addressed by challenging organizations. In today’s business scenario we do not
find the right person to do the right job eventually causing more of loss to the organizations.

Leadership Continuity

The issue of leadership continuity or succession planning has been increasingly difficult to
implement due to the shortage of leadership skills. Identifying leaders and developing them in
their skills sets can happen only when talent is nurtured properly.

Purpose of Study

Fast growing corporate world, challenging environment, high attrition rates, search for able
leadership, deficiencies in HR Programs and policies are the present concern. This paper is an
exploratory research work with questionnaires being administered to 200 employees from various
organizations and varied work experience. The purpose of conducting this study is to know the
reasons of attrition and have a strong talent retention strategy simultaneously focusing on
leadership roles for Star performer. Attracting the top performers motivating them and retaining
them is the biggest challenge. Star performers would prefer to work with star companies only.

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 7]



This is because of the exemplary management practices, profile and excellent employee systems
these top companies follow. If other companies are revamping, rebuilding or restructuring should
be aware that top talent would come to them only when the vision is shown and offering them the
opportunity to be a part of the dream. Top performers can only be turned on by challenge, change
and results, as they are drivers who can realize the dreams of the organization. They thrive on
recognition for their efforts in the form of flexible work timings, time off etc. Companies should
give them projects that are challenging and stimulating. Pay them well so that they don’t go
looking elsewhere for better horizons. When employers fail to pay attention to them and their
needs, there may be someone right under their nose scouting to take them away. A powerful
leader is one who knows that his company would be successful only when quality people build it.
People are the priority in organizations and increasing employee retention or reducing attrition is
the biggest challenge.

We need to protect and build for the future, to attract and nurture the leaders of tomorrow who
will deliver this long-term value. As the market for executive talent becomes increasingly fluid,
as real and perceived loyalty of the employee to the employer reduces, companies without a clear
strategy for finding and retaining talent will lose out. And that is even more so in a service-based
industry where, fundamentally, our only source of sustainable competitive advantage is our
people. The lack of talented people to develop new thinking and to challenge the status quo can
be severely limiting factor to a company’s growth ambitions — not just for the present, but also
more importantly for the future. Without a Programme to identify talent, strengthen the
capabilities of existing leaders and increase the number of people in the leadership pipeline, a
business is more likely to fail. The focus we place on finding and retaining talent is core to the
business. We believe that consistent growth in customer and shareholder value is primarily
achieved through employees who understand how they contribute to the business as individuals,
who have the capabilities and commitment to deliver to our customers, and who know how they
can help and develop and them implement our strategy. The objective, of course, is to leverage
the skills and capabilities of our people, to turn their talent into business success leading to
sustained competitive advantage.

METHODOLOGY

The survey asked respondents to rate the degree of importance or level of agreement with a
number of statements related to:

% Benefits
+« Retention Strategies

% Organizational culture

% Personal and job satisfaction

7

7

Table 1: Showing the Responses Stated by Respondents as a Common Reasons for Leaving

Organizations
REASONS YES NO
A | Monetary benefits or other rewards are insufficient 82% 18%
B | Feeling of not being considered important by their superiors 80% 20%
C | Too many rules and neglecting suggestions given by them 78% 22%
D | Culture of the company does not suit them 74% 26%
E | Promotion & growth opportunities are not bright 70% 30%
F | Leaving for personal or domestic reasons 15% 85%
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Employees feel that they deserve more than what they actually get. A good reward system would
not only motivate the employee but also others in the organization. A well-established reward
system would experience excellent commitment from all the employees. Rewards and
recognition are the best motivators to retain employees. Identifying employee of the month,
giving gift voucher or even hosting a lunch are few suggestions. Employees look for some
meaningful and motivational rewards. To attract them, simple moves like these would help the
employers to create loyalty and rapport in the work place. In fact, organizations spend each year
to equip their employees with the required qualities and skills to make them become more
productive. To make an employee productive, the employer should have mastered the leadership
skills to become trusted and well liked by his employee. Only in such case, where it is give and
take from either side, the employee will go out of his way to exhibit higher levels of productivity
and remain loyal to the company. Communication is a best tool, which the employer has to adopt
to help the employee understand that he is important to the growth of the organization.
‘Leadership is based on inspiration, not domination; on cooperation, not intimidation’

Sample Composition

Basic Description

« Sample Size 200

% Gender 61% male

o Age 25 to 58 = Average age 41.5
% Educational attainment 78% with Post graduate degree

Occupational Class

Figure 1 describes the sample distribution by occupational class. 43% of the sample was top-
level management and 37% middle level management.

Figure 1: Sample Distribution by Occupational Class

20%

43% O Top Level Myt
m hiddle Level Mgt
O Others

Top Level Management 43%
Middle Level Management 37%
Others 20%
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Figure 2 describes the sample distribution by tenure. It means the opinion of the respondents
when asked how long employees stay in the Organisation. Employees who move away from the
company are more during 7-8 months. The percentages of people who leave are less after a year.

Figure 2: Sample Distribution by Tenure
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Figure 3 describes the sample distribution by reasons for leaving. The most common reasons for
leaving were

Figure 3: Reasons for Leaving
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B. Feeling of not being considered important by their superiors
C. Too many rules and overlooking of suggestions given by them
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D. The culture of the company does not go well with them.
E. Encouragement & development opportunities are not intense
F. Personal reasons

Figure 4 describes the sample distribution in terms of when they are likely to leave was definitely
made. 40% of the sample decided to leave less than 3 months, although 5% decided to leave over

a year.

Figure 4: Likely to Leave
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Table 2: Parameters

Parameters Explanation

Salary & Rewards Receiving a competitive salary and benefits package and being paid
above the market average for the type of job

Career Advancement A clearly defined career path which stretches one’s capabilities to realize
his/her full potential

Working Relationships | A team atmosphere and a sense of belonging with a good relationship
with the manager based on mutual respect

Job Satisfaction A job you find satisfying and that interests and stimulates the employee

Working Conditions Modern Infrastructure and flexible working conditions and participative
management

Loyalty Working for an organization with commitment

The top 3 reasons for employees leaving are
1) Lack of opportunities for personal and career development

2) Lacking sense of belongingness & adaptability to organization culture
3) Salary & benefits
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Organizational Factors and Reasons for Leaving

63% have stated that leavers from the Public Sector are more likely than leavers from any other
industry to leave because of a lack of development opportunities.

Propositions for Retention Strategies

The investigation into employees’ reasons for leaving has revealed a number of causative factors.
Many employers were ignorant of the real causes of employee attrition. This highlights the
importance of employers ensuring they understand and pro-actively manage the most influential
HR practices to reduce employee attrition. Even though not the major cause of turnover, pay and
reward does remain an important factor in the retention issue. Organizations that pay employees
below the market rate are likely to experience high levels of turnover. Strategies like financially
incentives to employees to retain are unlikely to secure anything more than short-term dedication
to the organization. A lack of development opportunities was the most important factor in
employees’ decisions to leave their previous organization. Matching development opportunities
to individual employee’s career aspirations is likely to have the most positive influence on staff
retention.

The task of managing employee attrition can be split into three stages:

1) Identify the level and cost of turnover of employees
2) Realize the reasons for employees to exit
3) Implement retention strategies with leadership continuity

FINDINGS AND CONCLUSIONS

There is unquestionable substantiation that the field of Employee Retention is growing in
importance as an HR function. This is due to a general consensus that certain types of turnover
can have a large detrimental impact on organizational effectiveness, together with a growing
awareness that it is possible to reduce redundancy and improve organizational performance and
employee well being. Nevertheless "Retention’ as defined HR function does not seem to exist in
many organizations, mainly due to apparent lack of information and visibility. Keeping an eye on
turnover rates and collecting reasons for leaving both increase the information available, as well
as raising the awareness of retention issues within an organization. Unfortunately approaches
towards collecting exit data seem to be for the most part haphazard, unsystematic and non-
strategic. Most exit data collected can be questioned in terms of validity. For a significant
proportion of organizations the data collected is not aggregated across the organization to give a
strategic overview. The results were then compared from a large sample of actual employees. In
the main the results were very similar, although there were also areas of discrepancy that the
reader can use to challenge his or her own ideas.

To summarize, it is clear the Employee Retention is an immediate attention seeking HR initiative
that has to be given the priority in human capital management. It is however still in its formative
years compared to the typical recruitment function with its relatively enormous infrastructure and
budget. This disparity needs to be rectified.

RECOMMENDATIONS

After analyzing the causes and the effects of talent retention and lack of leadership development
there is a need to implement the right model to ensure the smooth functioning of organizations.
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The following model is a guide to organizations in improving their ability to attract, develop,
motivate, organize, and retain talent. Be it retention of talent or leadership development the need
is to create employee involvement.

RETENTION OF TALENT AND LEADERSHIP CONTINUITY MODEL

Challenging Environment

ORGANIZATION

v

EMPLOYEES

A\ 4 v
RETENTION FEELING VALUED LEADERSHIP ROLES
OF TALENT & INVOLVED
¢ Identification of
% Employee well & Performance potential leaders
being Appraisal + Creating a
«  Mutual % Salary & rewards corporate
communication & Job satisfaction succession Plan
«  Good quality <  Communication + Implementing
lineManagement and fair treatment leadership
¢ Effective internal % Training continuity
co-operation Development
«»  Career & Career
advancement % Health and safety
% Clear and % Co-operation &
attainable HR Friendly relationship
policies and
practices

To overcome the causes the management has to implement strategies in retention. Employers

should be visionaries’ in-

e (Creating and maintaining an environment that lures, retains and encourages employees.
e Relating to employees and treating them as one family.

e Supporting them by giving them the right infrastructure and information to make them
do the job.
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e Making them grow professionally and personally.
o Compensating them in a broad perspective.
e Building their relation with their superiors

Appropriate strategies as mentioned above should be implemented to overcome problems of
attrition. The best practice could be to
e Select the right candidate for employment.
Orientate for a longer period with new employees.
Cherish the values of organization and implement the same.
Use different rewards for different tasks and recognize the employee.
Make the job easily done without interference.
Implement corporate leadership continuity.
Conduct exit interviews to know the reasons for departure

In today’s unpredictable business environment, succession planning is a lengthy process, which
faces tensions and challenges including flexibility. To hire the people who make their career
decisions and to increase the diversity of the talent pool and to ensure that the employees are
properly developed has become a challenge to management. Though training helps to develop
future leaders, the experience they require for the position of a future role as a leader is not
delivered. Leadership continuity is a process, which helps the organizations to develop structure
career development programme or the most talented individuals and align this with the needs of
the organization.

Leadership Continuity (Succession Plan) Involves:

Identification of possible successors

e Development plans for individuals
Review the actual pattern of job filling to check the individual development plan
has taken place

There should not be any secrecy in implementation of succession plans. All employees should be
aware that such a process exists and how the process works. Those who are within the process
should have a chance or an opportunity to formulate their career aspirations, preferences and
constituents. The organization should give the feed back of their work and how they are
perceived and the kinds of job moves for which they would be considered. This necessitates the
linking of various outputs with leadership continuity. It therefore calls for linking of resource
policy, strategies for skill development, job-filling process, individual development plans and
assessment processes. It calls for:

e A broad human resource planning that has a combination of internal development and
external recruitment. It calls for a mix between generalist and functional career paths and
also the outline for successions demanded in various areas during various frame of time.

e Implementation of strategies for developing the skills needed in the organization.

e Proper job-filling process that should be adopted by the organization. It could be a direct

one to make appointments, which become a rare phenomenon. It could also be
advertising for the job internally.
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e A talent pool of those identified should be made. They should be given the skill training
/coaching and the job experience required to meet the profile of the post. This is
otherwise termed as individual development plan.

e To derive a conclusion or a judgement on the skill criteria needed for the job; assessment
processes are considered as feedback on succession plans. Individuals need to be aware
of the assessment process used to cover the specific and generic skill sets mentioned by
the organization.

In the organization, the leadership continuity has to be a graceful event. Strategising rightly and
executing successfully would not make it a dramatic one instead would resemble the flow of
events that occurs over a period. Psychologically, no body prefers to think about their mortality.
Executives/Leaders are no exception to this rule. But, not planning the succession and leaving
the place due to unforeseen circumstances like serious illness, disability or death can be a rude
shock in the company. Such crises are upheavals.

Some people are reluctant and feel no one knows their business like they do. They have to have
faith and trust to appoint a board. The board is a surrogate parent and advises the management
like a moderator, reconciler, cautioner and supporter. This is helpful in case of family owned
business. Identifying the right successor amongst many children is a difficult task. The board
would help in grooming the right successor. If a key employee leaves the company it can mean a
loss of continuity and even loss of profitability while the company recruits new people.

The long-term success of your organization depends on how well you develop the people around
you by inculcating the corporate culture and psychology. Leadership continuity helps the
organization to

Know the keys to success at each level

Build morale in enabling the individual to grow personally and professionally
Identify the training needs of individual and group

Identifying the people who are like successors at various levels

Assess the performance of individuals

Create developmental plans

Cutting cost on hiring from outside

The starting point of leadership continuity is to identify the key leaders whose absence would
have a negative impact on the stability of the business to avoid this situation identification of
internal talent and developing them would reduce dependency. Leadership continuity is a
process, which requires careful thought planning and effort for which the payback is significant.
People are persuaded by reason, but moved by emotion; [the leader] must both persuade them and
move them.”- Richard M. Nixon

Excellent talent management is one of the key strategic drivers of corporate performance today.
Companies, which do a better job of attracting, developing and retaining talent, will gain more
than their fair share of this critical resource, boost their performance and gain competitive
advantage.
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THE ROLE OF SELF-EFFICACY ON
SALESPERSON EFFORT: THE INFLUENCE ON
NEW PRODUCT INTRODUCTIONS

Adam Rapp, Kent State University
Mike Ahearne, University of Houston
Joel Le Bon, ESSEC Business School
Kevin Trainor, Kent State University

ABSTRACT

This research focuses on the impact of salesperson product perceptions on customer product
perceptions, and salesperson behaviors of working smart and hard after a new product launch.
We also examine the role of a salesperson’s self-efficacy in our conceptual framework, as well as,
outcomes of both salesperson and customer perceptions of the product. Our hypotheses are tested
using survey data from a sample of 231 salespeople in the pharmaceutical field, along with
external ratings from customers, and archival measures of effort and performance. Our findings
suggest that favorable product perceptions enhance working smart behaviors; however, our
results also indicate that contrary to popular belief, salespeople with favorable product
perceptions may actually demonstrate less effort. Interestingly, we discover that self-efficacy
strengthens this negative relationship leading to speculations of intrinsic motivation. Ultimately,
we find that a salesperson’s new product sales are impacted by that salesperson’s smart and hard
behaviors, as well as by the customer’s product perceptions. We conclude with a discussion of
implications and promising directions for future research.
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IS IT WORTH THE COST? MARKETING TO
NEGATIVELY PERCEIVED CONSUMER GROUPS

Susan Baxter, Bethune-Cookman College
ABSTRACT

Examining consumer concerns is of importance to marketers. Some concerns include the desire
for businesses to be more socially responsible through products and being more inclusive in
advertisements. . To stress the need for social responsibility, consumers have reverted to using
civil disobedience. A civil disobedience tool, the boycott, is now being used to protest not only
unethical behaviors, but to also discourage businesses from marketing to certain populations and
from giving employees of that group recognition. Consumer groups that are prejudiced against
other consumers are attempting to impact corporate decision making in regards to human
resource policies and marketing decisions. This paper looks at the history of inclusiveness,
boycotts, and the current state of affairs with consumer groups.
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JOB INSECURITY AND CONSEQUENCES A
COMPARATIVE STUDY: CONTRACT AND
PERMANENT EMPLOYEES
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M. Anis-ul-Haque, Quaid-I-Azam University
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ABSTRACT

The experience of job insecurity in most of the studies has been linked to several organizational
outcomes but relatively lacking the impact on individual outcomes. The strength of these effects
has been found to be inconsistent and vary across studies. The present study examines the level
of job insecurity perception and its individual consequences (physical & mental health
complaints, job withdrawal intentions) and organizational consequences (organizational
commitment, job involvement) amongst contract and permanent employees. The study also
examines the impact of gender and experience level on job insecurity and its outcomes. The
study is conducted on middle level managers of a telecom company, which is in transition phase
of privatization and reorganization. The data are analyzed by t-test and ANOVA. The results
show significantly higher health complaints, job involvement, organizational commitment and
lower job withdrawal intentions among permanent employees. Men show significantly higher
health complaints than women. Study also shows significantly higher health complaints and
lower job withdrawal intentions among employees with more job experience. Practical
implications of study, limitations and recommendations for future research are made.

INTRODUCTION

In the past two decades, effects of economic globalization and rapid technological changes have
resulted in increased workloads and a faster pace in the workplace. Consequently stress emerged
as one of the most pervasive phenomena in the world and affects people from all walks of life.
Occupational stress is interchangeably termed as job stress and work stress. In the research
literature stress is defined as the harmful physical and emotional response that occurs when the
requirements of the job do not match the capabilities, resources or needs of the worker. In recent
years the dynamic economic vexation situations and competitive standards have resulted in
downsizing, mergers, acquisitions, joint ventures, outsourcing and other type of structural
changes. The immediate response to cope such dynamic environment is reduction in workforce
and employment practices of temporary jobs, as a strategy to reduce costs and increase flexibility.
All these factors of organizational transition tend to produce increased feelings and perception of
insecurity, pertaining to job and its future. Since job insecurity involves the experiencing of
threat and is described as a stressor, as it implies great deal of uncertainty regarding whether
individuals would be able to keep and maintain their jobs in future. Consistent with theories of
the stress, job insecurity would result in various types of individual and organizational outcomes
and being an important stressor requires further investigation for its relative impact on these
strains (Katharina, Sverke, & Hellgren, 2005)).  The results of previous studies are not
conclusive (Katharina et al. 2005), as the findings of study in one culture cannot be generalized
readily to other cultural settings. Currently less research has been conducted in South Asia and
particularly in Pakistani socio-cultural context, indicating to fill this knowledge gap.
Furthermore, researches that have been conducted on job insecurity considered the construct with
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reference to contract employees mostly and ignoring the impact on permanent employees,
particularly during reorganization transition phase. The present study examines and compares the
level of perception of Job Insecurity between contract and permanent employees and its
individual consequences (physical & mental health, job withdrawal intention) and organizational
consequences (organizational commitment, job involvement). Study also examines the level of
these variables with regards to demographical factors including gender and level of job
experience.

LITERATURE REVIEW

Like other work-related stressors, job insecurity is associated with a number of detrimental
consequences for both the individual and the organization. Perception of job insecurity has been
shown adversely effecting physical and psychological health. The relation varied in strength
from weak to moderately positive and in some studies no support for a significant relationship
between these two variables.

Job insecurity leads to an increased intention to leave the organization (Sverke Hellgren &
Neswall, 2002). Limited empirical research has examined turnover intention with reference to
job insecurity and job status (Rannia 2002). Organizational commitment in many studies found
to negatively moderate the association with job insecurity. Whereas, some reported a strong
negative relationship or no significant relation at all, indicating further exploration to establish the
relationship. Job involvement has been theorized to increase psychological attachment and would
result in a stronger negative reaction to a perceived threat of stressors. Studies have reviewed that
job involvement may influence the work outcomes (Brown 1996) but studies lack impact with
respect to job insecurity. Researches suggest that characteristics of the jobholders have
vulnerability for detrimental consequences of job insecurity. Contract workers are shown to have
less experience in an organization due to increased intention to leave the organization and change
jobs and organizations quite often (Sverke et al., 2002). There is evidence that gender is related to
employment status and women found to express more negative reactions to contract work as
compared to men.

METHODOLOGY

Participants

This hypothesis testing study is conducted in the middle level managers of leading Telecom
Company of Pakistan, presently under process of privatization and deregulation with increased
feelings of job insecurity. Based on the stratified disproportionate random sampling design,
questionnaire was given to 130 individuals and a total of 112 respondents returned, with response
rate of 86%. ANOVA and t-Test are used in hypotheses testing statistical analyses.

Measures

Physical and mental health measured by manual of the general health questionnaire by Goldberg
(1978), organizational commitment by Porter (1974), job involvement by White (1973), job
withdrawal Intention by Hanisch and Hulin (1990) and job insecurity based on De Witte, (1999).
Demographical information include, job status (contract, permanent), sex (men, women), level of
job experience (1-3 years, 4-6 years and more than 6 years) categories.
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RESULTS AND DISCUSSIONS

As shown in Table 1, the results in the present study consistent with (Kaiser, 2002), show
significantly different levels of job insecurity in the contract and permanent employees (p=.004).
Consistent with De Witte (1999), results show a significantly higher health complaints (p=.000),
job involvement (p=.000), organizational commitment (p=.046) and lower job withdrawal
intentions (p=.001) among permanent employees as compared to contract employees.

Table 1: Comparison of Means for Contract and Permanent Employees with Level of Significance

Contract Regular
(n=53) (n=59)
M S M SD t p
Health 21.66 6.31 27.81 6.49 -5.1 .000
Organization Commitment 54.13 6.16 56.96 8.38 -2.0 .046
Job Insecurity 6.75 2.38 5.42 233 2.98 .004
Job Involvement 32.98 4.42 35.77 4.42 -3.8 .000
Job Withdrawal Intention 9.05 3.26 7.10 2.60 3.52 .001

df=110

As shown in Table 2, there is significantly higher health complaints (p=.011) and in consistent
to Probst, (2000) a significantly lower job withdrawal intention (p=.000) among more job
experienced employees as compared to low experience.

Table 2: Means and One Way ANOVA of Different Levels of Job Experience with Significance
Levels

1-3 Years 4-6 Years More than 6 Years

(n=45) (n=19) (n=48)

M SD M SD M SD F p
Health 23.28 6.91 22.94 5.46 27.18 7.28 4.67 .011
Organization
Commitment 54.35 7.37 54.73 6.54 57.16 7.86 1.80 .169
Job Insecurity 5.53 2.32 6.84 2.56 6.22 2.44 2.18 118
Job Involvement 33.73 441 33.78 3.89 35.39 391 2.18 117
Job Withdrawal
Intention 10.11 3.39 7.94 2.19 6.10 1.37 29.81 .000
df=111

Consistent with Martocchio and O’Leary (1989) Table 3 shows that men are more vulnerable to

health deterioration than women (p=.052).

Table: 3 Comparisons of Means for Men and Women Employees with Level of Significance

Males Females
(n=75) (n=37)
M SD M SD t p

Health 25.81 7.04 23.05 6.89 1.96 .052
Organization Commitment 56.30 8.21 54.24 5.74 1.37 173
Job Insecurity 6.18 2.34 5.78 2.63 .820 414
Job Involvement 34.80 3.92 33.75 458 1.25 214
Job Withdrawal Intention 7.72 3.02 8.64 3.14 -1.50 134

df=110

PRACTICAL IMPLICATIONS AND FUTURE RESEARCH

Job secured employees are more job involved, more committed to the organization, and have
fewer turnover Intentions, but are more vulnerable to adverse effects of distress. The study
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provides a mechanism to identify individuals who may be more adversely impacted by
organizational transition. This study enhances our understanding of the process and outcomes of
job insecurity for organizations that wish to develop human resource planning, counseling,
policies and procedures on empirical basis. Future research can consider other job factors,
demographic characteristics, contextual variables, and personal characteristics and adding
moderators in such studies. This will be the impetus for researchers to conduct research across
such more local organizations where privatization, downsizing, mergers, joint ventures and other
reorganizations are planning of future. Increase in sample size, population diversity from different
firms, industries and country may strengthen the study. Longitudinal research is really required
to confirm and establish the causality of the variables in post transition phase.
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IAS 39: DO THE COMPANIES FULFIL THE
REQUIREMENTS FOR REPORTING OF
FINANCIAL DERIVATIVES?

Jiti Strouhal, University of Economics in Prague
ABSTRACT

Although in the United States derivatives have been traded since around the middle of the
nineteenth century, in the Czech Republic a derivative was an unknown term until lately — or
rather a term referring to someplace an un unknown empire. The situation started to change
roughly in the second half of nineties, when as part of macroeconomic shocks and government
crisis in 1997 when interest rates increased significantly and the Czech crown devaluated from
day to day. At that time companies felt first time ever how heavy impact an unexpected and not
counted on change of market conditions may have on them. From 2001 to 2004 another unusual
phenomenon occurred which shook the business sector; should a prophet has predicted it at the
end of the nineties, he would probably be clamed to be crazy. The exchange rate of dollar against
crown dropped from over 40 CZK/USD to 20 CZK/USD. Companies that made contracts with
their customers in dollars but with suppliers in crowns bore a great exchange rate risk and they
frequently paid a lot when dollar dropped. At the moment we also have to mention world prices
of oil and oil products which rocketed so high that nobody could have expected it several years
ago.

This paper focuses on the comparison of reporting of the derivatives using IFRS in comparison
with the Czech accounting legislature by the companies listed on the Prague Stock Exchange
(PSE). Study draws the attention to check the differences in reporting of derivatives and also
compares their qualitative advantages. Results of this study are based on the analysis of annual
reports of the companies listed on the PSE. Any of analyzed companies didn’t allow all of the
requirements of IFRS on reporting of the financial derivatives.

INTRODUCTION

The motives why Czech companies started or are string to make derivative businesses are a few.
The praiseworthy motive is the control of financial risk, elimination of possible unexpected losses
from unpredictable movement of exchange rates, interest rates, commodity prices or other market
factors which a company cannot affect in any way. This motive, however, is not the only one. In
lots of cases companies conclude derivate trades — although they hardly admit it — simple because
they want to try such a business. And there are also businesses — fortunately only exceptional —
when a company agrees derivates that even cannot be determined as hedging and they represent
only mere speculation, or an adrenaline game in the market casino. We should also add that such
an adrenaline game usually is hidden under the robe of complex models and studies, adding the
special tinge of scientific, modern and progressive qualities.

In the Czech business sector derivates are admissible mainly via banks. The access to derivative
stock exchange is rather complicated and is related with considerable transaction costs. Some
companies, however, are offering the access to derivative stock exchange and it will only take
some time before Czech companies start up search for the access actively. This paper focuses on
the comparison of reporting of the financial derivatives using IFRS in comparison with the Czech
accounting legislature by the companies listed on the Prague Stock Exchange. Results of this
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study are based on the analysis of annual reports of 51 companies listed on the Prague Stock
Exchange. Currently there are traded 133 securities on the Prague Stock Exchange:

Table 1: Securities listed on the Prague Stock Exchange

Stocks Bonds Total
Primary market 8 25 33
Secondary market 25 17 42
Free market 14 44 58
Total 47 86 133

The most important players on the Prague Stock Exchange are definitely the financial institutions
and majority of bonds are state bonds. We focus our analysis on corporations listed on the PSE.
We will analyse 51 companies (see the following table):

Table 2: Segmentation of Analyzed Companies

Segment of the industry Analyzed companies

Traffic, communications 3

Timber and paper industry 1

[\
)

Energetic

Chemical industry, pharmaceuticals

Trade

Services

Construction industry

Mechanical engineering

Textile and clothing industry, leather manufacture

Mining

Food industry

=N W= W N[N | W |

TOTAL

wn

Defined targets of our analysis focuses on empirical data including their impact on the financial
results of analysed companies. The main problem is the fact that management of the companies
many of information needed presents quite abstractly because of the very sensitivity character of
these information. We will focus our analysis on the data published in the Annual Reports of the
companies and their Financial Statements for the period of 2004. All data presented are measured
in thousands CZK.

CONCLUSION

The main conclusion of this analysis is the fact, that the impact of using derivative operations on
the financial results of the companies is very low. If the company has the positive or negative
result of these operations, their impact on the balance sheet was less than 2 %.

As for the derivative typology, the companies in Czech prefer in the management of currency
risks the FX forwards much more than FX options. In the way of interest rate derivatives,
companies prefer interest rate swaps. The quite surprising fact of our analysis is that the Czech
companies listed in Prague Stock Exchange don’t use commodity derivatives.
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The main problem of the reporting about the derivative operations is the very low level of the
information about derivatives. Moreover the companies are in this way non-uniform although
they should meet the requirements of IAS 32 and IAS 39. Therefore the data are very difficult to
compare and interpret.

Information about the structure of the derivative operations, their nominal and fair values, types
of the derivative instruments are crumbled on whole length of the annual report. For example
company reports the nominal values for each type of the derivative instrument, but the fair value
of these instruments is aggregated only for the types of the financial risks. Other problem is the
reporting of cross currency swaps. Some companies reports CCS as a part of the currency risks,
other companies as a art of the interest rate risks.

Majority of the companies didn’t report the information about their hedging strategies. The
shareholders of these companies therefore have no information about the fact which part of the
sum could be classified as a fair value hedge and which part as a cash flow hedge. There were
reported no information about the measurement of the efficiency of the hedge accounting.
Companies only cribbed the Act about derivatives.

Majority of the companies reported, that the derivative operations are not used for speculation.
Therefore the companies which didn’t mention this fact demonstrably use derivative operations
for the speculation. We assume that the companies are nowadays more cautious in using these
operations than in previous years. But we should realise that the very low level of the information
about the derivative operations have the negative impact on the possibility of making fair
financial decisions because of the information asymmetry. Another problem is the measurement
of the fair value in the Czech OTC derivative market.
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DOUBLE-LOOP LEARNING PERFORMANCE
MEASUREMENT SYSTEM — PART I: LAYING THE
GROUNDWORK ON THE THEORIES OF
ORGANIZATIONAL LEARNING

C.C. Tan, Seafresh Industry Public Company Limited
ABSTRACT

This article demonstrates that an effective performance measurement system (PMS) must be one
that is capable of delivering a continuous process of adjusting, learning and applying the right
strategic contents to a business opportunity scenario by a context setter in adaptation to
changing competitive contexts of businesses which when it is successfully implemented it will
deliver expected organizational performance of competitive advantage. In other words, effective
performance measurement system demands organization to engage in higher-order or systemic
learning that is capable to unfreeze ineffective business or strategy assumptions, and thus
organization can manage performance initiatives which lead to successful change management.

INTRODUCTION

Performance measurement enables us to critically question our current assumptions through
learning. As such performance measurement system is a lived corporate space for continuous and
systemic learning which is the result of a process of cognitive construction and continuous action
adjustment in order to meet goals (Scott, 2001). Performance measurement system as a systemic
learning system also exhibits the property of whole-part interaction in a way that we each embody
our thought and consciousness and that the wholeness is implicated in each of us. Leitch et al
(1996) assert that all organizations indeed learn whether they consciously choose to or not. Thus,
performance measurement system is a management control and leadership platform of holistically
sensational interaction that creates highly positive energy for focus and corporate uplifting (Tan
and Arsirapongpisit, 2002). It is like a kinesthetic speaker who is able to take audiences on an
emotional journey enriched with sensory experience and infuses the presentation with a legitimate
sense of authenticity and emotional impact that reinforces and connects with the content (of the
presentation) and informs its development (Morgan, 2001).

In other words, an effective performance measurement system must be the result of a proactive
behavioral act (accountability, empowerment, commitment, and responsibility) which delivers the
embodiment of an implicate order that symbolizes a shared value type of corporate policy or
value norms, where energy communicated and sent is reverberated back into the source of
communication for better synergistic actions, organization and performance management (Tan
and Arsirapongpisit, 2002). In sum, there are three important domains of systems performance in
which an organization must target in order to yield positive performance results, namely
cognition, action and behavior (Yolles, 2004) from which performance measurement must reach.
Careful analysis on the literature indicates that these three domains of systems performance do
indeed span across four different disciplines, namely organization development (Yolles, 2004),
performance measurement system, strategy formulation and organizational learning. The meta-,
action- and behavior-domains of systems performance (Yolles, 2004) signify the concurrent
importance of mental models or assumptions, execution and deployment, and finally leadership
and behaviors. The linkage between cognition, action and behavior is established through the
feed-forward and feedback control mechanism as highlighted in the concept of systems-as-
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designed and systems-as-executed, and also as captured within the framework of single and
double-loop organizational learning system depicted in Figure 1.

Figure 1: Performance Measurement System Presented as a Performance Comparative Process
and Feedback Control System
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LAYING THE GROUNDWORK ON ORGANIZATIONAL LEARNING FOR
PERFORMANCE MEASUREMENT SYSTEM

Learning and performance measurement are interrelated. Learning is stimulated by absorbing an
organization in a perceived problem or opportunity (Argyris and Schon, 1996). Bandura (1986)
asserts that learning is conceptualized mainly as a knowledge acquisition through cognitive
processing of information, which in this case is about performance measures. In Zubert-Skerritt
and Perry (2002), organizational learning and performance are interrelated as learning involves a
participatory or collaborative process of learning and performance in solving complex problems
and in achieving change, and in improving performance at the individual, team and organizational
levels. In a way, performance and learning process can be perceived as a ‘safe practice field’
where participants’ mental models and future actions are shaped and reshaped in continuous
developmental cycle (Smith and O’Neil, 2003) with full support from management. In today’s
hypercompetitive environment, organization must be equipped with a capability to sense and
actualize emerging potentials and to discern the shape of the next game (Arthur, 1996). The only
source of sustainable competitive advantage is now shifting towards organizational learning.
Simultaneous learning and performance thus necessitates one to take on an interpretivistic
epistemological approach that emphasizes the necessity of taking action in ambiguous
circumstances as a means of creating knowledge. Blackman et al (2004) treat this learning
approach as a double-loop learning within a Popperian epistemological learning model (Popper,
1979) presented in a deterministic equation as P1 (problem in its original form) = TT (tentative
solution or theory) = EE (error elimination e.g. critical discussion or testing) = P2 (problem in
new form). That is, performance gaps or errors are eliminated by reflecting on mismatches
between tentative solutions and expected outcomes (Blackman et al., 2004).

Gustavsson (2001) describes such an organization as eventually possessing transcendental
consciousness and capability, which is in reality a double-loop learning ability. Blackman et al
(2004) argue that when organization reaches a double-loop level of organizational capability, it
begins to develop consciousness in its routine and thus it enables organizations to be skillful in
examining the problems at higher level of cognitive and experiential level. Such an ability to
adapt to change and seek epistemological knowledge discourse is itself a source of competitive
advantage. In Wright and Geroy (2001), continuous learning helps renewing corporate soul with
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distinctive attitude and belief system. Learning nature of performance measurement system has
been illustrated by Tan (2004). Essentially the learning loop on performance measurement system
embeds the leitmotiv and model of Kolb’s (1984) experiential learning which is consisted of
learning mechanisms that include reflective observation, abstract conceptualization, concrete
experience and active experimentation. At the organizational level, there is a profit plan to meet,
and we have our shareholder, customer and key stakeholders’ values that we are committed to
deliver within the reach of our organizational capabilities and resources. The stakeholder
expectations are then translated into marketing and business plans, which are then deployed to
internal business process dimension in terms of management decisions and system of
differentiated activities for sustainable competitive advantage. Management decision
demonstrates our ability in abstract or strategic conceptualization, and our system of activities
reflects our concrete experience. The learning and growth is an active experimentation. It reflects
a leadership culture for active experimentation, hands-on management, and careful exploitation of
technologies and human competencies. When values-as-espoused and values-as-delivered are
compared, performance gaps resulted will continually keep the learning loop in action.

Dodgson (1993) states that ‘learning is a dynamic concept, and its use in theory emphasizes the
continually changing nature of organization.” As such, when organizational learning is embedded
and internalized in the theories and practices of performance measurement system, organizations
that practice them become thrilled in hyper-competitive changing environments, and they are
creative and alive, and are always willing to engage in continuous improvement activities to meet
stretched goals. In other words, performance measurements should be aimed to stimulate
continuous improvement rather than simply monitoring particularly in a hypercompetitive
environment of constant changes. Learning needs information and in particular codified
information, otherwise learning is limited to implicit or indirect channels. Performance
measurements are important particularly when we view organization as a knowledge market. In
sum, a discourse over performance metrics is regarded as a learning activity that influences
behavior and helps improve our ability to make effectively balanced decisions. Learning enables
the creative generation of effective business strategies which is necessary for organizational
success. As such, organizational learning is a key driving force in PMS.

Organizational learning is effective in transforming organization and its context, its knowledge
and capacity. Even more fundamentally, organization needs learning as organization is a learning
system itself (Revans, 1982). Effective higher-order organizational learning has to emphasize in
enriching epistemological understanding and ontological insights, which is on the other hand a
hermeneutical undertaking to facilitate inquiry and learning discourse of shaping interpretation
and bringing learners or action participants on board on the themes in organizational learning.
Hermeneutic traditions undertake to understand human and social realities by interpreting the
meanings shared by the social group or held by social actors. This requires participants to be
skillful in tapping into the advantages of multi worldviews or multi performance perspectives
such the 4 BSC (Balanced Scorecard) perspectives described in Kaplan and Norton (2001).

Equifinality property advocated in the systems complex theory further reiterates that it is highly
possible that drastically different actions or processes may lead to a common destiny. This forms
the epistemological learning and learning-how-to-learn process in gaining knowledge within the
context and environment of PMS. Doing so will equip one with a competency to excel in
workplace. In uncertain industrial environment today, organizational ability to learn to compete
and survive in the context of the Darwinian law of the survivability of the fittest is probably the
only sustainable source of competitiveness. In other words, learning within a systemic
performance measurement system is both process-centric and ends-oriented. On the process-
centric aspect, the process of engaging within the performance measurement system identifies the
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way we can go about acquiring a competence, a necessary organizational structure, culture or
industrial environment in order to facilitate and support that competency achievement, whereas
the ends signifies the level of competence and ability to forge a niche position. On the ends-
oriented aspect of performance measurement system, the ends should be met with a learning
process that is systemic and generative learning in nature by strategically asking where the
organization should stand in the future marketplace.

CONCLUSION

A simple configuration of feedforward-and-feedback loop-based organizational learning system
established within the lived space and system of performance measurement is demonstrated. Both
single-loop and double-loop learning concept to performance measurement system (PMS) are
introduced. Double-loop learning capability in performance measurement system is achieved
when performance gaps detected gets corrected in ways that involve the modification of an
organization’s underlying management theories, paradigms, norms, policies, business strategies,
objectives, management and performance deliverable systems.
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DOUBLE-LOOP LEARNING PERFORMANCE
MEASUREMENT SYSTEM - PART II: UNIFYING
SCHOOLS OF THOUGHT

C.C. Tan, Seafresh Industry Public Company Limited
ABSTRACT

This article demonstrates that an effective performance measurement system is one that is
capable of delivering a continuous process of adjusting, learning and applying the right strategic
contents to a business opportunity scenario by a context setter in adaptation to changing
competitive contexts of businesses which when it is successfully implemented it will deliver
expected organizational performance of competitive advantage. In other words, effective
performance measurement system demands organization to engage in higher-order or systemic
learning that is capable to unfreeze ineffective business or strategy assumptions, and thus
organization can manage performance initiatives which lead to successful change management..

INTRODUCTION

Six broad schools of thought in the research discipline of performance measurement system
(PMS) are proposed in Tan (2006), namely systems worldview, generic and bounded rationalism,
prioritizationism, functionalism, behaviorism, instrumentalism and consequentialism. These six
schools of thought embrace broad-based dimensions of key success factors in the design,
implementation and routine operations of Performance Measurement System (PMS) or BSC
(Balanced Scorecard) system which for instance include:

e Pay attention to process effectiveness and interconnectivity (functionalism)

e Make clear on competitive priorities and performance targets (prioritizationism or
valuationism)

e Establish business strategies that are capable of generating competitive advantage
(instrumentalism and consequentialism)

e Ability of the performance measurement system to influence human behaviors on
aggregate basis and also to eliminate measures that shift behavior out of line with their
core business strategies (behaviorism).

e Establish and make effective implementation on business policies, management belief
and value system, leadership model and corporate culture, business management model
and operations principles, performance accountability and stakeholder relationship
structure (generic and bounded rationalism), and

o Foster the establishment of a cohesive system of similarity to a total quality management
approach that integrates the value chains of the business or the organization (systems
worldview).

DOUBLE-LOOP LEARNING APPROACH TO PERFORMANCE MEASUREMENT SYSTEM

As noted in Mintzberg et al. (1998), different schools of thought, when appropriately overlapped,
will bring about creative frameworks and new perspectives of synthesis. Based on the systematic
review in the literature of performance measurement system within the lens and context of
systemic organizational learning, a systemic learning approach to performance measurement
system can be configured in a feedforward and feedback adaptive control system model as shown
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in Figure 1. Essentially Figure 1 presents the systemic learning approach to PMS along the
creative modeling direction asserted by Mintzberg et al. (1998) in which schools of
prioritizationism, generic and bounded rationalism and systems worldviews take the lead in
driving both first-loop and double-loop learning and essentially form the so-called meta-
competency of the organization. While the generic and bounded rationalism provides the
philosophical norms and values for the organization and the systems worldview provides the
systemic competency in order to secure the cohesion and productive contribution of each sub-
system component, prioritizationism school of thought forms the basis from which other schools
of thought (that predominantly handle the action and behavioral domains or theories-in-use
dimension of PMS, referred to Tan, 2006) such as functionalism, behaviorism, instrumentalism
and consequentialism are relying upon for the direction and objectives of the PMS establishment
in the organization in the first place. The positioning of prioritizationism in the systemic learning
loop of PMS can be confirmed by borrowing the findings from Campbell et al. (1997) and
Drucker (1974).

In Campbell et al. (1997), it is asserted that the only firm foundation in strategy formulation is the
establishment of organizational purpose or objective. Also in Drucker (1974), it is stated that
objectives form the basis for work and assignment, and they determine the structure of the
business, the key activities which must be discharged, and above all, the allocation of people to
tasks. In the systemic learning approach to PMS, two types feedback are made possible within a
performance measurement system, which are negative feedback and positive feedback. While
positive feedback tends to create destabilizing effect on performance system behavior (Boland
and Fowler, 2000), the negative counterpart is a stabilizing agent of change that always seek to
bring about convergence towards some declared goals (Boland and Fowler, 2000). While single-
loop organizational learning is predominantly a negative feedback as it is a learning and
performance mechanism to enable organization to make simple adaptation and taking corrective
action (Argyris and Schon, 1978), double-loop learning possesses both negative and positive
feedback characteristics. However as double-loop learning is a higher cognitive learning and
performance mechanism, it avoids the consequence of destabilizing effect as cautioned in Boland
and Fowler (2000).

The reason is that the negative feedback of double-loop learning mechanisms allows organization
to see things in totally new ways (Argyris and Schon, 1978) while the positive feedback of
double-loop learning reinforces the effectiveness of plans and systems-as-designed and thus
confirms the usefulness of refreezing effective management paradigms and methodologies as it
has already been argued in Lewin (1951)’s unfreeze-change-refreeze change management model.
In addition, the feedback and feedforward elements and functions of performance measurements,
when they are systemically configured and exploited, have directive, motivational and reinforcing
properties (Bilodeau, 1966), and when positive behaviors are reinforced, the possibility for better
effective actions is increased (Harrison and Pelletier, 2000). Brignall and Ballantine (1996) names
the evaluation of performance based on feed-forward as ex-ante and the evaluation of
performance based on feedback as ex-post. Two double-loop-feedback attributes are explained in
Ashby (1960) which could be of usefulness; that is, the double-loop feedback delivers two types
of measurements, one of a frequent and short-run kind, and the other of a less frequent but longer-
run kind or slower frequency dynamics version.
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Figure 1: Systemic Learning Approach to Performance Measurement System Presenting in a Feed
forward and Feedback Adaptive Control System Configuration
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The adaptive systemic loop approach to performance measurement system essentially fosters
organizational learning and continuous improvements at paradigmatic and value level, cognitive
and reasoning level, strategic level, action level and socio-cultural level. As such, organization
absorbing in such a PMS becomes a repository of learning which is a direct result achieved from
the system’s self-adaptability and auto-generation of the performance measurement system. The
double-loop learning is aimed to put the management system always in the loop of continuous
improvement. Double-loop learning is needed in order to avoid the weaknesses brought about by
‘group-think’ or collective blindness. Larsen (2001) cites that the whole tenor of the literature on
organizational learning is that collective blindness, ‘group-think’ often seriously limits the vision
and reduces learning to take place within a paradigm, a way of thinking that is not questioned. As
such, questioning into the assumptions behind actions is a necessity for organizational success. It
avoids falling into the trap of collective blindness — i.e., part of a culture, a dominating paradigm
in the organization (Larsen, 2001).

With the continuous higher-order learning capacity in place, the performance measurement
system will not fall into the normal feedback management control situation; that is, when
objectives are met, improvement efforts will slow down (Ghalayini and Noble, 1996). An obvious
advantage with systemic circular intercommunication or cybernetic process is that through
continuous adaptation, learning and performance, positive behaviors can be established and
reinforced. Thus, systemic ability enables the performance measurement system to behave as an
epistemological device from which managers inquire and learn about the difference perception of
reality and solve messed business problems.

Each school of thought presented in Figure 1 possesses the themes and key-success-factor
characteristics of an effective PMS captured in a systems worldview. Systems worldview school
of thought in performance measurement system serves three purposes. First, systems worldview
is demonstrated as possessing the capacity in unifying the theoretical disciplines of all other five
schools of thought. Second, systems worldview serves as a useful part of management paradigm
that still fits the competitiveness requirements of today’s knowledge industry. Third, systems
worldview demands a need for systemic integration across the components of key success factors
or management variables which it integratively forms the systemic organizational learning system
in organization. With the systemic learning system being installed, the performance measurement
system will increase the fullness and deepness of learning about the diversity of performance
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issues and dilemmas faced, which is centered around reflexively conscious intervention towards a
balanced reconciliation and resolution to the themes of process and organizational design (e.g.,
are we doing the things right), processes for debate (are we doing the right things), and in optimal
knowledge-power dynamical condition (is rightness buttressed by mightiness or vice versa)
(Flood and Romm, 1996).

In other words, this triple loop learning manifests itself in the form of “collective mindfulness”,
that is members discover how they and their predecessors have facilitated or inhabited learning,
and produce new structures and strategies for learning (Romme and Witteloostuijn, 1999) and
thus effective organizational change efforts and performance. As it has already been theoretically
demonstrated that the other five schools of thought can be unified within the systems worldview
theoretical framework, it is thus propositioned that simultaneous higher scores or capabilities in
Behaviorism, Prioritizationism, Functionalism, Generic and Bounded Rationalism, and
Instrumentalism and Consequentialism will represent the characteristics of a triple-loop learning
competency of the organization — that there is a systemic coverage absorbed in collective
mindfulness on key performance issues and variables of concern that bring about expected
organizational effectiveness and success.

CONCLUSION

This article presents a systemic double-loop learning approach to PMS. The double-loop learning
configuration unifies six broad schools of thought in PMS originally presented in Tan (2006). In
order to equip PMS with double-loop learning and performance capability, PMS must be made
capable of adjusting and transforming assumptions behind actions, and norms and practices so
that the original level of performance achievement can be readjusted to a new height or new
competitive level. This avoids the pitfall of being confined within a single-loop learning level in
PMS: that is, when objective is achieved, organization stops to make further continuous and
generative improvement efforts.
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IDEALISM AND RELATIVISM: A STUDY OF
UNDERGRADUATE BUSINESS MAJORS VERSUS
NON-BUSINESS MAJORS

Angelina S. MacKewn, University of Tennessee — Martin
K.W. VanVuren, University of Tennessee — Martin

ABSTRACT

In the field of psychology there is a theory of ethical grounding that distinguishes
between people on the basis of “idealism™ versus “relativism”. An idealistic person is
one who believes in absolute truths, values, and rules. A relativistic person, on the other
hand, believes that truth is relative to some context; and for them there are no, nor
should there be, any absolute values or rigid ethical rules of conduct. This study surveyed
undergraduate business and non-business students at a mid-sized southern university to
examine whether business majors differed from non-business majors on
idealism/relativism and moral decision-making. This research question has important
implications not only for pedagogical purposes but also practical implications in the
hiring of persons by employers. The results of the study produced evidence that on
theoretical terms business students are more relativistic than are non-business students;
but when presented with practical real-world situations in which to apply relativistic
thinking, the two groups were not significantly different.

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 1(1



POST-VIOLATION TRUST REBUILDING IN B2C
ELECTRONIC COMMERCE

Qinyu Liao, The University of Texas-Brownsville and Texas Southmost College
Xin Luo, Virginia State University
Anil Gurung, Kansas State University

INTRODUCTION

The last decade or so has witnessed an explosive growth of electronic commerce. While the
extensive use of Internet provided a new arena for marketers and retailers, the long-term
profitability and survival of business to consumer (B2C) electronic commerce depend on the
continued online buyers rather than the first-time users. According to Parthasarathy and
Bhattacherjee (2001), it costs as much as five times more to acquire new customers than keeping
existing ones. For example, a 5% increase in customer retention in the insurance industry
typically translates into 18% savings in operating costs (Crego and Schiffrin 1995)

Trust is important for keeping continued buyers (Brynjolfsson and Smith 2000). An online
customer has to trust the online business to disclose his/her personal and credit information in
order to finalize a transaction. He or she has to trust the quality of the products or services
because in most of the transactions the seller and buyer may have had never met. There are many
studies that have investigated on how trust affects consumer behavior in electronic commerce.
Online companies have been using third party seals, customer feedback or comments board,
reputation advertising, privacy statement and insurance to engender trust over their customers and
differentiate themselves from untrustworthy competitors(Lee, Ang et al. 2005). In risky online
environments where information fraud and breach may exist, the online merchant should also
understand how trust can be rebuilt should there be a violation of trust.

This study will focus on the process of trust rebuilding using the expectation-confirmation theory.
A theoretical model of post-violation trust rebuilding will be developed and empirically tested
with the data collected from a survey of online auction users. The specific research questions that
we would like to address in this study are as follows: 1) what are the factors behind the online
users’ intention to continue trusting the site even after a trust violation? 2) how do these factors
influence continuance trust intention?

The paper is arranged as follows. The next section describes trust, expectation-confirmation
theory and the concept of trust violation. The third section develops the proposition and the
research model as well as the methodology. The fourth section presents the possible findings and
implications of the research.

LITERATURE REVIEW

Trust and Trust Rebuilding

Trust has been one of the most significant research phenomena across a variety of disciplinary
fields including philosophy, psychology, sociology, management, and information systems, etc.
Theoretical underpinning of trust has been demonstrated through a plethora of various
perspectives. Lumann (1979) indicates that trust refers to the belief that other people will react in
predictable ways. From a social-psychological point of view, Cremer et al. (2001) argue that
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social interactions are pleasant and cooperative if individuals take into account others’ interest
because understanding trust is important to promote cooperation across different social
interactions. Trust is a bilateral relation that involves an entity manifesting trust called the trustor
and an entity being trusted called the trustee. In this research, we adopt the universally
acknowledged definition of trust from the work of Mayer et al. (1995), who refer to trust as the
willingness of a party/trustor to be vulnerable to the actions of another party/trustee based on the
expectation that the other (trustee) will perform a particular action important to the trustor,
irrespective of the ability to monitor or control that other party (trustee).

Trust is believed to exist when one part has confidence in an exchange partner’s reliability and
integrity and is the perceived credibility and benevolence of a target of trust (Morgan and Hunt,
1994; Doney and Cannon, 1997). Trust has been considered essential for understanding
interpersonal behavior because of uncertainty and information asymmetry. In conventional or off
line commerce, trust stems from the expectation of positive consequence as well as the
acceptance of vulnerability, and is of crucial importance due to the difficulty of confirming
another’s identity and the information asymmetry between trustors and trustees. This importance
of trust has been magnified in online environment, partly because of the lack of physical
proximity, which, in offline settings, can aid trust building. This viewpoint is supported by
Quelch and Klein (1996) who argue that trust is a crucial factor in stimulating purchase over the
Internet.

Trust enables cooperation and permits voluntary participation in mutually beneficial interactions
which are otherwise costly to enforce or cannot be enforced by third parties. While previous
literature has suggested that the establishment of trust is a gradual process because trust is built on
the assumption that trustee can entertain estimates of trustor’s trustworthiness, it does not take
more than an instant to destroy trust by misfortune or a mistake and it may be costly or take a
long time to rebuild trust once it is lost. We argue that trust is bound to be lessened if the trustee
fails to perform the tasks to meet his commitments due to lack of incentive, lack of ability, or
complicated circumstances beyond his control. The erosion of trust is believed to harm both the
involved parties. The severity of trust violation depends on the magnitude of the violation,
number of prior violations, and the specific dimension of trust that was violated. Notwithstanding
the previous contention that trust cannot be repaired once it is violated, we argue that broken trust
can be retrieved and that rebuilding trust is a long and arduous journey even if trust violation may
seriously damage or irreparably destroy trust. Our argument is based on the assumption that the
trustor is willing to or has incentive to reconcile and restore trust on the trustee.

From a psychological perspective, reconciliation occurs when both trustee and trustor exert effort
to rebuild a damaged relationship following an incident involving a broken promise and strive to
settle the issues that led to the disruption of that relationship (Lewicki and Bunker, 1996).
Defined as a deliberate decision by the trustor or victim to surrender feelings of resentment and
grant amnesty to the trustee or offender, reconciliation is viewed as a behavioral manifestation of
forgiveness (Tomlinson et al, 2004). Furthermore, according to Lewicki and Bunker (1996), it is
possible to forgive someone or release him from responsibility for damage he has inflicted
without exhibiting a willingness to reconcile the relationship or trust him again in the future.
Therefore, we believe that, following a trust violation, if the trustor or victim is willing to
reconcile, rebuilding trust in the relationship becomes possible.

While previous literature has tended to demonstrate the factors that influence trust, less attention
has been paid to how trust may be rebuilt after trust is breached or violated. Trust violation occurs
when the trustor's confident positive expectations of the trustee are disconfirmed. The
consequence of the violation is that subsequent trust is eroded and lowered and that it may reduce
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the extent to which victims of these violations cooperate with the offender. This reflects the
fundamental mechanisms of human psychology known as the asymmetry principle (Slovic,
1997). According to this principle, trust-destroying events are more noticeable, more credible,
and carry much greater weight than trust-building events. For this reason, once initiated, distrust
tends to reinforce itself. The asymmetry principle makes it more difficult and more costly for the
learning party to obtain estimates of trustworthiness. Research within organizations has shown
that trust violations stifle mutual support and information sharing, and even exert negative effects
on organizational citizenship behaviors, job performance, turnover, and profits.

Expectation-confirmation Theory

Expectation-confirmation theory describes the process by which consumers reach repurchase
intentions(Oliver 1980). It has been used to study consumer satisfaction, post-purchase behavior
in consumer behavior literature (Oliver 1980; Oliver 1993; Dabolkar, Shepard et al. 2000). The
constructs in the expectation-confirmation theory include expectation, perceived performance,
confirmation, satisfaction and repurchase intention. According to the theory, consumers purchase
a product or service based on initial expectation on the product or service. Satisfaction is formed
if the post-purchase evaluation matches their initial expectation. Satisfied consumers finally lead
to repurchase intention but dissatisfied users discontinue the subsequent use.

Satisfaction is the summary psychological state resulting when the emotion surrounding
disconfirmed expectations is coupled with the consumer’s prior feelings about the consumption
experience (Oliver 1981). In expectation-confirmation theory, satisfaction is the key to forming
and maintaining loyal consumers. The level of satisfaction depends on the baseline expectation. A
high level of expectation tends to enhance one’s satisfaction, while low expectation reduces
consequent satisfaction. Pre-purchase expectation can change when consumers had first-hand
experience and the post-purchase expectation provides the basis for subsequent behavior
(Bhattacherjee 2001).

Conceptual Development

Consumers’ post-violation trust rebuilding in electronic commerce is similar to consumers’
repurchase decision-making. Both decisions are influenced by an initial experience and followed
by a confirmation experience (product/service use or trust restoring activities). Rational users
most likely will go through a decision making process, similar to that in expectation-confirmation
theory, prior to making a decision choice. Figure 1 shows the proposed relationships among the
constructs and the focus is on the post-violation trust rebuilding.

Figure 1: Research Model

Perceived trustworthiness H4
A
Continuance
HS5 H3 . :
Satisfaction > Trust
Confirmation HI Intention
by
Trust restoration H2
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According to expectation-confirmation theory, consumers’ continuance trust intention is
determined by their satisfaction with prior trust restoration experience after a violation. The
relationship between user satisfaction and continuance intention has been confirmed by many
information systems researchers (Davis, Bagozzi et al. 1989; Taylor and Todd 1995; Karahanna,
Straub et al. 1999). The same contention can be extended to trust rebuilding in B2C electronic
commerce. When the post-violation activities fulfill the assuring promises, present action
consistent with their policies, or show care and concerns for damages caused by the violation, the
consumers are likely to reconcile, accept the remedies, understand it as a temporary condition,
and stay in the trusting relationship. Gregg and Scott (2006) found that recent negative feedback
posted in an online reputation system can be used to predict future online auction activities.
Therefore, the first hypothesis:

H1: Consumers’ level of satisfaction with trust restoration activities is
positively associated with their continuance trust intention for that
online business.

Expectation-confirmation theory holds that consumer satisfaction is determined by perceived
website trustworthiness and confirmation of expectation after actual violation. Since the current
study focuses on the post-violation trust, the perceived trustworthiness represents the post-
violation baseline expectation, against which confirmation is evaluated by consumers to
determine their satisfaction. Confirmation implies the realization of the expected remedies
assured by the online company, while disconfirmation denotes failure to achieve expectations.
This leads to the second hypothesis:

H2: Consumers’ extent of confirmation is positively associated with their
satisfaction with online business.

The second determinant of satisfaction in the expectation-confirmation theory is expectation of
the website’s trustworthiness. In B2C e-commerce, companies use signals by trustworthy web
merchants to differentiate themselves from untrustworthy ones (Lee, Ang et al. 2005) and add
reputation advertising and structural assurance to increase the consumers’ expectation of their
trustworthiness, showing that their effects did not erode over time (Mcknight, Kacmar et al.
2004). The perceived trustworthiness can be a result of cumulated expectation through repeated
transactions and probably effective trust restoration activities, which according to Dinev and Hart
(2006) can even balance out their personal information disclosure concerns. Customers with high
perceived trustworthiness would be more willing to tolerate violations and open to reconciliation
and therefore, more satisfied.

H3: Consumers’ perceived trustworthiness of online business is positively
associated with their satisfaction with online business.

The expectation-confirmation theory posits that expectation influence customer continuance
intention. This can be explained by self-perception theory (Bem 1972), which states that
individuals continually adjust their perception (e.g., expectation) as they acquire new information
about the focal behavior. The adjusted perceptions then provide the basis for subsequent
behaviors. In this context, it would be the decision whether to continue the trust with the website.
If the violation was very damaging and the consumer experience strong negative cognitive and
emotional reactions, and was not willing to accept the trust restoration, the trust cannot be rebuilt.
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H4: Consumers’ online business continuance intention is positively
associated with their perceived trustworthiness of online business.

The association between confirmation and expectation (perceived trustworthiness) holds by the
expectation-confirmation theory can be supported by cognitive dissonance theory (Festinger
1957). The theory states that consumers may experience psychological tension if their pre-
violation trustworthiness perceptions are disconfirmed by a violation. Confirmation will tend to
clevate online businesses’ perceived trustworthiness and disconfirmation will reduce such
perceptions. Therefore, we propose that:

H5: Consumers’ extent of confirmation is positively associated with their
perceived trustworthiness of online business.

METHODOLOGY
Data Collection

Empirical data for this study will be collected using an online survey of electronic commerce
customers. Several online auction sites will be selected to obtain customers information because
online auction fraud is the most frequently reported online crime(Gregg and Scott 2006) and it is
comparatively easy to access the customer information at the feedback forums.

The sample will consist of 1000 online customers selected from online auction sites. Each
customer will receive an email soliciting his/her participation in a survey of online commerce
trust rebuilding. The message will outline the purpose of the study and provide a hyperlink to an
online survey form. According to recent research output, online surveys have several advantages
over traditional paper-based mail surveys, such as lower costs, faster responses, and
geographically unrestricted sample (Tan and Teo 2000).

Instrument Development and Validation

Four constructs will be measured in this study, including perceived trustworthiness, satisfaction,
electronic commerce continuance intention, and confirmation. Constructs will be measured using
multi-item scales, drawn from existing trust and expectation-confirmation research, and reworded
so as to relate specifically to the context of B2C electronic commerce use (See Table 1).
Satisfaction items will be based on the seven-point semantic differential scales. All others will
use seven-point Likert scales anchored between “strongly disagree” and “strongly agree”.
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Table 1: Constructs Building

Construct Operational definition How measured
Ecommerce continuance | Consumers’ intention to continue | Mathieson’s (1991) behavioral
intention using e-commerce intention scale
Satisfaction Consumers’ feelings about e- Adapted from Spreng et al.’s
commerce (1993) overall satisfaction
scale
Perceived trustworthiness | Consumer’s perception of the (Jarvenpaa, Knoll et al. 1998;
expected trust of e-commerce Ba and Pavlou 2002; Straub,
Hoffman et al. 2002)
Confirmation Consumers’ perception of the Adapted from Bhattacherjee
congruence between expectation | (2001)
of e-commerce trustworthiness
and its actual trust restoring
activities

A pre-test and a pilot test would be conducted to validate the instrument. The pre-test would be
conducted by administering the questionnaire to IS researchers comprising of doctoral students
and faculty. A follow-up interview would be conducted to capture the feedback of the
respondents in order to ascertain the content validity of the instrument. The pre-test would be
followed by a pilot test that will be conducted with undergraduate students. Necessary changes
will be accommodated in order to further refine the instrument.

DATA ANALYSIS

Partial Least Square (PLS) will be employed to test the hypotheses of the proposed model. The
model testing will be preceded by conducting a confirmatory factor analysis to ascertain the
construct validity of the measurement scales. Reliabilities of the measures will be analyzed to
determine that multiple measures of the constructs are measuring the respective constructs. The
results of the analysis will be presented followed by its discussion.

IMPLICATIONS OF POSSIBLE FINDINGS AND CONCLUSION

As more malicious intruders and online crimes are targeting electronic businesses, understanding
how online businesses handle breaches or violations can be of crucial importance for
safeguarding and retaining customers. In addition to initial trust-building mechanisms, strategies
should also be implemented to rebuild customer trust in an effort to avail businesses with
additional surviving mechanisms. In essence, the trust rebuilding approaches may differ from the
ones that are used for initial trust building. Kim and Benbasat (2006) found that when dealing
with customer complaints, claim plus data backing can better increase consumers’ trusting belief.
Cumulated internet trust is important to balance out consumer negative concerns (Dinev and Hart
2006). Customers prefer trust-assuring approaches that encompass market driven (reputation
advertising, branding and relational marketing etc.) as well as institutional (legal binding)
strategies (Pavlou and Gefen 2004). Because trust is not only time-consuming to engender and
cultivate, but also fragile and therefore can be easily destroyed. The process of continuous trust
development deserves special attention (Siau and Shen 2003) and businesses have to ensure the
effect of their trust assuring and rebuilding effects did not erode over time (Mcknight, Kacmar et
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al. 2004). These mechanisms engender trust, not only in a few reputable sellers, but also in the
entire community of sellers, which contributes to an effective online marketplace.
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ABSTRACT

Customer relationship management (CRM) is one of the fastest-growing software market
industries in the world. According to Gartner, the market for CRM software revenue totaled $5.7
billion in 2005. Although companies are making huge investments in technology, in practice most
customer relationship management efforts fail leaving the companies’ management struggling to
understand why.In 1995, Goodhue proposed task-technology fit (TTF) as an additional model of
IS success. TTF is the measure of the match between the task requirements of the individual, the
individual’s abilities, and the functionality available in the system. TTF can be conceptualized as
the degree that a technology helps individuals perform their portfolio of tasks. TTF is higher
when the gap between the task need and the functionality of the technology is reduced. TTF is
lower as tasks become more demanding or technologies offer less functionality. This paper
examined the relationship between the training dimension of TTF and the performance impact of
marketing managers who utilize a commercial CRM system.

INTRODUCTION

The main goal of customer relationship management (CRM) is to create opportunities to
“communicate with the right customer, providing the right offer (product and price), through the
right channel, at the right time to satisfy the customer's need or desire” (Swift, 2001, p. 14). In
essence, CRM is intended to make it easier for customers to do business with the firm (Peppard,
2000).

Information technology (IT) plays a key role in CRM. IT facilitates a comprehensive, unified
view of the customer and enables companies to calculate the lifetime value of a customer more
easily. IT also allows the integration of a multi-channel capability, supports product
customization (Peppard, 2000), enables the company to increase access to the customer, provides
greater insight into the customer’s wants and needs, facilitates more effective interactions, and
integrates all customer channels and back-office functions (Andrews, Bona, Cain, Close, Collins,
& Daum, 2004).

CRM TECHNOLOGY

According to Chen and Popovich (2003), CRM is often referred to as an information industry’s
term for the methodologies, software, and, in general, the Internet capabilities that help a
company manage relationships with its customers in a well-organized way. CRM integrates the
information from the various systems into a unified view of the customer.

While technology has amplified many companies’ ability to become customer-centered (Bose,

2002), in practice most CRM implementations fail (Bull, 2003; Croteau & Li, 2003; Rigby,
Reichheld, & Schefter, 2002; Woodcock & Starkey, 2001). As investments in CRM technology

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 110



increase, so does the need to understand what might foster the success of these systems. In his
1995 study,

TASK-TECHNOLOGY FIT

Goodhue and Thompson (1995) posit that in order for technology to actually be used and for it to
have a positive impact on a business' performance, it must fit the task needs of the user it
supports. Goodhue and Thompson propose the task-technology fit (TTF) model as a perspective
focusing on business productivity and efficiency. The task-technology fit model measures the
match between the user’s needs and the functionality of the information technology (Dishaw &
Strong, 1999).

Goodhue (1995) suggests that user evaluations of TTF are a measure of IS success, and his 1995
research supports the notion that users are capable of evaluating the TTF of their systems. If the
systems meet the users’ needs, the users will provide a more enthusiastic evaluation based on the
characteristics of the system. A good fit increases the likelihood of system use and results in a
positive performance impact, regardless of the reason the system is used. A higher TTF implies
higher performance and is a combination of improved effectiveness, efficiency, and/or quality
(Goodhue & Thompson, 1995).

Our study investigated the relationship between the training dimension of TTF and performance
impact.

THE VARIABLES

Performance impact is “the accomplishment of a portfolio of tasks by an individual” (D'Ambra &
Wilson, 2004, p. 299) “leading to some mix of improved efficiency, improved effectiveness,
and/or higher quality” (Goodhue & Thompson, 1995, p. 218).

The dependent variable in our study is performance impact. Goodhue, Klein and March (2000)
stated that when a technology has the specific functionality needed to perform a required set of
tasks, better performance should result. Similarly, when an individual has the appropriate
knowledge and experience required to use the technology, better performance should result.

User attributes — such as training, computer experience, and motivation — may affect how easy or
difficult they find the technology to use, and may also influence how well they use the technology

(Goodhue & Thompson, 1995). Training is the degree of instruction available for learning how to
use the CRM system and the independent variable presented in this paper.

RESEARCH QUESTION

Is there a relationship between training and the performance impact of marketing managers who
utilize a commercial CRM system?

HYPOTHESIS

H1y: There is no relationship or a negative relationship between training and the performance
impact of marketing managers who use a commercial CRM system.
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H1,: There is a positive relationship between training and the performance impact of marketing
managers who use a commercial CRM system.

METHODS AND PROCEDURES

TTF Instrument

The theoretical framework for this study, task-technology fit and the methodology, are derived
from prior validated work by Goodhue (1995,1998) and Goodhue and Thompson (1995).
Goodhue (1998) developed the task-technology fit instrument to measure user evaluations of
information systems. The instrument is a multi-dimensional measure and each dimension has
been validated for internal and external consistency (Goodhue, 1998). Task-technology fit has
been successfully measured in prior research in a number of task domains (Ferratt & Vlahos,
1998; Goodhue, 1995,1998; Goodhue & Thompson, 1995; Ioimo, 2000; McCarthy, 2002). We
utilized Goodhue’s (1998) task-technology fit instrument with and an additional measure for
performance impact (D'Ambra & Wilson, 2004). Training was comprised of two questions within
the TTF instrument. Performance impact consisted of six questions. No related questions were
adjacent.

Sample

The TTF survey was mailed to 1700 respondents in 1543 organizations. One hundred forty
respondents completed and returned the survey. After removing incomplete surveys and those
that did not fit the study criteria, the number of useable surveys was 129. The sample consisted of
marketing managers in companies that utilize a commercial CRM system to perform their job
functions.

Reliability And Validity

Reliability concerns the extent to which measurements are repeatable (Nunnally & Durham,
1975), or have a relatively high component of true score and relatively low component of random
error (Carmines & Zeller, 1979). The reliability of a measure is important because it reflects the
internal consistency of the survey questions in an instrument. The reliability coefficient assesses
the consistency of the entire scale, with “Cronbach’s alpha being the most widely used measure”
(Hair, Anderson, Tatham & Black, 1998, p. 118). Cronbach’s alpha is a measure of reliability that
ranges from O to 1. The lower limit of .60 is the generally agreed lower bound of acceptability in
exploratory research (Hair et al., 1998). In our study, Cronbach’s alpha was well above the lower
bound for both variables used in our study. The alpha for training was .80 and .90 for
performance impact.

Factor analysis is a generic name given to a class of powerful multivariate statistical methods
(Hair et al., 1998). Factor analysis is concerned with exploring the patterns of relationships
among a number of variables. These patterns are represented by what are termed principal
components or factors. A principal components confirmatory factor analysis was conducted to
assess the structure of the individual characteristics, task characteristics and the performance
impact subscales. The factor analysis revealed that all performance items loaded strongly on one
factor. All items had eigenvalues greater than .50 and over 66 percent of the variance was
accounted for by this single factor.

Goodhue (1995) breaks TTF into two categories, individual characteristics, and task
characteristics. Training is included in the individual characteristics category. The factor analysis
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revealed that all individual characteristic items loaded strongly on one factor. All items had
eigenvalues greater than .50. Roughly, 52 percent of the variance was accounted for by this single
factor. Finally, factor analysis revealed that all task items loaded strongly on one factor. All items
had eigenvalues greater than .50. Roughly, 38 percent of the variance was accounted for by this
single factor.

Analysis

We hypothesized that there is a positive relationship between training and the performance
impact of marketing managers who use a commercial CRM system. Correlational analysis
revealed a positive correlation between training and performance impact (r = .366, p =.00), as
training increased, performance increased. A linear regression was conducted to test whether
training would predict performance impact (see Table 1). Training explained 13 percent of the
total variance in performance impact (R* = .127, p < .001), F(1, 128) =19.611, p <.01. The Null
Hypothesis is rejected therefore there is support for Hypothesis 1 that there is a positive
relationship between training and the performance impact of marketing managers who use a
commercial CRM system.

Table 1 - Hypothesis 1

Regression Coefficients”

Variable B SEB B p
Training 0.252 0.570 0.366 .00*

a. Dependent Variable: Performance Impact

CONCLUSION

CRM systems are quite complex and require the user to understand how to navigate through the
screens to find the data they need, to understand the source of the data elements being presented
by the system, and when data is presented in aggregate form, what the data represents. Our results
indicate that the better marketing managers are trained (the higher the training), the higher the job
performance (performance impact). This should be a consideration for practitioners planning to
implement a CRM system and also should be considered as part of the training process for
marketing managers new to the CRM system.

All of these needs on the part of the user generally require some mix of training. In addition to
gathering the respondents’ evaluation of whether or not they received adequate training to use the
CRM system, we also asked what type of training they received (formal, mentoring, online
tutorial, learned on their own, and other types of training). The satisfaction with training and its
relationship to the type of training may be an interesting avenue to pursue in future research.
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SHARIAH GOVERNANCE IN THE ISLAMIC
FINANCIAL INSTITUTIONS IN MALAYSIA

Zulkifli Hasan, Islamic University College of Malaysia
ABSTRACT

Dynamic and good shariah governance is the very essence in the development of Islamic banking
and finance sector in Malaysia. Good shariah governance guarantees the dynamicity of Islamic
financial growth. In Islamic financial institution shariah governance mostly refers to the
management, establishment and affairs of the Shariah Committee. The Shariah Committee who is
normally consisting of figh scholars, practitioners and academicians has a duty to advise Islamic
financial institutions on the shariah compliance in all aspects and its operations. This paper aims
at providing a general overview and the recent development on the shariah governance in Islamic
financial institution in Malaysia by referring to the Shariah Committee with special emphasize on
its legal framework.

INTRODUCTION.

Malaysia aspires to transform the country into becoming Islamic banking and finance hub and
one of the efforts is through strengthening the shariah governance in the Islamic financial sector.
The development of Islamic finance industry strongly needs good shariah governance and
thereafter the government imposed statutory conditions for the establishment of the Shariah
Committee (hereinafter referred to as “the SC”).

The establishment of the SC is a statutory requirement to all banks and takaful operators which
offer Islamic banking and takaful products pursuant to section 3 (5) (b) of the Islamic Banking
Act 1983 (IBA 1983) for Islamic banks, section 124 (7) of the Banking and Financial Institution
Act 1989 (BAFIA 1989) for Islamic Banking Scheme Banks, section 8 (3) (a) Takaful Act 1984
(TA 1984) for Takaful operators and section 16B of the Central Bank of Malaysia (Amendment)
Act 2003 (CBA 2003) for Central Bank of Malaysia.

The main objective of the establishment of the SC is to advise Islamic financial institutions on
any shariah matter and also to ensure compliance with the shariah tenets and requirements in their
operations. Section 3 (5)(b) of IBA provides that the Central Bank shall not recommend the grant
of a license, and the Minister shall not grant a license, unless he is satisfied that there is, in the
articles of association of the bank concerned, provision for the establishment of a shariah
advisory body. Section 124 (7) of the BAFIA 1989 provides for the establishment of a Shariah
Advisory Council to advise the Central Bank on the shariah relating to Islamic banking business
or Islamic financial business. Section 8 (3) (a) of the TA 1984 states that a Religious Supervisory
Council, whose members would be made up of Muslim religious scholars in the country, shall be
established to advise the Company on the operations of its takaful business in order to ensure that
they do not involve any element which is not approved by the religion of Islam.

Section 16B (1) of the CBA 2003 provides that the Bank may establish a Shariah Advisory
Council which shall be the authority for the ascertainment of Islamic law for the purposes of
Islamic banking business, takaful business, Islamic financial business, Islamic development
financial business, or any other business which is based on Shariah principles and is supervised
and regulated by the Central Bank. Based on those provisions it is understood that the statutory
functions of the Shariah advisory body are to advise the Islamic financial institutions on shariah
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matters and to ensure that their operations do not involve any element, which is not approved by
the religion of Islam.

THE DEVELOPMENT OF SHARIAH GOVERNANCE IN ISLAMIC FINANCIAL
INSTITUTION

Dynamic and good shariah governance is very important. The ultimate purpose of the
establishment of the SC in Islamic financial institutions is to ensure shariah compliance to its
operations and products. All banks and takaful operators must have provision regarding the
establishment of SC in their Articles of Association and Memorandum of Association.

The term shariah committee or shariah advisory body or shariah advisory council has been used
interchangeably for the past 21 years. IBA 1983 (refer to section 3 (5) (b)) used the term shariah
advisory body while BAFIA 1984 (refer to section 124 (3)) used the term shariah advisory
council. The term shariah committee has been introduced by Central Bank of Malaysia (CBM) in
section 3 of the Guidelines and Procedures for Shariah Committee (BNM/GPS1) issued in
December 2004. With the issuance of this Guidelines and Procedures all shariah advisory council
of Islamic financial institutions and Takaful operators will be recognized as Shariah Committee
and the term National Shariah Advisory Council (hereinafter referred to as “the SAC”) will be
used by CBM.

The first Shariah Committee was set up in 1983 by Bank Islam Malaysia Berhad (BIMB). BIMB
started its operations as Malaysia’s first Islamic bank on 1* July 1983, set up with an initial
authorized capital of RM600 million and a paid-up capital of RM 79.9 million. The bank has
gradually increased its authorized and paid-up capital to RM 2 billion and RM 563 million
respectively, to accommodate the growth of its assets and to better position itself in meeting
future expansion and growth (http://www.bankislam.biz).

After 10 years, on 4™ March 1993, CBM introduced a scheme known as "Skim Perbankan Tanpa
Faedah" (Interest-free Banking Scheme) in which conventional banks may offer Islamic banking
products through its windows (Ahmad Ibrahim 1997: 23). With that policy, many conventional
banks set up their Islamic windows and at the same time they appointed selected Muslim scholars
to be members of shariah committee. On 1% October 1999, a second Islamic bank, namely Bank
Muamalat Malaysia Berhad (BMMB) commenced operations. The establishment of BMMB was
the effect of the spin-off following the merger between Bank Bumiputra Malaysia Berhad
(BBMB) and Bank of Commerce (Malaysia) Berhad (Nik Norzrul Thani 2001: 147).

As part of the effort to streamline and harmonize the Shariah interpretations among banks and
takaful companies, National Shariah Advisory Council of CBM was established on 1** May 1997
under BAFIA 1984. This Council is the highest Shariah authority on Islamic banking and takaful
in Malaysia (http://www.bnm.gov.my).

It is important to note that the SC’s duties and responsibilities with other fatwa institution such as
the National Fatwa Committee and the State Fatwa Committee differ in several aspects. In
selecting the subject matter of fatwa, the latter is subject to three occurrences for example in
section 34 of the Administration of Islamic Law (Federal Territories) Act 1993 provided that
fatwa will be issued if it is ordered by the Yang Dipertuan Agong (YDPA) or if it is upon the
request of the general public or on accord of the Mufti himself. The scope of fatwa is general and
wide and limited to the inquiries of the ruler or the public. Furthermore, any fatwa issued will
only bind the state if it is gazzeted.

The SC on the other hand has a rather active approach in selecting the subject matter of any issue
and its decision will be considered as the SC resolution rather than naming it as a fatwa. The SC
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has to scrutinize the shariah principles, evaluating product features and in many instances they
have to suggest for alternatives. The nature of studying and analyzing the figh in the Islamic
finance industry is also technical, complicated and in depth. In addition, the SC will only issue
resolution based on the inquiries and needs of its respective Islamic financial institutions and not
from the public at large.

DUTIES AND RESPONSIBILITIES OF THE SC.

The primary objectives of the establishment of the SC are to advise Islamic financial institutions
in its operation, to analyse and evaluate Shariah aspects of new products/schemes submitted by
the respective banking institutions or takaful companies. In general, we can sum up the main
duties and responsibilities of the SC as follows:

Concept and Structure of the Products

The SC will evaluate the concept and structure of the new product and will review the existing
products. Islamic banking products can be classified into Deposit, Financing, Treasury/Money
Market Investment, Trade Financing, Card Services and Banking Services
(http://www.bnm.gov.my).

Islamic banking products can be under the various concepts such as Ugud Tamlikat (contract of
ownership) or uqud al-Mua’wadhat (exchange), Uqud Isytirak (contract of partnership) either
mudharabah (passive partnership) or musyarakah (active partnership), Ugud Tawsigat (contract
of security) either Kafalah (suretyship) or Rahnu (pledge), Uqud Itlagat (contract pertaining to do
a work) either wakalah (agency), or hiwalah (debt transfer), Uqud Taqyiydat (contract of
restriction) and Uqud Hifz (contract of safe custody) or wadiah (safekeeping, Isgatat (waiver),
ibra’ (rebate), mugasah (off-set of the debt), will (wasiyyat), endownment (fund) and loan (al-
gard) (Wahbah al-Zuhaili 2002: 246-247).

For instance, home financing is under the concept of Bay’ Bithaman Ajil, credit card under the
concept of Bay’ Inah, project financing under the concept Bay’ Istisha’, Letter of credit under the
concept of Bay’ Ad-dayn and machinery financing under the concept of Bay’ Murabahah. From
observation, Islamic banking products under the concept of “al-Bay’” or contract of exchange
classified under Uqud Tamlikat are the biggest contributor in terms of growth and profit to the
Islamic financial institutions in Malaysia.

Documentation

Not only the concept of the product must be Islamic, but its documentations as well. The SC will
vet meticulously and endorse all documents involved and these include the terms and conditions
contained in the proposal form, contract, and agreement or other legal documentation used in
executing the transactions; and the product manual, marketing advertisements, sales illustrations
and brochures used to describe the product.

They will review the documents and will give their comments in order to ensure the compliances
to the Shariah principle. Section 20 (b) and (c) of BNM/GPS 1 expected the SC to endorse and
validate all relevant documentations and this includes the term and condition, the product manual,
marketing advertisement, sales illustration and brochures used to describe the product.

Each Islamic financial institution has their own structure of the documentations and it varies
according to the products. The SC may give advice to its respective banks whether the documents
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is in accordance with the shariah principles and they may reject the documents which is contrary
to Islamic law or require the banks to do some amendments so as to meet the shariah principles.
For instance, home financing product under the concept of Bay Bithaman Ajil. Home Financing-i
is a contract of deferred payment sale at an agreed selling price, which includes a profit margin
agreed by both parties. Profit in this context is justified since it is derived from the buying and
selling transaction as opposed to interests accruing from the principal lent out. The documents
involved in this type of financing are the Letter of Offer, Property Purchase Agreement and
Property Sale Agreement. The SC of the Islamic financial institutions in Malaysia accepts that
such documents evidenced a valid sale and purchase transaction. If they found that the documents
against the Islamic law, the Islamic financial institutions would have to do the amendment,
modification and addition based on the advice and comments given by the SC.

Business Operations

The SC will monitor the Islamic banking operations from time to time. Section 20 (a) of
BNM/GPS 1 provides that they shall advise the bank on shariah matters in order to ensure that the
business operations of the Islamic financial institutions comply with shariah principles at all
times. It includes the procedures for transaction, actual business operations, and system
applicable to the banking operations. If the Bank intends to introduce new information system to
all its products, they need to clarify with the SC for the determination of the system so as to
comply with the shariah requirements.

For example, we may refer to the issue of securitization on the sale and purchase of vehicles
(Mohamad Nazri Chik and Nasruddin Yaakub 2004: 112). BIMB requires the customer to charge
his vehicles to BIMB as a security so that in the case of default payment, BIMB may repossess
that vehicle. This is based on the view of madzhab Syafii’ upon hadith of Prophet SAW whereby
the prophet allowed the companion to ride the animal and to take its milk which is charged to
him. The SC follows that opinion and therefore it is permissible for the bank to impose condition
to their customer so that the car will be a collateral security for the vehicle financing offered to
him.

To Advice Related Parties on Shariah Matter Upon Request

The related parties of Islamic financial institution such as its legal counsel, auditor or consultant,
branches or even customer may seek advice on Shariah matters from the SC. Section 20 (d) and
(e) of BNM/GPS 1 states that the SC is expected to provide opinion to them so that compliance
with Shariah principles can be assured completely. However, practically Shariah secretariat is
actually providing the opinion by doing a short research if it involves simple issue and need quick
deliberation. The Shariah secretariat will refer to the SC for deliberation in complicated issues
which need depth study on the subject. Sometime the SC may advise Islamic financial institution
to consult the SAC of CBM on any Shariah matters which have not been resolved or endorsed by
the SAC yet.

To Provide Written Shariah Opinion.

Section 20 (f) of BNM/GPS 1 requires the SC to record any opinion given. In particular, the
Committee through its secretariat shall prepare written Shariah opinions where Islamic financial
institution make reference to the SAC for advice; or where Islamic financial institution submits
applications to Central Bank Malaysia for new product approval. This written shariah opinion
shall consist of issues, product structures and features, the SC’s opinion together with their
reasoning from sources of Islamic law.
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To Endorse Shariah Compliance Manuals

Islamic financial institution shall have a Shariah Compliance Manual. The manual shall be
regarded as a standard operational procedure for shariah governance of Islamic financial
institutions. Section 20 (b) of BNM/GPS 1 states that the manual will specify the manner in
which a submission or request for advice be made to the SC, the conduct of the SC's meeting and
the manner of compliance with any Shariah decision. Shariah secretariat will prepare the manual
in accordance with the policy and procedures of respective Islamic financial institutions and it
will be endorsed by the SC.

To assist the SAC of CBM on Reference for Advice.

Section 20 (e) of BNM/GPS 1 requires the SC to assist the SAC of CBM on any matters referred
by Islamic financial institution. If any institution refers the SAC of CBM on certain products and
figh issues, the SC must explain the shariah issues involved upfront and they have to provide
recommendations for a decision. The explanation and recommendation must be supported by
relevant shariah jurisprudential literature from the recognized sources. The SC has a duty to
ensure that all SAC's decisions that being referred to be properly implemented by Islamic
financial institution.

General Tasks and Duties

Beside, the SC also will deal with certain general duties and tasks relevant to their job scope and
this includes to assist the related parties on shariah matter and to determine the zakah policy of
the banks. Some Islamic banks pay zakah for their depositors and some bank requires their
depositors to pay zakah by themselves It depends on the SC’s approach to the policy of zakah.

As an illustration, we may look into BIMB’s policy of zakah (Mohd Nazri Chik and Nasrudin
2004: 108). The SC of BIMB will revise the policy of distribution of zakah and approve the
amount of zakah including zakah asnaf that should be paid by the bank. BIMB paid zakah on
behalf of all their depositors. This policy actually was adopted from the practice of Faisal Islamic
Bank Egypt. BIMB pays zakah for all their depositors based on the concept of Syahsiah
I’tibariyah or body corporate or company.

The SC sometimes is invited to attend shariah dialogue or to present a paper in a seminar or
conference representing their respective institutions at national and international level. This is
good practice whereby the SC may have contributions in the development of Islamic products
particularly to shariah matter. They will get an opportunity to exchange ideas amongst the
scholars and practitioners and also to share experiences of other countries.

Procedures for Approval of the Islamic Finance Products before the SC.

Every Islamic financial institution has its own procedures for the SC. There are no standard
guidelines for the SC whether to the aspects of management, products approval and etc. The
practice is that there will be Shariah Secretariat to organize and handle the shariah matter. The
Shariah Officer in the secretariat will compile and collect any document and issue involved,
which are to be presented during the SC meeting.

In term of procedures, the SC will normally have a meeting once or twice a month depending on
the issues involve in the respective Islamic financial institutions. It will take about 3-4 hours per
meeting. The SC meeting will be attended by chief executive officer, head of product department,
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legal officer, lawyers, representative from branches and it depends on the issue involved either
operational or product matters.

During the meeting they will discuss specifically on the concept and structure of new and existing
products, documentations, and implementation and banking operations. The SC will receive all
relevant documents from respective Islamic financial institutions at least one week before the date
of the meeting to give sufficient time to the SC members to peruse the documents. Shariah officer
and the findings will record all minutes of the meeting or resolutions and it will be compiled and
distributed to relevant parties in the banks. Sometimes the SC is unable to come up with a
decision during the meeting. It may take 2-4 weeks for deliberation. The delay for a decision is
due to among others cross-checking with CBM or Securities Commission’s Shariah Advisory
Council.

It is observed that majority of the SC members are academician and most of them are involved in
administrative task at their institutions. There were comments from some Islamic financial
institutions on the performance of the SC especially in the aspects of time, research, difficulties in
understanding operational matters and so on. However, majority of the SC members are able to
analyze issues and provide very concrete reason on discussing certain issue. From observation, it
is submitted that the SC members must be scholar who have high value proposition on Shariah
and law, economic knowledge, critical thinking, able to provide alternative solution and also
proficient in English and Arabic.

LEGAL FRAMEWORK’S DEVELOPMENT

In Malaysia, separate Islamic legislation and banking regulations exists side-by-side with those of
the conventional banking system. Islamic banking and finance is put under Federal List of
Federal Constitution since it refers to commercial dealings although it actually falls under the
purview of Islamic law. Thus, it is under the power of the parliament to pass any law governing
the Islamic financial institutions and takaful operators.

The decision to establish Islamic banking in the country is a result of the Muslim demands to
have a sound banking and financial system which is in accordance with the Shariah. A steering
committee was formed by the government in 1981 to study the establishment of an Islamic bank
in Malaysia (Nik Norzrul Thani 2001: 144).

The legal basis for the establishment of Islamic banks is the IBA which came into effect on 7"
April 1983. The IBA provides CBM with powers to supervise and regulate Islamic banks, similar
to the case of other licensed banks. However, looking at IBA that has 60 sections and devided
into 8 parts, it is obviously very brief. True as it is, the Act is rather regulatory than substantive in
nature. The IBA is general, non-exhaustive and non-comprehensive (Norhashimah Yasin 2002:6).
The concept of takaful was first introduced in Malaysia in 1985 when the first takaful operator
was established to fulfill the need of the general public to be protected based on the Islamic
principles. The legal basis for the establishment of takaful operators is the TA which came into
effect in 1984. Similar to IBA 1983, TA 1984 is also brief and regulatory as compared to its
counterpart, the Insurance Act 1996. The Act does not explain the management and operational
aspect of the takaful industry. This is evidenced in its interpretation of section 2 which explains
the meaning of takaful merely as a takaful business which has no element contrary to the Shariah.
Takaful operations are regulated and supervised by CBM since 1988 with the appointment of the
Governor of CBM as the Director-General of Takaful.
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As regard to the SC’s governance, Central Bank Malaysia has issued BNM/GPS 1 that regulates
the governance of Shariah Committee of an Islamic financial institution. This guideline consists
of 10 parts with 24 sections and one appendix. The contents include objectives, scope of
application, establishment of the SC, membership, restrictions, duties and responsibilities of the
SC and Islamic financial institutions, reporting structure, effective date and secretariat of the SAC
CBM. Islamic financial institutions have to comply with the guideline by 1% April 2005 (Section
23) and the dateline has been extended to a development financial institution prescribed under the
Development Financial Institutions Act 2002 (DFIA) which carries on Islamic Banking Scheme
to 1% September 2005.

As for the appointment of the SC members, section 8 provides that they will be appointed by the
board of directors of an Islamic financial institution upon recommendation of its nomination
committee. The appointment shall obtain prior written approval of CBM and the term of
appointment shall be valid for a renewable term of two years. Part V section 10-13 mentions the
qualifications to be the SC members. A member of a Shariah Committee shall be an individual
and the proposed member of the Shariah Committee shall at least either have qualification or
possess necessary knowledge, expertise or experience in Islamic jurisprudence (Usul al-Figh); or
Islamic transaction/commercial law (Figh al-Mu'amalat).

The objective of BNM/GPS 1 is to set out the rules, regulations and procedures in the
establishment of the SC, to define its role, scope of duties and responsibilities and to define
relationship and working arrangement between the SC and the SAC of CBM. It is also hoped this
guideline may solve the issue of clashes of opinion amongst the SC of various Islamic financial
institution that may cause confusion to the general public. There are two main branches of
schools in Islamic jurisprudence, namely the Sunni branch and the Shiah branch and within the
Sunni there are four other madhahib, the Shafii’, the Hanafi, the Maliki and the Hanbali schools.
These madhahib varied on many aspects of the Islamic law. At this point, the guidelines provides
that the SAC has the authority to decide which view it sees best on any issue on Islamic finance
either it is in line with the principles of Shariah or not.

In Malaysia, cases on Islamic banking and takaful is under the jurisdiction of the civil courts. This
due to the fact that Islamic banking and takaful is considered as under the item ‘finance’ provided
in First List, 9™ Schedule of the Federal Constitution. The issue here is the vulnerable position of
Islamic finance principles, whether the SC’s resolution on certain matter could be defended as
one of law which has legal standing. In fact, the judges in civil courts face difficulties to
understand certain concepts and terms of Islamic finance.

As a matter of fact, CBM with a cooperation of judicial body has agreed to set up a special High
Court in the Commercial Division known as the Muamalah bench. According to Practice
Direction No.1/2003, paragraph 2, all cases under the code 22A filed in the High Court of Malaya
will be registered and heard in the High Court Commercial Division 4 and this special High Court
will only hear cases on Islamic banking. Below is the statistic of cases under Code 22A from the
Chief Registrar of the Federal Court’s Office.

Table 1: Muamalat Cases Registered in the High Court from 2003-2005.

Cases Registered from | Settled Cases from Balance of Cases up | Percentage of Settled Cases
1.3.2003 — 1.12.2005 1.3.2003-1.12.2005 to 1.12.2005 from 1.3.2003 — 1.12.2005
656 497 388 75.7% (497x 100)

415
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From the statistic, it shows that more than 75% out of 656 cases has been settled by the court
from year 2003 to 2005. It is also observed that majority of the cases on Islamic finance are
concerning defaulters of facilities payment and not to challenge the decisions of the SC. For
instance in the case of Bank Islam Malaysia Berhad v. Adnan Omar [1994] 3 CLJ 735; [1994]3
AMR 44 and Dato’ Nik Mahmud Bin Daud v. Bank Islam Malaysia Berhad [1996]4 MLJ 295,
both cases refer to the issues pertaining to the default payment by the customer. The recent case
in the High Court of Kuala Lumpur between Affin Bank Berhad vs Zulkifli Abdullah [2006] 1
CLJ 447 also discusses the same issue. In this case, Justice Datuk Abdul Wahab Patail ordered
the house that has been purchased through scheme of al-bai bithaman ajil to be auctioned under
the National Land Code to recover over RM582, 000 sought by the bank. Affin Bank Berhad had
sued Zulkifli Abdullah, for defaulting on the payment of the facility given out by the bank in
December 1997 for a double-storey corner link house.

Apart from the above development, in providing effective shariah governance amongst the SC of
various Islamic financial institutions, the parliament has amended section 16B of the CBA 2003
whereby the National Shariah Advisory Council will be the sole authorities to be referred by the
civil courts pertaining to Islamic banking and finance. Section 16B (1) of the CBA 2003 provides
that the Bank may establish an Advisory Council which shall be the authority for the
ascertainment of Islamic law for the purposes of Islamic banking business, takaful business,
Islamic financial business, Islamic development financial business, or any other business which is
based on principles and is supervised and regulated by the CBM. The effect of this amendment is
expectedly to ensure that any deliberation of the SAC will bind the court and should be followed
by all Islamic financial institutions in Malaysia.

CONCLUSION

As a conclusion therefore, effective shariah governance framework requires involvement of the
Shariah Committee as the key player, the government as the regulatory body, the Islamic
financial institutions as the implementer and also to other persons relevant to the business such as
auditors, accountants and lawyers.

The SC plays very important role in ensuring good shariah governance. The role of the SC is to
include advising board of directors on shariah matters to ensure that the operations comply with
shariah principles at all time, endorsing and validating relevant documentations pertaining to the
products and services, as well as the internal policies and manuals and marketing advertisements,
assisting related parties, advising on any shariah matters arising before referring the same to the
SAC, assisting the SAC on reference for advice and ensuring all its decisions are properly
implemented.

The recent development on setting up a special High Court in the Commercial Division or the
Muamalah bench and also the amendment of section 16B of the CBA 2003 shows positive
indication by the government in providing more comprehensive and effective shariah governance
in Islamic finance sector. The muamalat bench in the High Court provides special focus by the
respective judges on the disputes on Islamic finance and it also can be considered as an approach
of harmonizing the civil and Islamic law in Malaysia. Shariah governance is unique to Islamic
system of financial management. It can be considered as vital corporate governance for Islamic
financial institutions. Good shariah governance assures a tremendous growth of the Islamic
banking and finance industry.
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THE BEHAVIOUR OF IMPLIED VOLATILITY
SURFACE: EVIDENCE FROM CRUDE OIL
FUTURES OPTIONS

Amine Bouden, Paris-Assas University
ABSTRACT

In this paper, | investigate Implied Volatility Surface patterns for Call options on crude oil
futures. Instead of studying the power of the large number of explanatory factors inherent to oil
markets, | focus on the common characteristics of option prices. By using quadratic Implied
Volatility Functions (IVFs), | aim to establish a mapping from implied volatilities to option’s
intrinsic characteristics i.e. moneyness and time to expiration and to test the capacity of these
functions to provide a good forecast of option prices. | found that the profile of crude oil implied
volatility is too complex to be fully explained by IVFs. The main contribution of the paper is to
perform an econometric explanatory analysis on a high volatile market, the petroleum market.
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TIMING AND STRATEGY OF NEW PRODUCT

DEVELOPMENT FOR LATECOMERS IN THE

DYNAMIC ENVIRONMENT- THE CASE OF IC
DESIGN HOUSES IN TAIWAN

Wan-Ju Chen, Diwan College of Management-Taiwan
Lien-Sheng Chang, Taiwan Sugar Corporation-Taiwan

ABSTRACT

This study explores the enter timing and strategy of new product development in Taiwanese IC
design houses, and contends that if IC design houses in latecomer countries can utilize their
existing competitive advantage from industrial clusters to develop import substitution, then these
firms will be more successful in new product development. Under capability constraints, IC
design houses in latecomer countries initially tend to develop more mature products.
Technological complexity and entry timing are important influences on profitability. Taiwanese
IC design houses face different strategic choices for new product development: which period of
technology life cycle, what stage of product life cycle, and what kind strategy of the technological
strategy. The appropriate timing and strategy could make latecomers such as Taiwanese survival
prospects.

INTRODUCTION

Information electronics is a key industry for the economic growth of Taiwan, and Taiwan has also
established a very complete industrial cluster, from downstream information hardware to
upstream IC (integrated circuit) foundry and design. According to ITIS statistic index, Taiwanese
IC market share reached to 28.7% in 2003 and 42% in 2004. Taiwanese IC design houses have
ranked second only to the USA for many years, demonstrating that Taiwan IC design houses have
established a competitive advantage over the rest of the world. Taiwanese IC design houses have
average gross profit of 30-40% in 2003, significantly exceeding other segments of the IC
industry. However, owing to the lack of technological resources and product ideas in Taiwan
compared with America, and given the typically short product life cycle, and the industry
emphasis on technology, speed, flexibility, and innovation, correct new product development
strategy is the key for the survival of Taiwanese firms in the rapidly changing IC design industry.

THEORETICAL BACKGROUND

Industrial Cluster and Import Substitution

Geographically close and operationally related firms and institutions shape industrial clusters
based on commonality and complementation. Establishing industrial clusters requires long
development. Consequently, latecomer countries or areas have difficulty in establishing similar
clusters through imitation (porter, 1990). The division of labor within the Taiwanese electronics
industry, existing since the 1970s, originally developed around the geographic industry cluster.
The development history of the Taiwanese information electronics industry followed the
traditional electronics industry supported the information hardware industry. Subsequently, the
information hardware industry came to support the semiconductor manufacturing industry.
Finally, the semiconductor manufacturing industry came to support the IC design sector (Yang
and Cheng, 1996; Fuller et al., 2003). The industry cluster was involved in every facet of the
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business, from IC design to chip fabrication, testing and assembly, and the utilization of chips in
system products (Hung and Yang, 2003). Thus, the IC design sector, supported by a complete
semiconductor manufacturing cluster, is developing chips according to a pattern of import
substitution for downstream system manufacturers (Shih, 2001).

Technological Complexity

The IC design industry is based on a high degree of strong technological competition, and relies
heavily on modules to accelerate new product development. Product ideas that require no support
from complex technologies are readily copied, meaning that any competitive advantage is easily
eroded (Tsai, 2001).

Technology Life Cycle

Technology Life Cycle (TLC) describes the different stages of technological progress. The
Industry Life Cycle is consisted by Technology Life Cycle. Therefore the industrial
characteristics are related to the technological characteristics. (Khalil, 2000).

Taiwanese IC design houses currently lack the capability to enter markets in the technological
embryonic period, and most Taiwanese IC design houses enter markets during the growth to
mature periods of TLC.

Product Life Cycle

Product Life Cycle (PLC), like TLC, describes the idea that product sales experience various
stages, including the embryonic, growth, maturity, and decline stages (Kotler, 1994)

Technology Life Cycle & Product Life Cycle

TLC comprises different PLCs (Howar, 1977; Afuah, 1998; Khalil, 2000). Firms may enter
markets during the growth period of TLC, and yet provide a mature or low end product during the
PLC. Alternatively, firms may enter a market during the mature period of TLC, and yet provide
growth or high end products during the PLC. Therefore, firms face two separate decisions
regarding entry timing of TCL and PLC.

Technological Strategy

From the view of Maidique and Patch (1978), the technological strategy of a business has two
perspectives: one is technological life cycle (TLC); another one is product life cycle (PLC).
Product technology strategy is based on the competitive characteristics of products on PLC,
including First-to-Market, Fast Follower, Cost Minimization and Market Segmentation.

Given the capability constraints of IC design houses in latecomer firms, firms initially generally
only adopt Cost Minimization or Segmentation-Market product strategies to develop more mature
or niche products. After gradually developing their competence, such firms may have the
capability and intention to devise a Fast Follower product strategy. Thus latecomer firms, such as
the IC design houses of Taiwan, initially have little choice in their product technology strategy of
Maidique and Patch.

METHOD AND DATA COLLECTION
The case study was developed through various sources of archival data. The configuration from
the theoretical research and the secondary data in the form of databases explains the timing and

strategy of new product development strategy for IC design houses in Taiwan. Then data
collection was concluded when saturation was reached in order to obtain the information for the
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study. Since new product development is confidential in the short PLC and intensely competitive
environment of the IC design industry, accessing related data is difficult.

RESEARCH CONCLUSIONS

Latecomers in IC design house, newly developed products need to enter the mature stage of PLC
Latecomers in IC design house, newly developed products need to enter the growth period or
mature period of TLC.

Latecomers in IC design house, when the entering time of the firm is in the early period of TLC,
will utilize long-term internal developing R&D strategy.

Latecomers in IC design house, when the entering time of the firm is in the early period of TLC
,will use import substitutive marketing strategy.

Latecomers in IC design house, when the entering time of the firm is in the early period of TLC,
will use a long-term and stable financial strategy.

Latecomers in IC design house, when the entering time of the firm is in the later period of TLC,
will use external control and technology to develop integrated products.

Latecomers in IC design house, when the entering time of the firm is in the later period of TLC,
will use merging technology to obtain the customers.

Latecomers in IC design house, when the entering time of the firm is in the later period of TLC,
will use sums in short-term financial strategy.
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INTRA-INDUSTRY TRADE BETWEEN THE
UNITED STATES AND LATIN AMERICAN
COUNTRIES

E.M. Ekanayake, Bethune-Cookman College
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Robin Rance, Bethune-Cookman College
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ABSTRACT

This paper aims to explain the extent of vertical and horizontal intra-industry trade (!IT) in
United State's foreign trade with 20 Latin American countries. It also attempts to identify the

country- and industry-specific determinants of vertical and horizontal |IT . Trade patterns are
identified by breaking up total trade into three trade types: one-way trade (i.e. inter-industry
trade), two-way trade (i.e. intra-industry trade) in horizontally differentiated products, and two-
way trade in vertically differentiated products. This study uses detailed trade data at the 10-digit
Harmonized System (HS) industry level and covers a longer and more recent period, 1990
through 2005. The Grubel-Lloyd intra-industry trade index is used to calculate the intensity of
these two types of intra-industry trade.

One of the main findings is that, with the exception of Mexico, the U.S. trade patterns with rest of
Latin American countries are dominated by one-way trade. Another main finding is that the
observed increase in intra-industry trade between the United States and Latin America is almost
entirely due to two-way trade in vertical differentiation. The third important finding is that,
among the country-specific determinants, the level of per capita income and trade intensity are
found to affect the shares of all three types of T positively while difference in per capita
income, difference in economic size, distance, difference in factor endowment, and trade
imbalances are found to affect the share of all three types of T negatively. Finally, among the
industry-specific variables, product differentiation, vertical product differentiation, industry size,
and product quality differences are found to have a positive effect while industry concentration is
found to have a negative and statistically significant effect on all three types of 1T share.
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DIVIDEND POLICY AND SECURITY PRICE
BEHAVIOR IN EMERGING FINANCIAL
MARKETS: EVIDENCE FROM BANGLADESH

A. Sabur Mollah, University of Botswana
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Rafiqul Bhuyan, California State University-Sacramento
James Kuhle, California State University-Sacramento

ABSTRACT

Few studies have examined dividend policy and security price behavior in emerging markets and
there have been no studies in regards to the Bangladesh Stock Market. The primary purpose of
this study is to identify the effect of dividend policy on stock price behaviour in the emerging
market of Bangladesh. Partial adjustments are made to dividend behavior models that are then
tested on the Dhaka Stock Exchange using data over the period of 1988-2003 in order to identify
the dividend policy and behavior of the emerging Bangladesh Stock Market. The empirical results
suggest that Brittain's (1966) dividend behavior model offers satisfactory explanation of dividend
behavior of the listed companies on the Dhaka Stock Exchange. However, the empirical results
also suggest that dividend decisions are primarily governed by current profitability for
measuring the capacity of the companies to pay dividends as well as dividends paid in the
previous years, i.e., lagged dividends. Moreover, the empirical results identified cash flow as the
better measure of the company’s ability to pay dividends.
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BELARUSIAN ECONOMICS: INVESTMENT
POSSIBILITIES

Dzmitry Pankou, Belarusian State Economic University
Tatsiana Rybak, Belarusian State Economic University

ABSTRACT

The priority of the state economic policy of Belarus is creation of a favorable investment climate
for attraction and effective use of foreign investments. The Republic of Belarus is the only country
among the CIS states which adopted the Investment Code — the fundamental document regulating
foreign investments on the territory of the country. The state guarantees stability of the rights of
subjects of investment activities. In order to attract foreign investors measures concerning
improvement of relevant legislation, institutional and structural reforms, and state protection of
foreign investors are being carried out. Commercial organizations involving foreign capital have
certain advantages compared to national economic entities. Six Free Economic zones have been
established in Belarus, where favorable economic conditions are provided through fiscal and
customs preferences. Belarus has positive experience with foreign companies in implementing
large and medium investment projects.

INTRODUCTION

Inflow of foreign portfolio investments in the Belarusian economy increases from year to year.
This fact is confirmed by positive change in the amount of securities issued by the Belarusian
joint stock companies and distributed outside the territory of the Republic of Belarus. Totally,
over 40 billion of securities of 600 Belarusian issuers were distributed to foreign investors from
40 countries for the period from January 1, 1997 to April 1, 2006.

INVESTMENT CONDITIONS IN THE REPUBLIC OF BELARUS

Belarus offers potential investors such advantages as favorable geographic position in the center
of Europe, auspicious natural and climatic conditions, political and social stability,
macroeconomic stabilization, a qualified and relatively inexpensive labor force, high scientific,
technical and industrial potential, capacious domestic market, legal and organizational framework
stimulating investment process.

The Republic of Belarus is at the crossroads of main rail and motor routes, oil, gas and product
pipelines, communications systems between Western Europe and Russian regions as well as
Asian countries. Belarus can therefore become a base for foreign investors seeking to acquire
promising new markets in CIS countries. The economic situation in the country is characterized
by a stable inflation level, predictability of exchange rates, availability of tax and customs
advantages for foreign investors, growth of export potential, developed banking system,
burgeoning market of financial and insurance services.

Highly developed scientific and research facilities make it possible to conduct fundamental and
applied research and development. About 300 scientific organizations work in Belarus. Over 30
thousand people are engaged in scientific research and development, including 805 Doctors of
Science and 3400 Candidates of Science. The activities of Belarusian scientists in the fields of
laser and nuclear physics, nuclear technology, powder metallurgy, optics, software tools,
biotechnology have received world recognition.
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There are facilities for manufacturing goods and services that are competitive on domestic and
foreign markets in Belarus. Belarus specializes in production of machinery, chemical,
petrochemical, light industries, livestock breeding, flax production and potato farming. Belarus
exports over 90% of its automobiles and tractors, about 90% of television sets and potash
fertilizers, and about 80% of machine-tools.

Belarus is a part of a common customs area with Russia. For a potential investor investing in
Belarusian economy he offers access not only to the Belarusian territory, but also to a very
capacious Russian market. Conductive to the expansion of investment opportunities are the
positive dynamics of negotiation process on the accession of Belarus to the World Trade
Organization, improvement of relations with international financial organizations (International
Monetary Fund, International Financial Corporation, and European Bank of Reconstruction and
Development).

Six Free Economic zones have been established in Belarus, where favorable economic conditions
are provided through fiscal and customs preferences. Income tax and value-added tax for the
residents of Free Economic Zones are two times lower than elsewhere in the country. The income
of the residents of Free Economic Zones for their own production is tax exempt for 5 years from
the moment of the declaration of the income.

The Republic of Belarus is the only country among the CIS states which adopted the Investment
Code — the fundamental document regulating not only domestic, but also foreign investments on
the territory of the country. The Investment Code protects property rights of foreign investors,
secures for them business environment as favorable as for national producers, as well as sets for
them special stimulating advantages in fiscal, customs and currency areas.

The Coordination Council on Foreign Investments headed by the Prime Minister has been active
in Belarus. This body develops major objectives and measures to improve the investment climate
in the country and also assists foreign investors in solving problems related to their activities in
Belarus. The Standing Committee and working groups set up under the Council are perfecting
investment legislation, developing free economic areas, improving tax and customs conditions of
activities at the Belarusian market, etc.

The Council includes from the Belarusian side: the prime minister of the Republic of Belarus
(chairperson), the first deputy prime minister, representatives of the Presidential Administration,
the National Assembly and other key Belarusian ministries and departments. The secretariat of
the Coordination Council on Foreign Investments is the Ministry of Foreign Affairs.

Foreign members of the Coordination Council on Foreign Investments include: international
organizations and large foreign investors operating in Belarus: the International Financial
Corporation, Representation of the UNDP in Belarus, the German Economic Club, Ernst and
Young, Slavneft, Coca Cola, MacDonald's, SJS, Maersk Medical, Bacco Bisov Svenska, Impek,
Karl Zeis Stiftung, and Stots Agro-service.

By decision of the Government, foreign investors set up within the Council the working groups
on the following lines: formation of a favorable investment image of Belarus abroad; financial
and tax policy, reform of the Belarusian accountancy system; improvement of customs
procedures and of the legislation on foreign investments. Foreign investors actively supported the
initiative of the Ministry of Foreign Affairs and held several meetings of the working groups; the
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results will help to present to the Government proposals on how to improve conditions of work
for foreign investors in Belarus and a plan of their practical implementation.

Governmental institutions are working on the realization of the National Program on Attracting
Investments to the Economy of the Republic of Belarus until 2010, adopted in 2001. Along with
development of the Belarusian investment potential, the Program has provisions for further
improvement of frame conditions (financial, political and social, as well as in the fields of
administration, management), which would secure the increase of foreign investments.

PRIVILEGES AND GUARANTEES FOR FOREIGN INVERSTORS

Foreign investors in Belarus enjoy equal treatment with local ones under the Investment Code of
the Republic of Belarus which was adopted in 2001 and replaced the Foreign Investment Law of
1991. The Government guarantees equal rights to all investors regardless of the form of
ownership, as well as equal, discrimination-free protection of the rights and lawful interests of
investors. Together with the Investment Code the foreign commercial and investment activities
are regulated by the Law on Enterprises and Joint-Stock Companies. Belarus offers potential
foreign investors a wide range of opportunities for investments into the national economy.
Relative legislation provides for the following forms of investments activities: foundation of
enterprise with 100% foreign capital; creation of joint ventures; redemption of share of an
enterprise.

The state guarantees stability of the rights of subjects of investment activities. According to the
Investment Code in case Belarusian legislation adopted subsequent to the creation of a
commercial organization with foreign investment impairs the situation and business conditions
for foreign investors and commercial organizations with foreign investment established with their
participation (i.e. in case additional or increased obligations are imposed thereupon or in case of a
limitation or suppression of their rights), for a period of five years the legislation in effect at the
date of registration of the commercial organization with foreign investment shall be applied to the
foreign investor, commercial organization with foreign investment, and/or foreign investments.

Investments in Belarus are immune from nationalization without consideration, requisition, and
measures equivalent to nationalization and requisition in terms of their consequences.
Nationalization and requisitioning shall only be possible subject to the timely and full
compensation of the cost of the nationalized or requisitioned investment assets and other damages
caused as a result of nationalization or requisition. Compensation payments with regard to
nationalized or requisitioned investment assets shall be equivalent to the real value of said assets
at the moment immediately preceding the earlier of the nationalization or requisition, or the date
of the public announcement on the nationalization or requisition. Moreover, compensation
payments to domestic investors shall include interest calculated on the basis of the appropriate
currency as quoted by the National Bank of the Republic of Belarus, and compensation payments
to foreign investors shall include interest payments calculated on the basis of the LIBOR rate,
with respect to the period between the date of nationalization or requisition or the date of the
public announcement to that effect, and the date of remittance of the compensation amount.

As of November 2001 Belarus has concluded 42 bilateral investment agreements with following
countries: Poland, Vietnam, Finland, China, Germany, Switzerland, France, United States, Great
Britain, Sweden, Netherlands, Romania, Iran, Italy, Turkey, Ukraine, Bulgaria, Yugoslavia,
Czech Republic, Pakistan, Egypt, Korea, Latvia, Syria, Cyprus, Tadjikistan, Lithuania, Kyrgyz
Republic, Moldova, UAE, Israel, Singapore, Cuba, Libya, Qatar, Austria, Armenia, Mongolia,
Lebanon, Macedonia, Croatia and Kuwait. Investors enjoy the right to appeal in court against
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actions (inaction) of government bodies or their officials and local self-governance bodies or their
officials, as well as regulations issued by the government bodies of the Republic of Belarus or
local self-governance bodies, in the event that the said actions or regulations infringe upon the
investors' rights or cause them losses or other damages. Damages, including losses incurred as a
result of actions by government bodies or their officials and local self-governance bodies or their
officials, or as a result of regulations issued by government bodies of the Republic of Belarus or
local self-governance bodies, shall be compensated from the appropriate treasury by court order.

Foreign investors are guaranteed the right, following the payment of all taxes and other
mandatory charges as established by the legislation of the Republic of Belarus, to repatriate to
locations outside the Republic of Belarus any profits (earnings) received in the Republic of
Belarus as a result of investment activity, as well as any proceeds from the full or partial sale of
invested assets upon the termination of investment activity. The Law on Property allows foreign
legal entities to have in Belarus production and related enterprises, buildings and constructions,
and other property necessary for business activities. Property of foreign owners and their right of
property are guaranteed.

ACTIVITIES OF JOINT VENTURES AND FOREIGN ENTERPRISES IN THE REPUBLIC
OF BELARUS

According to the official data on January 1, 2005 3457 enterprises with foreign capital (1841 joint
ventures and 1616 foreign enterprises) were registered with declared authorized fund capital of
US$ 742.1 million, out of these US$ 382.7 million belong to foreign investors. The major
investors according to the number of the JV and FE founded for the beginning of 2005 are:
Russia (730 or 21.1% out of the total number of working JV and FE), USA (523 or 15.1%),
Germany (375 or 10.8%), Poland (350 or 10.1%), Lithuania (255 or 7.4%), Great Britain (201 or
5.8%), Latvia (176 or 5.1%), Cyprus (144 or 4.2%), Czech Republic (82 or 2.4%) and Italy (82 or
2.4%).

The division of investments by countries of origin provides the following — the USA (US$ 123.8
million or 17.1%), Russia (106.2 million or 14.7%), the Netherlands (101.6 million or 14.0%),
Germany (77.2 million or 10.7%), Great Britain (62.0 million or 8.6%), Cyprus (47.2 million or
6.5%), Austria (27.9 million or 3.9%), Poland (26.6 million or 3.7%) and Latvia (21.2 million or
2.9%).

Belarus has accumulated positive experience of the activities of foreign companies in
implementing large and medium investment projects. Belarus has been successfully cooperating
with internationally known multinational corporations. For instance, joint ventures and foreign
enterprises have been set up with such corporations as German “MAN”(production of light and
heavy automobiles), Dutch “Coca-Cola”, American “MacDonald's” (production of refreshment
beverages and catering), Danish “Maersk Medical”, Swiss “SB Telecom”, German “Alcatel SEL”
(mobile systems of GSM standard and production of commutation equipment), German
“Fresenius” (production of medical instruments), Russian “MTS” (Mobile TeleSystems) and
German “Carl Zeiss” (production of optical and mechanics equipment.

The distribution of the enterprises by the fields of activities is as follows: industry (US$ 423.5
million or 30.6%), trade and catering (US$ 464.6 million or 30.6%) and communication
(US$ 226.6 million or 14.7%). Less than 1% of combined investments go to agriculture (0.8%).
According to Ministry of Statistics and Analysis data of 2004 enterprises with foreign
investments exported goods for more than US$ 2582.3 million (US$ 1 656.6 million JV and
USS$ 925 million FE). The export of goods increased by 53.8% in comparison with 2003. The
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trade turnover in 2004 exceeded US$ 6 287.4 million and increased by 58.6% in comparison with
2003.

WAYS OF IMPROVEMENT OF INVESTMENT CLIMATE IN THE REPUBLIC OF
BELARUS

After the Investment Code was adopted in 2001 in the Republic of Belarus, the legal situation for
investment activity was greatly improved. Yet some draw-backs remain - inconsistency of
normative legal acts, inconsistency and controversial character of some legal norms. It is
necessary to finish up the formation of normative-legal base in the field of tax, credit, currency,
custom regulation of investments and provide foreign investors with stable, favorable conditions
for business.

The annual monitoring of investment climate in Republic of Belarus becomes a very actual task.
The most suitable variant is to track the condition of investment climate in the country's economy
without pointing out the separate management systems (branches, regions, economic zones). For
this purpose Ministry of Economy and other ministries are to work out the methodology of
evaluation of investment climate criteria and the methods of its monitoring as well as to organize
cooperation with one of the leading specialized international agencies to define the investment
rating of Belarus. In accordance with economic assessments, the demand for investments within
the period 2000-2010 may constitute US$39. The total amount of investments into the fixed
capital in 2010 is to increase by 2,2-2,5 times in comparison with 2000 (in 2005 it is to increase
by 1,6-1,7 times in comparison with 2000). The investment share into gross domestic product will
be 26-28% in 2010 (19,8- in 2000). It will make possible to ensure the development of industrial
sector, increase of competitiveness of ready-made products in the home and foreign markets and
as a result.
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DIVIDEND ANNOUNCEMENT AND SECURITY
PRICE REACTION IN EMERGING FINANCIAL
MARKETS: EVIDENCE FROM BANGLADESH

A. Sabur Mollah, University of Botswana
Asma Mobarek, University of Botswana

ABSTRACT

Dividend signalling and the information content of dividends are the areas of interest in financial
literature. A vast majority of research conducted on dividend signalling and the information
content of dividends, but there is no such recognised study found on the effectiveness of dividend
announcements as a signalling device to influence the security prices on the Dhaka Stock
Exchange (DSE) in Bangladesh. This research investigates whether dividend announcements
convey information to the market or whether investors consider announcements of dividends as a
signalling device of the firm’s future prospects. The announcements of cash dividends of the listed
companies on the Dhaka Stock Exchange (DSE) for the period preceding and following the
financial crisis of 1998 are considered in this study. The empirical part of this paper employs a
conventional event study methodology to examine the stock price reaction to the announcement of
dividends. The empirical results suggest that there is no significant impact of dividend
announcements on the security prices of the DSE, which implies that dividend announcements do
not contain any information and effectively appears insignificant in the stock market of
Bangladesh. Actually after the financial crisis, not only the local investors withdrew but also they
had a huge psychological shock as most of them lost everything in the market. However, the
regulators failed to take any significant initiative (changes in regulation or institutional change)
to bring the investor’s confidence back and apparently dividend payments even become less
significant after the crisis in the stock market of Bangladesh.
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DIVIDEND POLICY RESPONSES TO
DEREGULATION IN THE ELECTRIC UTILITY
INDUSTRY

Julia D’Souza, Cornell University
John Jacob, The University of Colorado at Boulder
Veronda Willis, The University of Texas at San Antonio

ABSTRACT

This paper investigates several facets of electric utilities” dividend policies following the
onset of deregulation. The transition to deregulation provides an interesting setting in
which to examine some of the unresolved questions surrounding the dividend puzzle,
since in the regulated regime most of the theories to explain dividends do not apply. After
deregulation electric utilities are subject to the same competitive forces that face firms in
other industries. Consistent with the theory of dividend clienteles we find that utilities
continue to pay high dividends even after deregulation. Under a regulated regime, we
find no systematic pattern of associations between dividend changes and abnormal stock
returns or future earnings changes. Post-deregulation, however, our results suggest that,
consistent with prior research on unregulated firms, dividend increases (decreases) are
viewed by the market as good (bad) news. When we examine earnings following changes
in dividends, we do not find evidence in favor of the dividend signaling theory.
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THE IMPACT OF LIBERALIZATION ON AIRLINE
DEMAND IN THE PHILIPPINES

Wilfred S. Manuela Jr., University of the Philippines-Diliman
ABSTRACT

This paper explores the impact of airline liberalization on demand using a framework that builds
on previous research, but incorporates variables that characterize the Philippine domestic airline
industry. Since only a number of routes have been liberalized since 1995, the data consist of ten
domestic routes. The methodology employs the generalized method of moments based on the
Newey-West covariance estimator, which is robust to both heteroskedasticity and
autocorrelation. The results indicate that even with entry, competition, and lower fares in the
industry after 1994, liberalization does not result in higher demand due to the fall in passenger
traffic in three markets in the sample.

INTRODUCTION

Graham, Kaplan, and Sibley (1983) report that deregulation attracted more entrants resulting in
lower fares and less concentration in the United States while Moore (1986) reports that
deregulation results in a substantial increase in the number of passengers, especially in tourist
markets. Rietveld, Schipper, and Nijkamp (2002) report that fares and departure frequency on
fully liberalized intra-European routes are 34 percent lower and 36 percent higher, respectively,
than on less liberalized routes. These findings indicate that deregulation and liberalization result
in higher demand due to entry and competition.

DETERMINANTS OF DEMAND FOR AIRLINE TRAVEL

The demand for scheduled airline service is a function of two sets of variables—geo-economic
and service-related factors. Geo-economic variables, which fall outside the control of airlines, are
determined by the economic activity and geographical characteristics of the region where airline
service is available. Distance affects the demand for airline service in two ways: demand falls as
distance increases due to the lower commercial and social interaction between two cities in a
market, while the relative competitiveness of airline service increases with distance because of
reduction in travel time. Service-related factors, which are within the control of airlines, are
determined jointly by the quality and money-related components of airline service. The literature
defines the quality of airline service in terms of departure frequency, load factor, and aircraft size,
while the financial cost of traveling is determined by fares, which incorporate the cost of
providing the service (Jorge-Calderon, 1997).

This paper proposes that a variable representing other transport modes should be included in the
demand model because time-insensitive travelers in the Philippines tend substitute other transport
modes to air transport due to price differences.

EMPIRICAL MODEL

The econometric model in this study consists of three equations due to the endogeneity of the fare
and frequency variables in the passenger or demand equation. The three equations are estimated
simultaneously and all continuous variables in the three equations are expressed in natural
logarithms so that the coefficients can be interpreted as demand elasticities.
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In PASS (ij) = Bo + Bi In FARE (ij) + B, In FREQ (ij) + B3 In MPOP (ij) + B4 In ACSZ
(ij) +
Bs In DIST (ij) + Bs In MODE (ij) + B7 LIBR (ij) + £ (1, ij),

where for each route i and year j,

PASS = the number of enplaned passengers
FARE = the average fare per kilometer in pesos
FREQ = the number of two-way flights

MPOP = the mean of the provincial populations of endpoint airports

ACSZ = aircraft size or the average number of passenger seats per two-way flight

DIST = the roundtrip distance between airports in kilometers

MODE = the bus or boat fare per kilometer

LIBR = dummy variable, which takes a value of ‘0’ from 1981-1994, ‘1’ from 1995-
2003

€ = the error term

In FARE (ij) = Bo + B1 In PASS (ij) + B, In FREQ (ij) + B3 In RGDP (ij) + B4 In DIST (ij)
J’_

Bs In COST (ij) + Bs LIBR (ij) + Bs AFCR (ij) + Bs TERR (ij) + & (1, ij),

where for each route i and year |,
RGDP = the mean per capita regional gross domestic product of endpoint cities

COST = the average variable cost per passenger-kilometer

AFCR = dummy variable representing the effect of the Asian financial crisis in 1997-98,
which takes a value of ‘1’ in 1998, ‘0’ otherwise

TERR = dummy variable representing the effect of the terrorist attacks on September 11,

2001 in

the United States, which takes a value of ‘1’ in 2001, ‘0’ otherwise
and the other variables are as defined in the demand equation.

In FREQ (ij) = Bo+ B1 In PASS (ij) + B> In ACSZ (ij) + B; In OPTR (ij) + B4 TERR (ij) +
e (1, 1j),

where for each route i and year j,
OPTR = the number of airlines
and the other variables are as defined in the passenger and fare equations.

METHODOLOGY

The airline-related data come from the Civil Aeronautics Board, while the data on income,
population, and consumer price index come from the National Statistical Coordination Board.
The data on bus and boat fares come from the Land Transport Franchising and Regulatory Board
and the Maritime Industry Authority, respectively.

The balanced panel data used in this paper come from 230 observations per equation or 690
observations for the three equations representing ten domestic airline markets for the period
1981-2003. The data are estimated using the generalized method of moments based on the
Newey-West covariance estimator to minimize the estimation problems encountered in previous
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work. In addition, the equations are estimated using the fixed effects model to control for the
unobserved heterogeneity between years and city-pairs.

ESTIMATION RESULTS AND ANALYSIS

Table 1 shows the results of the passenger equation estimation. FARE is highly significant and, as
expected, demand falls when price increases. The inelastic demand observed in this study may be
attributed to the low substitutability between airline service and other transport modes because of
the 0.08 cross-price elasticity of demand for airline travel (reported as MODE in Table 1).

Table 1: Demand Equation
Dependent Variable: Number of Passengers
Estimation Method: Generalized Method of Moments
Instruments: MPOP, RGDP, DIST, ACSZ, OPTR, MODE, LIBR

Variable Coefficient t—Statistic Probability
FARE —0.45 -3.71 0.00 *
FREQ 0.84 19.68 0.00 *
MPOP 1.25 3.53 0.00 *
ACSZ 1.08 17.84 0.00 *
DIST —0.10 -2.19 0.03 **
MODE 0.08 2.09 0.04 **
LIBR —0.15 -3.80 0.00 *
Adjusted R* 0.98
Included observations 230
Total system observations 690

* Significant at the one percent level (highly significant)
ok Significant at the five percent level

FREQ has the expected sign and is highly significant, which means that demand responds
positively to additional flights. ACSZ is highly significant and elastic, indicating that Philippine
passenger airlines are inclined to switch to bigger aircraft to accommodate more demand rather
than increase the number of flights proportionately, especially in slot-constrained markets. The
coefficient of MPOP suggests that the population variable captures the demand resulting from
domestic and foreign tourists in the country while the negative sign of DIST indicates that the
socioeconomic effects of distance outweigh the relative competitiveness of air travel on longer
routes.
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Figure 1: Total Passenger Traffic in the Domestic Industry
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LIBR has a negative impact on passenger traffic, contrary to the impact of deregulation and
liberalization on the US and Europe. Passenger traffic is almost one percent lower after the
industry was liberalized in 1995, computed as change in demand = [J / (In y + [J) where y is the
average number of passengers in the sample routes for the period 1995-2003 and [ is the
coefficient of LIBR. The fall in demand indicates that the decrease in the average fare after
liberalization (see Manuela, 2007) is insufficient to induce demand in the sample markets, despite
a general increase in passenger traffic in the entire domestic industry (see Figure 1).

CONCLUSION AND POLICY IMPLICATION

This paper has empirically explored the impact of airline liberalization on demand and the
determinants of demand for scheduled airline service in the Philippine domestic industry using
sample routes with different market characteristics and state of competition for the period 1981—
2003. The estimated demand equation indicates that aircraft size outperforms departure frequency
in generating airline demand probably due to the unavailability of additional landing slots in most
of the airports in the sample markets while the rest of the variables behave as expected except for
the liberalization dummy, which suggests that airline demand, at least in the sample markets, fell
almost one percent after the industry was liberalized. The decline may be due to the fall in
passenger traffic in three markets in the sample. The general increase in the demand for scheduled
airline service in the Philippines after 1994 as reported by CAB (see Figure 1), however, means
that more passengers are now able to travel by air as a result of lower fares due to the prevalence
of promos and discounts observed in a liberalized Philippine domestic airline industry (Manuela,
2007).
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MIXED MEDIA AND NICHE MARKETING IN THE
GLBT POPULATION

Susan Baxter, Bethune-Cookman College
ABSTRACT

Targeted marketing can aid companies in reviving stagnant sales and/or customer bases by
focusing specific products or services to precise market segments. This allows the market
segment to feel that the product is customized to their needs, desires or affiliations. Successful
niche marketing requires the appropriate utilization of mixed media that demonstrates an
understanding of the targeted population segment. One population segment that demonstrates
potential as a niche market is the Gay, Lesbian, Bisexual and Transgender population with an
estimated buying power in the United States of $450
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HIGHER EDUCATION INSTITUTIONAL
BRANDING: A COMPARISON OF ARAB COUNTRY
AND U.S. HIGHER EDUCATION ONLINE
BRANDING STRATEGIES

Andy Lynch, American University of Sharjah
ABSTRACT

Arab world and United States cultures contrast on many levels. One such contrast is the
acceptance and implementation of aggressive marketing practices in higher education. This study
focuses specifically on the branding strategies used to market higher education. In part because
of the post-September 11, 2001 events, there has been a decline in Arab student applicants to
United States higher education institutions (HEI’s). As a result, growing numbers of Arab
students have sought out suitable HEI’s in their geographic region. A comparison of HEI
branding strategies utilized by Arab world and U.S. HEI’s are examined to document trends in
global higher education marketing. This exploratory content analysis of 411 Arab world and U.S.
HEI home pages established a snapshot of current branding strategies. Findings indicate that
both regions value spotlighting institutional brand names, do not rely on slogans, but do include
traditional and contemporary logos on their home pages. Findings indicate that U.S. National
HEI’s are more likely to utilize slogans and contemporary logos than Arab world HEI’s. In
addition, both HEI groups were found to project predominantly conservative product-focused
branding strategies.

The IBFR- GCBF Proceedings — Volume 2, Number 1 www.ThelBFR.com 145



R&D COMPETITION WITH SPILLOVERS AND
RELATIVE PERFORMANCE EVALUATION

Yiyi Zhou, Peking University
Xingiao Ping, Peking University

ABSTRACT

Conventional agency theory holds that relative performance evaluation (RPE) would prevent
executives from being rewarded or penalized for events they cannot control. Yet empirical work
on top executive compensation has found no evidence of RPE. This fact has been termed as the
“RPE puzzle”. This paper provides a theoretical analysis on R&D competition between two
companies which compensate executives by RPE, and shows that the executives’ optimal choice
will be biased from the owners’. Specifically, executives will invest too much in innovation if the
spillover of the R&D activity is small; while they will invest too little in innovation if the spillover
of the R&D activity is large. Consequently, we provide a new explanation to the “RPE puzzle™.

INTRODUCTION

Most of the existing research on the “RPE puzzle” proposes one of three possible explanations:
(1) it is incorrect to assume that the incentives of CEOs derive solely from their compensation,
because the rest of their wealth also creates implicit incentives; (2) product market interactions
may have a significant impact on optimal compensation schemes; and (3) optimal contracting in
executive labor markets does not necessarily lead to RPE provisions.

In this paper, we try to explain the “RPE puzzle” from a new perspective. We build a model of
R&D competition between two firms which compensate executives by RPE and we show that
executives’ R&D strategy is biased from the optimal choice of the owners.

THE MODEL OF R&D COMPETION WITH NO SPILLOVERS

Assumptions:

< Utility function of R&D decision makers
U, =ar+ p(r —7x;)
where & and £ are parameters. It means that the evaluation of executives consists of two parts:

one is the profit of his own company and the other is the difference between the profit of his own
company and the profit of his rival firm.

< An industry consists of two (ex ante symmetric) firms. Originally, each firm’s marginal
cost is c. Each firm chooses whether or not to undertake R&D to reduce the firm’s marginal cost

by A . So, after the R&D decision, the marginal cost of each firm becomes
<>

c—A, if investinR& D
c,if not
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A firm’s cost of R&D activity is
) ={I, if investinR& D
" 10,if not
< In the product market, the inverse demand function is p=a—b(q, +d,) , where ¢, is the

firm i’s quantity of products.
The Model:

The game is consisted of two stages: in the first stage, each firm chooses whether to conduct
R&D activity simultaneously and the marginal costs change correspondingly; in the second stage,
each firm chooses its quantity of products and the profits is realized.

Firm 2
Y N
Firm 1 Y Uyy’Uyy Uyn’Uny
irm
N Uny’Uyn Unn’Unn

Payoff Matrix of the Game

We first obtain the executives and owners’ equilibrium strategies, respectively. And then, we
obtain the following proposition by comparing the two equilibria above.

Proposition 1: Assuming that R&D activity has no spillovers, executives have more incentive for
R&D than owners.

THE MODEL OF R&D COMPETION WITH SPILLOVERS

We modify the model to accommodate R&D competition with technological spillovers like this:
if only one firm invest in R&D, the reduction of marginal cost is A ; if two firms invest in R&D
simultaneously, the reduction of marginal costis A+ @ ,»>0.

Again, we first obtain the executives and owners’ equilibrium strategies, respectively. And then,
we obtain the following proposition by comparing the two equilibria above.

Proposition 2: If the spillover of R&D is small, executives have more incentive for R&D than
owners; if the spillover of R&D is large, executives have less incentive for R&D than owners.

Spillovers have two effects on executives’ R&D choice: (1) competition effect. R&D can reduce
the cost of production, and thus firms can obtain more profits by winning a lager market share
and at the same time lower the opponent’ profit. Thus, R&D improves the executives’ evaluation
and thus encourage executives to conduct R&D activities; and (2) spillover effect. R&D can also
reduces the opponent’s cost and then improve the opponent’s profit. Thus, R&D lowers the
executives’ evaluation and thus discourages executives to invest in R&D. Therefore, when R&D
activity’s spillover is large enough, the second effect will dominate, that is, executives have lower
incentive to conduct R&D than owners.
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SOCIAL WELFARE

We consider the social welfare as the sum of the profits and the consumer surplus, i.e.

1
W =r +7, +5b(q1 +0,)’. Then, we can obtain

Proposition 3: Consider the R&D competition with no spillovers. Owners have too much
incentive in performing R&D, compared with social optimal.

Proposition4: Consider the R&D competition with spillovers. Executives’ incentive in
conducting R&D is less than the owners’, and less than what the society requires.

Figure 1: R&D with no spillovers
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Figure 2: R&D with large spillovers
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CONCLUSION

It is well known that comparative performance information can be used to improve incentives and
efficiency in an agency relationship. Yet empirical work on top executive compensation has
found no evidence of RPE. This paper gives a new explanation to the “RPE puzzle” in the
framework of R&D competition between two firms. We combine the “competition effect” and the
“spillover effect” of the R&D investment, and thus show that executives’ optimal choice is
different from owners’. In specific terms, executives invest too much in R&D if the spillover is
small; while they invest too little if the spillover is large.

Besides, our results are not only useful for analyzing top executive compensation, but also
applicable to other forms of implicit or explicit relative performance evaluations, such as
tournaments within organizations, yardstick regulation, or political competition.
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OPPORTUNITIES FOR RURAL ECONOMIC
DEVELOPMENT

Andres C. Salazar, University of New Mexico
ABSTRACT

This paper reviews the new economic challenges rural communities face in light of unfocused US
rural public policy since the 1980°s, the continued decline in the number of small farms and
ranches, reduced employment in extraction industries and the migration of young workers from
rural to urban areas. In some instances these challenges have been met with the recognition and
exploitation of certain societal trends affecting population migration to rural areas due to
establishment of amenities, urban crime and congestion, the desire for a natural environment and
organic living and finally, the advent of economic enablers such as the internet and wireless
communications. The conclusion reached here is that there are steps that rural communities can
take with the assistance of federal and state policy makers that can help stabilize rural America’s
economy with focused attention on new business opportunities and new approaches to
entrepreneurship.

INTRODUCTION

In the past few decades rural areas in the US have experienced continued depopulation as a result
of farm consolidation, job growth in the metro areas and the draw of city life — the variety of
entertainment, shopping and conveniences. The gap in education, skills and even age between
city dwellers and their rural counterparts has individually widened as a result of the migration of
the younger, more educated rural population segment to urban and suburban areas. Authors have
drawn attention to these trends that appear to persist despite public policymakers’ attempts to halt
or at least slow down this redistribution of population. There are several reasons for the concern
by government officials and they form, in part, the motivation for this paper and its study of
opportunities for rural economic development.

(1) Already there is concern of the concentration of population in the US metro areas. The
growing population density in those areas has led to disturbing growth in crime rates,
traffic congestion and pollution and overtaxed services such as water, power, solid waste
disposal and sewage. After 9/11 the possibility of toxic materials spread through city
water or air in metro areas has added to these concerns.

(2) The gap in age, education, poverty and job skills between rural and city dwellers has
threatened to make rural areas more and more dependent on federal and state aid.
Unchecked, these gaps could lead to a greater drag on economic growth in the US which
is already facing unprecedented global competition in many industries.

(3) Public policy for rural economic development over the past few decades has failed to
accomplish business creation and job growth to stem the tide of out-migration from rural
areas.

(4) Although technological changes have occurred in the past ten years — eg., internet,
wireless telephony - that may lead to rural business opportunities, there has been no
concerted effort to investigate their applicability to specific rural areas.

(5) Despite technological advances in farming such as disease resistant crops, efficient
harvesting methods, large farms and rapid distribution pipelines, the US has become
increasingly dependent on foreign imports of food supplies. In light of recent terrorist
attacks, this dependency has focused attention on the nation’s self-sustainability of basic
nutritional needs in dairy, meat, poultry and grains.
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In this paper we will first review the status of rural areas in the US in a quantitative manner to
better understand the magnitude of the problems listed above. Next, we will briefly review the
observations of several authors concerning past public policy on rural economic development.
Our contribution will be the identification of modern rural economic opportunities, suggestions
for public policy changes that support the exploitation of these opportunities, and a new approach
to entrepreneurship in rural areas.

STATUS OF RURAL AREAS IN THE US

The U. S. Census Bureau's classification of "rural" areas consists of all territory, population, and
housing units located outside of urbanized areas (UAs) and urban clusters (UCs). The 1990
Census of Population indicated that 24.8% (61.7 million) of the U.S. population lived in rural
areas while the 2000 census yielded the figures of 23% and 60.4 million, respectively, indicating
a continued decline in rural based population in the US. Revised numbers released in 2002
indicate “nonmetro” residents at 49 million and 17% of the US population. Over 300 nonmetro
counties out of a total of 2359 went from a population gain during 1990-1995 to a population loss
in the last half of that decade. Decreasing population counties rose from 497 to 750 in the same
time frame. This decline parallels the decline in small farm and ranch based population,
employment in mineral extraction and railroad operations — traditionally factors in a rural based
economy. Efficiency in production by large commercial farms and ranches have led to the
decrease in number of farms and ranches while production has increased or remained constant.

Rural areas constitute 70% of the land areas of the continental US including federally owned and
managed lands. The statistics show that the rural population in the US is spread over large areas
and thus forms a sparsely settled economic segment. The transition of the rural-based US
economy (90%) in the early 1900’s to one that is now largely urban has taken about one hundred
years. The picture is not all black and white as the following statistics show. The Economic
Research Service of the U.S. Department of Agriculture (USDA) calculated that 47.5% of the
rural residents lived in metro areas (counties with one or more central cities of at least 50,000 or
with a Census Bureau-defined urbanized area (and a total metro area population of 100,000 or
more), while 52.5% lived in non-metro areas (counties outside the boundaries of metro areas and
with no cities with as many as 50,000 residents). The former classification denotes those rural
areas not far from a 100 thousand resident metro area or not far from a city of 50 thousand
residents or more. Hence, there is some “gray” area of what is rural and what is urban, as
lamented by Isserman (2001). Presumably residents in some rural areas have convenient access to
resources, such as jobs, shopping, cultural events or other city-based amenities. The second
classification from the USDA identifies those rural areas to which urban amenities and resources
are not within easy access. These areas constitute those in most need of economic development in
order to stave off continued decline in population and growth in poverty levels.

USDA's Economic Research Service indicates that compared with conditions in the 1980's, rural
socioeconomic conditions during the mid 1990's were favorable.(USDA, 2002) However, in the
same reference we find that while "rural earnings per job grew very slightly during -1995-96, a
significant rural-urban earnings gap persisted and even widened. Similarly, since 1989, rural
poverty rates have remained unchanged and continue to be higher than metro poverty rates. On
the other hand, rural unemployment rates have continued to fall, per capita incomes grew faster in
rural than urban areas, and average weekly earnings for rural workers showed a gain during 1996-
97, the largest increase since the end of the last recession. Another sign of favorable economic
times appears in a steady growth in non-metro and metro per capita transfer payments, which is
the usual response to a strong economy." However, nearly all of the main economic indicators
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"reveal wide gaps in the levels of poverty, unemployment, earnings, and income sources between
rural minorities and whites. For example, the rural minority poverty rates were nearly three times
as high as those of rural whites and substantially higher than those of urban minorities. The levels
of poverty differed among rural minorities as well, with Blacks having the highest rate, followed
by rural Native Americans and rural Hispanics."(USDA, 2002)

As a result of the lack of employment opportunities for rural youth, a factor in the migration of
rural population to urban areas, the indirect result is that the rural population has become an aging
segment. The elderly (age 60 or older) constitute 20% of the nonmetro population and 15% of the
urban population.(USDA, 2002) Fewer and fewer younger folk are taking up the farm and ranch
way of life. The out-migration of rural youth and its consequence on economic development in
the countryside has attracted the attention of policy makers in Europe who seek to improve rural
conditions. (Dax and Machold, 2001) The composition of the rural population that remains is less
well educated than its urban counterpart. (Quigley, 2002) Poverty and poor education are highly
correlated.(Stauber, 2001) The South has one third of the US rural population but is home to half
of all adults who do not have a high school diploma. The nonmetro population with a college
degree is 11 percentage points lower than their urban counterparts.(USDA, 2003) Lower demand
for college graduates in nonmetro areas encourages rural and urban youth to seek jobs in metro
areas. Although educational attainment has improved in rural areas over the last decade, there are
still 23.2% rural residents who did not complete high school compared to 18.7% of the urban
dwellers.

Why do people remain in rural areas? It is important to note that there do remain opportunities for
making a living in rural areas as this paper will review below. However, some underlying
psychological or lifestyle factors that influence the retention of a certain segment of population in
rural areas include:

a) Desire to continue farming or ranching lifestyle, even on a part-time basis;

b) Attachment to land and the family or cultural heritage it may represent;

c) Distaste for the urban lifestyle and pollution and its “rat race” image;

d) Satisfaction with basics of life, a natural setting, in spite of frugality and modest
means;

The rural population still has political clout in the US partly due to the roots of the political
system that go back to the country’s inception as a rural based economy. Members of the upper
chambers of the state legislature and congress are elected on spatial factors, namely land areas
that are either districts, counties or states. States that have few urban centers and sparsely
populated rural areas have the issue of passing state laws that appeal to a powerful contingent of
rural spokespeople. This fact alone is a reminder that the economic and political needs of the rural
population cannot be ignored.

PUBLIC POLICY TOWARDS RURAL ECONOMIC DEVELOPMENT

US public policy towards rural economic development in the last twenty years has been
fragmented and lacking in a central focus.(Henderson, 2002) (Browne, 2001) However, this
rural development policy has drawn criticism (Stauber, 2001) and had been much less
effective in assisting rural people and places as they confront the fundamental changes
occurring in the national and world economies. Dabson (2000) makes the observation that
“rural development is still the stepchild of agricultural policy and rural entrepreneurship
comes low down on the list of priorities for rural development policymakers and
practitioners.”
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The USDA has sponsored the National Rural Development Partnership (NRDP) comprised of
three entities: some 40 state rural development councils; the National Rural Development Council
(NRDC) that brings together program managers from over 40 federal agencies; and the National
Partnership Office which acts as the administrative center for the Partnership. The NRDP does
not sponsor rural entrepreneurship programs either at the federal or state level, However, the
Kauffman Center for Entrepreneurial Leadership has given a grant to Partners for Rural America
and the Nebraska Community Foundation to work with state rural development councils in
Maine, Minnesota, Missouri, and West Virginia to design strategies to promote
entrepreneurship.(Dabson, 2000) Some authors have advocated entrepreneurship as a strategy for
rural community development. (MacKenzie, 1992).

Notably, the Appalachian Regional Commission (ARC) has led a focused effort in promoting the
creation and development of local entrepreneurial firms that increase local wealth and
employment opportunities. The agency invests in five areas of entrepreneurship: business
education and training, industry networks and clusters, technology transfer, access to capital and
financial assistance, and technical and managerial assistance.(Dabson, 2000) ARC fostered the
value of entrepreneurship and small business creation through conferences and workshops,
scholarships for training programs, publications, and online resources. These efforts encouraged
community leaders to build partnerships with associations, consultants, and mentors to assist in
developing local entreprencurial talent. Expectations among the community leaders and partners
are that a sustained effort over many years is required to achieve genuine impact on regional
wealth creation.

The US Economic Development Agency has sponsored research that reviews the US rural
economic landscape from a cluster mapping perspective. (Porter, 2004) In that study additional
research is suggested that would reveal cluster linkages between adjacent metro areas and
neighboring rural counties.

Some policy makers continue to believe that business recruitment is the only cost effective
approach to revitalizing rural economies. This type of program translates into resources for
marketing and incentives, and also to continued expenditure on basic physical infrastructure.
ARC’s approach argues that entrepreneurship strategies involving locally grown talent
supplement but do not replace traditional approaches.(Dabson, 2000)

WAGES IN RURAL AREAS

Earning a living in the rural countryside has depended on farming if the soil can support crops
with a market value that exceeds the expense to plant, grow and harvest them or ranching if the
cost for labor and feed required can be held down. Nevertheless, with competition from overseas
and larger commercial farms or ranches, these traditional methods of income generation for the
rural family have been under attack for decades. The federal government has responded to the
plight of the farmer with commodity price supports or with supplementary income for not
planting if oversupply is anticipated. The rancher has had to contend with environmental concerns
and fewer and fewer federal lands available for grazing. Although lobbying efforts from farmers
and ranchers have solicited assistance from the federal level, the result has been that many family
farms and ranches are no longer viable in the face of modern agricultural methods used in larger
farms and cheap labor overseas. Of course, there has been opportunity for the small farms and
ranches in niche markets, such as in organic vegetable farming or in organically-fed farm or ranch
animals. These opportunities have not been without problems since new farming methods and
quality control procedures are required in order to compete in these new markets. Immigrants
from Mexico and other Latin American countries have taken low-wage farming and ranching jobs
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and filled a rural labor need but new border restrictions and the attraction of higher paying jobs in
urban areas such as in construction and service establishments has minimized the positive impact
that this new labor pool can have for the rural community.

One way to continue living on the family farm is to have a family member(s) take on a job in the
area. If the farm or ranch is near a metropolitan area, this often means commuting to the urban
area on a daily basis and becoming a wage earner. These wages helps in stabilizing the
farm/ranch family income and keeps the family on the land. If the farm/ranch is not anywhere
near a metro area, steady wages can still be earned by working for the county, the local school
district, the post office or other federal agency. The extraction industries — logging, mining,
mineral processing, etc., - that had provided jobs in the US for its rural based population have
been on the decline for decades. New environmental rules and more efficient methods of resource
extraction and processing indicate that the future for job growth in these areas remains bleak.

OTHER FORMS OF ENTREPRENEURIAL (E-SHIP) OPPORTUNITY

The demand for organically grown foods in US has been caused partly from the concern over the
use of growth hormones and powerful anti-biotics in cattle and poultry farms, the extensive use of
pesticides on crops and the development of mutated seeds. This societal trend has led to the
establishment and growth of local farmer’s markets. Adding to the support of locally grown
vegetables, dairy products, poultry and meats is a concern for the growing dependency on foreign
imports of food of unknown processing.

In addition to supplying new markets with organic farm products, rural families have taken to
other forms of small businesses to supplement the family income. Rural areas near metropolitan
centers have found that urban-based tourists enjoy antique shops, bed & breakfast inns, rural
artisan-ware, restaurants with home-style cooking and direct purchase of produce, cheese,
preserves and cured meats. In some cases cottage industries specializing in such esoteric products
as dry flower arrangements, stuffed animals, weaving or embroidery crafts, etc., have emerged
that take advantage of the cheap labor and handcraft skills that are prevalent in rural areas. In
West Virginia, the establishment of a state-funded coop center “Tamarack” enables local craft
vendors to display and sell their wares.

The pristine nature of rural areas with its scenery, association with unspoiled landscapes, clean air
and water, and uncrowded infrastructure draw urban folk who desire a more tranquil home
environment. In addition, people seeking a retirement home are drawn to the rural areas to live
out the rest of their lives in a slower and peaceful setting. However, retirees do require health
services and access to assisted living eventually. Clusters of retirement homes have started
appearing in rural areas where these requirements are met including access to excellent medical
facilities. Lorah and Southwick (2003) cite the retirement trend that government transfer
payments, mostly social security benefits, exceed aggregate wages from all extraction industries
in the rural West consisting of 11 states.

Other trends that have appeared to assist wage growth in rural areas are recreation, vacation
homes and tourism. Lorah and Southwick (2003) offer evidence that rural counties with protected
wilderness areas have shown both population and wage growth in the last two decades. The
assertion made is that new service establishments, construction of second or third homes, hotels
and recreational facilities, and new community infrastructure all lead to job creation in these rural
areas with protected federal lands. An associated trend is the “amenity migration” described by
Price, Moss and Barrett (1997) that claims that the natural environment can be a driving force in
attracting those workers that can perform their duties almost anywhere. Improved and
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inexpensive forms of communications — cellular phones, broadband internet, rapid file transfer
via the web, rooftop satellite dishes, etc., - all have enabled the development of a migrant
knowledge workforce. The impact on the rural economy by a digital telecom infrastructure is
discussed in Malecki (2001).

The statistics from the study in Lorah and Southwick (2003) indicate that income growth rates are
2.75 times higher in rural counties with protected lands. The unexpected conclusion of the study
made by Vias (1999) that jobs follow population growth instead of the reverse may be explained
by the migration of the knowledge workforce (income derived elsewhere) attracted to rural
settings or retirees (with investments or pensions) that choose to live out their lives in non-metro
areas. Stauber (2001) observes that a “retirement base” was significant factor for rural counties
that did not lose population in the 1990’s.

Amenities (includes recreation, second homes, etc.), retirement and knowledge worker migration
constitute important trends that may change the economic landscape of rural areas in the US in
the next decade. It behooves public policy makers at the federal and state level to understand how
their resources can encourage and perhaps expedite the development of these societal trends for
achieving job creation and wage growth in rural areas. These trends have already encountered
some problems a notable example of which is “Aspenization,” or the result of creating a rural
community in which living expenses, principally housing, can become so expensive that service
workers cannot live there. (Lorah and Southwick, 2003) This phenomenon has been observed to
happen where land for housing is scarce due to federal or state protected lands, reservation land
for Native American tribes, over-restrictive local zoning ordinances or poor civic planning.

ENABLERS OF OPPORTUNITY

There have been a few enablers that have facilitated the consideration of rural areas for economic
development. Rural areas suffer from the twin economic obstacles of remoteness and low
population density, two factors that have inhibited rural business creation in the past. First, the
internet has greatly enlarged markets for rural extracted or manufactured products. Although
specialty catalogs and targeted mailing lists were used previously by rural-based businesses, the
internet now allows would-be customers worldwide to access their products through electronic
storefronts. Payments for rural products and services are handled through electronic payment
mechanisms as well. Telecommunications costs have dropped dramatically in the last ten years so
telemarketing is now possible from remote, rural areas. Wireless networks can connect lightly
populated areas and deliver telephony and broadband internet service. In addition, call centers can
now be established in rural areas to take advantage of the cheap labor often available there. Light
manufacturing in rural areas has been given a boost by the growth and pervasiveness of the
overnight delivery services such as UPS or FEDEX for selling even perishable items such as
fresh fruit, vegetables and smoked meats. Branding of products, especially organically grown,
from rural areas, such as “Vermont maple syrup,” “Vidalia Onions,” “Hatch chili,” assists
farmers in protecting their markets. Some rural areas have discovered and then exploited their
differentiation in the products or services they can market in the face of global competition.
Another amenity enabler is the result of Native American tribes capitalizing on their legal
autonomy to establish gambling casinos, golf courses and resorts in rural areas. Construction and
service jobs are created both for tribal members and other rural dwellers.

The recognition of the US societal trends described above, namely amenities, retirement and
knowledge worker migration, can help rural communities orient their investments in regional
economic development such as infrastructure (civic planning, water & power, roadways,
telecommunications, regional transportation, healthcare facilities, public education, police and
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fire protection) or in business creation or assistance, youth entrepreneurship programs, support for
vocational training in nearby community colleges, farm and ranch extension programs for organic
products, etc. Those rural areas that take the initiative in capitalizing on these trends will likely be
the winners in the new rural US economy.

E-SHIP GAPS IN RURAL POPULATION

Business knowledge. The transition from running a farm or a ranch to managing a business can be
made difficult in the face of little or no business training. The finances for a small farm or ranch
can probably be managed much like a checkbook. However, a business requires licenses, gross
receipts tax to be collected, insurance, multiple suppliers and payroll bookkeeping if other
employees are involved in the business. Hence, many new rural businesses find themselves short
on experience in accounting, finance and cash management, employment law and regulations.
These skills can be picked up over time by taking seminars or courses at local community
colleges or the nearest Small Business Development Center (SBDC). Whereas a small farm or
ranch requires little expertise in marketing, sales and knowledge of competition, the rural
business owner finds that training in these areas can help bolster the growth of the business.
Further, knowledge about product and service quality and legal assistance in labor and
employment regulations and learning about contracts and agreements with suppliers and
customers also helps. These needs for starting a rural business are not much different than those
requiring fulfillment in urban areas. The main difference is that rural start-ups may not have easy
access to training centers for this business knowledge. Another difference is that rural businesses
are in large measure family owned and operated, a tradition inherited from the operation of the
farm or ranch.

Business Facilitation. One model for creating rural businesses that has recorded notable success
in several countries is attributed to Dr Ernesto Sirolli who has written about several case studies
and elements of the model in his book, Ripples from the Zambisi. (Sirolli, 1999) His Sirolli
Institute has been hired by rural communities and regional public agencies to establish the
elements of his model labeled “enterprise facilitation.” The model requires a significant cash
investment to hire a “facilitator” and the formation of a board of advisors to assist rural
entrepreneurs in the formation of new businesses. In fact, the Sirolli Institute will not accept an
assignment unless the rural community displays commitment in these forms. This requirement is
in compliance with the belief that economic developers should not help those who have not asked
for help, a credo borrowed from Fritz Schumacher. (1973) The Sirolli model relies on the belief
that there exist would-be entrepreneurs in every corner of the globe, regardless of the
environment, hopeless as it may appear to the untrained eye. Some of these aspiring entrepreneurs
in rural areas do display a relentless will and energy to form a business, what Dr Sirolli calls a
“passion,” unmistakable in its manifestation and absolutely required before a trained facilitator
can assist in the business creation.

This feature of commitment alone differentiates the Sirolli model from other attempts to support
initiation of enterprises in public policy or economic development programs in rural areas. There
is a psychological factor in the “passion” requirement that is notably absent in the entrepreneurial
qualifications normally assessed by business assistance agencies. Of course, some agencies do
ask about the personal commitment in both cash and time that a would-be entrepreneur is willing
to invest in the proposed business. However, Dr Sirolli’s model would argue that these
commitments in and of themselves do not validate the emotional and psychological desire to form
the business that his model labels the “passion.” How does one measure “passion?” Enterprise
facilitators who are trained in the Sirolli model are trained in its detection and assessment. They
are interviewed and hired by the community but are trained by the Sirolli Institute and are then
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supported by the rural community network formed by the Board of advisors, numbering 50 or
more. The advisors are also part of the Sirolli training program that takes up to three months or
more with follow-up monitoring lasting up to three years. This aspect of the Sirolli model
parallels the advocacy of multi-community collaboration reviewed in Borich (1994). The
community involvement is a manifestation of the “organizing community capital resources” idea
outlined by Shaffer. (Shaffer, Deller, Marcouiller, 2004, p. 216).

Enterprise facilitators operate on a one-on-one basis with the aspiring entrepreneur who seeks
them out, protecting the confidentiality of the business concept, and customizing the assistance to
entrepreneur as determined by extensive interviews and capacity to move forward. The Board of
advisors supports the Enterprise Facilitator and the aspiring entrepreneur with assistance for
getting the business off the ground, perhaps with networking contacts and financial help,
operational advice, business counseling, rental space, equipment availability, etc. The idea of the
enterprise facilitator and the Board of advisors is to create a community entrepreneurial advocacy
or “social infrastructure” along the lines discussed by Flora and Flora (1990) or by Shaffer, Deller
and Marcouiller (2004, p. 218).

The case studies of the Sirolli model at work validate that it does mobilize resources in a
community and focuses them in the creation of new businesses and jobs in environments where
other models have failed or simply do not achieve equivalent results. One reason for its success
can be attributed to the “selection” process of first helping those entreprencurs that are “serious”
and then throwing significant community resources at the business concept that has been
“molded” by the enterprise facilitator to maximize its chances for success. In some cases the
Sirolli model has been tried in urban areas and similar positive results have been achieved. It is
interesting to note that in many rural communities economic development agencies have objected
to soliciting the assistance of the Sirolli Institute. The argument made is that the agencies do not
see any difference between what they are doing currently with what the Sirolli Institute offers.
The objections of these agencies still present the greatest barrier to the propagation of the Sirolli
model in rural economic development.

OTHER MODELS AND FINANCING

The most prevalent economic development facilitation model found in rural communities is that
of the presence of a public agency funded by federal or state grants to assist the creation and
growth of rural-based small businesses through loan programs, seminars on business topics and
private counseling on business issues. Such agencies promote or represent the SBIR program
from the National Science Foundation, SBIC or SBA loan programs or regional development
programs formulated by the state or other federal agencies such as the SBDC. These programs
have had mixed results despite being in place for a number of years and continual funding. A
disturbing trend for financing rural businesses is bank consolidation. (Drabenstott and Meeker,
2003) When rural banks are bought up by urban mega-banks, the community often loses a
community leader, the local banker. Worse, local entrepreneurs find that the new bank is no
longer interested in financing small rural businesses. Venture capital has traditionally been scarce
for rural entrepreneurs since their businesses have been small with low to medium growth
prospects. The advent of equity capital for rural entrepreneurs would provide yet another form of
capital to accelerate the growth of their firms. Despite the financial challenges that rural based
firms face, there has been a noticeable increase in US rural self employment growth in the last
decade, in fact surpassing the growth rate in metro areas as indicated in Figure 1. (Henderson,
2002, values shown are growth rates of the decades)
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FIGURE 1: Metro and Rural Self-Employment Growth
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Regional economic development initiatives include recruiting companies to relocate into rural
areas, sometimes offering tax incentives, industrial park locations with low or rent-free
incentives, and workforce training programs. Call centers and light manufacturing are eagerly
sought by these initiatives. These “quick” fixes in creating employment in rural areas provide
equity for those in political positions who wish to show rapid return of investment in economic
development. Although such recruitment efforts do provide employment when successful, the
nature of the jobs created is low-skill, low wage with little form of advancement. Worse, the
transplanted companies often do not “put down roots” and can just as easily leave the region
when more attractive incentives are found in other regions or, in some cases, in overseas
locations. Such rapid job creations and destructions produce “whiplash” effects on the rural
community and do affect the “trickle down” businesses as well. Even the growth aspects of
transplanted companies can create transitional problems by attracting urban workers who perform
reverse commutes and compete for jobs originally intended for rural denizens, a phenomenon
alluded to in Start (2001). These mixed results have not stopped state and regional economic
development agencies from pursuing business recruitment as a viable job-creation option for rural
areas, at times sporting large budgets for travel and entertainment, tax incentive tools from
governmental authorities and land/building incentives from regional economic development
programs.

CHANGES IN PUBLIC POLICY

From this study, there are several themes that emerge that merit additional consideration by
governmental agencies whose job it is to propose public policy for rural economic development.
Below is a table of recommended policy initiatives together with a table of infrastructure or
“capital outlay” programs. These tables are not intended to be a formula for rural economic
development, however. Governmental authorities are often surprised that, after much debate,
public policies put in place to assist in regional economic development do not lead to the intended
result, namely job creation. At times, the main reason for the failure of public policy is that there
really was no community buy-in or commitment for making the public policy work. Some studies
(Popovich and Buss, 1990) indicate that there is no magic formula applicable to any region, rural
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or urban, that will work yet public agencies insist on making a given model work as
indiscriminately applied to any community. There is merit to involving the community in
discussing alternatives for economic development especially the integration of the young rural
constituency. (Dax and Machold, 2001) After all, rural youth must be able to see a future job in
the countryside, otherwise their out-migration will continue. These tables are offered as business
creation alternatives that should be considered for any modern program to address rural poverty
and community sustainability.

Surprisingly, some communities may not endorse development and economic diversity, features
of the initiatives listed in the tables. This is the possibility advanced in Schumacher (1973). There
is no point to forcing such a community to take on an economic development initiative that it will
not support. For public policy that supports organic growth, namely the creation of businesses
natively by members of the rural community, it is important to market such support to those who
can use it and to be able to customize the support to the need. The needs of every business start
are not the same and it is futile to force-fit support in a one-size fits all strategy.

Table 1: Rural Economic Development Initiatives

Initiative Steps Comment

Entrepreneurship Training
Program

Basic business principles in
accounting, finance, human
resource management,
marketing and strategy.

Computer training, website
creation, electronic payments.

Coop Marketing Programs

Awareness, establish
membership

Collaborative Community
Effort in Business Creation

Supporting Organization,
business facilitator

Sirolli Model

Amenity & Recreation
Development

Identify community
differentiation

Branding possibilities of
products, services, areas.

Retirement Community

Identify resources that may
contribute to viable
community establishment

Health services,
transportation important

Table 2: Capital Outlays for Rural Economic Development

Capital Program

Description

Comment

Telecom Infrastructure

Broadband trunking

Provides broadband
connectivity to internet for
community

Health Services

Hierarchical, non-overlapping
among communities served

Education Strengthen regional interest Farming, ranching, crafts
coursework
Financing Venture support Low interest rate business

loan programs.

Business training in rural areas should be made available, free of charge, to anyone who desires
it. The benefits of small business starts, to a region and to society in general, are evident and
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inclusive. Entrepreneurs should be recognized publicly for the value they create for communities.
Much like public education or transportation infrastructure, business education and
entrepreneurship should be associated with public benefit derived from job creation and wealth
fulfillment. Statistics prove that innovation from small businesses forms the only sustainable
advantage in a global economy.

In the same vein, business awareness and appreciation of entrepreneurship should be promoted in
public schools along with learning about language, math and science and personal hygiene. The
need for business knowledge has entered everyone’s daily life, ranging from cash management to
the do-it-yourself retirement program being promoted on the federal level as an alternative to the
tenuously funded social security system. This program falls in line with the integration of rural
youth in any initiative funded by regional policymakers.
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DOES COUNTRY CREDIBILITY INCREASE THE
CHANCE OF CURRENCY CRISIS?

Bilge Kagan Ozdemir, Anadolu University
ABSTRACT

The main aim of this paper is to investigate the influence of country credibility on probability of
currency crises. We follow the reasoning of Szczurek (2005 ) model was followed and extended by
adding new variables, which the authors consider good instrument variables to describe country
credibility. Two different indices were used: Corruption Perception Index (CPI) published by
Transparency International, which is a global non-governmental organization devoted to
combating corruption and Global Competitiveness Index (GCI) published by the World Bank
Group.

Tthe IMF’s International Financial Statistics (IFS: CD-ROM Version) of the period 1990-2002
for all variables apart from data concerning corruption was used. Data about corruption comes
from Transparency International (http://www.transparency.org) for CPI and from The World
Bank (http://publications.worldbank.org/WDI) for GCI. As a result of data availability our sample
contains thirty seven countries. In order to examine the effect of corruption on the probability of
currency crises the literature on the leading indicators of the currency crises was applied and used
a model which relies on some empirical assumptions. The model takes the following form:

Py, =1y =W + B,CA + B,REER, + Sl + B,CORR,)
t+1 1+exp(p, + B,CA + B,REER, + S, + 5,CORR,)

where | stands for international liquidity (defined as a ratio of foreign exchange reserves to short-
term debt), REER id real effective exchange rate overvaluation, G denotes the budget deficit and
CORR is corruption measured with CPI or GCI. The authors decided to use both indices since
they differ in the way they are created. The CPI index is based on experts’ opinions whereas the
GCI index is based on firms’ records. Moreover, the authors also thought that membership in
international financial and trade organizations might have a reasonable impact on country
credibility and decided to include membership in the European Union.

The initial results indicate that country credibility has significant influence on currency crisis.
Both applied corruption indexes are statistically significant. Negative coefficients on them prove
that the higher corruption, the more likely currency crisis. Moreover, marginal effects of
corruption indexes were high in relation to marginal effects of other explanatory variables. These
results suggest that approaching currency crisis should capture country corruption itself or any
other proxy of country prestige.
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SERVICE MARKETING - A VOYAGE OF
DISCOVERY OR HOW NOT TO RUN A
SUCCESSFUL SERVICES ORGANIZATION

Morris K. Speter, College of Mount Saint Vincent
ABSTRACT

The cardinal rule of marketing is that to be successful a company must satisfy its customers’
needs in a manner that is efficient and better than the competition. Customer satisfaction (i.e. the
difference between perceived performance of the company as compared to the expectations of the
customer) is the key to success. Providing high value (i.e. quality/price ratio) being the Critical
Factor for Success (CFSP).

BACKGROUND

When it comes to a service providing company the route to success can be very challenging.
Since services are intangible, time perishable, immediate and inseparable from the provider each
customer experience can be unique. Still consistency of excellence is required and bad impression
in one instance can carry over to an overall assessment. For companies that offer services,
especially in the hospitality industry, reputation is everything and bad “word of mouth”
advertising can be deadly. Companies need to deliver a level of service that exceeds the
customers’ expectations and “delights them.”

Following is an analysis of Voyages, “an Australian company offering experience based holidays
in spectacular wilderness locations... singularly focused on providing guests with incredible,
memorable experiences, which they would not be able to enjoy elsewhere in Australia.”

In June 2006 I spent a month touring Australia with my wife and stayed at three of Voyages
“world class accommodations.” We chose Voyages based on their reputation and were willing to
pay a premium for first class locations we did not expect a third class level of service. We stayed
at Ayres Rock, Kings Canyon and El Questro expecting “the last word in luxury.” However we
were extremely disappointed and experienced multiple service failures on a variety of levels.

Kings Canyon

Our first experience with Voyages was at Kings Canyon. A magnificent natural phenomena with
one (Voyages) hotel where we stayed. While our experience there was not bad. It is literally in
the middle of nowhere requiring many hours of driving but as our initial experience “down
under” we were OK with the service. Only later, when we were meeting with friends in
Melbourne did we become aware of a deficient element at Kings Canyon. When our friends were
there they had arrived early at noon or 1PM.Wanting to check in they were told that the room was
not ready and that check in is at 3PM. Being very tired they inquired if any rooms were ready or
if they could be made ready in an expeditious manner. After a tiresome discussion a room was
found but the memory of their treatment there lingered and they would have suggested an
alternative to staying at Voyages. Unfortunately there are no options for someone wanting to see
the Canyon.
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Avyers Rock

The scenery was magnificent and the location very expensive but ideal. However, in our
accommodations the bathroom door handle was broken, the faucet dripped, the bathroom smelled
of a bad odor and there was no extra blanket in a place where temperatures at night drop to
freezing. Instructions on calling room service for assistance were a cruel joke since there was no
phone in the (“budget”) room. When I walked back to the reception desk to inquire why there was
no phone in the room the clerk, in a loud voice, said that since we were in the “budget” room I
should not have expected a phone and that they will look into the problems I outlined above.
Adding insult to injury, the customer satisfaction forms were in four languages (Spanish, French,
Italian and German) but not in English. Since I also speak German I filled out the German
language form while wondering why English-speaking guests are not entitled to have a voice. As
in Kings Canyon Voyages had a monopoly position on the location so that visitors to Ayers Rock
had very little choice in accommodations. We were expecting more and were disappointed.

El Questro

The highlight and culmination of our trip was to have been El Questro. A vast national park that
is remote even in a very remote place. It was a place to relax before starting back to civilization.
Our problems started even before we got there. We had driven from Darwin (a two day trip) in a
two-wheel drive car. To get to the resort we had to use a 4 wheel drive car or pay 90AUD each
way per person for the transfer. Refusing to be held hostage and having to pay ransom (we could
not cancel the reservation lest we lose our substantial prepayment) I opted to rent a 4-wheel car
for two days and drive myself. Driving to El Questro on Friday morning (we had prepaid
reservations for the weekend) we encountered our next disappointment. We planned to go to
Zebadee Springs (a warm spring). We got there around noon and were told that the Springs had to
be vacated at noon to allow tour groups exclusive use. We didn’t understand why tour groups
were given preference until we noticed that there were very few people at the resort. The situation
changed dramatically when two buses with people (on tour) arrived. It became obvious that the
resort only survived on the basis of tour groups and not individual guests as we were.

Things only got worse. The tour group in general, and our next-door neighbors in particular, were
very loud. While tolerable around the dinner table it became unacceptable at 10:30 at night. The
accommodations at El Questro were “rustic”. Canvas walled cabins with no amenities. While
there was electricity there was no phone, refrigerator or TV. A truly “wilderness” resort. The
problem was that canvas walls do not keep out sounds very well. While the sounds of nature were
expected the sounds of neighbors was annoying. Our neighbors set up portable chairs outside our
door sitting, talking and smoking (another major issue for us) while we were trying to go to sleep.
I finally fell asleep with the aid of Lunesta and earplugs only to be awoken at 7 AM by people
walking outside out cabin engaging in very loud conversation. So much for peace and quiet.
These were some very major annoyances. A minor annoyance was the broken light bulb, in the
lamp, on the nightstand. We paid a lot of money for our accommodations and true to Voyages
mission got “memorable” experiences though not quite what we expected from a “world class”
company.

In all fairness, when we informed the reception desk of our plight they could not have been more
helpful. They moved us to a more secluded and quiet location for the second night stay. They
gave us ice to keep our chocolate from melting and were very apologetic as to the behavior of
their guests. This response, in contrast to Ayers Rock, helped in soothing some very unhappy
guests. We noted that in our (English) customer satisfaction form and also wrote that we
expected some more formal response from the organization. When returning to the states I wrote
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a long letter to the CEO of Voyages describing our experiences. To date (i.e. end October) we
have yet to hear anything from the organization. This represents yet another service failure on
their part. We did contact our travel agent who booked the hotels for our trip and strongly
suggested that Voyages be avoided as a destination and, if one must go, the visit be kept to the
shortest time possible.

We spent a lot of money and got very little benefit from Voyages. While they have a monopoly
on the locations mentioned that is no basis for the worst of value propositions (i.e. high price/low
quality). Had we known what we were to experience we would not have stayed overnight at any
location except Ayers Rock (for one night) and seen the other sights as day trips. These would be
very long and tiring trips, given the remoteness of Kings Canyon and El Questro, but still a much
better experience.

Voyages publishes a very professional magazine, has a slick web site and other communications
(e.g. brochure and booths) but it is the “sizzle without the steak.” Their service delivery is bad,
employee behavior uneven (excellent in El Questro and contemptuous in Ayers Rock). The
policies regarding operations are both petty (no phone in room) and mercenary (requiring a
transfer fee of hundreds of dollars) and discriminatory (excluding individual guests from a nature
site in favor of organized tours).

Finally, their service recovery, which might alleviate some of these shortcomings, is none
existent.

My overall impression of the company is very poor, below a 2/3 star hotel where I had stayed in
India. It is a place that I would not recommend to anyone planning a trip to Australia.

SUMMARY

My experiences with Voyages, as described above, were very dissatisfying. Also it was not a rare,
one time event. But rather consistent and poor service at self -characterized “world class resort”.
This, coupled with very high prices, combined for a very low value proposition.

The common denominators for Voyages include:

Location monopoly at some of the world’s greatest natural wonders (e.g. Ayres Rock)
Second class accommodations

Very high prices

Gouging of the customers (e.g. gas prices at Kings Canyon)

Splashy, high class, communications.

Al o

The results were:
1. High expectations

2. Sub-par service

3. Dissatisfied customers

4. Negative word of mouth

5. This presentation
Voyages had failures in:

1. Systems (their core service offering)

2. Policies (an inflexible check in time)

3. Employees (condescending and insulting)

4. Service recovery (customer satisfaction forms)
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S.

Management (no response to complaints)

RECOMMENDATIONS

It is obvious and common sense as to what Voyages should do to change. They should be:

1.
2.

N kW

Thoughtful - include phones and refrigerators in all their accommodations

Mindful — instructing their guests, especially at E1 Questro, as to a 10 PM quiet time and
no

smoking

Generous — provide a low or no cost transfer to EI Questro

Fair — not favor groups over individual guests and above all be

Honest — not promise in advertising what they cannot deliver

Potentially, Voyages failures could jeopardize their very being. They can operate only because
they have a location monopoly in some of the best sights in Australia. Would the Australian
government be willing to allow this to continue if they knew of how Voyages abuses their trust?
Should I tell them?
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STOCKS VERSUS BONDS IN THE NIGERIAN
CAPITAL MARKET: GROWTH AND RETURNS
ANALYSIS

Ntiedo John Umoren - University Of Uyo, Nigeria
ABSTRACT

This paper sought to find out the growth pattern of both bonds and stocks in the Nigerian capital
market, and to examine whether bonds can indeed outperform stocks in the same market. This
investigation was triggered by our curiosity to find out if given the dynamics of the Nigerian
economy, the capital market would respond to the similar stimuli as those of the well developed
economies where market forces determine economic activities. In order to achieve our desired
objective, we employed an event study design, which is in the same tradition as the historical case
study design. This design allowed us to draw data from various sources, and investigate market
activities around the event dates (1994 — 2003). From our study data, we were able to examine
stock market volatility using average stocks’ standard deviations. Similarly, we examined bond
market volatility using the standard deviations of bonds around event dates. To strengthen our
capacity to generalize, we also analyzed and compared average annual compounded rates of
returns for both stocks and bonds during the period under review. Our results indicate that
whereas the stock market was quite volatile especially between the year 2000 and 2001, the bond
market remained relatively placid. This result is consistent with the level of activities of both
stocks and bonds that we observed in the course of this study. Our results also show that the total
average returns on stocks in our sample data outstripped the total average yields on bonds in our
sample data by as much as 78%.

INTRODUCTION

By way of definition, “securities represent a claim on an asset and any future cash flows the asset
may generate” (Fuller & Farrell, 1987, p. 9). Whereas a bond is a document certifying that the
investor will receive a certain principal and interest payments on a pre-specified date in the
future, a stock is also a document certifying that the investor owns a specified number of shares
of a particular company and therefore is entitled to cash dividends and other financial benefits.
This explains why stocks and bonds are the most prominent forms of securities used in financial
transactions. It is this argument that informs the notion that to understand the investment game is
to understand the stock and bond markets. The fundamental questions therefore are which of
these two investment vehicles is best, and what informs the choice of a particular vehicle? As
Fischer & Jordan (1995,) puts it, “an investment is a commitment of funds made in the
expectation of some positive rate of return. If the investment is properly undertaken, the return
will be commensurate with the risk the investor assumes”(p. 2). By this definition, one can easily
understand that there is indeed a difference between investment and speculation. Whereas
speculation is associated with unusually large returns over a relatively short period of time,
investment is more interested in a good rate of return that is earned consistently over a longer
period of time, and being mindful of the risk return relations of the investment opportunity.
Therefore, it may be right to assert that a speculator is more interested in a high return that is
earned in a very short time in order to allow him/her to move on in search of another abnormally
high return opportunity. In other words, a speculator is more or less a sharp shooter who enjoys a
one-time big hit because he/she is not interested in a consistent stream of low returns over a
longer period of time.
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The investor on the other hand would fit the profile of a forest hunter who is prepared to sit in
wait for days in order to capture the desired prey (that sometimes move in a convoy). But in
doing so, the hunter remains conscious of his environment or else he himself falls prey to other
animals in the wild who are also hunting for survival. By direct analogy, an investor is concerned
about his choice of investment vehicle, the return on investment, the risk commensurate with the
return, and the consistency in performance—dividends and capital gains. In order to accomplish
these objectives, the investor must begin by examining and analyzing every investment
opportunity that is available. Over the years it has been commonly assumed that blue chip stocks
offer higher returns on investment in the long run. Very little has therefore been done by way of
comparison to determine the relative strength of bond yield aside from its traditional status as a
secure instrument. Given the notion that anybody who wishes to buy stocks can do so with ease,
and that analysts sometimes predict with some degree of accuracy the potentials of certain stocks,
why should anyone be concerned about determining whether bonds are as good, or better than
stocks? Could such comparison dispel the notion that stocks remain the instrument that offers the
best return in the long run? In attempting to answer these questions, we are careful to remember
that investments in the capital markets is a major factor in any economy, and that the economic
environment shapes the functioning of the capital market. Therefore, effort is spared at examining
the economic environment in Nigeria in order to determine whether it is conducive for good
corporate performance, which we believe drives a robust capital market. In other words, we
recognize that it is only when the operating environment is good that companies report higher
earnings, which usually translates to higher stock prices.

A vibrant capital market is one in which there is strong healthy competition by the various
segments of the market. The depth of its activities breeds creativity in both the design and
marketing of capital market products, and creates opportunities for investors to choose from a
basket of investment options beyond the basic choice between bonds and stocks. One of the most
important decisions that an investor faces therefore, is the ability to avoid the numerous pitfalls
that are associated with capital market investing. And one of the ways by which this can be
accomplished is by clearly understanding what the investor can expect to derive from investing in
financial assets, and the associated risks. In answer to the question why do we invest? Jones
(1998) asserted that “we invest to make money—improve our monetary wealth, both current and
future” (p. 4). In other words, since cash has an opportunity cost, and the purchasing power of
cash diminishes over time, investors invest their surplus funds in order to constantly add value to
the invested sum. They do so by choosing from a wide range of securities in an attempt to
maximize the anticipated returns from the chosen investment.

The purpose of this paper therefore is to analyze the growth and returns of both stocks and bonds
in the Nigerian Capital Market, and by extension determine whether stocks offer higher total
returns than bonds or vice-versa in Nigeria given Nigeria’s volatile economic environment. In
order to accomplish the tasks set forth in this investigation, we hypothesize that there is no
significant difference between stock market volatility and bond market volatility over the ten-year
period 1995 to 2004. Even though there are a number of studies that distinguish between bonds
and stocks in the United States, Europe and parts of Asia. Such studies identify specific
relationships between stocks and bonds in terms of periodic returns on investment. But even this
class of literature is quite limited in Africa in general and in Nigeria in particular. The literature
on the Nigerian capital market is scanty, and none so far addresses the issue of comparison of
market instruments. Thus, scholars and students of finance agonize over the dearth of literature on
the subject. We believe that this paper which is presented in five parts will add to the needed
literature on the subject of bonds and stocks in Nigeria. The section following this introduction
examines some theoretical issues, while the third segment identifies the data set and
methodology. In section four, the result of the study is presented, while sections five and six
contain the summary and references.
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THE NIGERIAN SECURITIES MARKETS AND FUNCTIONS

Fuller & Farrell (1987) define the securities market as “a mechanism bringing together buyers
and sellers of a particular type of security or financial asset” (p. 14).

From this standpoint, we opine that for any capitalist economy to function properly, a strong,
reliable, and dynamic capital market must exist to fuel the economic machinery. The capital
market does this by channeling funds from individual as well as institutional investors to the most
productive sector of the economy. Because of the capital market’s ability to allocate resources
optimally, they allow both government and businesses to raise needed funds by selling securities.
The Nigerian capital market, like any other capital markets in the more developed economies is
considered to be the nerve center of Nigeria’s national economic order. Money creation, and
wealth generation over the longer term evolves from the activities that take place at this market.
Established in 1960 under the name and style, the Lagos Stock Exchange (LSE), the Nigerian
Stock Exchange is a pioneer member of the African Stock Exchanges Association (ASEA), an
affiliate of the Federation of International Stock Exchanges, and has an observer status at
meetings of International Organization of Securities Commissions (IOSCO).

Table 1.1 - NSE Operational Highlights (1994 —2003)

Description | 1994 | 1995 | 1996 | 1997 [ 1998 | 1999 | 2000 | 2001 | 2002 | 2003

Mkt. Cap. 65.5 | 171.1 | 285.6 | 292.0 |263.3 | 299.9 | 478.6 | 662.6 | 763.9 | 919.7

(Nb)

Shares 0.52 1 0.397 [0.882 | 1.3 2.1 3.9 5.0 5.9 6.6 4.82
Traded (b) | 4

Value 098 | 1.84 | 7.1 11.1 13.6 14.1 282 | 576 | 603 |42.7

Traded (Nb) | 6

DailyAv. |21 |16 |35 |53 |84 |156 |199 |241 |264 |nAa
Vol (m)

Daily 39 7.4 28.4 44.3 54.3 55.7 112.2 | 230.0 | 237.2 | n/a
Av.Val.(N

m)

Listed 276 | 276 276 264 264 268 260 261 258 258
Securities

All-Share 2205 | 5092. | 6992. | 6440. | 5672. | 5266. | 8111. | 1096 | 1213 | 1456
Index 2 1 5 8 4 0 3 8 5

No. of n/a n/a 217 217 226 226 187 226 226 226
Bkrg. Firms

No. of 177 | 181 183 182 186 196 195 194 195 196
Listed

Coys.

Source: NSE Fact Book (Various Issues)

The Exchange has an automated trading system with performance data on listed companies
published daily, weekly, monthly, quarterly, and annually. All the listings are included in the
Nigerian Stock Exchange All Shares Index, which is the only index available in Nigeria. By 1997
there were 182 listed companies on the exchange. But this number rose to 195 by the end of 2002
with a market capitalization of N763.9 billion, up from N662.6 billion the previous year. The
number of listed securities grew to a total of 261 by the end of 2002, up from 258 the previous
year. The All-Share Index also hit an all-time high of 13,005.05 points in August of 2002 before
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settling at 12,137.72 by year end, up from 10,963.11 points recorded the previous year. Turnover
stood at N59.8 billion in spite of the difficult economic environment that characterized some part
of the period covered in this thesis (1994 to 2002). There are a number of sources of market
indicators in the United Kingdom too, of which the Financial Times Index is the largest and most
important. The same applies to most European and South American countries. But in Nigeria,
there is only one index, the Nigerian Stock Exchange All Share Index. Whereas the Standards &
Poor’s Stock Price Indexes (S&P 500) provide market indexes, including a 400-stock Industrial
Average, a 40-stock Utility Average, a 20-stock Transportation Average, a 40-stock Financial
Average, and a 500-stock Composite index, the Nigerian Stock Exchange Index publishes one All
Share Index. Like the S&P 500, the Nigerian Stock Exchange All Share Index is a market value
index. It is expressed in relative numbers with a base period.

Table 2.2: The Nigerian Stock Exchange All Share Index, Mkt. Capitalization and Shares Traded
(1994 —2003)

S/N Year Index (Year End) Mkt. Cap. (b) Shares Traded (b)
1 1994 2205.17 65.5 0.524
2 1995 5092.15 171.1 0.397
3 1996 6992.10 285.6 0.882
4 1997 6440.51 292.0 1.3
5 1998 5672.76 283.3 2.1
6 1999 5266.43 299.9 3.9
7 2000 8111.01 478.6 5.0
8 2001 10,963.11 662.6 59
9 2002 12,137.72 783.9 6.6
10 2003 14565.45 919.7 9.6%

Source: The Nigerian Stock Exchange Fact Book 2003
* Extrapolation from half year figures,

Like in most exchanges all over the world, only members of the Nigerian Stock Exchange
participate in stock trading on the floor of the exchange. Due to the fact that members perform
various functions on the floor of the exchange, they are classified according to those functions.
This explains why some members of the stock exchange are referred to as commission brokers,
floor brokers, odd-lot dealers, registered traders, or specialists. By the end of 2004, there were
four active trading floors in Nigeria, namely, Lagos, Abuja, Port Harcourt, and Kaduna. Each
exchange provides a table of listed stocks daily. This table is the regular source of reference for
basic stock price and volume of transaction. The statistical information in the table helps the
investing public to understand the actual activity that takes place on a particular day, thereby
helping them make informed decisions. Securities that have traded each day are recorded in
alphabetical order. And as the table below shows, the listings include amongst other things, the
public quotation price, the current market price, the highest and the lowest prices, the quantity of
shares traded, last dividend paid, as well as earnings per share. These figures provide potential
investors with the relevant tools for making educated decisions about the type of securities to
invest in and the appropriate period to take such a plunge. Without a detailed analysis of the
performance level of each security, the investing public would definitely struggle to determine
which way to go. The lack of information could indeed work against the growth of the market in
general by creating a dichotomy between practitioners who know the workings of the market in
detail and the investors who have no knowledge whatsoever.
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Table 2.3: The Nigerian Stock Exchange: Daily Official List

Securities P.Q.P | C.M.P | Volume High Low Div EPS
Access Bank 0.50 2.48 31,642,990 | 3.01 2.22 0.10 0.13
First Bank 0.50 72.70 30,145,068 | 72.70 32.00 1.60 3.36
Zenith Bank 0.50 22.00 8,484,548 23.00 16.50 1.10 1.91
Guinness Nig. 0.50 156.85 | 193,890 158.85 | 95.50 3.00 5.70
NB. Plc. 0.50 48.40 2,550,686 48.40 30.02 1.05 1.31
Premier Breweries 0.50 0.93 1,000 0.93 0.93 0.06 0.06
UACN 0.50 27.50 2,695,124 27.80 1591 1.00 1.38
Unilever Nig. 0.50 16.84 1,865,601 22.47 12.80 0.70 0.00
7-Up Bottling 0.50 44 .90 107,393 44 .90 25.05 1.25 2.27
Nestle Nig. 0.50 216.00 | 129,039 216.00 | 183.00 | 10.00 11.18
Evans Medical 0.50 4.08 480,916 4.25 1.88 0.12 0.43
Law Union 0.50 1.58 85,000 1.58 0.83 0.15 0.18
Mobil Oil 0.50 186.00 | 54,288 190.00 | 150.50 | 9.10 9.69
Total Nig. 0.50 206.00 | 69,504 206.00 | 172.90 | 9.50 9.98
Asaba Textiles 0.50 3.63 200 3.63 3.63 0.20 0.00

Source: Adapted From Financial Standard, August 14, 2006.

Legend:

P.Q.P: Public Quoted Price
C.P.M: Current Market Price
Volume: Quantity Traded
High/Low: Years’ High and Low
Div: Last Dividend Paid
E.P.S: Earnings Per Share

The daily official listings are placed in the public domain to assist would-be investors track the
performance of each of the stocks listed. Since capital gain is a major component of the return on
investment, investors are keen to find out the fluctuations in the prices of securities. Some of the
stocks that are doing very well appreciate in value almost on a daily basis. Where the growth is
consistent, there is also the chance that the company will declare good dividends. Together, the
appreciation in the price of shares and the dividend declared by the corporation that issued the
shares reflect the overall financial strength of the firm. Since these indexes are presented to the
public on a daily basis, investors have the opportunity to see for themselves how well their shares
are doing. It also shows the poor financial position of the firm as measured by the share price and
earnings per share. Like the stock market where there are both the primary markets for new
issues, and the secondary markets for existing securities, the Nigerian bond market is also divided
into the primary and secondary category. Without a viable bond market where bonds can be sold
before maturity, investors may be reluctant to hold unto an instrument for up to 20 years, except
otherwise, the initial yield is very high. Bonds in the Nigerian capital market are of various types
too with a variety of characteristics regarding the issuer or the buyer. They include the federal
government bonds, municipal bonds (State and Local governments), corporate bonds,
international bonds, as well as specialized bonds like the mortgage-backed bonds. Federal
government bonds are backed by the full faith and credit of the Federal Republic of Nigeria. This
particular feature along with their liquidity make federal government bonds very attractive to
investors. The theoretical literature describes bonds that are issued by States and Local
governments as municipal bonds. Here too, there are two distinct types of municipal bonds,
namely, general obligations, and revenue obligations. The general obligations are backed by the
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full faith and credit of the issuer, while the revenue bonds are backed by the income generated
from the project for which the obligation was required to finance. During the last ten years, most
of the municipal bonds in Nigeria are revenue bonds. Like stocks too, bonds are listed in the
financial press to guide investment analysts and other players in the capital market. But a key
difference exists between the stock listing and the bond listing. The difference is that while the
stock prices are listed in naira and kobo (currency), the bond prices are listed as a percentage
figure of the par value (%1,000).

RETURNS MODELS

In the theoretical and empirical literature the most recognizable way of determining the overall
financial benefits accruable from investing in stocks and bonds, is the measure of the securities’
total returns. According to Fischer and Jordan (1995) “return is the motivating force and the
principal reward in the investment process, and it is the key method available to investors in
comparing alternative investments” (p. 66). Returns from common stocks have two components,
namely periodic cash receipts (dividends), and increase in price of asset (capital gains).
Therefore, the correct measurement incorporates both dividends and capital gains and can be
determined using the total returns concept.

Total returns can be measured for a given holding period, and is defined as:

Total returns = Cash payments received + Price change over the period
Purchase price of the asset

(The price change over the period is the difference between the beginning or purchase price and
the end or sales price).

This definition can be applied daily, weekly, monthly, quarterly, and annually so long as there is
an index showing the prior period prices and current prices, as well as the dividends. However,
since the investors may have difficulty in applying this method for each stock over a longer
period, there is also the need to describe a series of returns statistically. The statistical approach
may be achieved by calculating either the arithmetic or geometric return on the investment. The
return model for bonds is similar to that of stocks. The two key measures of returns are the
current yield and the yield to maturity. Although the financial press would report the current yield
(a bond’s annual coupon divided by the current market price) the current yield is not a true
measure of return principally because it does not capture the difference between the purchase and
redemption prices. The yield to maturity (the promised compounded rate of return on a bond
purchased at the current market price and held to maturity) captures both the coupon income and
the capital gains/losses.

Bonds V Stocks

Ideally, the choice between stocks and bonds should not be too difficult to make given the distinct
characteristics of each instrument. But a number of researchers have pursued the search to
determine the overall strength of one instrument over the other in a number of ways. The dearth
of literature on the Nigerian bond market and the scanty literature on the Nigerian stock market
forced us to look outwards for empirical evidence on the subject of stocks v bonds. In his attempt
at making such a determination, Kahl (2002) evaluated the United States Federal Reserve’s model
which involves a simple comparison between the earnings yield of the S&P 500 Composite
Index, using forecasted earnings for the next 12 months, and the yield on the ten year U.S.
Treasury bond. Having identified some of the limitations of this model, they developed a
modified version of the Fed's model for their research. The model trailed (most recent twelve
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months) earnings to calculate the earnings yield because information was available from Standard
& Poor's on reported earnings but not forecasted earnings. The 5 year U.S. Treasury bond was
substituted for the ten year bond. Total return calculations and year-end yields for the 5 year and
20 year U.S. treasury bonds only were obtained from Ibbotson Associates’ data base. The 5 year
bond was used as the duration (a measure of sensitivity to changes in interest rates) which is
closer to that of the S&P 500 Index. At the end of this research exercise, Kahl (2002) noted that
“when establishing asset allocation, investors should consider how the relative valuations
between stocks and bonds have changed over time”. Thus, it was inferred that the valuation
model adopted by the U.S. Federal Reserve has poor predictive ability. Consequently, the study
recommended that investors should consider modifying their asset allocation when there are large
differences between the earnings yield and bond yield.

The obvious implication of this recommendation is that although the actual result of the research
showed that stocks yielded superior returns over the ten year period covered in the study, the
methodology was not strong enough to permit any reasonable generalizations. This assertion is
amplified by the evidence from other studies such as the one carried out on Switzerland’s capital
market. In a 2004 study of the volatility of both, the bond and stock markets, the authors
attempted to examine the changes in Switzerland bond and stock market volatility over the period
between 1964 and 2003 as represented by the IMF Switzerland Long-Term Government Bond
Total Return Series and the MSCI Switzerland Equity Total Return Series. In doing so, they
employed a methodology that allowed them measure performance of both instruments by
comparing the volatility of one instrument against the other. To examine bond market volatility
relative to stock market volatility, the authors computed a) the ratio of moving standard
deviations of monthly rates of return for 12-month calendar periods for bonds to stocks, b) the
ratio of standard deviations for discrete, non-overlapping 12-month calendar-year time periods for
bonds to stocks, ¢) a moving measure of systematic risk (beta) for long-term Switzerland
government bond returns relative to returns for the MSCI Switzerland total return series, and d)
the correlation coefficient between the returns on long-term Switzerland government bonds and
the MSCI Switzerland total return series for moving 36-month calendar periods.

These measures were used to examine and test for changes in bond market volatility relative to
stock market volatility during the period of study. According to the authors, because the bond
market return series predates the stock market return series by approximately 6 years (February
1964 vs. January 1970), comparisons between bond market and stock market volatility were
based on the 30-year overlapping time period from January 1973 through December 2002. The
results showed that although the Swiss bond market volatility moderated recently, during the
entire 39-year period bond market volatility actually trended upward and the swings in bond
market volatility became more pronounced. The stock market volatility on the other hand spiked
in 1974, moderated in the late 1970s and early 1980s, and then became more volatile again in the
late 1980s and 1990s. Unlike the bond market therefore, the stock market did not exhibit a trend
in volatility during the period of study. During the 30-year period of the study, Swiss stock
market volatility averaged nearly four times that for the bond market. The inference that we draw
from this study is that the stock market out-performed the bond market particularly because
volatility is a function of awkward price movements, and such unstable price regime is not good
for earnings. But the absence of trend in stock market volatility is a clear indication of a stable
price regime which in our view is good for overall stock returns.

DATA SET AND METHODOLOGY

Due to the nature of this study, we decided to adopt an event study design which is in the same
tradition as the historical case study design. This enabled us identify and isolate the core
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components of each investment option. Consistent with historical case study design, this study
relied exclusively on document review for research data. Therefore, most of the data used for this
study were obtained from the Nigerian Stock Exchange records covering cases selected as our
sample. Data were also obtained from banking sources, the academic literature, and the financial
press. The population of the study is 261 listed securities that traded in the Nigeria Stock
Exchange at the end of the period covered in this study (2003). Of this number, there are 197
equities, while fixed income securities accounted for the remaining 64. The fixed income
securities sub-group comprises 9 government stocks and 55 industrial loans. The choice of this
population is informed by the fact that there is only one index covering all the afore-mentioned
securities in Nigeria, namely, the Nigerian Stock Exchange All-Share Index. The sample for this
study was stratified along sectoral lines, and then judgmentally selected within each sector of the
Nigerian economy. The approach was considered desirable because of the socio-economic
implications of disregarding the issue of sectoral bias by a cross-section of investors. Therefore,
our study data consisted of four listed securities that were judgmentally selected along industry
lines based on their perceived performance within their respective industries. We believe that the
selection along industry lines would provide a reasonable basis for generalization. Thus, for the
stocks, we selected First Bank of Nigeria Plc., Total Nigeria Plc, United African Company of
Nigeria, and Nigerian Breweries Plc., each representing the banking, petroleum, conglomerates,
and manufacturing sub-sectors of the economy. For the fixed income securities, we selected, one
federal government development stock, Lagos State floating rate bond, representing municipal
bonds. We also selected Cadbury Nigeria Limited and CFAO Nigeria Limited, both representing
the corporate bonds category. We believe that in spite of the size of the sample (= 3% of the
population), their sectoral distribution, and their relative strength in each sector will permit
generalization. What informs this assertion is the fact that each security has remained an active
player in the Nigerian Capital Market for upwards of twenty years. For example, Nigerian
Breweries Plc., was listed on the exchange since 1973. Also, the representative securities in the
bonds sector may very well be rated as high grade securities. Although there is no official rating
of Nigerian bonds, we strongly believe that the selections made for this study would rank above
Baa ratings. To enable us analyze our study data, we adopted a combination of descriptive
statistical technique and correlation analysis. This is against the background that descriptive
statistics facilitates the display of cross-sectional as well as time-ordered data while Correlation
analysis on the other hand is a measure of both relationship and causation (see Brightman &
Schneider, 1992). The correlation coefficient allows the researcher to measure statistically, the
extent to which two variables are associated.

RESULTS

Given the uneven distribution of the ages of the securities, and the dearth of data in the bond
market it was difficult to present identical sets of data for analysis. To circumvent this obvious
disparity, we introduced dummy variables where averages were considered inadequate, and
implanted periodic averages where necessary. Table 4.1 shows the ten-year comparative trading
activities (by value) between government stocks and all categories of bonds and the equities
market 1994 to 2003. By inspection, there is a clear indication from the table that the activities in
the equities market far out-performed those of the fixed income securities market by a wide
margin. This disparity in trading activities cannot be used to draw conclusions regarding the rate
of returns on either sub-sector of the Nigerian capital market. Table 4.1 below shows that the
industrial equities sector completely dominated the Nigerian capital market by as much as 100 per
cent in some years. For example, in 1995, there was no single activity in the government
stocks/bonds sector of the market, thus living the industrial equity sector to contribute the entire
N1.8b to the capital market. The obvious implication here is that the investing public had no
inclination whatsoever in pursuing investments in that sector. Due to the nature of this research,
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our endeavor did not include the investigation of the cause of this apparent apathy by investors
who only favored industrial equities. But we inferred from this data that the geometric growth of
the industrial equities market signaled the confidence of investors in that sector. Such confidence
can only come from the level of returns enjoyed by the investors.

Table 4.1:The Nigerian Stock Exchange: Comparative Trading Activities (1994 — 2003)

S/N Year Govt Stock/Bonds (Nm) Industrial Equities Total
(Nb) (\Nb)
1 1994 15.2 0.971 0.986
2 1995 0 1.84 1.84
3 1996 90 7.00 7.1
4 1997 140 11.00 11.1
5 1998 15.6 13.60 13.6
6 1999 0.8 14.10 14.1
7 2000 8 28.10 28.2
8 2001 24.6 57.60 57.6
9 2002 n/a n/a 60.3
10 2003 n/a n/a 42.7

Source: Compiled by Author

Table 4.2: Annual Capital Growth & Returns Summary — 1994 — 2003 (1994 = N100k)

Opening Closing Dividend or | Total Returns | ACR
Security Volume Volume Bonus Mkt. Value | Interest Y%
First Bank 25,540 77,942 52,402 N1,169,128 N370,462 N1,439,590 69.9
Nigerian Breweries 7,256 48,371 41,115 N1,064,167 N379,399 N1,343,566 60.1
Total 11,402 17,736 6,334 N1,061,329 N507,379 N1,468,708 66.8
UACN 15,883 39,708 23,825 N124,682 N94,703 N119,385 16.8
FGN 18" DS 2004 1,108.4 1,108.4 0 N110,840 N70,000 N80,840 8.1
Lagos State Bond 1,000.0 1,000.0 0 N100,000 N40,000 N40,000 10.0
Cadbury 1,000.0 1,000.0 0 N100,000 N165,000 N165,000 17.9
CFAO 1,000.0 1,000.0 0 N100,000 N190,000 N190,000 21.2

Source: Compiled by Author from Various Sources
ACR = Annual Compounded Rate

When an investment returns as much as 50 percent on the invested sum over a period one year,
there is always the inclination to stick with that investment vehicle unless the investors find
another “safe” investment vehicle that provide higher returns. But as Table 4.2 above indicates,
three of the four stocks in our sample provided returns in excess of 60 percent per annum. For
example, over the ten year period covered in our study, the actual returns for investing in First
Bank shares stood at 1440%, which is decomposed to 69.9% annual compounded rate. When
compared to the risk-free rate of 12% over the same period, the First Bank investor obvious had a
very good return on investment. As the table shows too, there were some poor performers. The
coupon on the Federal Government of Nigeria 18™ Development Stock stood at 7%, some 5
percentage points below the risk-free rate. The same can be said of the Lagos State Government
Floating Rate Bond with a coupon of 4% (held to maturity). We infer from this table that while
the industrial equities shares in our sample performed very well based on their annual
compounded rates of return, the fixed income sector did not do as well as the best performer in
that sector posted a 19% return. The gap between the shares and the bonds returns on Table 4.2
can be explained from two standpoints. The first is the growth in stock holding due to bonus
issues. As can be seen in Table 4.3 below, both First Bank and Nigerian Breweries constantly
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gave bonus shares to their investors thus increasing their accumulated shareholding. The other
reason is the rather astronomical change in prices. The positive change in price together with the
accumulated shareholding due to bonus issues completely distorts the total returns equation.
Whereas the total returns model captures price change and dividends, it ignores the accumulated
shareholding brought about by bonus issues. In other words, the annual accumulated rate of return
exhibited in Table 4.2 above captures all the components of returns.

Table 4.3: Annual Growth Analysis — Sample Data 1994 — 2003

Year First Bank of Nigerian Breweries Total Nigeria UACN
Nigeria
Price | Div | Bonu | Price | Div Bonu | Price | Div | Bonu | Price | Div | Bonu
s s s s
1994 | 471 |05 | 1:4 925 | 150 | 1:1 930 |45 |13 635 |06 |0
0 0 0
1995 |3.75 0.7 | 14 132 1085 | 1:1 840 |50 |0 6.03 |08 |14
0 0 0
1996 | 9.56 | 0.5 | 1:4 19.89 | 1.0 0 29.68 | 2.0 | 1:6 13.60 | 0.7 |0
6 0 0
1997 | 12.6 | 1.0 |0 19.30 | 1.0 0 58.00 | 4.0 |0 740 106 |0
0 0 0
1998 | 12.6 | 1.0 |0 1350 | 1.35 | 2:3 46.50 2.0 | O 10.50 | 0.6 | O
0 0 0
1999 | 9.5 1.0 | 1:4 21.00 | 1.50 | O 4350 (40 | O 6.70 0.0 | 1:1
0 0 0
2000 | 11.93 | 1.2 | 14 263 |0.79 | 1:1 59.84 |45 |0 3.14 100 |0
5 4 0
2001 | 15.0 |13 |14 321 | 1.12 | O 619 |60 |0 n/a na |0
0 0
2002 | 19.2 |13 | 14 339 210 |1:1 1024 |70 | O n/a n/a | 0
0 0
2003 | 22.7 | 1.5 | 1:1 384 |1 1:1 1577 |70 | O n/a na |0
0 0

Source: Equity Research Various Years

Table 4.3 is designed to show the three core components of return, namely, price, dividend, and
bonus. Although the four companies in our sample do not have a uniform returns protocol, the
figures on that table points to the fact that all the companies in our sample employed all three
components of the annual accumulated returns model. The implication here is that investments in
equities have the potential for growth from these three standpoints. In other words, any of the
factors in the mix can provide the highest return as the account of Total Nigeria Plc shows. The
case of UACN appears to be unique and fit for further analysis. In 1999 the aggregate equity price
dropped from N10.50 to N6.70 (a whopping 36.2%). But the decline in price is complemented by
the 1 for 1 bonus issue that increased the investor’s shareholding capacity by 100 percent. By this
increase, the net return on investment retains the momentum that arose from the rise in price from
N7.40 in 1997 to N10.50 in 1998. It is this inclusion of bonus issues in the calculation of total
returns that provides a clearer picture and indeed shows the true return on investment. On the
other hand, fixed income securities presented in Table 4.2 carry the same closing volume of
securities as the opening volume. Thus, there is no increase in total equity holding beyond the
initial holding at the beginning of the investment process. This lack of growth in the total volume
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of securities beyond the original holding as indicated in the 3™ column on Table 4.2 accounts for
the gap between the total return on stocks and the yield to maturity on fixed income securities.

In order to validate the findings of this research effort, we formulated two hypotheses. Our results
are thus presented in two segments corresponding with the two hypotheses propounded for this
study. The first segment deals with our attempt at determining if there are differences between
bond market volatility and the stock market volatility in the Nigerian capital market during the
period covered in our study. Hypothesis 1 (Hol): There is no significant difference between
stock market volatility and bond market volatility over the ten-year period 1994 to 2003. This
hypothesis was informed by the fact that bond market volatility has significant impact on yield
spreads and security values. While a section of the financial press contends that stock market
volatility in the developed economies of the West have increased over time, other segments of the
same financial press tend to believe otherwise. We therefore considered it important to examine
the volatility patterns in both the stock and bond markets due to the impact of the volatility of
both markets on yields and returns. Table 4.5 shows total return series for both stocks and bonds
containing annual returns over the period 1994 to 2003. In the case of the bonds, we computed
these returns using yields assuming that a single bond with 10 years to maturity is bought at par at
the beginning of each period. The bond is “held” during the period and assumed “sold” at the end
of the period at a price calculated based on the coupon, and the prevailing market yield. The
capital appreciation (return in excess of yield) is then derived as the change in price over the
period, divided by the beginning-of-period price. Because total return is equal to the income
return plus the return in excess of yield, we converted the yield to an income return by (dividing it
by 12) lagging it one period. In order to examine bond market volatility we computed the
standard deviation of annual rates of return for 10 years. This measure was used to examine how
bond market volatility had changed over the 10-year period. Also, to examine bond market
volatility relative to stock market volatility, we computed the ratio of standard deviations of
annual rates of return for the 10-year period for stocks and bonds. This measure enabled us to
examine and test for changes in bond market volatility relative to stock market volatility during
the period covered in our study. As our charts indicate below, there are variances between the
market volatility of bonds and those of stocks.

Table 4.4: Annual Returns Summary — (1994 — 2003)

Equity Securities ACR% Bonds ACR%
First Bank 69.9 FGN 18" DS 2004 8.1
Nigerian Breweries 60.1 Lagos State Bond 10.0
Total 66.8 Cadbury 17.9
UACN 16.8 CFAO 21.2
Average 534 Average 11.6

Source: Compiled by author
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Table 4.5: Comparative Returns/Yields and Standard Deviations

Average Stock Standard Average Bond | Standard
Year Returns Deviation Yields Deviation
1994 29.72 3.54 12.68 1.82
1995 24.5 4.39 12.81 1.81
1996 160.6 5.37 12.48 1.84
1997 28.1 5.12 12.55 1.83
1998 4.6 4.29 12.39 1.82
1999 4.0 241 12.44 1.84
2000 15.7 4.50 12.40 1.82
2001 76.5 5.81 12.92 1.82
2002 40.1 3.94 12.50 1.82
2003 33.5 3.71 12.61 1.83

Source: Calculated by Author from NSE Fact Book (Various Years)

The standard deviations of annual yields for the bonds in our study sample provided a dynamic
view of the Nigerian bond market volatility over the 10-year period covered in our study.
Beginning in 1994, the bond market remained stable in-spite of the dearth of activities in that
sector during that period. Similarly, the standard deviations of the annual rates of return for the
stocks identified in our study provided a clear view of the Nigerian stock market volatility over
the same 10-year period. As Figure 1 shows, the volatility of the standard deviations of both
stocks and bonds point to the fact that the period of relative quiet in the bonds market in Nigeria
impacted negatively on the overall performance of the Nigerian Capital market during the period
under review. Not only did the bond market stagnate during the period 1995 and 1998, the
dispersion between the intervening periods flattened out, causing the return streams to also grind
to a near-stagnant position too.

Figure 1: Volatility Index of Standard Deviations
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The pattern of volatility in the Nigerian stock market on the other hand, as indicated in the chart
above, tend to present a distorted picture of the true happenings in the Nigerian capital market.
The extreme values in 1994 and 2001 seem to suggest that the returns from stock market
investing produced unusual numbers during those time periods. Whereas the bond market
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volatility peaked in both 1996 and 1999 that of the stock market peaked in 2001. The relationship
between the measures of volatility in the Nigerian bonds and stocks markets shows that the two
markets are not quite stable. While volatility is consistently lower in the bond market during the
10-year period covered in this thesis, there was no time that the bond market volatility
approached the stock market volatility. Rather, bond market volatility during that period was but
a small fraction of stock market volatility. Since volatility drives income streams, this result
corroborates the annual compounded rates results given below. We also hypothesized that total
average returns on bonds did not outperform total average returns on stocks over the ten-year
period 1994 to 2003. Our results show that there are indeed differences in the returns between
stocks and bonds. Table 4.4 shows that during the period under review (1994 -2003) the average
annual compounded rates of return on stocks in our sample data outperformed those of bonds by
as much as 78.3%

Figure 2: Annual Compounded Rates
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Figure 2 is a graphic depiction of the performance of each of the securities in our study group. It
is indeed clear from this standpoint alone, that there is a difference between the returns recoded
by stocks and bond yields. By inspection, it is clear that over the ten-year period ending in 2003,
three of the four stocks selected for analysis recorded returns far in excess of Nigeria’s risk-free
rate (12% in 2003). For instance, First Bank recorded an annual compounded rate of 69.9% which
exceeds the risk free rate (RFR) by about 82.8%. By contrast, the highest performing bond
recoded a return of 19%. Although this outcome also exceeds the risk-free rate, the margin of the
difference is 36.8%. This figure is 46% short of the 82.8% earned from investing in First Bank
shares during the ten-year period under review. This result corroborates the disparity in
investment pattern shown in the comparative trading activities between government stocks and
bonds, and industrial equities (see Appendix II). For example, in 1994 the volume of bonds and
government stocks stood at N15,202,218 while that of industrial equities stood at N970,679,018.
Our results tend to reveal that in Nigeria, the higher the volume of investment the higher the
returns as the average returns on equity securities in our sample data far outperform the returns on
bonds. Chart 2 above shows annual compounded rate for both stock returns and bond yields. It
shows the plot of the compounded annual returns for each of the stocks selected for this study.
From this result, we inferred that stocks outperformed bonds during the period under review.
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Figure 3: Comparative Annual Yield/Return Profile
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We decided to extend the analysis by developing a graph that enabled us compare the annual
yields on bonds to the annual returns on stocks for the period covered in our thesis. The result is
indicated in Figure 3 above. The result is consistent with other studies covered in chapter two. In
particular, we state that based on the data used in this investigation, stocks did outperform bonds
in the Nigerian capital market. Two reasons are considered to have been responsible for this
result. First is the fixed income nature of bonds and the fact that it is principally a market for
government securities in developing economies. The second reason is that speculation is a
cardinal part of capital market activities especially in the emerging markets of Africa. Under this
assumption, investors (speculators) pay greater attention to market volatility in the belief that
market efficiency does not exist. Therefore, investors are most likely to benefit from market
swings where they exist. And the stock market in Nigeria provided enough swings during the
period covered in our study. This is evident in the stock market volatility index in Chartl above,
where the market volatility peaked in 2001. Based on the results stated above, we observed that
the relationship between stocks and bonds seems to be consistent with earlier observations made
in the Ibbotson (1991) research, where they concluded that stocks offer higher total returns than
bonds. During the 10-year period covered in this thesis, at no time did aggregate bond returns
exceed stock market returns. At the individual security levels, the result was similar except for
yield on the CFAO corporate bonds that exceeded that of UACN. It is safe therefore, for us to
conclude that given our data and period covered in the investigation, stocks outperformed bonds
in the Nigerian Capital Market during the period 1994 — 2003.

SUMMARY AND CONCLUSION

This paper attempted to analyze the growth and return levels of both stocks and bonds in the
Nigerian capital market, and by extension determine if stocks offer higher returns than bonds and
vise versa? In attempting to address this core objective, we defined common stocks as equity
security representing the ownership interest in a corporation, and defined bonds as long term debt
instruments representing the issuer’s contractual obligations. We indicated that these instruments
are traded in the capital market, and clearly provided the distinguishing factors of both the bond
and stock markets. We also paid due attention to Nigeria’s macro-economic environment because
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of its overriding influence on the activities of the capital market. By examining the Nigerian
capital market, we observed that the stock market enjoyed relative boom during the period under
review while the market for bonds and other fixed securities was relatively docile. In particular,
we observed that the Nigerian bond market actually went to sleep during the period under review.
But due to the putting in place of a rejuvenation plan by the federal government, the bond market
received a new lease of life. In spite of this success at revamping this sector, this research did not
benefit from this rebirth due to the dearth of data on account of the prior period of near-collapse
of the sector. In order to circumvent the absence of data in this sector of the market, we decided
to mine for comparable data from government stocks, and redeemable debenture stocks. In our
attempt at determining the relative strength of one instrument over the other (bond v stock) we
identified all the securities listed in the Nigerian Stock Exchange as our study population.

To facilitate the determination of the relative strength of one instrument over another, we
propounded two hypotheses, and tested both using descriptive statistical techniques. Our results
indicate that the stock market experienced increased volatility during the period under review,
peaking in 2001. It also shows that the bond market was less volatile than the stock market. A
comparative analysis of return/yield streams over the same period confirmed the relative strength
of stock returns over bond yields during the 10-year period ending in 2003. Whereas the highest
performer in the stock category provided about 70% annual compounded return during the period
covered, the highest in the bond category only returned an annual compounded yield of 21.2%.
Our conclusion arising from our findings recognizes the disparity between total market activities
between stocks and bonds as indicated in Table 4.1 above that compares the volume of trading in
both markets. It also recognizes the fact that the bonds market went to sleep at some point in the
life of the Nigerian capital market, and that the Nigerian Stock Exchange All-Share Index was
dominated by stock market activities. In spite of all these, the analysis of the return streams of
stocks and those of bonds provided a good enough measure of market performance. Also, the
standard deviations of both bonds and stocks also provided evidence of market volatility for both
instruments. In summary, based on the trading volume and value of shares, it is very clear that the
stock market is overwhelmingly stronger than the bonds market. From the return-yield standpoint,
our results also show that investment in stocks provide much higher returns than bonds.
Therefore, the two hypotheses advanced for this paper are rejected. We believe that the
methodology employed in this study, which is in the same tradition of as those adopted by other
researchers in this field of research provides sufficient grounds for guided generalization. Since
this paper corroborates the Ibbotson’s study that concluded that stocks outperformed bonds in the
United States, we make bold to opine that the capital markets of less developed economies tend to
function in much the same way as those of the developed countries of the West.
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DID THE SARBANES-OXLEY ACT IMPROVE
AUDITOR EFFECTIVENESS IN ISSUING GOING-
CONCERN OPINIONS FOR CLIENTS FILING
BANKRUPTCY?
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ABSTRACT

The research question that is addressed in this study is: Did the Sarbanes-Oxley Act (through an
effort to increase auditor independence) have an impact on the effectiveness of audit reports?
The “effectiveness” of audit reports is measured as the propensity of an audit firm to issue a
going-concern opinion on corporate clients that subsequently filed for Chapter 11 bankruptcy. It
is hypothesized that as independence is decreased, the audit firm would be less likely to issue a
going concern opinion if there were questions about the ability of the client to continue as a going
concern. Thus, if the provisions of Sarbanes-Oxley have been effective, one would expect an
increase in the effectiveness of audit firms in issuing a going-concern opinion for clients who
subsequently filed for bankruptcy. This study specifically examines audit firm effectiveness in
issuing going-concern opinions for two distinct time periods: (1) pre-Sarbanes-Oxley, and (2)
post-Sarbanes-Oxley. This allows for an analysis of any change in audit firm effectiveness in
issuing going concern opinions.

For a sample of companies filing Chapter 11 bankruptcy between 1997 and 2005, SEC filings are
examined to determine the existence/non-existence of a going concern opinion for the fiscal year
immediately preceding the year containing the filing of the Chapter 11 bankruptcy. Analysis is
performed to examine any change in audit effectiveness for the time period prior to Sarbanes-
Oxley versus post-Sarbanes-Oxley. The analysis includes a descriptive summary of differences
among audit firms based on audit firm size, client size, year of bankruptcy filing, and length of
time between audit report date and bankruptcy date. The results of this study give evidence on
the impact of changes in auditor independence on the effectiveness of the auditor to issue going
concern opinions for clients who subsequently file Chapter 11 bankruptcy.
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TECHNICAL EFFICIENCY OF COMMERCIAL
BANKING SYSTEMS IN GULF COOPERATION
COUNCIL GCC COUNTRIES: AN INTERNATIONAL
BENCHMARKING

Said Gattoufi, Sultan Qaboos University
Khaled Al Amri, Sultan Qaboos University

ABSTRACT

This paper analyzes the technical efficiency of banking systems in Gulf Cooperation Council
(GCC) countries, and identifies international benchmarks for them among the Organization for
Economic Co-operation and Development (OECD) countries. The data used in the study is
compiled mainly from two sources: the data published by the central banks of GCC countries
and the data set "BANK PROFITABILITY: FINANCIAL STATEMENTS OF BANKS, 1994-2003,
2004 EDITION" published by the OECD. We use Data Envelopment Analysis (DEA) as
methodology and intermediation approach as theoretical background, to assess the technical
efficiency and identify benchmarks. The choice of the intermediation approach is justified by the
fact that commercial banks in GCC are still playing the traditional role as main vehicle for the
transfer of funds from depositors to investors. This is clear from the high ratios of contribution of
commercial banks to national investment activities in these countries. Malmquist index is then
used to analyze the evolution of the relative technical efficiency of GCC commercial banking
systems compared to that of other OECD countries commercial banking systems. Conclusions are
then made about current level of performance and benchmarks for future are identified.

However, it is worth to mention that the data set, used in this study, does not cover the recent
economic booming period generated by the high increase in oil prices and characterized by a
relative stability in the banking sector. More recent data are hence needed to know the effect of
this boom on the performance of banking systems. Also, further research is needed to reflect the
dichotomy in commercial banking systems created by the sustainable increase in non-interest
commercial banking activities.
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A DESCRIPTIVE STUDY OF DIFFERENCES
AMONG AUDIT FIRMS WHOSE CLIENTS ISSUE
FINANCIAL STATEMENT RESTATEMENTS

Paul Wertheim, Abilene Christian University

ABSTRACT

This research study addresses the question: Are there differences among audit firms in their
effectiveness in auditing clients who later restate financial statements? For example, do
differences in audit firm size impact the likelihood that the client will restate financial
statements? Are there differences among the Big Four audit firms in the likelihood that their
clients will restate financial statements? How do audit firms differ as to the ““reasons™ that their
clients incur restatements?

Data for this study was drawn from the Audit Analytics database of financial statement
restatements. For the period 2001 through 2005, the database contains 4,537 restatements for
3,467 unique registrants. The database also categorizes these restatements based on a taxonomy
of over 40 different accounting error categories. For each of the companies involved in a
restatement, | gather information on the period covered by the restatement, date of the
restatement announcement, auditor (audit firm) during the restatement period, client size, audit
firm size, and audit fee structure. The results of the analysis include a descriptive summary of
differences among audit firms based on audit firm type, audit firm size, client size, year of
misstatement, year of restatement, and length of time between misstatement and restatement. The
results of this study give evidence on differences among audit firms on the effectiveness in
auditing clients who later are required to restate financial statements.
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OCCUPATIONAL STRESS IN PRIVATE AND
PUBLIC ORGANIZATIONS IN PAKISTAN

Hina Rehman, Foundation University
ABSTRACT

In this research paper it was checked that there was any relationship between management-
employee relationship and occupational stress. The study is essentially a correlation study. A
randomly selected sample of 20 private and public organizations. The alpha reliability of the
scale was calculated which was significant. Results show that it shows that management-
employees’ relationship was not strongly correlated. There is a more stress in Software sectors,
pharmaceutical company, telecommunication sector, bank, welfare organizations, and least
stress in service sector respectively.

INTRODUCTION

Occupational stress is becoming increasingly globalized and affects all countries, all professions
and all categories of workers, as well as families and society in general. (Ahmad & Ahmad, 1992)
Job stress can be defined as the harmful physical and emotional responses that occur when the
requirements of the job do not match the capabilities, resources, or needs of the worker. Job stress
can lead to poor health and even injury.(NIOSH)

When the demands and pressures placed on individual workers do not match the resources which
are available, either from the organization or within the individual, stress can occur and endanger
that person’s health and well-being”. (Employment Relations & Union Services: Health and
Safety- Workplace Stress, 2004)

Stress has been defined in different ways over the years. Originally, it was conceived of as
pressure from the environment, then as strain within the person. The generally accepted definition
today is one of interaction between the situation and the individual. It is the psychological and
physical state that results when the resources of the individual are not sufficient to cope with the
demands and pressures of the situation. Thus, stress is more likely in some situations than others
and in some individuals than others. Stress can undermine the achievement of goals, both for
individuals and for organizations.

If key staff and large number of workers are affected, work stress may challenge the healthiness
and performance of their organization. Unhealthy organizations do not get the best from their
workers and this may affect not only their performance in the increasingly competitive market but
eventually even their survival (Causes and Management of Stress at Work, S Michie, 2006)

When affected by work stress people may:

Become increasingly distressed and irritable.

Become unable to relax or concentrate.

Have difficultly thinking logically and making decision.

Enjoy their work less and feel less committed.

Feel tired, depressed, and anxious.

Have difficulty sleeping.

Experience serious physical problem such as heart disease, increases in blood pressure,
head aches.

Work stress thought to affect organization by:
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Increasing absenteeism

Decreasing commitment to work

Increasing staff turn-over

Increasing complaints from clients and customers

Increasing unsafe working practice

Adversely affect staff recruitment

Damaging the organization image both among its workers and externally (Leka, 2003)

Sources of stress at work Individual characteristics Symptoms of occupational Disease
ill health

Intrinsic to job:

Poor physical working conditions
Work overload

Tirme pressures

Physical danger, etc

Role in organisation:

Role ambiguity

Role conflict

Responsibility for people

Conflicts re organisational boundaries

(internal and external), etc Diastelic blood pressure Coronary
Cholesterol concentration heart disease

The individual:

2 Heart rate
Career development: Leval of anxiety
Over promotion Smoking
Under promation Level of neuroticism ]
Lack of job security Depressive mood
Thwarted ambit " Tolerance for ambiguity . o
[DNVEESHIEUI RO Escapist drinking
Type A behavioural
pattern Job dissatisfaction Mental
Reduced aspiration etc il health

Relationship at work:

Poor relations with boss, subordinates,
or colleagues

Difficulties in delegating

responsibility, etc

Extra-organisational
Organisational structure and climate: i
Little or no participation in decision Family problems
Restrictions on behaviour (budgets, ete)
Office politics
Lack of effective consultation, etc
Financial difficulties, etc

Life crises

Figure 1 A model of stress at work.!

Workplace Factors Causing Stress

The workplace is an important source of both demands and pressures causing stress and structural
and social resources to counteract stress. The workplace factors that have been found to be
associated with stress and health risks can be categorized as those to do with the contend of work
and those to do with the social and organizational context of work. Those that are intrinsic to the
job include long hours, work overload, time pressure, difficult or complex tasks, lack of breaks,
lack of variety and poor work conditions (for example space, temperature, light)

Under work or conflicting roles and boundaries can cause stress, as can having responsibility for
people. The possibilities for job development are important buffers against current stress, with
under promotion, lack of promotion, lack of training and job insecurity being stressful. There are
two other sources of stress or buffers against stress: relationship at work, and the organizational
culture. Managers who are critical, demanding, unsupportive create stress, whereas a positive
social dimension of work and good team working reduces it. (Causes and Management of Stress
At work, S Michie, 2002)
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LITERATURE REVIEW

Finance, insurance and real estate, with 12 % of the cases and services with thirty five percent
(35%) had higher proportions of occupational stress cases than they did of all occupational injury
and illness cases involving days away from the work, and 23% respectively.

In 1997, four industries accounted for the bulk of occupational stress cases: services,
manufacturing, retail trade, and finance, insurance, and real estate. Thirty-five percent of cases of
occupational stress involving days away from work were in the services industry. In comparison,
23 percent of all nonfatal occupational injuries and illnesses occurred in services in 1997.
Manufacturing accounted for 21 percent of occupational stress cases and retail trade for 14
percent. These proportions were lower for these industries than the comparable proportions for all
injuries and illnesses.

Like the services industry, finance, insurance, and real estate had a higher proportion of
occupational stress cases than of all nonfatal injury and illness cases.

Report published in May 2004 named “Employment Relations And Union Services: Health And
Safety- Workplace Stress” discuss factors which causes stress at work place in which poor
relationship with the managers and unsympathetic management.

Report on occupational stress policy by Health and Safety Executive (HSE) 2004 has identified
six key areas that can be causes of work related stress. In which the support staff receive from
managers and colleagues is of the one factor that lead to stress in work place.
(http://www.napier.ac.uk/depts/has/stress.htm)

A survey of 1,299 employees from 37 organizationsl, identified ten factors as the most important
contributors to employee stress. In order of importance, these were:

* Employees not being free to talk with one another

* Personal conflicts on the job

* Employees not being given enough control over their work
* Inadequate staffing or budget

* Management and employees not talking openly

» Management perceived as being unsupportive

» Below-average sick and vacation benefits

* Reduction in employee benefits

* Having to deal with bureaucratic red tape

* Lack of recognition or reward for doing a good job

A 2 year study2 involving almost 28,000 employees in 215 organizations showed that poor
teamwork and ineffective supervision were the two most important factors leading to employee
stress, with poor teamwork issues having the strongest influence on job burnout, health problems,
and performance problems. (Managing Employee Stress and Safety: A guide to minimizing
stress-related cost while maximizing employee Managing Employee Stress and Safety by David
lee, 2000)

While no occupation is immune, violence at work tends to be more of a risk in certain
occupations than in others. Health care is prominent among the sectors which are at high risk. In
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particular, workers who perform certain types of task appear to be at special risk. These tasks
include:

handling money or valuables (cashiers, transport workers, bank and post office staff, shop
assistants);

providing care, advice, education and training (nurses, ambulance staff, social workers, teachers);
carrying out inspection or enforcement (police and traffic wardens, ticket inspectors)

working with mentally disturbed, drunk or potentially violent people (prison officers, bar staff,
mental health workers);working alone (home visitors, taxi drivers, domestic repair workers).

(safe work: Introduction to violence at work, ILO)

Different stressors in work can be categorized to be caused by job content, working conditions,
employment conditions and social relations at work. In following table some general job-related

stressors are presented.

Categories of Job Related Stressors

Category Stressor

Job content Work over/under load
Complex work
Monotonous work
Too much responsibility
Conflicting/ambiguous demands

Working conditions Poor conditions

Work posture

Physically demanding work
Employment conditions Low pay

Poor career prospects
Flexible labor contract
Job insecurity
Social relations at work Poor leadership
Low social support
Low participation in decision making
Liberties
Discrimination

( resource: Information Technology-Related Stress, Reetta Raitoharju)

Researches indicate that nearly a third of the working population in developed countries report
high to very high levels of stress. Similarly, evidence for newly industrialized countries is also
indicative of the prevalence of stress. Time pressures, excessive demands, role conflicts,
ergonomic deficiencies, job security and relationship with customers are particularly common
stressors amongst employees in the financial services sector . Furthermore, new stressors such as
computer breakdowns, computer slowdowns and electronic performance monitoring, have
developed as a result of increased human interaction with computers. (Violence and stress at
work in financial services, Sabir I. Giga and Helge Hoel, 2003)

The hospitality industry provides employment inter alia to socially weaker groups of workers
such as young workers without working experience, women with family responsibilities or
migrants with little knowledge of local conditions. These groups are particularly vulnerable to
acts of violence by customers and co-workers. Particular source of stress in the hospitality sector
is seen in unclear situations at work arising due to the strong presence of customers and
personalized services offered. Employees including managers indicate that the distribution of
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responsibility and a lack of control over their work create stressful situations. (Hotels and
catering: Sector-specific information on violence and stress, ILO)

METHODOLOGY

Sample
Sample consisted of 94 employees and middle level managers from different private and public

(20) organizations located in Islamabad and Rawalpindi. The subjects were selected at non
stratified sampling. Employees and middle level managers were chosen as subject because they
are the one who really know the significance of the stress.

Instruments and Measure

The study was aimed to check relationship between occupational stress and managerial
relationships of an organization as well as stress in private and public organizations. Data was
collected from middle level managers and employees from private and public organizations. In
this research “Chronic Work Related Stress Evaluation” instrument had been used for the
measurement of occupational stress. This instrument was invented in 1972 by a division of
American Management Associations (J.R.P. French, Jr., and R.D. Caplan, 1972). The
occupational stress scale consists of 25 statements falling into 11 sub scales: organizational
security (1 item), organizational satisfaction (1 item), behavioral symptoms (3 items), physical
symptoms (1 item), relationship (4 items), control (1 item), personal responsibility (4 items),
drive (2 items), life-work (3 items), work load (3 items) and job satisfaction (2 items). The overall
alpha reliability co-efficient of the scale was 0.623 indicating that the questionnaire was
consistent and reliable. The occupational stress was designed in such a manner that its scoring
was placed on a 5-point scale ranging from always to never. The score assigned to always was 1,
often was 4, sometimes was 3, infrequently was 2 and never was 5. Statistical analysis was
conducted to test the relationship between occupational stress and functional area of an
organization.

In the first step relevant information collected from internet and from various other resources to
know about the indicators of the stress. Non probability sampling was done since a specific group
of people were chosen for study. The study specific groups were employees and middle level
managers. The managers and employees were assured that all information provided by them
would be kept confidential and would be used only for research purpose. They were requested to
fill the stress questionnaire.

Hypotheses

H1: Services industry experienced more stress than finance (bank)

H2: Bank sector experienced more than welfare sectors

H3: Poor employee management relationship increase occupational stress
Finance, insurance and real estate, with 12 percent of the cases and services with 35 percent, had
higher proportions of occupational stress cases then they did of all occupational injury and illness
cases involving days away from work, 2 and 23 percent, respectively. The proportion of

occupational stress disorders was lower in all others industries than comparable proportions of all
injuries and illnesses. Four industries accounted for the bulk of occupational stress cases: services
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(35 percent), manufacturing (21 percent), retail trade (14 percent), and finance, insurance, and
real estate (12 percent).

(Issues in labor statistics, U.S. Department of Labor, Bureau of Labor Statistics, Summary 99-10
September 1999)

Hypothesis 2
A systematic review of the evidence for work factors associated with psychological ill health and

associated absenteeism found the key factors to be:
e long hours worked, work overload and pressure

o the effect of these on personal lives

e lack of control over work and lack of participation in decision making

e poor social support

e unclear management and work role and poor management style (S Michie, 2006)
RESULTS AND DISCUSSION

Table 1: Multiple Comparison

Organization Type Organization Type Mean Difference
Telecommunication service industry 10.0509
Software house -1.7233
Bank 0.9485
Pharmaceutical -1.4887
Welfare -0.4559

According to the results in table, reflected that more stress was experienced in telecommunication
sector as compared to service industry and bank sector.

Table 2: Multiple Comparison

Organization Type Organization Type Mean Difference
Service industry Telecommunication -10.0509
Software house -11.7742
Bank -9.1024
Pharmaceutical -11.5396
Welfare -10.5068

Comparing service industry with telecommunication, software house, bank, pharmaceutical sector
and welfare organization reflected that service industry experiencing less stress.

From the results given in table null hypothesis was rejected because bank sector was
experiencing more stress than service industry.
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Table 3 Multiple Comparison

Organization Type Organization Type Mean Difference
Software house Telecommunication 1.7233
Service industry 11.7742
Bank 2.6718
Pharmaceutical 0.2346
Welfare 1.2674

This table shows that software house experiencing more stress as compared to
telecommunication, service industry, bank, pharmaceutical and welfare organizations because
their values were 1.72, 11.77, 2.67, 0.23 and 1.26 respectively.

Table 4: Multiple Comparison

Organization Type Organization Type Mean Difference
Bank Telecommunication -0.9485
Service industry 9.1024
Software house -2.6718
Pharmaceutical -2.4372
Welfare -1.4044

This table shows that bank sector was experiencing more stress as compared to service industry
sectors.

From the results given in table null hypothesis was accepted because bank sector was
experiencing more stress than welfare organization.

Table 5: Multiple Comparison

Organization Type Organization Type Mean Difference
Pharmaceutical Telecommunication 1.4887

Service industry 11.5396

Software house -.23462

Bank 2.43720

Welfare 1.03278

This table shows that pharmaceutical sector was experiencing more stress as compared to
telecommunication, service industry, and bank and welfare organization.
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Table 6: Multiple Comparison

Organization Type Organization Type Mean Difference
Welfare organization Telecommunication 45594
Service industry 10.50682(*)
Software house -1.26739
Bank 1.40443
Pharmaceutical -1.03278

This table shows that welfare sectors experiencing more stress as service industry.
Table 7 shows the results for Hypothesis 3

Table 7 Correlations

Variables N Correlation P-value
Employee management
relationship 94 0.443 0 .000

** Correlation is significant at the 0.01 level (2-tailed).

Since 0.484 is not relatively close to 1 or -1 this indicates that management employee’s
relationship is not strongly correlated. From this result it may concluded that there may be other
factors which contributed in occupational stress other than management relationship.

REFERENCES

Ahmad, S., &Ahmad, H. (1992 in press). Role stress and work satisfaction: a study on middle
managers. Indian psychiatry Journals.

ILO. Hotels and catering: Sector-specific information on violence and stress
Raitoharju. Information technology-related stress. ILO.

ILO. safe work: Introduction to violence at work

Michie, causes and management of stress at work ( 2006)

Lee. (2000). Managing Employee Stress and Safety: A guide to minimizing stress-related cost
while maximizing employee Managing Employee Stress and Safety.

Leka, (2003), http; //www.who.int/occupatonal health/publications/en/oehstress.pdf)
Sabir I. Giga and Helge Hoel .(2003). Violence and stress at work in financial services
U.S. Department of Labor, Bureau of Labor Statistics.(1999). Issues in labor statistics

www.napier.ac.uk/depts//has/stress.htm
www.niosh.com.

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 193


http://www.niosh.com/

APPENDIX

STRESS QUESTIONNAIRE
Gender Male Female
Age Under 25 26-35 36-45 45-55 55-over
Job Level Manager Clerk Secretary Other
Educational Level Intermediate  Bachelor’s Master Other
Department Human Resource Marketing Accounting
Admin IT Other
Please indicate your level of agreement with each of the following statements
1= Always 2= Often 3=Sometimes 4= Infrequently 5= Never
No Always | Often | Sometimes | Infrequently | Never
I consider myself in good or excellent health
2 I seem to tire quickly
3 Problems associated with my job have kept me awake at night
4 I often take my job home with me in the sense that I think about it
when doing other things
5 I feel relax in home
6 I feel relax when spending time with my friends, family and
relatives.
7 I cannot think about work when I am spending time with my
family, friends and relatives.
8 Time at work flies by quickly.
9 There is threat of layoff or demotion.
10 | Do you solve your work problem easily
11 | Thave differences of opinion with my superiors
12 | There is situation where I interrupt my work for new priorities
13 | Difference of opinion exists between my unit and others
14 | I get feedback only when I can’t achieve my target or done my job
at given time
15 | Management tell me about important
changes or decision
16 | Thave too much to do and too little time in which to do it
17 | This job match with my qualification
18 | I must go to other departments to get
my job done
19 | Thave good relations with my co-workers
20 | Iinteract with my co-workers
21 | Tuse my knowledge and skills to do routine work
22 | I have authority to change my job according to circumstances
23 | This job is not suitable with my qualification
24 | Icarry out only that decision which are directed towards
management
25 | My supervisor check my performance
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ENTERPRISE INTEGRATION IN METADATA
ENVIRONMENT

Raymond Cheng-Yi Wu, Enterprise Architect, IBM Software Group

ABSTRACT

The main purpose of this paper is to conduct a research in the enterprise architecture issue as a
means of addressing the vertical gap with new knowledge contributions in the vertical integration
of the interconnectivity of cross-layers; these layers include direction, business, process, service
and information.

We all understand that in this new computing age of large scale, high complexity and dynamic
development, a common weakness in the interoperability between business and IT leaves IT far
behind the direction business is taking; poor business responsiveness and IT governance makes it
even harder to achieve the enterprise goal. Tthis overall tactical was identified issue that emits
from the vertical gap as the “invisible enterprise issue’ and these are the findings in our early
analysis stage. The methodology used in this research as progressed was multi-phases driven
with different focus in each phase which consists of - technical environment setup, business
semantic study and enterprise integration.

In the first phase - the technical environment setup of metadata and repositories identified the
master data and transaction aggregation as foundation of metadata repository to build the
technical capability of vertical integration foundation.

The second phase - semantic repository which communicate with lower service repository
holding the ““intelligence™ of strategic analysis of taking enterprise goal into business semantic
direction, and how to derive semantic message through “semantic injection micro process” in
forming the vertical skeleton. Unfortunately this area is still new in the industry, common
industry repository for semantic integration to streamline the vertical integration is demanding
for future development.

In the third phase, the realization of enterprise Integration deriving a ““loosely coupled”
mediation in creating configurable linkages between business and IT which were leveraged to
those common methodologies and architecture practices such as Zachman (John Zachman
framework), RUP (IBM methodology in Rational Unified Process), SOA (Service Oriented
Architecture) and MDA (Model Driven Architecture). Minimizing the gap between business and
IT by using enterprise vertical integration is the originality of this paper.

INTRODUCTION

The IT industry became pervasive in the 21* century due to its significant growth in terms of
huge volume transactions and sophisticated businesses. Enterprise architecture mainly mediates
between business and IT to minimize the gap by improving governance, agility and business
integrity.

The indicator from our common practice shows that once the enterprise spends time tba to
complete its business analysis, they should be able to complete the whole project within an
additional two to three times of tha followed by the first tha; otherwise the organization is likely
to be encountering an enterprise problem.

The other indicator shows that a well-controlled enterprise has the capability of directing the
business context and working effectively with KPI (key performance indicator) and metrics
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within those enterprises. This clearly shows that they know how to adjust the business and IT
parameters by using precise mapping and semantic messaging to direct service implementation
and fulfill KPI and metrics.

Unfortunately, these common issues exist in most organizations; over 90% of medium to large
scale IT users are suffering from bottleneck and indeed this is growing worse on a daily basis.

In the past five years SOA (Service Oriented), MDA (Model Driven), EDA (Event Driven) and
many other leading technologies have been launched for the purpose of solving related problems.
Their solutions have already given us significant improvements; however, the gap is still too
massive to cope with the challenges of large scale and high complexity over the next ten years.
Diagram 1 show the evolution of the challenge and our goal is to smooth down the challenge.

Two key processes were used to achieve this objective. The first process relates to how the
enterprise goal may be achieved by impacting business process and its service components level,
which will be called “business semantic.” This process extends the concept of “separation of
concerns” of service-oriented enterprises to impact all of the above elements.

The second process follows one level below the first one and is called “information metadata.” It
constitutes the repository of metadata storing information and its process of moving information
between service and data; it thus supports the upper layers by repository synchronization.

As mentioned above, the approaches being used in this paper are 1) “business semantic injection”
which was working on the gap between strategic direction, business, process and service; and 2)
“information metadata” which is based on the application of existing metadata theory and
repository solution.

Between these two processes, the SOA which has been mature in the industry, plays cohesive
mediation between semantic and metadata was service repository.

The integrated solution of coherence of approaches which form the basis of this paper plays
skeleton in vertical integration addresses the enterprise gap and is expected to provide further
insights into micro process integration across enterprise layers.

The micro process integration was initiated by the domain context analysis process. H. Lee & J.
Lee in their domain analysis - “Analyzing Business Domain: methodology and repository
system” pointed out, once sets of use case scenarios are formulated, the next step will be the
extraction of verbs and nouns for identifying domain objects. This semantic analysis concept was
applied in supporting the theory of vertical integration, so the analysis of the scenario and the
extraction of noun and verb form the common components in process, object and interface as
domain asset [1].

When an example in banking industry for how the theory applied in the scenario is taken —
“create a banking account” is a composite service formed by atomic services of; “application

LR ENT3 LE N1

handling”, “open account”, “check non-exist”, “check credit”, “create service account”, “create
billing account”, “sync marketing DB”, “issue card” and “adjust floor limit” and all of these
services are analyzed for their semantic objects — The use case analysis generate a descriptive
sentence of composite services like this, customer send request form (or request trough web),

administrator processes application handling, and open account for the requester .
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The semantic analysis extract noun and verb from atomic services and form lists like this, in the
semantic repository, noun list store customer name, id, phone, account number, status ... and verb
list store, open account (type), check non-exist (db), create account (type), credit check (code).

Once the semantic analysis work is done and both verb and noun list are stored in semantic
repository, an asset validation of common objects need be done before further development in
vertical (downward) direction, asset validation is a process for duplicate check, merge and final
decision before all of these common objects become valid to stay in semantic repository for reuse.

METHODOLOGY

This integration research was focused on the existing enterprise issue which is the misalignment
between business and IT, with a deep dive of the root issues, the impact analysis, the nature of
interference between business and IT, conceptual resolution and ended up by a strategic direction.

The methodology used in this research as progressed was phase driven with different focus in
each phase. This has been divided into 3 phases in the areas of —

= Technical environment setup
=  Business process study
» Enterprise integration.

The architecture methodology applied in this paper was, DCRP (will be discussed later),
Zachman, RUP and SOA service modeling methodology. The integration methodology was
related to “semantic injection micro process” and repository integration.

The reason that “technical setup” was arranged in phase I was because technical environment
need be built first, before taking the business process forward; in other words, business process
was built on top of a well-built metadata repository foundation.

The three different types of repositories (metadata, services and semantics) collaborate each
other; the strategy of “enterprise vertical integration” was based on the processes which build up
these repositories in early stage, and the methods in achieving inter-operability between
repositories in later stage.

Phase |

In the first phase, the focus was on technical environment setup of metadata and repositories, and
looked at the master data, staging database, transaction aggregation, cursor computing and data
partition as foundation of metadata repository to build the technical capability of vertical
integration foundation. These assets were introduced in details regarding their linkage and how
the technical environment was built in this phase.

First, the concept of “centric master data and single view of information” to consolidate all
fragmentation into master data which called “single source of truth”, this was actually the
initiatives of metadata repository design as data fragmentation and duplication need be removed
before any development of data aggregation and metadata design. This step was actually
completed by a huge effort of enterprise ETL project (extract, transformation & loading) and data
cleansing processes to identify those randomly distributed data be aggregated toward the
metadata-oriented design which was the initial step within metadata concept.

Second, to build up the metadata. Before the built, the metadata was categorized into two groups -
system and transaction, the transaction metadata was related to those business transaction while
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system metadata was related to those system configuration and DDL (data definition language)
which supported parameterization in metadata computing.

The concept of transaction aggregation was supported by data and business object that any
record-level manipulation will be recorded and logged into a “summary” record in reflecting the
meta level business transaction. The meta information, stored in the metadata repository, provides
upward provision of summarized business intelligence with linkage to upper layers’ repositories
for their collaboration and vertical inter-operability against any business change or adds-on. Since
in step 1, focus was limited to one-time job master data built, the investigation was continued to
work on the on-going data validation, to design a staging functions for data cleansing of on-going
data verification and validation toward master data.

Third, metadata computing was followed by the built of metadata repository, the reason of the
introduction of recursive metadata iteration (self-built scripting and execution) and cursor
computing (“join-query execution” within memory) was an intention to build the metadata engine
in communicating with other repositories in Java/XML/SQL formats [6], the other purpose
was using metadata in dynamic iteration, combined with cache memory computing, to produce a
high integrity and high performance output in a real-time operational environment [13]. One of
the examples was by allocating summarized “course” information in metadata repository as
driving force in extracting associated students’ study plan gained the query response time from
several seconds down to one nanosecond [8].

So far, the technical environment was discussed based on the system consolidation, data
aggregation, metadata repository and metadata computing, the focus is now preceded to Phase 11
— Business process design, and starting from whatever built in this phase to extend the vertical
integration concept upward to the business process layer.

Phase 11

Before commencing Phase 11, one needs to understand that the completion of Phase I outlined the
conceptual skeleton of robust inter-operability between 3 repositories — IT (metadata), Business
(semantic) and Mediation (service) — which will be discussed in next phase. Then, business
semantics areas will be discussed.

“Componentization and mapping” was the key process of this phase, and “active map” and
“semantic injection” were both the new concepts in supporting this area, the main objective was
to create fine-grained messaging carrier - service component, through decomposition, semantic
injection and multi-mapping rules, to build up a high visibility environment with linkage to
metadata of previous phase. In this phase, my focus was to build up a process framework as a
foundation to achieve this objective, this need creative works in areas of process decomposition,
event driven technology, semantic injection, active map design and common component
implementation.

First, “componentization” concept will be explained for its importance in supporting business
layer vertical integration. It is argued that traditional silo implementation aimed end-to-end
business process, it supported project architecture but also caused many problems of
fragmentation in enterprise architecture. Many concepts of service components, common
interfaces, shared services, customer insight, single view of data and technical assets were unable
to achieve and reuse due to n:n issues and their consequent misalignment, therefore, the
first step of this phase was to build the methodology and process to identify all “atomic level”
element in business process for further development.
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This step was mainly to decompose the business by using “separation of concern” concept and
“componentization” approach to produce the common components and interfaces which was one
of the creative works in building the foundation of this phase. The concept of componentization
takes the identified business component(s) into decomposition process and produce common
elements, the process use litmus test for its boundary decision.

Second, when the componentization concept is taken into realization, the key of this phase was
using DCRP reuse methodology [12] in achieving this goal and was the important creative work
in this phase. The DCRP reuse methodology was intended to address the vertical integration
concerns which were currently labor-intensive development and maintenance issue inherent in
multiple instances of the enterprise architecture. As in Java, the method grows more powerful
over time as more and more components were built and become available for reuse. DCRP was
primarily intended for the construction of computer programs. The mere fact that DCRP brokers
reusable components need be made only once and all of the programs that use the component can
be quickly identified (through the Register) and recompiled to obtain programs containing the
new requirements. The new requirements may necessitate changes to other components, but these
need be identified through the register and applied in a uniform manner. This reuse methodology
driving the componentization concept toward the direction of vertical enterprise integration as
this concept contribute significant knowledge in the visibility of componentization and support
the identification of each enterprise element and their linkage to service oriented architecture
principles.

Third, when the realization concern is extended in operational environment. Although DCRP
methodology is present in supporting componentization, that was still not enough to handle the
production environment for those real-time batch initiated from users’ front-end channels. To
cope with this concern, an implementation of event driven technology using time, volume &
condition control was created in addressing those process issues which has sensitivity in time,
volume and status by using parameter control. The batch trigger takes the whole batch and
submits the background process once the floor limit is triggered. The event driven new
implementation was aimed to supplement service oriented architecture’s shortage in the situation
that optimization between batches and real-time was needed.

After completing the decomposition process and its realization as mentioned, the next step of this
phase was further extended to the upper business layer — the context and semantics, for how to
automate the mapping from upper layer to business process. This key process is called —
“Semantic injection micro process” was the creative concept of this phase in producing an “active
map” to identify the impacted business components and derived elements to produce a mapping
in choreographic matrix environment. The active map specify the decomposition process and
associated service components which were produced by micro injection process, store its
associated semantic message in the map’s derivation, so each business impact (either change or
adds-on) had its own active map to identify the impacted areas and associated technical assets in a
clear linkage picture within the map. The active maps, and its high level inter-maps’ linkage of
meta information, were stored in semantic repository for further development, maintenance and
vertical integration.

M. Gruninger in his “Model-theoretic approach to semantic integration” pointed out
interoperability means two groups of applications share the semantics of the terminology in their
corresponding theories which is equivalent to sharing models of their theories. Model-theoretic
invariants of an ontology can be used to specify semantic mappings translation definitions
between application ontology and an interlingua such as Process Specification Language (PSL)
ontology as the neutral medium in integration. The sets of models for the core theories of PSL are
partitioned into equivalence classes defined with respect to the invariants of the models. Each
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equivalence class in the classification of PSL models is axiomatized using a definitional
extension of PSL. Semi-automatic generation of semantic mappings between an application
ontology and the PSL Ontology actually shift the integration direction from horizontal to vertical
in supporting the concept in this paper.

The horizontal (application) integration need an interlingua as mediation solution, the constraints
and dependency of interoperability between two applications and tendency that the integration
has been moving downward as the high complexity combination of application, process and
database integration enforce the mapping between theories, and these require separate mediation
between each individual integration, if the integration happen at semantic repository and
streamline the vertical integration and mapping between business, process and object, there is no
injection process and all of the downward development follow same sharable theory in semantic
repository for layer to layer integration [4].

So the semantic repository, communicate with lower service repository, holding the
“intelligence” of strategic analysis of how to take enterprise goal and KPI into business semantic
direction, and how to derive semantic message through “semantic injection micro process” in
decomposition to build the message carrier — service components in forming the vertical skeleton.

Phase III

In the previous paragraph, it was explained how the goal of the enterprise vertical integration
intended to solve the issue of misalignment between business and IT, and the objective in phase I
was a review of IT direction to create a solid metadata repository with alignment to business
process in phase II, that the data and system were developed toward a “vertical” direction. In
phase II, the business context and semantic direction were all ~ developed through the
decomposition process by means of “active map” and “semantic injection” downward to service
component which was the focus in this phase.

In this phase, the realization of enterprise Integration initiatives started from the outcomes of
previous two phases in deriving a “loosely coupled” mediation (which leveraged to service
oriented architecture’s principles) in creating configurable linkages between business and IT. In
this final stage, the resolutions and approaches were leveraged to those common methodologies
and architecture practices (such as Zachman, RUP, SOA and MDA, to proceed the verification
and validation of the approaches taken.

If a closer look at these methodologies is taken and common practices, it’s not difficult to find out
that the concept of vertical integration were already in an early stage of prototype even the trend
was not specified yet, the evidence were;

Zachman was almost the frontier of enterprise framework, it never focus on any architecture
layer only, instead it introduced the cross-mapping between dimensional matrix and was
considered the first indication that vertical integration existed

RUP (rational unify process) was used as a methodology of abstraction in identifying boundary to
look at use case in each small derivation and iteration and guided its architecture development in
vertical direction

SOA and MDA (model driven architecture) were all architecture style further provided indication
that “loosely coupled” was actually a vertical alignment of business and IT as foundation for
further business lines’ development
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Further development of service component was achieved in this phase which plays a key role in
linkage between business and IT based on what was built in phase I and phase II. Each service
component was a unique common component which performs a well-defined, specific task inside
a particular business area; the critical process of “semantic injection” and “metadata aggregation”
enabled the service component’s capability in mediating the inter-operability of each vertical
element in coping with each business change or adds-on in a high speed development
environment. The governance of operability between business and IT need to configure existing
services within a newly configured active map in each change, this need to be done by using
graphic mode, however in case that existing service component cannot provision full function of
a new business requirement and need to develop new service component, this need be done in a
design mode with linkage to business process and metadata repository.

Desmond DSouza define vertical integration in his “Model-Driven Architecture and Integration
Opportunities and Challenges” said, vertical Integration came from different levels of abstraction
of the same system, from physical data models, logical data models, networks, applications
specifications, component assemblies, business process models, and business goals and strategies

[3].

An interface specifies observable behavior; a class provides a particular implementation of that
interface. A large-grained component might abstract multiple tiers and specify a single entity with
Vertical variation realized by a composition of a thin-client, a stateless business-tier component,
and a database. A high-level business action has its abstract specification; it is realized by a
particular detailed process involving collaboration between multiple software systems and people.
Summary or aggregate information from a data warehouse can be “drilled down” to see detailed
constituents. These “vertical” points must relate correctly to each other (“integrated”) if the
detailed levels are to faithfully provide what their more abstract levels promise, and for platform-
independent verification or compliance test suites can be well defined.

DISCUSSION

After the three phase transformation, an ontology view is required for how the tactical issues
impacting the common IT practices:

Issue 1 — Responsiveness toward a direction

Lack of a robust mechanism to effectively adapt the enterprise to a business change or strategic
decision

Issue 2 — Business semantic visibility

Poor knowledge of the business semantic to implement semantic messages into business process
and services

Issue 3 — Information metadata collaboration

Weakness in data architecture adjustments toward the above service changes resulting in integrity
and performance issues

Issue 4 — Ontology approach

It is now time for the integrated vertical solution called the ontology approach, though the launch
of this theory is late
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First Issue 1 is observed within enterprise architecture - currently there are very few well-defined
business maturity models with a pre-built mapping matrix for the business modeler to develop the
upward linkage to corporative direction (such as enterprise goal, KPI and metric setting) with
downward linkage to business process and services by using translated business semantic in
micro process. This makes it difficult for cutting-edge technology (such as service oriented and
model driven solutions) to derive the expected results. Many industry leaders launched solutions
in industry framework and industry architecture, but these are related to common industry
components in horizontal end-to-end solutions instead of coping with dynamic business change
which consists of
cross-layered vertical integration

(the layers between “direction-business-process-service-information”).

We then move on to Issue 2 which is related to Issue 1. As the current cross-layers linkage of
“direction-business” is very weak and semantic translation is limited only to business rules and
computing logics through one horizontal layer (such as modeling in the business layer,
decomposition in the process layer and API/XML in the data layer) a robust vertical mechanism
to transmit semantic between cross-layers with further streamlining of the interoperability
between business and IT is lacking.

A simple example of this is a “rent-a-car” company which acquires a “prepaid-card” subsidy to
launch pre-paid options in car renting. The weakness in modeling those business components of
“customer-care-option”, “payment-option”, “cost-analysis” and cross-components linkage makes
business movement very rigid because the business layer does not translate the context -- “ROI,
return-on-investment 180% by year-end and cut car cost 17% by the end of 2008 and “bonus-
point service account aggregation” impact the business semantic which is related to Issue 1.
Instead of business modeling and mapping, trial and error was used. Rather than providing “auto-
routing-and-saving” in sales-marketing and “customer-insight-packaging” in the loyalty program,
the semantic messages used were generated in formats such as “computing for the least value
option” and “the historical analysis for grouping consumer’s category”. Thus, a misleading
semantic translation resulted that lacks fine tuning as defined in Issue 2. [5]

By using a mathematical model, the output from each layer denoted by a capitalized alphabetical
letter is taken (D: direction, B: business, P: process, S: service, I: information)

D=Ydn, B=Ybn, P=Ypn, S=Ysn, I=Yin

The conventional vertical integration can be expressed by the following union -
Ooutput=DUY (bnUpnUin)U S

means integration between business, process and information is a “merged” type without micro
visibility; the vertical integration seldom occurs at the semantic level and there is neither micro
integration extendable to direction layer nor linkage to the service layer for non-service-oriented
development. Moreover, there is no driving discipline for its output, as any small change in
strategic direction can cause a macro change without micro insight.

The ontology can be expressed by the following Cartesian product —
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Ooutput=Y On=Y (dnxbn)x (pnxsn)xin

means micro referential integrity occurs in each layer with a loosely-coupled alignment between
d-b and p-s. The ontology allows architects to apply d-b as a business-driven top-down approach
or p-s as a service-driven bottom-up approach and i is simply independent; however, metadata is
needed to coordinate the service layer by repository.

We continue to investigate Issue 3. Information metadata is the information stored in a repository
which defines the data in terms of schema, system location, ownership, security, access,
information semantic and aggregation of summary information.

“Dublin Core” is the current standard for capturing descriptive information containing content
essence; unfortunately, it has limited support for semantic metadata. Semantic metadata is the
other type of high value information which may be stored in a metadata repository. An example is
aggregating a class-student database schema into a new structure by creating “class” as a driving
force in the metadata form pointed to the “student”. The agility of this new structure is ten times
better than a conventional database and a thousand times faster in run time query performance.

The final issue — Issue 4 — is the skeletal basis which is required in order to have an ontological
vision in solving the above-mentioned issues utilizing a realization process in the governance of
each process [2]. Before the ontology skeleton is investigated, an understand of the five layers
identified in this ontology structure [10, 11] is needed.

Layer 1. Direction layer - strategic context mapping from goal and KPI to business
Layer 2. Business layer - business component and semantic mapping to process
Layer 3. Process layer - process decomposition and service orchestration

Layer 4. Service layer - atomic level service and aggregated services

Layer 5. Information metadata — high value condensed data and meta information

The tactical issue in the ontology skeleton is that currently there are no principles to direct each
layer when working on the above-mentioned three issues using vertical integration. In other
words, when one is looking for the principle of “separation of concerns” in vertical integration, to
maximize the output from equation —

Ooutput=Y On=Y (dnxbn)x (pnxsn)xin

Each On needs to be a concatenation from an assembly of “atomic” level components;

each component can be the assembly of a semantic sub-context (dn), a business sub-component
(bn), a decomposed sub-process (pn), a fine-grained service component (sn), or a piece of
metadata (in). The routing of On forms a map for approaching a business context.

Before approaching the resolution, one needs to have an insight into the ontology principles in
order to determine the framework for directing the ontology approach [7].

Decide Foundation for Ontology Approach Is the First Step

Among the five mentioned layers, the business layer needs to be the foundation in the ontology
approach, as this is the effective driving point in producing the ontology approach skeleton.
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For this reason there is a need for extending the SOA (service oriented architecture) scope
upward to a business component. Thus, the first step is that all of the business blocks should be
decomposed into a business component (a unique business unit to perform a group of business
functions) and further into a business element (atomic business function or use case) in the
linkage of the service component which is the result of process decomposition.

The reason the SOA approach is required in this foundation and should be extended to the
business layer is to create a broad “loosely-coupled” and “‘separation of concern” ontology
environment covering all business, process and service layers. In this way the foundation gains
maturity and readiness for upward linkage to the strategic direction through means of the
decomposing and composing process and then downward to the service and information layer. By
this method the skeleton foundation of the ontology approach may be achieved.

Survey the Expectation Based on the Foundation

From enterprise vision, chief executives can expect an ontology approach (including the method,
foundation and roadmap) to direct the enterprise using common terminology so that the context
can be translated into business semantic for execution.

From business vision, business managers are looking for a foundation of agility in service-
oriented so that the affected business component, the associated element and the roadmap are all
identified and specified in domain before moving into realization.

From IT vision, chiefs of information seek a mechanism to turn the business context into
semantic and thus impact the associated service component (or process area if the linkage
between business and process is ambiguous) in a precise and timely manner.

From architect vision, a robust mechanism of choreograph in carrying micro semantic metadata
transported between process and service with upward alignment to macro direction-business
semantic and downward to information is required.

From user (external and internal) vision, each request for change needs to be operationally
effective in order to maximize the productivity with less outage, change requests need be closed
immediately, operation needs to be easy and performance needs to be excellent.

From development vision, the vertical ontology skeleton needs to be built first using the
framework guide horizontal development in the process, service or information layer. The
precondition is that all IT assets and resources are well-defined in alignment.

Direct the Driving Force According to the Expectation from Different Roles

After the survey of each individual expectation in the previous paragraph, the author have a better
understanding of how to use the following key words to form the portfolio ontology approach —
“context, semantic, metadata, common terminology, vertical ontology skeleton, agility,
performance, business component and element, service component, SOA, micro process and
element, fine-grained, choreograph™.

As mentioned above, the business layer needs to be the driving point of the foundation. The
driving force plays an active choreograph role in providing business component and element asset
upward to the strategic direction, downward to drive the decomposition to service component and
reassembly to process. The driving force needs to maintain a visibility and tracking record;
usually a repository for semantic context and metadata is necessary to hold the path and map of
the driving force in each decomposition activity.

Plan the Solution in Order to Streamline the Driving Force
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The driving force needs to “carry” context, semantic and metadata between the repositories of D-
B node (direction-business) and P-S node (process-service). Currently there is almost none in the
industry for the D-B node and a very limited amount for the P-S node. As the driving force from
D-B node to P-S node is a one-way direction, one may call the driving force which carries context
and semantic messages the “business semantic injection” process. Conversely, the choreograph
between P-S node and S-I node is a two-way direction which is called “information metadata
collaboration.” The combination of “business semantic injection” and “information metadata
collaboration” form the skeleton of the “ontology semantic metadata” approach.

Build up the Ontology Approach by Realization of Individual Solutions

The integrated ontology approach was reviewed by walking through the attached diagrams
to help the understanding.

Ontology Skeleton

Referring to Diagram 2 — the concept of the ontology approach is based on the driving force of
the business layer which takes the business context and translates it into a semantic message. The
semantic message stored in the repository further directs the decomposition and input of the
element message to the service component which is called “business semantic injection.” This
micro process works in parallel with “information metadata” as there is no significant
dependency between them; however, certain synchronization work is required. These two
processes form the skeleton of ontology vertical integration in the micro process level.

Business Context Translated Into Semantic

Referring to Diagram 3 - the business component in each cell denotes a unique and independent
business entity with an individual function. The horizontal column indicates an individual
function such as CRM (customer care, multi-channel, promotion), ERP (ap, ar, hr, asset, logistics,
accounting) and SCM (shipping, manufacturing, supply chain) while the vertical line indicates the
stage of the enterprise operation.

The map matrix is coordinated with business context so that each strategic direction impacts the
business component map and generates an “active map”’ to provision that specific task. In the
context repository there is a routing mechanism that works on  the context input by parsing
through the active map and routing and chaining the semantic direction. The output receives
further optimization from multi-active maps and is stored in the semantic repository. This is the
first step in the micro process of vertical integration as each corporative direction will impact the
associated business component and element for further action.

By using an active map the referential integrity between direction and business become firm so
that a map understandable by both human and machines holding content; e.g., “Launch multi-
channel services”; “Increase revenue by 25% in 2006”’; and “alpha account promotion” is created.

Process Refining and Semantic Injection

Referring to Diagram 4 — a driving force in creating a common foundation of “semantic
injection” downward to a service component so that each service component holds an associated
business semantic element from micro process is searched for. This foundation needs an “active
map” consisting of an impacted business component and an element. Directing the
mapping from a sequential process mapped from a choreographic environment to the referring
active map, the mapping will direct the decomposition to produce a service component which is
“fabricated” by the micro injection of the associated semantic message; thus when the component
is directed back to the position inside the process, it already has the capability of performing a
specific service inherited from macro semantic.
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For an overview of how the business context and semantic message can be transmitted to the
component, please refer to Diagrams 5, 6 and 7. Diagram 5 shows that the business component
and its element decomposition are accomplished by means of a parallel process; one is “logical”
and is a class object element while the other is a “physical” component which carries the
message. The class object element has linkage to a higher hierarchical element and inherits
the semantic subset from the context property. The component coordinates with the object
element that is stored in the semantic repository. Mapping the class information to the assembly
of components is shown in Diagram 7. The assembly of components form the process and
performs the choreograph of individual services in an orchestrated environment. This completes
the semantic injection process by using Service Oriented Architecture as its foundation.

Metadata Collaboration

There are two main groups of information metadata -

a) A top down matrix mapping of semantic messages in which the mapping information is
stored in a metadata repository

A bottom up data aggregation and system abstraction from the infrastructure

The database partition shown in Diagram 8 is an efficient way to achieve a “separation of
concern.” By storing the partition information in a metadata repository with linkage to service
metadata, the system integrity and performance will be improved dramatically. Each pending
record can be centralized in 1% of the database for further service until completed. By this means
each query hit-ratio is nearly 100% and greatly improves SLA (service level agreement)
efficiency.

CONCLUSION

The concept of “enterprise vertical integration” covered many aspects of technology and
knowledge, already discussed, the issue was from misalignment of business and IT, so the
business context and semantics cannot effectively impact IT development and cause all
development, change and maintenance very difficult.

The nature of “enterprise vertical integration” differentiate itself from traditional integration or a
no “architecture layer”, instead one’s saw how business context and semantics transform into
service component and communicate with metadata through micro componentization process,
this transformation totally change our concept from previous layer-to-layer integration to
components’ collaboration, from the A2A (application to application), B2B (business to
business), D2D (data to data) to the interoperability of semantic-service-metadata repository, the
new vertical integration follow the nature of the business implementation, so each new
development or change of business easily identify the impacted elements for either configuration
change or producing new component.

The lack of interconnectivity between context, semantics, service and data is the tactical issue
with the clear implication that enterprise architecture needs a robust micro-mechanism of
semantic messaging and metadata to coordinate across layers. In this way the strategic direction
will then have an opportunity to impact the business process to streamline successful services and
information components.
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Figure 1 - The IT Evolution and Requirements in New Age
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Figure 3: Mapping between Context and Semantic Notation
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Diagram 5 — Business Semantic Injection into Object Model
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Figure 8: Database Partition in Metadata Environment
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COMPORTAMIENTO ETICO GERENCIAL: LA
INDUSTRIAAUTOMOTRIZ DE CIUDAD JUAREZ

Jorge Hernandez Palomino, Universidad Nacional Auténoma de México
Rodolfo Rincones Delgado, University of Texas in El Paso

ABSTRACT

Este estudio descriptivo examina la relacion entre el comportamiento ético, codigos de ética,
género, edad, experiencia laboral y educacion de los gerentes de la industria automotriz. El
comportamiento ético fue medido utilizando la prueba de definicion de criterios (DIT). Los
resultados sugieren que los cddigos de ética no impactan el comportamiento ético gerencial. Se
encontrd que estadisticamente existe el mismo nivel de comportamiento ético en relacion al
género, la edad, la experiencia laboral y el nivel de educacién formal de los gerentes en las
empresas del sector automotriz de Ciudad Judrez. Las consideraciones finales en esta
investigacion, asi como las sugerencias para futuras investigaciones en este campo, tienen valor
tedrico y metodoldgico para los especialistas quienes tienen la responsabilidad en la ensefianza e
investigacion sobre problemas organizacionales. Este estudio se llevd a cabo en una época de
profunda crisis econémica por lo que sus resultados podrian ser investigados en otro momento
para conocer posibles diferencias. Futuras investigaciones dada la complejidad del ambiente en
el cual se realizo el estudio, podran evaluar otro tipo de factores que afectan el comportamiento
ético.
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EVALUACION DE LA OFERTA BRINDADA POR EL
SISTEMA FINANCIERO MEXICANO PARA
PEQUENAS INVERSIONES A CORTO PLAZO

Jorge Alberto Soto Huerta, Universidad Veracruzana
Laura Veronica Herrera Franco, Universidad Veracruzana
Francisco Rafael Garcia Monterrosas, Universidad Veracruzana

ABSTRACT

Fomentar el ahorro es considerado medular para el desarrollo econémico de México, los planes
gubernamentales discurren en la exigencia de un mercado eficiente con oportunidades de
financiamiento e inversion seguras y transparentes. El pequefio ahorrador debe tener las
mismas posibilidades de los grandes capitales para elegir instrumentos o instituciones que
permiten la inversion. Este documento pretende mostrar y evaluar, opciones de ahorro dentro
del sistema financiero mexicano actual con un capital de hasta $10,000 a un afio de plazo,
donde, conjuntamente de generarle provecho econémico al inversor asista al financiamiento
empresarial y social; alternativas en: Bancos, sociedades de ahorro y crédito, fondos de
inversién y para el retiro. Asimismo, inversiones que contribuyan al incremento del ingreso
personal: Metales y divisas. Sustentados en la tesis sobre la importancia que tiene dicho sistema
para el pequefio capitalista.. La metodologia empleada para estimar riesgos financieros incluye
herramientas estadisticas como desviacion estandar, paqueteria relacionada e informacion de
empresas especializadas. Para pronosticar datos: Método de minimos cuadrados, promedio
movil ponderado e informacién de empresas experta.

Se concluye tomando decisiones sobre posibles rendimientos econémicos de manera especifica e
independiente, permitiendo al interesado visualizar los beneficios que cada opcion le representa
para su oferta financiera.
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ANALISIS DEL PROCESO DE TOMA DE
DECISIONES VISION DESDE LAPYME Y LA
GRAN EMPRESA DE BARRANQUILLA

Leonor Cabeza de Vergara, Fundacion Universidad del Norte
Alberto Elias Mufloz Santiago, Fundacion Universidad del Norte

ABSTRACT

El presente documento trata de analizar como se desarrolla el proceso de toma de decisiones en
las empresas barranquilleras desde un punto de vista netamente descriptivo. Inicialmente se
define la toma de decisiones, presentando a su vez una breve explicacion de cada uno de los
modelos utilizados dentro de las organizaciones, haciendo una breve introduccion a los
conceptos de simulacion y modelacion en este campo. Mas adelante se exponen los resultados
obtenidos en encuestas realizadas a una muestra de 77 empresas PYMES de la ciudad, en las
cuales se percibe una alta tendencia a utilizar la intuicién y la experiencia del decisor como
herramientas fundamentales para resolver problemas. Palpandose por las respuestas obtenidas
la necesidad de contar con modelos de simulacién que contribuyan o aporten informacion que les
permita tener mas certeza a la hora de tomar un curso de accién ante una situacion
problematica. Por ultimo se plantean dos modelos de toma decisiones para la gran empresa,
utilizando el analisis por conglomerados, basados en los resultados de una segunda encuesta
aplicada a 51 empresas ubicadas en la misma ciudad.

INTRODUCCION.

La toma de decisiones es indispensable para las empresas pues una decision mal tomada, puede
conllevar a una situacion comprometedora. Por tal razon, las personas encargadas de la toma de
decisiones, deben estar capacitadas y saber ampliamente todas las caracteristicas y pasos que
constituyen este proceso, y que las obliga a escoger entre dos o mas alternativas.

Se parte, de la premisa de que la diversidad de informacidén que recibe un gerente y el poco
tiempo que tiene para tomar decisiones hacen que en muchas ocasiones se elija la primera opcion
que satisfaga sus aspiraciones, sin seguir un proceso racional para la resolucion de sus problemas.
Esta caracteristica hace necesario que este cuente con algin sistema que lo ayude a procesar
informacion y a expresarlo de tal manera que el proceso decisorio sea mas simple.

Este documento busca por un lado mostrar como se desarrolla el proceso de toma de decisiones
en las empresas barranquilleras, y por otro lado definir un modelo para la gran empresa
utilizando para esto el analisis multivariado de datos, utilizando el método de conglomerados para
generar grupos con comportamiento semejante dentro de los funcionarios entrevistados.

A MANERA DE MARCO DE REFERENCIA

Herbert Simon, el tedrico mas reconocido en el tema, define el proceso de toma de decisiones
empresariales como un proceso grupal: "un esfuerzo planeado y cooperativo, en el cual cada
participante tiene un papel reconocido que cumplir y unas obligaciones o tareas por ejecutar. Se le
asignan a estas obligaciones para lograr el objetivo de la organizacién mas que para satisfacer
preferencias individuales, aunque frecuentemente coinciden ambos efectos” (Navia Nuiiez, 1999)
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Los fundamentos de la toma de decisiones entran en juego cada vez que en una organizacion se
realizan actividades de planeacion, organizacion, direccion y control. Sin embargo, para que un
proceso de toma de decisiones pueda considerarse completo es preciso que existan ciertas
condiciones. Estas son: separacion entre el hoy y lo que se desea ser, conciencia de que se debe
tomar una decision, adicionalmente debe existir motivacion para eliminar la diferencia y
determinar si la empresa y el decisor cuentan con los recursos necesarios para eliminarla.

La importancia y trascendencia que tiene para las organizaciones el proceso de toma decisiones
ha conllevado a la creacion de modelos que sirvan de ayuda para disminuir la probabilidad de
error, sobre todo el generado por la subjetividad, y asi solucionar los problemas de la mejor
manera y en el menor tiempo posible. Entre estos se encuentran: el modelo racional, modelo de
racionalidad economica, modelo de racionalidad limitada, modelo de comportamiento
organizacional, modelo de los cubos de basura, modelo de Kepner y Tregoe, modelo de
Minztherg, Raisinghani y Theoret, modelo de racionalidad politica, modelo incrementalista,
modelo de Vroom-Yetton

Para el desarrollo de la segunda parte de la investigacion se utilizo una técnica de estadistica
multivariable denominada Analisis por Conglomerados o también llamado analisis de Cluster.
Por medio de éste método se buscéd detectar que tipo o combinacién de modelo de toma de
decisiones usan las grandes empresas de Barranquilla. Esto se logrd por medio de la divisién en
grupo de quienes asumen estas decisiones, tomando como referencia los criterios que estos
utilizan a la hora de actuar. Detectando de esta forma caracteristicas semejantes que permitan
generar o crear un modelo de decision particular.

En la investigacion se tuvieron en cuenta los criterios involucrados en cada uno de los diez
modelos de toma de decisiones citados anteriormente. Por ende, se adoptaron dichos criterios
como las variables de andlisis de este trabajo. Para este analisis se tendran en cuenta dos
situaciones debido a las medidas de agrupamiento o distincion utilizadas: 1) Se identificara el
grado de similitud entre los procesos de toma de decisiones y 2) grado de diferencia entre los
mismos. Para medir estos dos aspectos se tendrd en cuenta que entre mayor valor tenga, mayor
diferencia existird entre los elementos y entre menor valor tome, mayor similitud existira entre
ellos. Como la herramienta que se utilizo fue el SPSS, solo se citaran los aspectos relativos con la
operacion del “SPSS13.0 para windows. Lnk”.

RESULTADOS ENCONTRADOS A NIVEL DE LA PEQUENA Y MEDIANA EMPRESA
(PYME).

Los modelos de toma de decisiones de las PYMEs de Barranquilla se componen en su mayoria
por una serie de pasos a seguir que le indican al decisor como actuar de forma ordenada y
coherente en pro de tomar la decision que resulte mas favorable para la organizacion.

Por lo general, las empresas encuestadas no han recurrido al uso de modelos empresariales para la
toma de decisiones, sin embargo, es alto el numero de organizaciones que consideran que la
modelacion es un recurso que facilitaria este proceso haciéndolo mas rapido y efectivo.

Para solucionar problemas es necesario determinar y analizar las causas de éstos, de lo contrario
se podria convertir en una situacion repetitiva que obstruiria el optimo desempeiio de la empresa.

Algunas organizaciones, especialmente las de ambito familiar mantienen la creencia de que

unicamente el gerente es quien toma las decisiones, disminuyendo la participacion y, por ende, la
motivacion de los empleados, aumentando a su vez la probabilidad de decidir de forma
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incorrecta, debido a la existencia de un unico concepto, en este caso, el del gerente quien
dificilmente podra abarcar los problemas de todas las areas de la empresa.

En la mayoria de empresas encuestadas, segun los resultados obtenidos en la muestra, no existen
procesos estandarizados y escritos para tomar decisiones, mas bien el proceso a seguir depende de
los rasgos del decisor, por lo que es dificil que se pueda generar un modelo de simulacién que se
adapte a las caracteristicas de personalidad de cada uno de los que realiza este proceso dentro de
la organizacion.

Un paso necesario para lograr la implementaciéon de modelos de simulacion es lograr generar
formalmente procesos a seguir al momento de tomar decisiones, mas en el caso de aquellas
decisiones que pueden afectar altamente la estabilidad de la organizacion. Gran parte de las
empresas siguen procesos de toma de decisiones que consisten en analizar la situacion, estudiar
las alternativas, determinar el costo-beneficio y tomar la decisidon. Siendo notoria la falta de una
mayor precision y especificacion de procesos segliin cada area. Las empresas no estan presentando
procesos comunes para la toma de decisiones, cada una maneja los procesos de acuerdo a las
caracteristicas propias de la organizacion.

Finalmente, un porcentaje elevado de empresas encuestadas no tienen definidas las necesidades
de modelos de simulacion para la toma de decisiones, Podemos concluir con base en esto que las
empresas no manejan criterios definidos en la toma de decisiones, no tienen claridad en los
requerimientos de simulaciones, pero si se les brindara si los utilizarian.

Como el objetivo de este estudio era tratar de realizar una aproximacion del comportamiento de
las empresas en los procesos de toma de decisiones, podemos ver que si es necesario profundizar
en estos estudios y disefiar modelos acordes a las necesidades de los sectores y caracteristicas de
cada organizacion. Es de resaltar que estadisticamente bajo un 95% de confianza y un error del
11.12%, la muestra es representativa considerando una poblacion infinita lo cual nos permitiria
realizar las inferencias, pero consideramos que es importante profundizar mas y depurar un poco
la informacion recopilada antes de generalizar.

RESULTADOS RELACIONADOS CON LA GRAN EMPRESA.

En en desarrollo de la investigacion se observo que los modelos planteados en el marco de
referencia no son excluyentes, lo cual llevd a tratar de definir un modelo particular para las
grandes empresas de Barranquilla, lograndose definir dos modelos mediante el analisis de
conglomerados y analisis factorial denominados “Conglomerado Racional y Conglomerado
Pragmatico” El cumplimiento de las caracteristicas de cada modelo por parte de los dos grupos
generados por la técnica de conglomerados se resume en las siguientes tablas:
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Tabla # 1: Variable Modelo Teoérico / Modelo Conglomerado Racional

MODELO Caracteristicas | Caracteristicas Porcentaje
Modelo Grupo Cumplimiento
Racionalidad Econémica 7 5 71.42%
Racionalidad Limitada 7 4 57,14%
Comportamiento Organizacional 3 0 00.00%
Cubos de basura 5 0 00.00%
Kepner- Tregoe 4 0 00,00%
Minztber 6 2 33.33%
Racionalidad Politica 4 0 00.00%
Incrementalista 3 0 00.00%
Vroom — Yetton 4 1 25,00%
Auto. Organizacion 5 4 80.00%

Fuente: Autores con resultados de la encuesta

Se observa al analizar la tabla 25, que el modelo 1, definido como de conglomerado racional, se
aproxima en gran manera al modelo de racionalidad econdmica, mostrando de alguna manera que
los resultados obtenidos al aplicar, la anterior técnica estadistica, son muy similares a las
obtenidas por medio de la técnica de la Estadistica descriptiva.

Tabla # 2: Variable Modelo Teoérico /Modelo Conglomerado Pragmatico

MODELO Caracteristicas Caracteristicas Porcentaje
Modelo Grupo Cumplimiento
Racionalidad Econdmica 7 0 00.00%
Racionalidad Limitada 7 0 00.00%
Comportamiento Organizacional 3 1 33.33%
Cubos de basura 5 1 20.00%
Kepner- Tregoe 4 1 25.00%
Minztber 6 0 00.00%
Racionalidad Politica 4 0 00.00%
Incrementalista 3 0 00.00%
Vroom — Yetton 4 1 25.00%
Auto. organizacion 5 0 00.00%

Fuente: Autores con resultados de la encuesta

Con respecto a la tabla 24, se confirma que ningtn modelo es seguido de manera significativa por
los tomadores de decisiones y que mas bien, el modelo seguido por estos es una mezcla de los
modelos de: Comportamiento organizacional, Cubos de basura, Kepner-Tregoe y Vroom Yetton,
lo cual lo convierte en un modelo pragmatico.

El 41% de los encuestados no siguen ninguno de los modelos esbozados en el marco teorico, es
decir contestaron no en todas las variables de cada uno de los modelos.

El 41% de los que aplican algunas caracteristicas de los 10 modelos siguen el siguiente modelo:
Define y diagnostica; descubre las causas del problema; establece metas; busca la informacion
necesaria para la toma de decisiones; compara y analiza las soluciones alternativas; implementa la
solucion y hace seguimiento y control. Como se observa este es un modelo de caracter racional.

El 21% de los que aplican alguna de las variables siguen el siguiente modelo: pospone otros
problemas mas complicados que al momento no son tan importantes, escoge la primera
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alternativa que satisfaga los niveles de aspiracion, ya que no cuenta con suficiente informacion;
define politicas que lo llevan a alcanzar los logros y neutraliza las necesidades individuales de los
demas, con dadivas o cualquier otro medio para lograr la aceptacion y aprobacion de la solucion.
Este método es de tipo politico manipulador para aplicar ¢ implementar la soluciéon a la
alternativa seleccionada.

Los encuestados son personas con madurez profesional (14 a 16 afios de experiencia) y con
edades entre los 38 y 40 anos. Es importante mencionar que existe una gran cercania o similitud
entre el tiempo de experiencia de los profesionales y el tiempo de antigiiedad de la empresa en
donde laboran, el cual se encuentra entre los 11 a 18 afios. Es de resaltar que los tomadores de
decisiones adquirieron experiencia en otras empresas antes de llegar a la organizacién en donde
se encuentran actualmente, pero con menos de 10 afios. Entre el 60% y 78% de los encuestados
ocupan cargos de Gerente general o Jefe de Area en las empresas. En relacion con los
encuestados que ocupan la posicion de presidente, no cumplen con uno de los 10 modelos
definidos, pero cumplen algunas de las caracteristicas definidas en las mismas.

De manera mas especifica, en cuanto a la presencia de los modelos, se pudo concluir que:

Al tomar en cuenta el area funcional de las empresas, la forma de tomar las decisiones en cada
una de estas es mas o menos uniforme por modelo y area. Por ejemplo, el area de administracion
es la que sigue mas variedad de modelos (siete de los diez); el area de produccién se caracteriza
por seguir tres con mayor frecuencia, entre los cuales, el modelo racional econémico, se presenta
con mayor asiduidad, mientras que en las areas de Mercadeo y Recursos Humanos no predomina
ninguno de los 10 modelos.

Con respecto al sector econdmico, el sector manufacturero se caracteriza por presentar la mayor
frecuencia en todos los modelos, resaltandose el modelo Incrementalista, Cubos de basura y el de
Componente organizacional. En cuanto al sector comercial, se puede decir que los modelos mas
utilizados son el modelo de Mitzberg, el de Cubo de basura y Componente organizacional. Por
ultimo, en el sector servicios se halld que los modelos mas utilizados son: el modelo de
Racionalidad Positiva y Racionalidad Econémica.

Independientemente del modelo que se sigue en la toma de decisiones, se encontré que son de
vital importancia la “participaciéon” del conocimiento, seguido por la experiencia.

Los modelos de simulacion son poco utilizados (las personas que aplican el modelo de la
racionalidad politica son los que mas lo utilizan), asi como también el incrementalista y el de
Minztberg.

Las variables econdmicas, politicas y técnicas (en ese orden) son las que se tienen en cuenta para
la toma de decisiones, independientemente del sector econémico, modelos de toma de decision y
area funcional.

Los criterios mas utilizados para la toma de decisiones son: las leyes y decretos, anélisis de la
competencia, inflacién, DTF, devaluacion y decretos ambientales, los cuales se utilizan en ese
orden.
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RESUMEN

Este trabajo pretende demostrar la importancia que desde siempre ha tenido la Ergonomia, misma
que en los ultimos afios ha incrementado su impacto en el mundo de los negocios, dada su
relacion con los resultados de productividad y calidad, debido a que la carencia de su enfoque en
el disefio de las estaciones de trabajo incide en fatiga y por lo tanto afecta el rendimiento del
trabajador. Por ello el presente resalta la importancia de la ergonomia y se muestran resultados de
un estudio comparativo efectuado entre instalaciones de plantas maquiladoras y oficinas de
empresas de servicio; los cuales denotan que en Ensenada las empresas no le han dado la
importancia debida a la disciplina de la ergonomia, desconocen sus beneficios, asi mismo no se
cuida al factor humano, dada la excesiva oferta de trabajadores.

INTRODUCCION

El trabajador mexicano de acuerdo a lo estipulado por la Ley Federal del trabajo debe laborar una
jornada diaria de 8 horas, es decir un tercio del dia lo invierte en desempefar actividades
laborales, ello afecta su calidad de vida, la cual segin la Organizaciéon Mundial de Salud (OMS)
se define como la percepcion que tiene el individuo de su situacion de vida, dentro del contexto
cultural y de valores en los cuales vive y en relacion con sus objetivos, expectativas e intereses.
(OMS, 1994) Es decir, el salario percapita que percibe un trabajador incide en el nivel de calidad
de vida, al igual que las prestaciones sociales, y el ambiente donde se desenvuelve en lo personal
y laboral; todo incide en su comportamiento y rendimiento. Por ende y dado que los trabajadores
pasan por lo menos un 30% de su vida desempefiando tareas en los centros de trabajo; producto
de su trabajo obtienen el dinero con el cual adquieren sus bienes y los satisfactores basicos;
entonces, podemos decir, que la calidad de vida esta ligada a la calidad de vida laboral, y ésta
ultima depende en un alto grado, de la aplicacion de la Ergonomia, la seguridad e higiene de los
centros de trabajo, la motivacion y reconocimiento, estas tres areas de estudio inciden
directamente en la confianza, el sentido de pertenencia y el desempefio del trabajador.

ANTECEDENTES

La industrializacion en principio y posteriormente la era de los servicios, vinieron a crear un
nuevo ambiente laboral para el hombre, del cual se deriva la aplicacidon urgente de la ergonomia,
que busca encontrar la concordancia entre las posibilidades fisicas de las maquinas y las
propiedades psicofisiologicas del individuo. La ergonomia se desarrolld debido al interés
mostrado por un gran numero de profesionistas de diversas disciplinas permaneciendo todavia
como un campo de estudio multidisciplinario. Cruza los limites entre muchas disciplinas
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cientificas y profesionales, reune sus datos, sus hallazgos y los principios de cada una de ellas,
por ello se considera una disciplina integradora.

“La ergonomia es la disciplina cientifico técnica y de disefio que estudia integralmente al hombre
(o grupos de hombres) en su marco de actuacion relacionado con el manejo de equipos y
maquinas, dentro de un ambiente laboral especifico, y que busca la optimizacion de los sistemas
hombre-méquina-entorno, para lo cual elabora métodos de estudio del individuo, de la técnica y
de la organizacion del trabajo.” (Ramirez, 1991) La idea fundamental de la ergonomia es mejorar
el rendimiento del hombre en el trabajo, efectuando para ello un estudio profundo y detallado
sobre las caracteristicas, peculiaridades, necesidades y dificultades que presenta cada uno de los
elementos sensoriales del ser humano.

Ademés, la tecnologia moderna visualiza la integracion de los fundamentos tradicionales de la
técnica, a saber: productividad, fiabilidad y economia, con los indices de orden ergonomico y
ecologico que faciliten el bienestar y la seguridad del trabajador y de la organizaciéon empresarial
en el marco del desarrollo social. Por lo que, el trato ergondémico del bifactor hombre-maquina
incrementa la productividad, rendimiento, calidad, seguridad y bienestar del sistema como tal, en
un marco econdémico positivo. Para la ergonomia el medio ambiente de trabajo es uno de los
elementos fundamentales de clara incidencia en el comportamiento, el rendimiento y la
motivacion del trabajador, afectdndolo directamente en su salud, su desempefio y su comodidad.
El medio de trabajo es el resultado del clima laboral, de la tecnologia, de los medios y
procedimientos de trabajo y del entorno del puesto, en el cual confluyen una serie de condiciones
visibles que el trabajador no ve, pero percibe, siente y asimila o rechaza.

La disposicion fisica de los puestos de trabajo y de los componentes materiales, asi como la
ubicacion de servicios al personal y al publico no debe omitir la consideracion de aquellos
factores fisicos que contribuyen a la creacion de un ambiente de trabajo favorable. Bien
reconocido es que la productividad se reduce, debido entre otras cosas, a una iluminacion
incorrecta, coloracion inapropiada, ruidos excesivos, temperatura inadecuada, etc. Requisitos que
deben cumplirse para eliminar o disminuir, en lo posible, los efectos negativos provocados por
factores ambientales.

Razon por la cual, el ambiente de trabajo es factor esencial en el rendimiento humano. Este tiende
a deteriorarse a medida que transcurre el tiempo, unas veces como consecuencia de la fatiga fisica
y otras como resultado del aburrimiento y la falta de motivacion. Es necesario controlar que el
hombre no trabaje mas alla de sus limites de resistencia, y que las condiciones ambientales sean
adecuadas para evitar cansancio prematuro y fatiga crénica, producto de la convivencia del
trabajador entorno a problemas de eliminacion de temperatura, humedad, ruido y vibraciones,
iluminacion y fuerzas de aceleracion y desequilibrio. Por lo tanto se argumenta que la ergonomia
contribuye a la productividad y calidad del trabajo como disefiadora de las estaciones de trabajo y
del entorno en general de las plantas, cuidando los detalles a fin de obtener el ambiente propicio.
La normatividad ergondmica posee, una importancia trascendente para hacer calidad y obtener
productividad, debido a que sus normas se aplican y orientan al ser humano, a los materiales, a las
funciones, a la maquinaria y equipo y al medio ambiente laboral. (Llaneza, 2004)

METODOLOGIA
La manera natural de realizar los estudios ergondémicos es por medio de la observacion de las
instalaciones, razon por la cual se disefid un estudio observacional, transversal comparativo entre

una muestra de empresas de servicio y maquiladoras. Se utilizé un voltimetro de ergonomia para
cuantificar variables, el uso de instrumentos y listas de verificacion.
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RESULTADOS

La triada ergonomia-calidad-productividad, se vive diariamente al interior de las organizaciones,
son variables co-dependientes, que conjuntamente modeladas en sentido estratégico pueden
constituir una fortaleza; empero la carencia de una de ellas limita los resultados y a mediano
plazo se presentarian los costos ocultos motivados por su ausencia.

Entre los resultados mas sobresaliente se encuentran las malas posturas que adoptan los
trabajadores de ambos sectores, en gran medidad debido al inadecuado mobiliario y equipo con el
cual trabajan, la silla de trabajo suele ser uno de los elementos mas dafinos, cuyo disefio
inapropiado es causa frecuente de lumbalgias, mismas que al no atenderse van provocando
malformaciones y/o dafio en la columna vertebral, ello provocara la incapacidad del trabajador y
afectara el grado de riesgo de la empresa que incidira en el incremento de su prima de riesgo ante
el Instituto Mexicano del Seguro Social, incrementandose con ello los costos de operacion.

CONCLUSIONES

La ergonomia es una disciplina que puede apoyar a resolver los problemas de calidad y/o costos
en las organizaciones, ademas de favorecer el cuidado y proteccion del factor humano
empresarial. Es la estrategia clave para desarrollar productividad y poder responder
competitivamente a las demandas del mercado.
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RESUMEN

En el ambito de las empresas industriales es comin observar que se cuenta con tecnologia en
maquinaria, equipos y procesos que regularmente no se utilizan en toda su capacidad origina;
motivo por el cual es necesario investigar la posibilidad de utilizacion de esta tecnologia en el
incremento de los beneficios empresariales. En este trabajo se busca conocer el grado de
integracion tecnolégica en una empresa de servicios, con esta finalidad se hace un diagnostico
de la situacion actual de la empresa y posteriormente se desarrolla un modelo para conocer el
tipo de problemética que se tienen en la empresa mediante cuestionamientos simples que llevan a
la empresa a descubrir si los problemas planteados son de tipo administrativo o tecnoldgico, y
se proponen algunas recomendaciones como consecuencia del anélisis realizado a la misma.

INTRODUCCION

La tecnologia actual busca satisfacer las necesidades que se suscitan, principalmente, en la
economia de operacion, desde luego que las innovaciones agregadas a los procesos, equipos y
maquinaria son costosos. Renovar la tecnologia es una carga demasiado onerosa para las
empresas, especialmente para las micro, pequefias y medianas quienes se tienen que conformar
con hacer innovaciones a sus procesos agregando Unicamente aditamentos o equipos que en
algunos de los casos representa mas problemas que incremento en los beneficios esperados.

De acuerdo con un estudio realizado en la region Coérdoba-Orizaba respecto a la adquisicion de
tecnologia (Machorro, 1999), se observo que las empresas adquieren tecnologia sin estudios
previos, dando como resultado que las empresas gasten sus recursos financieros en comprar
tecnologias que no estan en la misma direccion de los objetivos empresariales. En este estudio se
propone estructurar un modelo que proporcione al empresario una guia de estudio para adquirir
tecnologia optimizando el uso de sus recursos financieros.

El alcance que este trabajo tiene en la sociedad de la region donde se desarrolle la investigacion
es, de gran importancia por los siguientes puntos:
e Al contar con un modelo de optimizacion de los recursos de aplicacion a la adquisicion
de tecnologia, las empresas podran obtener mayor margen en utilidades y
consecuentemente pagaran mas impuestos, los cuales al ser traducidos en servicios y
subsidios beneficia a la sociedad.
e Realizar estudios detallados para la compra de tecnologia permite la participacion de
egresados de las diferentes universidades obteniendo empleo adecuado a sus expectativas
de desarrollo profesional.

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 225



e Al tener fundamento técnico por parte de los empresarios en sus proyectos de inversion
dara mayor credibilidad y sustento para negociar créditos con las instituciones financieras
tanto privadas como gubernamentales.

En el entorno nacional se puede observar que las organizaciones se mueven hacia parametros
cada dia mas elevados de desempefio, esto obedece a un impulso generado por la globalizacion de
la economia, cuya apertura a la importacion y exportacion de bienes y servicios propicia en los
paises involucrados la necesidad de homogeneizar las caracteristicas de las organizaciones para
estandarizar los productos y poder ofrecerlo en cualquier parte del mundo con las mismas
caracteristicas, asi, los consumidores pueden obtener la misma satisfaccion al adquirir productos
provenientes de cualquier parte del mundo. Es asimismo, muy importante reflexionar acerca de la
obtencion de los beneficios, sin ellos las organizaciones no tienen motivo de realizar el esfuerzo
hacia el logro de la competitividad y permanecer en el mercado, entonces los empresarios buscan
eficientar el uso de los recursos disponibles para aplicar en sus procesos.

Son diversas las variables que influyen en la utilizaciéon racional y eficiente de los recursos entre
los que podemos mencionar; la explotacion de los materiales y materias primas, agua, generacion
de energia, y en general los recursos naturales que dependen de la situacion geografica de los
diferentes paises, sin embargo dos variables de gran influencia en la explotacion de los recursos
son; por un lado las tecnologias disponibles en el mundo y por el otro los recursos humanos,
ambos instrumentos son considerados como divergentes en los procesos productivos industriales,
ya que la automatizacion que en muchos de los casos implica los cambios tecnologicos lleva a la
reduccion de horas-hombre en las operaciones, engendrando despidos de trabajadores que a su
vez llena de recelo a los recursos humanos que permanecen en las organizaciones.

La transmision del conocimiento es considerado esencial a la tecnologia, y el conocimiento
explicito o codificable es apenas una de las formas que asume el conocimiento tecnoldgico, la
tecnologia resultante no solo invade toda la actividad industrial, sino también participa
profundamente en cualquier tipo de actividad humana en los diferentes campos de accion. El
hombre, moderno utiliza en su quehacer cotidiano casi sin percibir, una inmensa avalancha de
contribuciones de la tecnologia como el automovil, el reloj, el teléfono, las comunicaciones, entre
otros.....pero a pesar de que exista conocimiento que no pueda ser considerado conocimiento
tecnologico, la tecnologia es un determinado tipo de conocimiento que a pesar de su origen, se
utiliza en el sentido de transformar elementos materiales, materias primas, componentes, o
simbolos, datos, informacién, aplicados a bienes o servicios, modificando su naturaleza o sus
caracteristicas.

Aqui se define la tecnologia como algo mas que un conocimiento aplicado, se define como un
saber cientifico, como una hipdtesis comprobada empiricamente, tecnologia y Ciencia son
términos ligados y complementarios, la ciencia sirve de fundamento para la tecnologia, esta a su
vez aplica y genera nuevos interrogantes y necesidades. Lo anterior permite entender como la
tecnologia posibilita la adecuacidn del entorno, crea artefactos e instrumentos que nos dan mayor
capacidad de transformacion e innovacion, permite el progreso y el cambio, facilita el
aprendizaje, transforma las culturas, es decir, penetra en todos los sectores de la sociedad.

Para las empresas preocupadas por la mejora continua y obtencion de la maxima calidad en los
servicios ofrecidos, utilizar sus recursos al maximo para medir la eficiencia de las actividades
administrativas, asi como el estudio objetivo de situaciones problematicas que se presentan
durante la ejecucion de las funciones en las diversas areas de servicio, es su mayor prioridad, sin
embargo, no es posible realizar analisis técnicos debido a que comiinmente las empresas de
servicios no cuentan con sistemas o procedimientos de evaluacion, que permitan la deteccion e
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investigacion de problemas organizacionales, como es el caso de la empresa objeto de este
estudio.

OBJETIVO DEL ESTUDIO

Disefiar un modelo para la identificacion de problemas administrativos y/o tecnolégicos, en la
gerencia de la unidad deportiva en estudio de Cérdoba; que sirva como base para el andlisis,
planteamiento y clasificacion de una situacion problematica, y al mismo tiempo proponga
alternativas de solucion a dichas deficiencias.

PLANTEAMIENTO DEL PROBLEMA

La unidad deportiva en estudio, no cuenta con un sistema de investigacion administrativa, que
valore el manejo de los problemas empresariales y defina si se trata de una falla en los recursos
tecnologicos y/o administrativos; situacion que ha provocado deficiencias en la conduccion y
optimizacion de los recursos organizacionales.

Respecto al problema se plantean las siguientes hipotesis:

H1 “En la unidad deportiva en estudio no se analizan los problemas en aspectos tecnologicos o
administrativos”

H2 “Ignoran que la resolucion optima de problemas proporciona beneficios empresariales es
motivo de dejar de tener beneficios potenciales”

H3 “En la unidad deportiva en estudio no existe un modelo de identificacion de problemas
tecnologicos y/o administrativos, para diagnosticar, resolver y apoyar a la toma de decisiones en
la solucion de dificultades”

DESARROLLO DEL ESTUDIO

Con la finalidad de obtener datos para la elaboracion de un diagndstico preeliminar sobre la
situacion actual de la empresa objeto de este estudio, en relacion con el manejo e importancia que
existe entre las variables tecnologicas y el proceso administrativo, se seleccionaron criterios
tecnologicos primordiales para la organizacion, asi también se disefid una matriz que abarca los
aspectos de correlacion tecnologia-proceso-administrativo, para corroborar los puntos observados
se elaboraron cuestionarios adecuados para los casos en estudio.

Cuando se suscita una situacién u obstaculo que disminuye la productividad organizacional, se
dice que se tiene una situacién problematica, para su identificacion y solucidon precisa, es
recomendable primero establecer el tipo de problema que se trata mediante una clasificacion, por
lo que el siguiente diagrama ejemplifica los dos tipos de problemas organizacionales que
frecuentemente suelen presentarse:

Figura 1: Tipos de Problema Organizacionales

/ TecnOIégico

Administrativo

Problema
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Un problema tecnoldgico es aquel que se presenta cuando existe alguna deficiencia en el manejo
y control de los recursos que involucran directamente a la tecnologia, y puede tratarse de un
problema de innovacion o de adquisicion. Donde el problema de tipo administrativo, es aquel que
surge de la ineficiencia gerencial o la incorrecta ejecucion de los principios basicos del proceso
administrativo: planeacion, organizacion, direccion y control, los problemas de innovacion surgen
cuando bajo el pretexto de mejoras se hacen actividades ajenas al proposito que se persigue y
redesperdicia el tiempo y/o los recursos de la empresa, y en el caso particular de adquisicion
surgen diversas dificultades, entre otras; adquirir equipo o maquinaria en exceso a las
necesidades reales, que la adquisicion rebase las posibilidades de la empresa y no se aproveche al
las potencialidades de la inversion.

Tomando como base la clasificacion de problemas mencionada anteriormente y con la finalidad
de evaluar la manera en que se maneja un problema en la organizacion analizada, para este
trabajo se han definido los factores tecnoldgicos y administrativos, que sirven como parametros
de evaluacion en la investigacion; los cuales son:

Tabla 1: Factores de Evaluacion en Un Problema Determinado

Factores de evaluacion en un problema determinado

Tipo de factor

Tecnoldgico Administrativo
e Aplicacion y utilizacion de la tecnologia.
e Anadlisis y conocimiento de los beneficios que brinda la .,
. Planeacion
Problema tecnologia. .,
., . . . Organizacion
e Aplicacidon de recursos tecnoldgicos en la administracion. Direccion
e Administracion tecnoldgica de insumos.
N . - . Control
e Actualizacion o innovacion tecnologica.
e (Capacitacién a través de la tecnologia.
LA EMPRESA

La unidad deportiva en estudio es una Asociacion Civil que ha venido desarrollando su
administracion de manera empirica, a través de patrones, formatos y procedimientos que no se
han renovado, o ha incorporado nuevas herramientas administrativas que maximicen su
efectividad en el momento de aplicarlos. Esta circunstancia ha provocado un bajo desempeiio
gerencial, que se ve reflejado en el momento que ocurre una situacion conflictiva o problematica,
ya que se recurre al desarrollo de soluciones ineficaces para dichos problemas, mismos que en un
periodo de tiempo vuelven a presentarse. Se puede mencionar que en el momento que surge un
problema se desconoce su origen y posibles causas por lo que no se toman las medidas
preventivas ni correctivas adecuadas para solucionarlo, y se termina resolviéndolo de manera
experimental y a merced de los resultados que puedan darse, sin tener control sobre ello y sus
consecuencias.

Hasta el momento la unidad deportiva no cuenta con un modelo administrativo o procedimiento,
que permita detectar, analizar y determinar las causas y naturaleza de un problema especifico; y
ademas indique si se trata de un problema de indole administrativo o tecnoldgico asi como
también permita el desarrollo de propuestas e implantacion de soluciones.

Definicion de Causas, Efectos v Relaciones del Problema con Otras Areas de la Organizacion.
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Con base al analisis del problema planteado en la primera etapa, se llevo a cabo una reunion con
el personal del area y subgerente, en la cual se tuvo una lluvia de ideas para especificar las causas
y efectos potenciales de dicha situacion problematica; la informacion obtenida se agrupo en un
diagrama de causa-efecto para su mayor comprension, el diagrama cuenta con las siguientes
categorias: personal, métodos, equipo tecnoldgico, politicas. A través del diagrama puede
deducirse que las causas potenciales del problema son la falta de capacitaciéon y comunicacion
con la gerencia por parte de los empleados del area de control de acceso, asi como la falta de
controles y documentos que permitan manipular informacion actualizada, detallada y oportuna
cuando el socio pretenda ingresar a las instalaciones y verificar si puede hacerlo o, en caso
contrario, conocer el porqué y hacerlo del conocimiento de la persona con bases reales.

En cuanto a la relacion que existe entre el area critica con los otros departamentos, se tiene que
existe relacion directa con la subgerencia, ya que es ésta quién le proporciona la informacion
necesaria para el desarrollo de sus funciones.

TIPIFICACION DEL PROBLEMA
En esta etapa tomando los analisis realizados en las etapas anteriores, se llega a la conclusion que
el problema estudiado es de naturaleza administrativa- tecnoldgica, ya que involucra aspectos

relacionados con el personal, documentacion y el manejo ineficaz de la tecnologia disponible.

Analisis de los Recursos Administrativos y Diagndstico Preeliminar

Para obtener informacion confiable en cuanto al manejo de recursos tanto administrativos como
tecnologicos en el area critica, se disefid un cuestionario que permitio realizar la evaluacion, con
cuyo resultado se identifico de manera clara la ausencia de controles eficaces para el manejo de
informacion, ya que los controles actuales son obsoletos y han perdido su eficacia dado el
incremento en el volumen de informacion, ya que son alrededor de 850 socios y resulta imposible
mantener la informacion actualizada, sin olvidar la falta de capacitacion del empleado.

Andlisis de los Recursos Tecnoldgicos v Diagnodstico Preeliminar

En cuanto a los recursos tecnoldgicos en el area de control de acceso la situacion presenta en la
siguiente tabla:

Tabla 2: Recursos Tecnoldégicos Control de Acceso
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Recursos tecnologicos
Control de acceso

Elemento tecnolégico Componente Funcién

El equipo de computo y sistemas en la
subgerencia es obsoleto, por lo que es lento y
poco confiable ya que se producen perdidas de
informacion

No se tiene equipo y sistemas de computo para el
funcionamiento del area

Subgerencia
Equipo de coémputo

Control de acceso

No existen programas de capacitacion tecnologica
que permita al empleado conocer el

- funcionamiento de una computadora y las ventajas
de un sistema informatico para el manejo de
informacion.

Capacitacion
tecnologica

De acuerdo a la tabla anterior se diagnostica como factores determinantes la carencia de equipo y
sistemas de cOémputo y capacitacion tecnologica que propician la presencia del problema
organizacional.

PLANTEAMIENTO Y FACTIBILIDAD DE SOLUCIONES

Dadas las causas potenciales de dicho problema encontradas en el proceso de evaluacion, se tiene
el planteamiento de las siguientes propuestas de solucion:

e Desarrollar un programa de capacitacion para el personal del area de control de acceso,
que involucre la explicacion de sus funciones, derechos y obligaciones en la
organizacion.

e Disenar un programa de capacitacion tecnoldgica en el manejo de equipos y sistemas de
computo, como base para la optimizacion de sus funciones.

e Desarrollar un programa que permita mejorar la comunicacion empleado-subgerente para
el manejo y solucion de conflictos organizacionales.

e Diseflar un sistema de informacion computarizado que controle la informacion
relacionada con los socios desde sus datos generales hasta su historial y control de pagos,
para garantizar la confiabilidad de la informacion y el control de acceso a las
instalaciones.

En cuanto a la factibilidad de los programas administrativos, no se requiere destinar recursos
econdmicos para su creacion, ya que el subgerente puede disefarlos e implementarlos, al contar
con la informacioén administrativa (politicas, normas, procedimientos, definicion de puestos) para
su elaboracion y conocimiento del sistema..

Para realizar la propuesta referente al disefio de un sistema de informaciéon computarizado, dadas
las caracteristicas del equipo de computo utilizado en la subgerencia, se sugiere reemplazar el
equipo por uno del centro de computo de mayores prestaciones con mayor velocidad y capacidad
de almacenamiento para el desarrollo del sistema, ya que los equipos del centro de computo son
utilizados como equipos de consulta unicamente, por lo que puede darse un uso mas eficiente en
el area administrativa y no representa el reemplazo un problema. En el area de control de acceso
es importante asignar una computadora que mantenga la informacion sincronizada con la
subgerencia para evitar el descontrol en el acceso de los socios. Al contar con un encargado del
mantenimiento de los equipos de computo, esta persona serd la acreditada para capacitar al
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personal en el uso de equipos de computo, asi como el disefio del sistema, basandose en los
requerimientos estipulados por el subgerente.

IMPLEMENTACION DE SOLUCIONES

Se le presentaron las propuestas de mejora donde se incluyo el modelo a implantar para hacer el
analisis de la problematica, sin embargo para continuar con la investigacion e implementacion de
las propuestas de solucion y la evaluacion de resultados debe pasar por un proceso de aprobacion
por parte de la alta administracion de la empresa en estudio, debido a cambios de autoridades no
se dio autorizacion y este estudio llego tUnicamente hasta la etapa correspondiente al
planteamiento, redaccion y factibilidad de soluciones.

CONCLUSIONES

A través de la informacion generada en el marco teérico se manifiesta la importancia del proceso
administrativo y la administracion de la tecnologia en el desarrollo y desempefio 6ptimo de toda
organizacion, mediante la correlacion de ambos conceptos para incrementar la calidad y
competitividad en la ejecucion de las tareas en cada una de las areas funcionales que integran a la
empresa.

Con la aplicacion de los cuestionarios de diagnoéstico y el analisis de los factores administrativos,
tecnologicos y la evaluacion del manejo de los problemas laborales, a nivel gerencial y
subordinados, se obtuvieron resultados que dieron fundamentos para la realizacion de
conclusiones sobre el manejo y control de éstos parametros. En relaciéon con la evaluacion
tecnologica se concluye que la empresa desconoce los beneficios que la administracion
tecnologica brinda y por consiguiente no se apoya en la tecnologia para el control eficiente de los
recursos. En cuanto a la evaluacion de los factores administrativos, se encuentran como etapas
criticas las correspondientes a direccion y control, al existir lineas de comunicacion débiles entre
los empleados y los jefes y no contar con mecanismos efectivos para medir el desempefio
funcional.

Con base en al analisis correspondiente al seguimiento y solucion de problemas organizacionales,
se concluye que la organizacion no cuenta con un sistema especializado en la deteccion, analisis y
solucion de problemas, por lo que las soluciones que se dan a las situaciones problematicas no
son debidamente analizadas y objetivas dando lugar a su permanencia o reincidencia; por lo que
el modelo planteado en este trabajo servira como plataforma para el control y manejo eficiente de
los problemas administrativos y/o tecnologicos.
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OFERTEO CONSTANTE: FACTOR PRIMORDIAL
EN EL INCREMENTO DE LAS VENTAS EN
HIPERMERCADOS-TRES CASOS EN CIUDAD
JUAREZ, MEXICO

Jessica Xitlaly Vaal Alvarez, Universidad Autonoma de Ciudad Juarez
Carmen Patricia Jiménez Terrazas, Universidad Auténoma de Ciudad Juarez

ABSTRACT

La mercadotecnia nos ayuda a concebir e implementar la funcién comercial o la relacion de
intercambio entre dos o mas personas (Jacques, 2003) y el concepto de venta supone que es
preciso estimular a los consumidores para que compren, por lo que las empresas deberan utilizar
todo un arsenal de herramientas de venta y promocion para estimular mas compras.
(Santesmases et. al., 2003). La presente investigacion se centra en vincular las estrategias de
mercadotecnia de precios que utilizan tres de los hipermercados de Ciudad Juarez con el
aumento en las ventas. A través de este estudio, se pretende dar a conocer las diversas tacticas
que utilizan los hipermercados para acaparar mas clientes en base a su imagen, descuentos,
promociones, tipos de publicidad y otras actividades que ayuden a identificarlos de sus
competidores, con el prop6sito de incrementar sus utilidades.

INTRODUCCION

La mercadotecnia y las ventas, son temas que cuentan con cuerpos de literatura muy bastos y
ampliamente estudiados, sin embargo en este anteproyecto de investigacion se pretende encontrar
el vinculo que hay entre el aumento de las ventas y las estrategias de mercadotecnia, en tres
hipermercados de Ciudad Juarez que desde hace varios afios compiten de manera agresiva por
acaparar el mercado. Enfocar la investigacion en hipermercados y no en otro tipo de
establecimiento, se basa fundamentalmente en las caracteristicas que tienen.

El hipermercado es un establecimiento comercial de venta detallista en régimen de autoservicio
con un horario prolongado y un servicio reducido a los clientes (Mercado, 2000). Esta forma de
comercializar los productos nacié en Europa en 1960, cuando se abri6 el primer hipermercado en
el barrio parisino de Sainte Geneviéve des Bois (Essonne) por Carrefour en 1963 (Frye, 1982)

Los hipermercados ofrecen una amplia gama de productos y al igual que los supermercados,
contienen secciones de alimentacion, farmacia, perfumeria, ropa, zapatos y articulos para el
hogar, pero lo que los distingue de ellos, es que los hipermercados ademas de estas secciones,
también incluyen de papeleria, maquinaria, electronica, audio y video, electrodomésticos,
juguetes y textil. Otra diferencia con los supermercados, es su tamafio, pues se establecen en
superficies mayores a 2,500 m? y por poseer elementos de grandes almacenes o combinacion con
esta forma de tiendas. Habitualmente se situan a las afueras de las ciudades cerca de las vias de
gran transito circulatorio. Cuentan con estacionamiento para clientes y suelen complementar su
oferta con centros comerciales u otros grandes almacenes que suelen situarse en el entorno. Sus
grandes dimensiones y el hecho de situarse a las afueras reducen los costos operativos y de
instalacion lo que se supone determina un menor precio de los articulos y cuya politica de ventas
se basa en la técnica del descuento con precios y margenes reducidos, en la alta rotacion de sus
existencias y en la utilizacion continua de promociones y ofertas apoyadas en sofisticadas
técnicas de merchandising (Stanton et. al., 2004).
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Estos establecimientos estan catalogados como grandes superficies de alimentacion que dedican
cada vez mayor espacio a las secciones de no alimentaciéon. Trabajan con margenes muy
ajustados en lo que se refiere a productos de alimentacion, lo que supone una minimizacién de
costes y una gran rotacion de existencias para poder ser competitivo, actuando esta politica de
precios como gancho para que los consumidores vayan al establecimiento y compren, ademas,
otros productos con margenes mas altos en las secciones de no alimentacidn, lo cual equilibra el
margen global buscado y fomenta la formacion de una clientela fiel y asidua (Belch, 2005).

Actualmente en México existen aproximadamente unos 100,000 hipermercados distribuidos en
los treinta y dos estados de esta Republica, algunos ejemplos de estos son: en el estado de Sonora
35, entre los que se encuentran: Superval, Ley, Soriana, Wal-Mart, Vh, etc. En Sinaloa esta
Ley, Soriana, Wal-Mart, Mz, Comercial Mexicana. En la Ciudad de México se encuentran
conglomerados la mayoria de los hipermercados por ser la ciudad mas grande de la republica,
algunos son: Bodega Aurrera, Wal-mart, Soriana, Comercial Mexicana, etc.

El estado de Chihuahua (donde se ubica Ciudad Juarez) cuenta con una extensa gama de
hipermercados, entre los que se encuentran: Al super, Wal-Mart, Soriana y S-mart. En la tabla 1,
se desglosan la cantidad de establecimientos que tienen estos hipermercados en los diferentes
municipios del estado.

Tabla 1: Cantidad de Establecimiento que Tienen los Hipermercados

Municipio Establecimiento Cantidad Total

Chihuahua 2

Cuauhtemoc 2

Parral Soriana 1 17
Delicias 1

Ciudad Juarez 11

Chihuahua 2

Ciudad Juarez Wal-Mart 2 5
Delicias 1

Chlhuahua S-mart 4 23
Ciudad Juarez 19

Elaboracion propia sobre la cantidad de establecimientos por municipio, de tres de los hipermercados establecidos en el
estado de Chihuahua. Esta informacion obtenida en entrevistas al personal y publicaciones internas de estas empresas.
Por su confidencialidad, esta informacion se considera como datos no publicados

En Ciudad Juarez los tres hipermercados que luchan por acaparar la mayor parte del mercado
local son: Smart, Soriana y Walmart. Smart y Soriana se instalaron en la ciudad en 1989 y

actualmente cuentan con 19 y 11 establecimientos en la ciudad respectivamente. Walmart por su
parte se establecio en la ciudad en 1995 y cuenta con dos establecimientos hasta la fecha.

METODOLOGIA
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El problema central del presente anteproyecto de investigacion es vincular las estrategias de
mercadotecnia de precios que utilizan tres hipermercados de Ciudad Juarez con el aumento en las
ventas. Para desarrollarlo, el disefio de la investigacion sera no experimental de campo, con
enfoque mixto (cuantitativo y cualitativo), alcance descriptivo y correlacional y dimension
transversal. La poblacion en la que se enfoca son los hipermercados de Ciudad Juarez, en México
con una muestra de los tres hipermercados mas representativos de la localidad: Smart, Soriana y
Walmart. El muestreo serd no probabilistico del tipo de Muestra de Casos tipicos, la cual nos
permite llegar a aquellas organizaciones que poseen claramente la situacion que se desea analizar.
Los métodos para la recopilacion de la informacion de campo seran la observacion, cuestionarios
y entrevistas al personal directivo de las tiendas.

El anteproyecto maneja dos hipotesis de investigacion (1) El tipo de mercado al que se dirige el
hipermercado determina el tipo de publicidad y promociones que realiza y (2) el aumento de las
ventas, es proporcional a las estrategias de mercadotecnia de precios que utilizan los
hipermercados de Ciudad Juarez.

En la primera hipotesis se considera que es importante que los hipermercados identifiquen con
claridad el tipo y segmento de mercado hacia el que dirigen sus productos, ya que esta
informacion les ayuda a analizar el tipo de publicidad que sera la mas propicia y certera, que les
brinde la seguridad de que despiertan la inquietud del publico objetivo, asi como también las
promociones que motiven e influyan en la preferencia de este publico, arrojando como resultado
un alto indice de concurrencia y por consiguiente un gran volumen de venta, que les proporcione
utilidades. Se ha detectado a la fecha que las principales promociones que estos hipermercados
ofrecen a sus clientes, son: reduccidon de precios u ofertas, premios, cupones, muestras de
productos, concursos, sorteos, juegos, reembolso por el total de la compra y recompensas por
cliente frecuente (tarjeta de puntos), sin embargo no se detecta claramente si estas promociones
estan enfocadas a un tipo de mercado en particular o son solo promociones hacia el publico en
general para atraer su atencion.

La segunda hipdtesis considera que actualmente existe una lucha constante por ser el mejor ante
los ojos de los clientes, por lo que estos hipermercados desarrollan diversas tacticas que les
permite presentar a sus clientes un panorama tentador que satisfaga sus expectativas, que los
incite a decidirse a comprar en sus tiendas al tiempo que les ofrecen algo mejor que sus
competidores. Considerando esta y otras tacticas, se intenta vincular a las estrategias de
mercadotecnia de precios, con el aumento de las ventas.

CONCLUSIONES

El presente anteproyecto pretende vincular las estrategias de mercadotecnia de precios que
utilizan los hipermercados de Ciudad Juarez con el aumento en las ventas, intentando determinar
en el caso de las estrategias de mercadotecnia si la difusion de su imagen, tipo de promociones o
incentivos que ofrecen a sus clientes (premios, cupones, concursos, reembolsos, etc.), ofertas que
utilizan (reduccion de precios, 2 x 1, etc.) articulos en que aplican las ofertas (departamento de
perfumeria, electronica, blancos, etc.), asi como ofrecer marcas reconocidas y propias, son
algunas de las estrategias que despiertan el interés del cliente, por lo que al ir indagando si estas
estrategias escogidas por los hipermercados son las que les permiten incrementar sus ventas y
determinar su relacion, son las adecuadas para su tipo y segmento de mercado. Por otro lado, la
misma investigacion nos permitira determinar el segmento de mercado que acude con mas
frecuencia a estos hipermercados y por consiguiente el nivel adquisitivo que manejan, asi como
determinar el nimero promedio de personas que asistente a éstos, y examinar si estos factores
contribuyen a elevar las utilidades de los mismos.
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Es necesario mencionar que los hipermercados como parte de su preocupacion por obtener mas
ingresos, también se interesan porque sus clientes se sientan motivados desde el momento en que
ingresan a sus instalaciones, cuidando detalles como es el tipo de musica que consideran mas
adecuada, los colores que utilizan para armonizar el ambiente, la cantidad de publicidad que se
manejara en los anaqueles para atraer la mirada y atencion hacia estos, haciéndoles saber de
antemano que se preocupan por su bienestar y resaltando lo que los diferencia de sus
competidores.

Finalmente, para determinar la vinculacién de las estrategias de mercadotecnia de precios con el
aumento en las ventas es necesario continuar la presente investigacion en el campo, asi como
también sera necesario realizar futuras investigaciones de tipo empirico que prueben la
confiabilidad y validez de los resultados.
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LAS DIFERENCIAS CULTURALES Y SU IMPACTO
EN EL DISENO DE PROGRAMAS DE
MOTIVACION LABORAL

Josefa Melgar Bayardo, Universidad Autonoma de Ciudad Juarez
ABSTRACT

Uno de los grandes retos de un administrador de recursos humanos es lograr mantener un nivel
de motivacion 6ptimo en los empleados que tenga impacto positivo en el desempefio de su
trabajo, que es lo que permitird alcanzar los objetivos tanto personales como organizacionales,
por tanto, es importante identificar las necesidades de los empleados considerando los aspectos
culturales al momento de disefiar los programas de motivacion laboral. EIl presente trabajo
pretende, a partir de una revision de literatura, identificar la importancia de las diferencias
culturales al momento de disefiar programas de motivacién laboral, asi mismo, observar qué
teorias de motivacion se rescatan en los diferentes trabajos para el estudio de este tema.

INTRODUCCION

Saber qué motiva a los empleados es complicado debido a que los estimulos tienen diferentes
efectos de persona a persona, aun tratindose de la misma cultura. El problema se complica aun
mas cuando se trata de adoptar programas de motivacion laboral que han sido probados en
culturas distintas; por ello, es necesario tomar en cuenta la realidad cultural de la region en la que
se quiere implantar dicho programa; es decir, los métodos para distribuir los estimulos que lleven
a motivar a los empleados, deben depender de los aspectos culturales en los que se ven
involucrados los trabajadores (Leung, 1997).

REVISION DE LITERATURA

El término motivacion laboral, definido por (Robbins, 2002) como “La disposicién de emplear
grandes niveles de esfuerzo para alcanzar las metas organizacionales, a condicion de que el
esfuerzo satisfaga alguna necesidad individual” , surge en Europa, en el afio de 1700, cuando los
antiguos talleres de artesanos se convirtieron en fabricas, lugar en donde los trabajadores
ocupaban su tiempo operando maquinas. El alto nimero de empleados origind problemas de
comunicacion entre los trabajadores y el patron, lo que tuvo sus efectos directamente en la
productividad por la falta de interés y la serie de conflictos que se presentaban entre los
trabajadores (Aceves, 2000).

La época fructifera para el desarrollo del concepto motivacion fue la década de los cincuenta, ya
que se formularon principalmente tres teorias especificas las cuales siguen siendo consideradas
como validas: la teoria de jerarquizacion de necesidades de Maslow, la teoria de motivacion-
higiene de Frederick Herzberg y a Douglas McGregor con la Teoria X y Y. (Robbins, 1996).

En la teoria de Frederick Herzberg se identifican dos factores: Los de higiene y los motivadores:
En los primeros se pueden encontrar elementos tales como supervision, relaciones
interpersonales, condiciones fisicas del trabajo, salarios, politicas y practicas administrativas,
prestaciones y seguridad en el trabajo; mientras que en los segundos se incluye el logro, el
reconocimiento a los logros, el trabajo interesantes, mayor responsabilidad del puesto,
oportunidades de crecimiento y progreso. Segun Herzberg, éstos ultimos son los que conducen a
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un mejor desempefio, pues los primeros unicamente actiian como neutralizadores, sin embargo, su
ausencia provoca insatisfaccion (Wren y Greenwood, 1999).

Un empleado que labora en un ambiente agradable desarrolla mejor su trabajo, asi mismo,
alguien que tiene una alta satisfaccion laboral, puede involucrase en la solucion de problemas
tanto con su supervisor como con sus compafieros de trabajo, y sugerir soluciones, ademas de
influir positivamente en la lealtad asi como disminuir la rotacion de personal y la negligencia
(Thomas, 2002), por lo tanto, “...es importante reconocer como prioridad el establecer sistemas
formales de motivacion, ya que las empresas que logren crear las condiciones para que cada uno
de los empleados realice su trabajo con la mayor eficiencia posible, gozaran de ventajas evidentes
frente a sus competidores” (Gellerman, 1992). Esto sirve de base para lograr las metas
establecidas en cuestion de la ejecucion del trabajo y de altos niveles de productividad, pues el
éxito de las empresas dependera en gran medida del valor del capital humano. Segun (Gémez-
Mejia, 2001), son dos los factores importantes que afectan a la productividad individual:
capacidad y motivacion. Aunque por otro lado, (Mill, 2001) sefiala que una adecuada
comunicacioén, un efectivo reconocimiento y el entrenamiento oportuno permitird que los
empleados logren mayor productividad,

Thomas (2002) manifiesta que es de particular importancia considerar las dimensiones culturales
tanto verticales (inequidad) como horizontales (enfatiza que las personas pueden ser similares en
muchos de sus atributos, principalmente en cuanto al status social) para poder entender la relacion
entre los trabajadores y la organizacion. Considerar entonces las necesidades de los trabajadores
tomando en cuenta las caracteristicas propias de la cultura, ayudara a obtener mejores resultados
en la implantacion de programas de motivacion laboral; por ejemplo, se debe tomar en cuenta si
como parte de la cultura se tiende hacia el colectivismo o hacia el individualismo, pues segiin
(Earley y Gibson, 1998), el individualismo y el colectivismo son quiza las dimensiones mas utiles
y de mayor alcance de la diversidad cultural al momento de explicar el comportamiento social.
En sistemas de Estados Unidos se da mayor énfasis a los logros individuales, se valoran la
competencia y el logro de metas personales, y por lo tanto, se opta por contar con sistemas de
motivacion en donde se reconozcan las contribuciones individuales (Fan, 2004).

En culturas més colectivistas, en donde se asume que el éxito estd basado principalmente en el
trabajo en equipo, se tiende mas por la cooperacion, la interdependencia y las metas grupales
(Aguinis, 2002), por lo que los programas de motivacion deben ser disefiados atendiendo el
principio de igualdad. (Aguinis, 2002). Xu (2003) encontrd que la relacion positiva entre las
caracteristicas intrinsecas del trabajo y la satisfaccion laboral es mas fuerte en paises
individualistas y mas débil en paises colectivistas; también comprobd que esta relacion es mas
fuerte en paises con alta seguridad social y con una distancia mas corta del poder.

Peterson (2003) relaciona la motivacion intrinseca a la socializacion, que considera valores y
normas sociales, tomando en cuenta principios de la motivacion intrinseca, la teoria cognoscitiva
de la evaluacién y la teoria de las caracteristicas del trabajo, en donde se sugiere que la aceptacion
individual de valores y normas apoyan el comportamiento proactivo en el trabajo, lo que
contribuye a la motivacion intrinseca, por lo que la motivacidn intrinseca depende no solamente
de las cualidades naturales comunes de los individuos sino también de la socializacion en los
aspectos culturales. Kanungo (1983) se dio a la tarea de realizar un estudio en cuatro paises:
Canada, Francia, Japon y Reino Unido, en donde identifico patrones significativamente diferentes
en la orientacion hacia el trabajo y la satisfaccion laboral entre gerentes de estos paises,
encontrando que los gerentes franceses tienen un nivel mas alto de satisfaccion en su trabajo que
los britanicos. También identific diferencias significativas con respecto a la percepcion de la
importancia de los resultados en el trabajo, asi, los britanicos parecen dar mayor importancia al
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logro individual y al alcance de metas que los franceses. En un estudio realizado por (Tang y
Hamid, 1998) con empleados publicos de dos organizaciones, una de Estados Unidos y la otra de
Egipto y Arabia Saudita, encontraron que, en los tres paises, la satisfaccion laboral intrinseca esta
positivamente relacionada con el altruismo, mientras que la satisfaccion laboral extrinseca se
relaciona negativamente con el altruismo.

Money y Graham (1999) concluy6 que los componentes de la satisfaccion laboral son diferentes
entre los estadounidenses y los japoneses; la satisfaccion con el pago es mas fuerte en Estados
Unidos, mientras que la promociéon no es relevante. En japonés, por otra parte, manifesto
satisfaccion con los compafieros de trabajo, la felicidad con el trabajo. Lo anterior es reforzado
por (Kondo, 1987) al decir que en Japdn, el valor del dinero como incentivo ha disminuido
considerablemente su eficacia, obligando a las empresas a buscar otras maneras de mejorar
productividad y calidad.

Crabbs (1973) traté de dar respuesta a la pregunta ;jla motivaciéon laboral en la Republica de
Panamé es diferente a la de Estados Unidos?, para lo cual realizd6 un estudio comparativo
considerando variables de satisfaccion en el trabajo asociadas con factores de higiene;
encontrando que los ciudadanos de Estados Unidos muestran un grado de satisfaccion menor que
los de la Republica de Panama (19.3% contra 68%.7%), los resultados fueron obtenidos con la
respuesta a un cuestionario aplicado a los empleados de estas dos nacionalidades.

Por otro lado, Eskildsen et al (2004) demostraron en un estudio realizado en paises nordicos, que
los trabajadores daneses tienen un nivel de satisfaccion mas alto que en otros paises nordicos. En
este estudio también se presentaron hipotesis relacionadas con el género, tamafio de la empresa,
edad, nivel de educacion de los empleados, entre otras. Mientras que Poza (2000), analizando un
total de 15,324 empleados en 21 paises nérdicos, Dinamarca obtuvo el primer lugar en
satisfaccion laboral, Suecia el lugar nimero 9 y Noruega fue ubicado en el décimo lugar.

CONCLUSIONES

Saber qué motiva a los empleados atendiendo las caracteristicas tanto individuales como grupales
es una tarea dificil que los encargados de manejar los recursos humanos tienen qué enfrentar dia
con dia, pues la motivacion debe ser una actividad permanente si se quieren alcanzar los objetivos
planteados. Los estimulos tienen diferente impacto de persona a persona, por lo que es necesario
conocer las necesidades de los trabajos para ayudarlos a satisfacerlas y de esa manera lograr un
mayor nivel de motivacion que se vea reflejado en el desempefio de su trabajo.

Considerar los aspectos culturales al momento de disenar programas de motivacion laboral en las
empresas es elemental para el logro de objetivos organizacionales, no es posible tratar de
implantar un sistema que posiblemente ha sido probado en otra realidad cultural. Las estrategias a
utilizar para motivar van a depender de caracteristicas tanto grupales como individuales, pues en
la revision de literatura realizada para este trabajo, se ha encontrado, por ejemplo, que los
distintos paises analizados tienen diferente nivel de satisfaccion laboral, que es la variable en la
que se han localizado mas investigaciones.
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ABSTRACT

Este trabajo de investigacion esta orientado al desarrollo de un modelo para la evaluacién de
proyectos de inversidn tecnoldgica en las empresas del sector de Telecomunicaciones. Aportando
un cambio novedoso a los tradicionales métodos de evaluacion de proyectos, ya que introduce
un modelo integral para evaluacion cuantitativa de criterios cualitativos de reconocida
importancia, pero poco investigados, tales como: Calidad, Know How, Diversificacion,
Innovacion y Reposicién. Asi como la inclusién de analisis financieros que ofrecen una
simulacion de rentabilidad y riesgo. Presenta numéricamente el peso o grado de importancia de
cada uno de los criterios anteriormente mencionados en el sector, datos obtenidos mediante
encuestas y entrevistas a directivos de las empresas de Telecomunicaciones mas importantes, asi
como sistemas de calculos internos para la evaluacién de estos criterios en cada alternativa de
inversion.

INTRODUCCION

El proceso de evaluacion de proyectos en inversiones tecnologicas en las empresas de
telecomunicaciones en Barranquilla se realiza fundamentalmente con base en la experiencia del
decisor, y en un sencillo analisis de proyecciones de rentabilidad con criterios muy conocidos
como TIR y VPN. Pero el andlisis financiero no constituye un estudio completo de las bondades
de la inversion a realizar, ya que el servicio de telecomunicaciones tiene caracteristicas propias
muy esenciales que deben tenerse presente en el momento de analizar las alternativas de
inversion, como pueden ser criterios de cobertura, calidad, innovacion, diversificacion, etc; lo
cual requiere un mayor nivel de conciencia y estudio para enfocarse a la mejor alternativa.

El modelo generado en esta investigacion es ttil para la formacion de directivos en el sector, ya
que establece con detalle los principales factores que deben ser analizados constantemente, asi
como un nivel de importancia para cada uno de ellos. De la misma manera; los ejecutivos nuevos
en el sector encontraran un gran apoyo en este modelo, ya que proporciona un solido soporte en el
proceso de toma de toma de decisiones.

MARCO CONCEPTUAL
El modelo propuesto en este documento se fundamenta en el modelo teorico de Kepner y Tregoe,

el cual enuncia: El proceso de toma de decisiones es una forma sistematica de unir los hechos y la
experiencia, a fin de lograr un mejor juicio de parte del directivo. Segun Charles Kepner y
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Benjamin Tregoe, cualquier proceso de toma de decision debera desarrollarse sistematicamente
siguiendo los siete conceptos basicos siguientes: Establecer objetivos frente a los cuales elegir,
clasificar los objetivos de acuerdo a su importancia, desarrollar alternativas entre las cuales
escoger, evaluar las alternativas frente a los objetivos a fin de hacer una eleccion, eleccion de la
mejor alternativa como decision tentativa, Evaluar las consecuencias adversas de la decision
tentativa, controlar los efectos de la decision final mediante la prevencion de las consecuencias y
una adecuada vigilancia.

MODELO PROPUESTO PARA TOMA DE DECISIONES

El modelo propuesto parte de un estudio 1dgico del enfoque del proyecto de inversion hacia la
Mision Empresarial. Este analisis comprende dos posibles resultados internos, SI y NO, lo que
conlleva a la opcion de continuar con el estudio del proyecto o su completa nulidad. La toma de
decisiones debe estar primordialmente enfocada a proyectos que ayuden a encaminar el rumbo de
la empresa hacia la MISION establecida por la Gerencia, lo cual se puede establecer como el
primer objetivo obligatorio de los proyectos de inversion. Los objetivos deseados se establecen
con base a las siguientes variables: Rentabilidad (VPN, TIR); Riesgo (No. VPN negativos/ No.
VPN TOTALES); Know How; Tendencias de Inversion; Poder de proveedores; Mejoras de
calidad; Diversificacion e Innovacion. Se asigna un peso o ponderacion a cada variable de
acuerdo a su grado de influencia en la decision final. La calificacion de cada alternativa de
decision viene dada por la ecuacion 1:

Opciodn = RENTnN x pesol - RIESGOn x peso3 + KNOW HOWn x peso4 + @
TEND INVn x peso5 + CALIDAD n x peso6 + P. PROVn x peso7+. . . .

Donde n representa el numero de cada alternativa de inversion y Pesoi representa la importancia
asignada por el decisor a cada una de las variables definidas. La alternativa que obtenga la mayor
calificacion sera la sugerida por el modelo

PRIMERA PARTE DEL MODELO: MODELACION DE RENTABILIDAD Y RIESGO.

Para iniciar la operacion del modelo se requiere que el administrador suministre la siguiente
informacioén: Inversion Fija, Inversion Diferida, Financiacion, Numero de Productos, Niimero de
Unidades, Costos, Precio de Venta,

DEFINICION DE LAS VARIABLES ALEATORIAS

Como se desea generar una gran cantidad de escenarios se seleccion6 un tipo de distribucion
continua para modelar la aleatoriedad en aquellas actividades o eventos en los cuales los valores
de las variables pueden estar dentro de un rango de valores reales. Las variables criticas para
representacion de ingresos y gastos que se establecen como aleatorias para la modelacion del
sistema, y que son criticas para el desarrollo y resultados de los flujos de caja se muestran a
continuacion

Las variable aleatorias para los ingresos son:: nimero de unidades iniciales de cada producto (u),
incremento en numero de unidades (Au), precio inicial de cada producto (P), incremento en el
precio inicial de cada producto (AP). Los ingresos de cada producto son calculados mediante la
siguiente ecuacion 2:
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I =ui*Pi*[(1+ Au)(1+ AP)]" (y-1) 2)
Donde:
i= Numero de producto
y= Numero de afio
Los ingresos totales de cada periodo estan representados por :
U
IT=XY1T 3)
i=1
Donde U es el nimero total de productos del proyecto.

Se definieron como variables aleatorias de egreso :Costo de Insumos iniciales (cv), Incremento en
costos insumos (Acv), Mano de obra inicial (0),Incremento en mano de obra (Ao), Costos
indirectos del servicio (cis) y Incrementos en costos indirectos del servicio (Acis)

Los costos de cada producto son calculados mediante la siguiente ecuacion:

C = cvi*(1+ Acv)” (y-1) + 0i*(1+ Ao)" (y-1) + cisi*(1+ Acis)™ (y-1) 4)
Donde:

i= Numero de producto

y= Numero de afio

Los costos totales de cada periodo estan representados por:
U

CT=YCi (5)
i=1

Donde U es el nimero total de productos del proyecto.

Tanto el ingreso total de la empresa como el egreso total, viene dado por la convolucion de las
variables antes mencionadas. Las variaciones en el precio, numero de unidades, insumos y mano
de obra; van a demarcar el rango de utilidades que arroja cada alternativa de inversion.
Apoyandose en el teorema del limite central se puede atribuir una generacion de valores
aleatorios distribuidos normalmente para cada variable segtn la ecuacion mencionada en el marco
de referencia:

12
Ni=[Zri—6 Jot+ (6)
I=1
Donde u es la media de la variable que proporciona el decisor, y oes la desviacion de la media
central que es definida por el decisor utilizando para esto como referente su conocimiento sobre
el producto, el servicio y el sector.

En la figura siguiente se muestra la forma como el software generado para este proyecto, calcula
los valores aleatorios para cada producto o servicio:

Tabla 1: Ingresos en el Modelo
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INGRESOS

PAUTA VTR ESTUDIO GRABACION
Numero de Unidades Iniciales 54,98434 52,4805214 54,931957 44,7126751
Media 50 60 50 50
Desv uds 5 6 7 9
Precio Inicial 104,3256 102,6847 101,358 104,369
Media 100 100 100 100
Desv Precio 10 9 8 5
Incremento Estimado en Precio 0,05704878
Media 6%
Desv P Incre 0,50%
Incremento Estimado en Unidades 0,05770996
Media 6%
Desv uds incre 0,50%

El valor generado para “Numero de Unidades Iniciales” va a estar dado segtin la ecuacion 7 de la
siguiente forma:
Unidades Iniciales = (Media) + (Desvuds) * (ALEATORIO() + ALEATORIO() +
ALEATORIO() + ALEATORIO() + ALEATORIO() + @)
ALEATORIO() + ALEATORIO() + ALEATORIO() +
ALEATORIO() + ALEATORIO() + ALEATORIO() +
ALEATORIO() - 6)

De la misma manera se calculan las variables “precio Inicial”, “Incremento Estimado en precio” e
“Incremento estimado en Unidades”. Los ingresos totales de cada periodo van a estar calculados
segun las ecuaciones 1y 2.

El valor generado para “Materia Prima Inicial” va a estar dado segun la ecuacion 8 de la siguiente
forma:
Materia Prima Inicial = (Media) + (Desv) * (ALEATORIO() + ALEATORIO() +
ALEATORIO() + ALEATORIO() + ALEATORIO() +
ALEATORIO() + ALEATORIO() + ALEATORIO() + (8)
ALEATORIO() + ALEATORIO() + ALEATORIO() +
ALEATORIO() - 6)

De la misma manera para las variables “Mano de obra Inicial”, “CIF Inicial”, “Incremento
Estimado en Materia Prima” , “Incremento estimado en Mano de Obra, e “Incremento Estimado
en CIF”. Los egresos totales de cada periodo van a estar calculados segtn las ecuaciones 3 y 4.
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SIMULACION DEL PROYECTO DE INVERSION

El flujo de caja se realiza con cada lectura de los valores aleatorios generados mediante el criterio
de distribucion normal, y los establecidos como fijos por su poco impacto o previsible variacion.
El ntimero de ciclos de flujos de caja va ser determinado por el criterio de simulaciéon normal que
se estudiara mas adelante. En el desarrollo del modelo se utiliz6 el criterio de flujo de caja libre.

El rubro de Depreciacion, incluye todos los valores solicitados por el software al decisor en el
detalle de la inversion total inicial, e incluye: Maquinarias, Edificaciones, Vehiculos, Equipos de
computo y Muebles y equipos de oficina, como estos valores son altamente previsibles no se
introducen en el calculo de variables aleatorias.

ANALISIS DE LA RENTABILIDAD

El Costo de Capital (CK) es evaluado por la ponderacion de los costos de cada fuente de
financiacion de la empresa, es decir pasivos y patrimonio. En el caso del patrimonio, esta
representado por el Costo de Oportunidad del inversionista; mientras que en los pasivos esté
representado por las tasas de financiacion de las deudas adquiridas por la empresa. La
rentabilidad marginal se calcula dividiendo el incremento de UODI entre el incremento de los
activos netos de operacidon, como se plantea en la siguiente ecuacion:

Rentabilidad Marginal = A UODI / A ANO )
Donde ANO = Activos Netos de Operacion.

Con miras a evitar las distorsiones que puede generar la Tasa Interna de retorno en la evaluacion
de factibilidad de oportunidades de inversion, en el proyecto se decidio trabajar con la TASA
INTERNA DE RETORNO MODIFICADA (TIRM), la cual plantea que los flujos netos de cada
periodo deben ser proyectados hasta el ultimo periodo de consideracion de la inversion, al costo
de capital de la empresa. Posteriormente se calcula la TIR con dos unicos valores, la inversion
inicial y la totalidad de flujos proyectados en el ultimo periodo, todos los valores de flujos
intermedios son tomados como nulos.

Rentabilidad = TIRM — CK )

El inversionista puede incorporar el CK como una entrada al software que ejecuta el modelo
planteado en este proyecto, o permitir que el sistema calcule el minimo costo de patrimonio
establecido en el sector de las Telecomunicaciones para su empresa en particular. Segun el Dr.
Robert Hamada, el costo del patrimonio queda definido por :

Ke= KL + Rm*Bs*(1+ (1-t)D/P) + RP (10)
Para el caso de las empresas de telecomunicaciones de Barranquilla se tiene que:

KL = Rentabilidad libre del riesgo del mercado = 7.5%
Rm Premio por riesgo del mercado = 6.07%

Bs = Beta del sector = 1.73%
D/P = Relacion Deuda/Patrimonio en la inversion
RP = Factor riesgo pais. En el caso de Colombia es 5.84%
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Kel =7.5%+ (6.07)(1.73)(1+ 0.615(D/P)) + 5.84% Expresada en Ddlares Corrientes

Ke2 (en Doélares Constantes) = 1+ Kel - 1 (11)
1+1. Ext

Donde, 1. Ext = Inflacion Americana = 3.3% en 2005
Ke (pesos) = (1+Ke2)/(1+1. Int)-1 (12)
Donde, 1. Int = Inflacion Colombiana = 5.4 % en 2005

CK = [Ke *(P) + Kd * (D)]J/(D + P) (13)

Donde Kd = Tasa de Financiacion de la deuda
La rentabilidad queda expresada como
R=TIRM - CK (14)

Debido a la naturaleza probabilistica de los sistemas donde se utiliza la simulacion, se hace
imprescindible crear modelos cuyos resultados sean estadisticamente iguales a los sistemas reales.
Uno de los factores que afectan en forma directa esos resultados es el tamafio de la corrida de
simulaciéon o bien el nimero de corridas de simulacidon realizadas para encontrar resultados
confiables. Al realizar una corrida de simulacién, el resultado promedio de las variables del
sistema tienen un periodo de inestabilidad y, conforme transcurre el tiempo, esas variables
tienden a un estado estable y es entonces cuando Los valores de las variables de respuesta son
confiables. Mediante la aplicacion de la ecuacion planteada por Azarang:

N =oc%(Za/2) 2 (15)
kZ
donde:

Z = estadistico normal estandar para cierta o

K = desviacion absoluta maxima permitida sobre la media de la distribucion a
simular.

c? = Varianza de la distribucion a simular.

El valor de Za/2 se obtiene de la tabla de distribucion normal acumulada, donde se observa que
para una confiabilidad del 95%, se establece una Za/2 = 1.96.

Si se plantea establecer un error maximo permisible de K = 5%
N=6%(1.96)2/(0.05)2 = 1536* o> simulaciones

Este célculo del nimero de simulaciones 6ptimo no asegura del todo que se cumpla con las
condiciones de estabilidad.

ANALISIS DE RIESGO
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Se define el Riesgo como la probabilidad de encontrar VPN de valores negativos entre los
calculados en cada iteracion, es decir:

Riesgo = No VPN <0/No VPN (16)

Se sigue el siguientes procedimiento para el calculo de RIESGO: Se fija una varianza y una
media en las cifras de ventas y costos, se establecen variaciones aleatorias en estos valores
siguiendo una distribucion normal. se calculan los diferentes valores de VPN, para estas entradas
aleatorias. Un numero superior a 1536*c?, se grafican y calculan las distribuciones acumuladas
de los diferentes valores de VPN. y por ultimo se calcula el valor del riesgo mediante la ecuacion
mencionada. En la figura siguiente se muestra la distribucién acumulada de los valores VPN para
la poblacion seleccionada, generando los valores aleatorios mediante una distribucion normal

En la grafica anterior se puede observar la distribucion normal de los diferentes VPN asociados
por numeros aleatorios centrados en un valor medio, para ventas, costos, unidades y precios.

EVALUACION DE FACTORES CUALITATIVOS

Los resultados obtenidos de la aplicacion de una encuesta aplicada a los gerentes financieros de
las empresas de telecomunicaciones de Barranquilla se resumen en la siguiente tabla:

Tabla # 5: Grado de importancia de Diferentes Variables en la Toma de Decisiones

EMPRESA COMUNICACION CERRADA EMPRESA COMUNICACION ABIERTA

VARIABLE PRIVADA(%) PUBLICA(%) PRIVADA(%) PUBLICA(%)
Rentabilidad 31.25 31.25 31.25 31.25
Riesgo 15.00 0.00 15.00 0.00
Know How 13.33 0.00 0.00 0.00
Calidad 10.00 23.33 23.33 23.33
Innovacion 13.75 0.00 13.75 0.00
Diversificacion 15,62 15.62 15.62 15.62
Reposicion 0.00 18.75 0.00 18.75
Otras 1.05 11.05 1.05 11.05
Total 100.00 100.00 100.00 100.00

Fuente: Resultado investigacion directivos empresas de telecomunicaciones

ANALISIS DE LA INFORMACION

Hasta este punto se ha establecido un modelo usado actualmente que considera las evaluaciones
de importancia de cada uno de los criterios claves para toma de decisiones en las empresas de
Telecomunicaciones, lo cual proporciona un esquema cuantitativo valido en las decisiones de
inversion en las empresas del sector. De acuerdo con el modelo propuesto cada alternativa de
decision viene evaluada de la siguiente manera: La calificacion de cada alternativa de decision
viene dada por la ecuacion:

Opciénl =RENTAB. x pesol - RIESGO x peso3 + KNOW HOW x peso4 (17
+ CALIDAD x peso5 + INNOVAC x peso6 +DIVERSIF x peso7.

Para la calificacion de cada variable criterio se tomaron como referencia los siguientes criterios:
Rentabilidad = Numero de veces que la TIRM supera al CK.

Riesgo = Nivel maximo re riego permitido.
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Mejoras de Calidad = Incremento de cobertura +Incremento de capacidad de transporte +
Incremento en el portafolio de productos.

Innovaciéon = Numero de productos nuevos generados + Normas o estandares nuevos
Generados +Compatibilidad con la tecnologia de los clientes.

Know How = Posibilidad de ofrecer nuevos productos + mejoras en los procesos
actuales

+ Ahorro en costos en contrataciones de personal + Conocimiento

adquirido.

Reposicion = Probabilidad de encontrar repuestos + Factor operaciones de
Correctivo/Operaciones de mantenimiento preventivo mayor a 1

EVALUACION DE CADA ALTERNATIVA.

Como conclusién general del proyecto de investigacion se determinaron cuatro ecuaciones
dependiendo del tipo de empresa de telecomunicaciones:

Empresa de Comunicacion Cerrada y Privada:

Opcion= RENTAB. x 31.25% - RIESGO x 15% + KNOW HOW x 13.33% +
CALIDAD x 10% + INNOVAC x 13.75% +DIVERSIF x 15.62 + Otras x 1.05%

Empresa de Comunicacion Cerrada y Publica:

Opcion= RENTAB. x 20% - RIESGO x 11.25% + KNOW HOW x 10% +
CALIDAD x 23.33% +DIVERSIF x 15.62 + REPOSICION x 18.75 +Otras x 1.05%

Empresa de Comunicacion Abierta y Privada:

Opcion= RENTAB. x 31.25% - RIESGO x 10% + KNOW HOW x 5% + CALIDAD x 23.33%
+ INNOVAC x 13.75% +DIVERSIF x 15.62 + Otras x 1.05%.

Empresa de Comunicacion Abierta y Publica

Opcion= RENTAB. x 20% - RIESGO x 11.25% + KNOW HOW x 10% + CALIDAD x 23.33%
+ DIVERSIF x 15.62 + REPOSICION x 18.75 +Otras x 1.05%

CONCLUSIONES

El analisis realizado para la toma de decisiones en proyectos de inversion en el sector de las
Telecomunicaciones, debe contar con la experiencia del decisor y con una valoracion de los
principales criterios que deben ser tenidos en cuenta, como son: Analisis de Rentabilidad,
Andlisis de Riesgo, Know How,Mejoras en la Calidad, Diversificacion, Innovacion y reposicion
de equipos. En cuanto a la valoracion de los factores cuantitativos como Rentabilidad y Riesgo,
se debe disponer de la informacion que permita realizar objetivamente las proyecciones
financieras que arrojen una aproximacion de las utilidades de la inversion, asi como de su
variacion con el tiempo.

Para el caso de este modelo y la elaboracion de la simulacion del proyecto de inversion se tendran

en cuenta los ingresos por ventas, los costos fijos y variables asi como los gastos, el costo de
capital, la inversion en activos y su forma de financiacién, todos estos como elementos de
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entrada para el calculo de items tales como el Flujo de Caja Libre, la Rentabilidad Marginal, y la
Rentabilidad, la TIR Modificada y el VPN.

Para la valoracion de los factores cualitativos se debe tener a disposicion la informacion que
permita estimar los parametros de Mejora en la Calidad y Diversificacion, como son : Incremento
de cobertura, Incremento de capacidad de transporte de informacion y Incremento en el portafolio
de servicios.

La informacion que complementa el analisis corresponde a la situacion actual de los sistemas de
operacion de la empresa, lo cual corresponde al factor Reposicion, mediante la observacion de:
sistemas redundantes, indicadores Operativos de mantenimiento y obsolescencia de los sistemas
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ETAPAS HISTORICAS DE LA INDUSTRIA
MAQUILADORA EN MEXICO

Carmen Patricia Jiménez Terrazas, Universidad Auténoma de Ciudad Juarez
ABSTRACT

La Industria Maquiladora de Exportacion (IME) surge en México a mediados de la década de los
sesenta y a la fecha es considerada por algunos como una actividad importante por el desarrollo
tecnoldgico, participacion creciente en los mercados globales, balanza comercial y generacion
de empleo y para otros, como un deterioro salarial, laboral, sindical y ecoldgico, aunado a un
escaso impacto productivo para el pais. Estas caracteristicas, hacen de la IME un campo fértil
para la investigacion y el presente estudio, es una investigacion documental que se enfoca en las
etapas o periodos que se han desarrollado desde su llegada a México y que dependen
principalmente de los parametros, factores y caracteristicas que utilicen los diferentes autores
para hacerlos, como crisis economicas, generaciones y fases, economia, sistemas de produccion,
relaciones laborales y crecimiento entre otras. En el establecimiento de estas etapas o periodos
encontramos grandes coincidencias pero también, se encuentran algunas diferencias.

INTRODUCCION

El INEGI (2005a) define a la Industria Maquiladora de Exportacion (IME) como aquella donde
las actividades productivas se realizan sobre la base de importaciones temporales, en las que la
mayor parte de la produccion se destina al mercado externo, por lo que su valor es equivalente al
de las exportaciones totales que por este concepto se registran en la balanza de pagos que elabora
el Banco de México. Ademas, se consideran establecimientos maquiladores aquellos que, sin ser
los fabricantes originales, llevan a cabo alguna etapa del proceso de produccion de bienes o
servicios.

El surgimiento de la IME se remonta a nivel mundial a mediados de los cincuenta como respuesta
a los planes de industrializacion de posguerra de los Estados Unidos, Japon y Europa (Wilson,
1996). En México surge a mediados de la década de los sesenta como un proyecto de
industrializacion para la frontera norte. Este proyecto se tituld6 Programa de la Industria
Magquiladora para la Frontera Norte de México, conocido desde 1965 como el Programa de
Industrializacion fronteriza (Gonzalez y Barajas, 1989). En 1966, se formaliza el programa y se
construye el primer parque industrial en Ciudad Juarez, Chihuahua, el cual atrajo una empresa
maquiladora dedicada a la manufactura de televisores; en 1968 se funda el segundo parque en el
municipio de Nogales, Sonora, con una empresa cuyo giro de actividad fue la manufactura de
plasticos (INEGI, 2005b).

La finalidad del PIF era que las empresas maquiladoras se responsabilizaran de crear fuentes de
empleo; fortalecer la balanza comercial del pais, a través de una mayor aportacion neta de divisas;
coadyuvar a incrementar la competitividad internacional de la industria nacional y la capacitacion
de los trabajadores; asi como impulsar el desarrollo y la transferencia de tecnologia en el pais.
Actualmente estos objetivos siguen vigentes, en los términos del Decreto para el Fomento y
Operacion de la Industria Maquiladora de Exportacion de fecha primero de junio de 1998 y sus
Reformas. (INEGI, 2005b). Hoy dia existen en el pais alrededor de 2,820 plantas maquiladoras
de las que aproximadamente el 65% estan asentadas a lo largo de la frontera México-Estados
Unidos, conformando lo que el INEGI ha denominado estados fronterizos: Baja California,

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 25()



Chihuahua, Coahuila de Zaragoza, Sonora y Tamaulipas. A nivel nacional la IME emplea
directamente a cerca de 1,200,000 personas entre obreros, técnicos de produccion y empleados
administrativos y de los cuales, cerca de 940,000 se encuentran geograficamente laborando en los
estados fronterizos (INEGI, 2006).

HISTORIA DE LA IME EN MEXICO

El 20 de mayo de 1965 se establece la Politica de Fomento a la Industria Maquiladora de
Exportacion en el norte del pais con la instrumentacion del PIF, por parte del Gobierno Federal.
Los objetivos del programa eran que la IME se responsabilizara de “crear fuentes de empleo,
fortalecer la balanza comercial del pais, a través de una mayor aportacion neta de divisas;
coadyuvar a incrementar la competitividad internacional de la industria nacional y la capacitacion
de los trabajadores; asi como impulsar el desarrollo y la transferencia de tecnologia en el pais.”
(INEGI, 2005)

A partir de las fechas en que se establece la politica de fomento a la IME y la formalizacion del
programa, la division en etapas o periodos de la IME, dependen principalmente de los parametros
o factores que utilicen los diferentes autores para hacerlos, como crisis econdmicas, generaciones
y fases, economia, sistemas de produccion, relaciones laborales y crecimiento entre otras y
aunque encontramos grandes coincidencias en el establecimiento de los mismos, también se
encuentran algunas diferencias.

Primer Periodo

En su primera etapa (1965-1980 al 82) la IME es considerada como un modelo de integracion
complementaria de economias correspondiente a la nueva division internacional del trabajo,
donde la politica prioritaria fue la atraccion de industria de exportacion a la frontera norte
orientada a generar empleos en forma masiva (Frobel, et. al., 1981; Carrillo et. al., 2005). Esta
primera etapa se caracterizd por la preferencia en contratacion de mano de obra femenina y
trabajo de ensamblaje simple en las areas de produccion.

Segundo Periodo

En su segunda etapa (1980 al 83-1990 al 94) hubo consenso acerca de la existencia de un proceso
de reestructuracion productiva en México, no solo en la IME, sino también en la industria no
maquiladora. (Carrillo et. al., 2005). La expansion de la maquila en este periodo fue intensa y
sistematica, lo que agot6 la mano de obra femenina disponible, por lo que a finales de 1983, se
inicia la contratacion de hombres. Entre 1980 y 1989 el numero de establecimientos crecio a una
tasa nacional promedio del 12.1 %, el personal ocupado lo hizo a una tasa del 15.69%,
convirtiéndose asi en una de las industrias con mas empleos generados en este periodo. La
contribucion de la IME a la balanza comercial del pais fue importante, ya que ocupo el segundo
lugar como generador de divisas, después del petroleo (Barajas et. al., 2004).

Tercer Periodo

La tercera etapa (1990 al 95-2000 al 01) se caracteriza por la entrada del Tratado de Libre
Comercio en América del Norte (TLCAN). En la década de los noventa, la IME sufre
nuevamente una sensible desaceleracion con retrocesos de entre 5 y 7 por ciento. Entre 1990 y
1999 la creacion de establecimientos industriales crecié a una tasa nacional promedio de 7.26 por
ciento, el empleo lo hizo a una tasa de 10.36 por ciento y el valor agregado presento un
crecimiento de 10.36 por ciento (Barajas et. al., 2004). Para algunos autores esta desaceleracion
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no fue mas que un ajuste del mercado de trabajo en el propio sector, ya que dificilmente podria
haberse esperado que una industria mantuviera tasas de crecimiento de tipo exponencial (Gerber,
1999; Gerber y Blason, 2001). Pese al sostenido crecimiento que mostro la IME en la década de
los noventa, no se puede pasar por alto la dréstica caida que empezé a presentar desde 1998 y que
culmino con otra aguda desaceleracion en 2000-2002.

En los grandes nimeros, se observa una segmentacion entre la maquila fronteriza y la del sur, asi
como una mayor participacion en el mercado internacional pero basada en la devaluacion y la
cercania geografica. Por otra parte se observa lo siguiente: (a) mayor presencia relativa de
técnicos e ingenieros; (b) un proceso de aprendizaje de ingenieros; (c) surgimiento de empresas
intensivas en conocimiento (enfocadas al disefio, investigacion y desarrollo); (d) en escala local,
un denso tejido de instituciones de apoyo publicas y privadas (educativas, de servicios, etc.) las
cuales cumplen un papel clave y (e) el fortalecimiento de conglomerados productivos (clusters) y
la conformacion de sistemas nacionales de innovacién (Carrillo et. al., 2005)

Cuarto periodo

En su cuarta etapa (2001-2004) la IME sufri6 su mas dramatica desaceleracion por un lado y por
otro, las condiciones nacionales e internacionales la llevaron a la perdida de ventajas
competitivas. Y de 2004 a la fecha, se puede observar un periodo de recuperacion y crecimiento
econdmico relativo.

Dos factores se observan en esta etapa: primero, la magnitud de la desaceleracion provocd que
mas de 800 plantas cerraran sus operaciones, desempleando al alrededor de 300,000 empleos
directos. Barajas (2002) hace referencia ademas a que la pérdida real de empleo también ha
impactado en la reduccion de turnos y jornadas laborales. Las ramas de actividad mas afectadas
han sido las de ropa y electrénica, y las ciudades con mayor desocupacion de empleados Juarez,
Nogales, Tijuana y Matamoros. (Carrillo et. al., 2005). Entre noviembre de 2000 y junio de 2001
en la industria se presento una dréstica caida en la instalacion de plantas, siendo solo 60 plantas
instaladas durantes los primeros seis meses de 2001, contra 146 instaladas en el primer semestre
del 2000 (CIEMEX-WEFA, 2001). El segundo factor que se observa en esta época es que
después del cierre las empresas tienen multiples opciones: trasladarse a paises asiaticos (China
especialmente), o centroamericanos; adoptar otro régimen arancelario en México, o cerrar el
negocio (Carrillo et. al., 2005)

CONCLUSIONES

La division en etapas o periodos de la IME en México, dependen principalmente de los
parametros o factores que utilicen los diferentes autores para hacerlos, como crisis econdmicas,
generaciones y fases, economia, sistemas de produccion, relaciones laborales y crecimiento entre
otras y aunque encontramos grandes coincidencias en el establecimiento de los mismos, también
se encuentran algunas diferencias.

Asi por ejemplo encontramos que en el primer periodo comprendido entre 1965 y 1980 al 82, los
diferentes autores coinciden en que es el periodo de arranque y crecimiento de la IME y solo uno
de ellos menciona que la crisis de 1974 provoco la primera desaceleracion y a partir de 1977 se
inicia un nuevo crecimiento. En el segundo periodo, se da la segunda crisis pero vuelve su
crecimiento y esta vez, con una reestructuracion en las formas productivas del trabajo. En la
tercera etapa, todos los autores coinciden que la entrada del TLCAN marca una nueva etapa en la
IME, no solo por las ventajas arancelarias, sino por la introduccién de nuevos sistemas
productivos, asi como el inicio de la investigacion y desarrollo en algunas maquiladoras. En la
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cuarta y actual etapa, ya no todos los autores escriben por ser la més reciente, pero aquellos que la
estudian mencionan que su inicio lo marca la crisis econdmica mundial del 2000 trayendo no solo
la contraccion y desaceleracion de la misma, sino también la pérdida de ventajas competitivas.
Carrillo y Lara (2003) mencionan sin embargo, que es en este periodo en que se da la
coordinacion de multiples actividades con base en tecnologias de la informacion en algunos de
los corporativos, o en otras palabras, se empieza a realizar funciones de casas matrices.

Finalmente, en la division en etapas o periodos de la IME en México no se puede dejar de
mencionar que aunque han transcurrido solo 40 afios desde su instalacion, el desarrollo
tecnoldgico que se ha dado desde la primera etapa de ensamblaje al Gltimo de coordinaciéon de
multiples actividades, es hablar de un aprendizaje y creacion de empleos calificados, asi como de
especializacion regional y evolucion tecnoldgica, sin pasar por alto la critica social hacia la
magquila, por el deterioro salarial, laboral, sindical, ecoldgico y un escaso impacto productivo para
el pais. Es necesario mencionar por ultimo, que para medir los impactos positivos y negativos
que la IME ha traido a México y para caracterizar con mas detalle la ultima etapa, es necesario
realizar mas investigacion empirica y de campo para corroborar los hallazgos.
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LA MESETA DE POPAYAN: UN ESCENARIO PARA
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ABSTRACT

La tradicion agricola en el Departamento del Cauca es una caracteristica que envuelve factores
historicos y sociales que diferencian a los habitantes de la region de aquellos que habitan otros
entornos geogréficos. Uno de los productos mas representativos del departamento es el café y en
forma dominante los cafés especiales, productos agricolas de amplio reconocimiento a nivel
mundial; sin embargo, no existen suficientes investigaciones que den cuenta de los saberes que
subyacen al proceso productivo, ni de la estructura de los procesos organizacionales, ni de su
impacto econémico.

El deseo de vivenciar los mecanismos que utilizan las comunidades para reafirmar la identidad a
traves de sus practicas ancestrales, ademas de las Optimas condiciones que ofrece el
departamento en términos de biodiversidad, motivarian el desplazamiento de turistas desde
muchos lugares del mundo hacia las localidades caucanas contribuyendo a fortalecer la
dindmica econdmica y a incrementar la calidad de vida de los habitantes de cada localidad
considerada. Esta caracteristica ha sido ampliamente debatida por expertos al describir los
perfiles del turista postmoderno, especialmente el que procede de Europa Occidental. Este
trabajo presenta las caracteristicas de la iniciativa comenzando por su contexto, continuando
con la descripcién del proyecto y finalmente muestra los resultados obtenidos.

INTRODUCCION

El Departamento del Cauca tiene una connotacion rural muy profunda que le ha permitido
orientarse hacia la agricultura y otras formas de produccion relacionadas. Algunas entidades se
han especializado en la asistencia técnica a la poblacién campesina que cultiva el café, estas
organizaciones han desarrollado diversos estudios alrededor de la tematica, sin embargo, su
orientacion esta dirigida a favorecer el mejoramiento de las condiciones productivas y sociales
que propenden por la generacidon de un producto transable. No se han abordado, otros campos
como el disefio de servicios asociados a la produccion del bien transable: café especial. En este
sentido el presente proyecto aborda un objeto de estudio plenamente conocido en la region desde
una optica distinta.

JUSTIFICACION

Ejercicios sociales regionales como el proceso participativo Vision Cauca 2020, Caucacyt y
actualmente la construccion de la Agenda Interna, han demostrado que es posible realizar trabajos
conjuntos entre distintos actores sociales del Departamento que redunden en el mejoramiento de
las relaciones entre ellos, de tal manera que se pueda pensar en proyectos con alto grado de
confianza. Ya se ha abordado la importancia del sector rural como uno de los mas relevantes en la
economia del Cauca, dado que gran parte de su poblacion se dedica a esta actividad en
condiciones de pobreza y marginalidad. Es indispensable por tanto coadyuvar en el logro de
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mejores condiciones de vida para el campesino caucano desde las fortalezas de diversas entidades
regionales involucradas en esta propuesta.

En el cluster del turismo se han planteado algunas reflexiones sobre la tematica de esta propuesta:
“si se analizan las condiciones de clima, biodiversidad, ubicacion geografica, cultura y
conocimientos ancestrales del campesino caucano dedicado al cultivo del caf¢, se puede encontrar
una gran potencialidad para que los procesos productivos de los cafés especiales puedan
posicionarse como productos turisticos altamente diferenciadores apelando al concepto de la
tecnoculturalidad que esta siendo propuesto y ha sido hasta ahora ampliamente acogido para
reafirmar la identidad turistica del Departamento del Cauca en el mercado global.

DESCRIPCION DEL PROBLEMA

La tradicién agricola en el Departamento del Cauca es una caracteristica que envuelve factores
historicos y sociales que diferencian a los habitantes de la region de aquellos que habitan otros
entornos geograficos. Uno de los productos mas representativos del departamento es el café y en
forma dominante los cafés especiales, que es un producto agricola por el cual somos reconocidos
a nivel mundial, sin embargo, no existen suficientes investigaciones que den cuenta de los saberes
que subyacen al proceso productivo, ni de la estructura de los procesos organizacionales, ni de su
impacto econémico.

OBJETIVOS GENERALES Y ESPECIFICOS

Objetivo General

Determinar desde la gestion del conocimiento, si los conocimientos codificados (tecnologias
inducidas) y los saberes ancestrales del campesino caficultor de la meseta de Popayan generan
condiciones que permitan considerar el proceso productivo de los cafés especiales como un
producto turistico altamente motivador para determinado segmento de mercado, agregando valor
al producto final transable: café especial.

Objetivos Especificos

Establecer el impacto socio - econémico de la produccion de cafés especiales en la meseta de
Popayéan.

Determinar el componente técnico y tecnoldgico involucrado en la produccion de cafés especiales
en la meseta de Popayan.

Identificar las estructuras organizacionales y los procesos administrativos entorno a la economia
de los cafés especiales en la Meseta de Popayan.

Analizar los procesos de gestion de conocimiento en la produccion de cafés especiales en cuanto
a los saberes locales y conocimientos codificados.

Demostrar la viabilidad para generar mayores ingresos al campesino cafetero de la meseta de
Popayan al incorporarse al mercado turistico como pequefio empresario.

Desarrollar mecanismos para el registro y divulgacion de los procesos culturales relacionados con
la produccion del café especial (videos, multimedias, base de datos, etc).
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MARCO CONCEPTUAL DEL PROYECTO

La presente investigacion, fundamentada en una vision sistémica entiende que los procesos
sociales, economicos, cognitivos se encuentran totalmente articulados y que por lo tanto cualquier
propuesta de desarrollo local debe obedecer a la realidad de los grupos humanos, De ahi que se
vea en la cultura, la interculturalidad, didlogo de saberes, la tecnoculturalidad, y gestion de
conocimiento elementos fundamentales para proponer nuevas alternativas de desarrollo social.

Conocimientos locales, Interculturalidad v didlogo de saberes

La cultura para los grupos humanos se convierten en un gran dispositivo de conocimiento y saber,
que le permite interactuar ambiente” (Gutiérrez, 1999), asi a toda practica social, economica esta
soportada por un gran cimulo de conocimiento y experiencias que se han adquirido a través del
tiempo, sin embargo, en una perspectiva del desarrollo muchos de los saberes locales han sido
invisibilizados y negados, no reconociendo en ellos su gran importancia. Reconocer que todos los
grupos humanos poseen ricas experiencias acumuladas significa de una parte reconocer que las
mismas son fuentes esenciales para el planteamiento de alternativas de desarrollo local y, en
segundo lugar, que al estar relacionados con los conocimientos expertos constituyen nuevas
formulas para organizar la vida social y econdmica de las comunidades estudiadas.

Gestién de Conocimiento

La gestion de conocimiento surge como resultado del cambio de paradigma de la sociedad
industrial a la sociedad de la informacién y el conocimiento. Cuando los factores que miden el
desarrollo cambian se hace necesario pensar en los que aparentemente es intangible y que sin
embargo es susceptible de ser valorado en términos sociales y econémicos.

Mike Schroeke de PricewaterhouseCoopers, define la gestion del conocimiento como “un entorno
dentro de una organizacion que permite la recogida, agregacion, gestion, distribucion y analisis de
un juego equilibrado de informacidn, para orientar positivamente las decisiones de los gestores”.
Para el ILPES, la gestion estratégica del conocimiento “es una disciplina emergente que tiene
como objetivo generar, compartir y utilizar el conocimiento tacito (know-how) y explicito
(formal) existente en un determinado espacio, para dar respuestas a las necesidades de los
individuos y de la comunidades en su desarrollo.

Una forma de describir las formas de conversion del conocimiento es como lo hacen Wikstrom y
Norman al diferenciar entre tres tipos de procesos de conocimiento que se presentan en una
organizacion: los procesos generativos, los procesos productivos y los procesos representativos.

Los procesos generativos son aquellos procesos en los que se genera nuevo conocimiento,
especialmente en actividades que buscan la resolucion de problemas. Se produce mientras se
resuelven los problemas. El conocimiento generativo es importante para incrementar la reserva de
recursos de conocimientos de la organizacion y para darle a ésta la posibilidad y las capacidades
de insertarse en nuevas formas de hacer negocios o de ofrecer mejores productos.

Los procesos productivos se llevan a cabo cuando se acumula nuevo conocimiento buscando que
la organizacion esté en la capacidad de utilizarlo para generar ofertas a sus clientes o usuarios. Es
decir son procesos en los que se produce conocimiento que se manifiesta y se utiliza. Por
ejemplo, “Una tableta para aliviar el dolor de cabeza es conocimiento manifiesto que se deriva de
los procesos de conocimiento de una compaiiia farmacéutica” (citado en Chun Wei Choo, 1999:
151).
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Los procesos representativos se presentan cuando la organizaciéon comparte con el usuario o
comunidad su conocimiento manifiesto. El conocimiento se pone a disposicion de las
comunidades con las que se trabaja o a disposicion de los clientes para que ellos formen su propia
idea de éste. “Por ejemplo, cuando se vende una maquina, ésta se convierte en representante,
fuera de la compaifiia, de todos los procesos de conocimiento que existen dentro de ella y que
condujeron a su existencia. A través de procesos representativos, se fija un precio al conocimiento
manifiesto.” (citado en Chun Wei Choo,1999: 151).

Desarrollo Territorial

“La vision economica del desarrollo de las regiones puede integrar dos factores agregados a la
tradicion, tienen que ver, el primero con los efectos diferentes en términos cualitativos y
cuantitativos que en cada region tiene el conjunto de politicas econdémicas tanto globales como
sectoriales, efectos que pueden ser coadyuvantes al efecto positivo de un flujo de recursos o que
pueden actuar también como frenos al crecimiento, y el segundo, con la asi llamada capacidad de
organizacion social de la region, un elemento multidimensional de caracter principalmente
institucional, social y cultural que da origen a una red y a un cierto modo de funcionamiento de
esa misma red, cuestion que se asociaria a la posibilidad de transformar impulsos de crecimiento
en estadios de desarrollo, algo no del todo alejado del concepto contemporaneo de capital social”
(Bosier, 1982)

En este contexto la tecno-culturalidad hace énfasis en los procesos productivos o en la expresion
de la cotidianidad de los grupos sociales mediando practicas ancestrales para la generacion de
manifestaciones que reafirman su identidad (artesanias, ritos, medicina tradicional, entre otras) y
que pueden convertirse en un producto turistico altamente motivador para determinado segmento
del mercado. (Castrillon: 2001), es un elemento fundamental que permite pensar el desarrollo
local desde la alternativa del turismo teniendo en cuenta fundamentalmente el patrimonio
cultural.

El Papel del Medio Audiovisual en la Investigacion

El desarrollo del medio audiovisual y su aplicacién en el estudio de la cultura y la sociedad
representa un paso tecnoldgico irreversible. La documentacion visual supone ya un valioso
instrumento par ala recoleccion de datos en la investigacion etnografica y el uso de documentales
como material pedagoégico es cada vez mas difundido, por ello es necesario de un marco teorico y
una metodologia especifica para la produccion de un texto visual que involucre las nuevas
tecnologias con el conocimiento antropolégico.

El video como técnica de investigacion etnografica remite siempre al proceso por el cual se han
obtenido las imagenes, al contexto de filmacion, edicion y exhibicion. La utilidad etnografica de
un video dependera del analisis del investigador y del proceso que ocupa su construccion,
organizacion y tratamiento de la informacion a través de la imagen. Se denomina documental
etnografico al producto dirigido hacia la comunicacion o exposicion de resultados y entendemos
por etnografia filmica al material generado a partir de una investigacion, generalmente producido
en forma directa durante su trabajo de campo.
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METODOLOGIA UTILIZADA PARA EL DESARROLLO DE INVESTIGACION

El tipo de investigacion apropiado en el caso de este proyecto es la investigacion—accion o
investigacion Modo 2. En el Modo 2 de hacer ciencia la comunidad ademas de ser el objeto de
investigacion, participa e incide en los resultados de acuerdo a sus necesidades y conveniencias;
en contraposicion en el Modo 1 o tradicional que usa ambientes de laboratorio para mantener bajo
control los agentes externos (Gibbons: 1994).

Hipotesis de trabajo en las que se apoyo el proyecto

El desconocimiento de los saberes, los procesos culturales y en general valor agregado cultural
que generan los cafés especiales producidos en la Meseta de Popayan no han sido percibidos
como alternativas de desarrollo local y regional

Estrategias investigativas

Las caracteristicas metodologicas del proyecto no obedecen a un solo sentido, ni a enfoques
predeterminados, ni a un solo tipo de disciplina o ciencia. Si atiende a algin llamado es al
planteado por el didlogo de diferentes saberes y la interdisciplinariedad.

Una investigacion interdisciplinaria, ante todo, considera que la unidad de investigacion esta
estructurada por diversos elementos o agregados, las que en ningiin momento estan aisladas sino
en constante interaccion, flujo e intercambio. En este sentido, se ve en la interdisciplinariedad un
ambito flexible y abierto que alberga diferentes disciplinas, en el cual cada una de ellas aporta,
coopera teorica, epistemologica y metodoldogicamente, permitiendo una mirada multifocal de los
diversos niveles de entropia y sinergia.

La dialogia es el segundo elemento que caracteriza a esta investigacion, el dialogo propone una
estrecha correlacion con la voz del otro, con sus formas valorativas y en todas las esferas de la
cultura, proponiendo asi un pensamiento o un movimiento que se dirige a una vision multiple del
mundo y de la pluralidad de lo real.

Considerando que la region de estudio es un entramado de componentes, relaciones y sentidos
que constituyen el orden complejo donde lo ambienta y lo cultural estdn en permanente
intercambio y variabilidad, es conveniente acudir al enfoque de “sistemas dindmicos
adaptativos”, para observar los procesos de cambio y adaptacion de los procesos econdmicos,
culturales y cognitivos.

LOS RESULTADOS PRINCIPALES O HALLAZGOS QUE PUEDEN SINTETIZARSE DE
LA REFERIDA INVESTIGACION

Analisis del Proceso Productivo

El café como actividad social, productiva y econdmica ha sido inducida en la comunidad caucana,
sin embargo en la zona de Timbio esto ha ocurrido hace varias generaciones, situacion que
permite identificar distintas tecnologias presentes que han ido ganando espacio y se han evaluado
segun sus resultados en lo productivo.

La presencia de métodos artesanales de produccion en contraste con métodos mas tecnificados

resulta particularmente interesante, los factores econémicos, de rendimiento productivo y
volimenes de produccion son determinantes en el uso de estas tecnologias. Algunas resultan
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costosas para un caficultor de pequefia escala, razon por la cual muchas son contaminantes o poco
efectivas.

Las técnicas en cada fase del proceso productivo resultan de enorme interés porque cada una
cuenta con un soporte en investigaciones cientificas que se han adecuado hasta ser aplicables en

la zona.

Cultura de la Comunidad

Una revision inicial de la literatura sobre la explotacion de los recursos renovables, muestra que
los campesinos demuestran en ella un papel paradojico, en ocasiones son calificados como los
unicos seres conscientes de la degradacion del medio ambiente sabios en el manejo de sus
ecosistemas y como grupo perfectamente adaptado a su entorno natural, o bien, se les acusa con
mayor o menor frecuencia de constituir una de las principales causas del desgaste de los recursos
fisicos, caracterizados por bajisimos niveles de productividad, recursos que en otras manos
podrian rendir mucho mas, ademas de ser la principal causa de procesos que degradan el medio
ambiente en sus zonas.

Se percibe que las comunidades caficultoras son raizales ya que habitan desde hace mas de tres
generaciones las zonas de la meseta de Popayan. Estas poblaciones campesinas por su cercania a
la zona urbana cuentan con acceso a servicios de apoyo para su actividad productiva, de manera
que no es una cultura aislada de su entorno, por el contrario, se reafirma a través de sus practicas
cotidianas, valorando su trabajo y desarrollandolo de manera responsable.

Esta actividad econdmica ya esta intimamente involucrada con la cultura de la poblacion, no es
facil imaginar cuales serian las caracteristicas de estas comunidades antes de adoptar la
produccién de café.

Se tienen dos tipos de caficultores: i) los hacendados, que utilizan sus fincas como unidades
productivas para recibir ingresos adicionales a otra actividad principal, brindan empleo e ingresos
a la region, pero que no viven diariamente en la zona, usualmente generan volimenes de
produccioén elevados, en comparacion con otros. ii) Existen caficultores de pequefia escala, que
son campesinos cuya actividad agricola les permite subsistir, viven con su familia y cuentan con
un fuerte arraigo a la tierra porque les ha sido heredada de generacidén en generacion. En época de
cosecha estos caficultores también brindan empleo a personas de la region.

A través del desarrollo de distintas visitas y dialogos con los caficultores y recolectores de café de
la region se ha determinado su nivel de escolaridad, nivel socio econémico, territorio que habita y
factores culturales que se han afianzado a través de su participacion en el proceso productivo de
los cafés especiales.

Identificacion de los Procesos de Gestion de Conocimiento

La actividad cafetera como una forma de obtener sustento ha generado una dinamizaciéon de la
cultura local, desde el cultivo de otros productos agricolas hasta la aparicion del café como
principal producto de cultivo para los campesinos caficultores de la Meseta de Popayan. En este
sentido, una cultura que pretenda continuar vigente se adapta y articula a los cambios del entorno
¢ imprime en ellos su sello distintivo. El café como actividad productiva ha permeado hacia todas
las dimensiones de la cultura campesina y ha constituido una nueva cosmovision para estas
comunidades.
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Se han considerado algunos procesos de gestion de conocimiento, a saber: generacion,
transferencia, combinacion y apropiacion. A continuacion se describe cada una brevemente y se
explican los hallazgos en cada uno durante la ejecucion de la iniciativa en mencion.

Generacion de Conocimiento: son aquellos procesos de investigacion basica; el trabajo realizado
por parte de instituciones interfaz y la propuesta de mejoramiento que el campesino realiza como
parte de su quehacer diario. Todas estas formas de generaciéon de conocimiento son
indispensables y permiten un desarrollo armdnico entre el entorno y la unidad productiva.

En lo que respecta a los procesos de investigacion basica alrededor del proceso productivo se
cuenta con un Centro de Investigacion de Alto nivel denominado CENICAFE, “esta institucion se
dedica a desarrollar nuevas variedades y técnicas de cultivo que en general se han denominado
produccion tecnificada, la cual se resume en la introduccion de variedades sin sombrio, intensivas
en insumos, resistentes a algunas plagas, con una alta productividad por arbol y adaptadas a las
condiciones de casi nula mecanizacion que tiene la produccion nacional” (Ramirez: 2002).

Las denominadas instituciones interfaz, por su parte, toman los desarrollos de investigacion
basica y los adaptan y presentan en forma adecuadas para las comunidades rurales. E1 Comité
Departamental de Cafeteros del Cauca en este sentido ha disefiado un sistema de asistencia que le
permite tener un acompafiamiento cercano a los productores, algunas estrategias mas
ampliamente difundidas para generar conocimiento y presentarlo son las practicas desarrolladas
en la finca para comprobar que una tecnologia es eficiente y exitosa. Otros esquemas para
facilitar la comunicacion del conocimiento generado son las cartillas y talleres de capacitacion.

En lo que respecta al conocimiento generado por el campesino durante su actividad diaria este
estd mas involucrado en sus saberes ancestrales que le brindan espacios de reflexion y
recuperacion de aquellos conocimientos que se creian perdidos pero que vuelven a aparecer como
nuevos recursos para la creacion de nuevo conocimiento.

Transferencia de Conocimiento: es el proceso de movilizar conocimiento de una fuente a un
receptor, puede ser formal cuando se realiza a través de contratos para ceder el uso de un
conocimiento y brindarlo a un receptor que lo requiere. Pero también puede ser no formal, cuando
no se realiza en forma rigurosa y no existe un acuerdo legal que obligue a ambas partes en este
proceso. Es importante aclarar que para muchas comunidades rurales la formalidad no estd
determinada por la existencia de un contrato o un documento, sino que la voluntad y acuerdo
verbal son tan validas como los esquemas reconocidos en los ambitos legales, no obstante, se
reconoce que en los procesos de transferencia formales hay un proceso de negociacidén un tanto
mas complejo debido a que se involucran variables de ambas partes que usualmente no llegan a
un acuerdo inmediato.

En este proceso es esencial determinar como el conocimiento que se genera se traslada a otros
actores, esto permite que los procesos de transferencia sean mas exitosos. La experiencia en los
procesos de transferencia tecnoldgica formal en la produccion de los cafés especiales ha sido
liderada por el Comité Departamental de Cafeteros, gremio que realiza los procesos de
negociacion y acuerdo de tal manera que el productor, quien es el principal beneficiario no es
consciente de esta actividad previa. Los procesos de transferencia en este sentido se puede
verificar a través de estudios de caso porque no es posible generalizar este tipo de procesos. Se
pueden distinguir dos objetos de transferencia de tecnologias, en primer lugar los equipos de
soporte a la produccion, las materias primas, etc; y en segundo lugar los métodos o mejores
practicas para el cultivo y procesamiento del café.
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Las practicas de transferencia no formales son las denominadas aprendizaje de campesino a
campesino, donde los productores aprenden de otros que tienen mayor experiencia o que han
tenido oportunidad de participar en un proceso formal de transferencia de tecnologia. En
comunidades indigenas este es el esquema inicial de transferencia porque estas comunidades
prefieren corroborar que una tecnologia funciona en las fincas vecinas antes de intentar utilizarla
en sus propias fincas.

Combinacion de Conocimiento: este es quiza el proceso mas complejo de definir dado que ocurre
en la singularidad de cada productor, que cuenta con conocimientos anteriores y los integra a los
nuevos conocimientos presentados en un proceso de transferencia tecnologica. Algunas practicas
ancestrales como la siembra de especies fruticulas, ornamentales o medicinales en las
plantaciones de café muestran como las técnicas aprendidas del Comité Departamental de
Cafeteros se fusionan con las costumbres de los productores y generan condiciones tecnologicas
nuevas que facilitan su permanencia y evolucion en las comunidades.

Apropiacion de conocimiento: Todos los procesos anteriores requieren de este proceso para
garantizar que el conocimiento se integre en la cultura de las comunidades, esto debe percibirse
en factores culturales como las costumbres, las fiestas, las historias, es decir, en la cosmovision
de los productores, solo entonces se puede determinar que un conocimiento no esta en su estado
esencial sino que se encuentra intimamente ligado a una comunidad y no es posible pensar esa
comunidad sin considerar este conocimiento como parte de lo que la caracteriza.

Método Para el Desarrollo de Productos Turisticos Involucrando la Tecnoculturalidad

Basados en esta realidad, el desarrollo de un nuevo producto turistico que privilegie los procesos
productivos y las expresiones de identidad de las comunidades rurales en paises como el nuestro,
implica repensar la forma como este se concibe, teniendo en cuenta, por un lado, las motivaciones
del turista postmoderno (Molina, 1998) y por el otro, los requerimientos de estas comunidades
para asegurar su sustentabilidad (econémica, cultural, social, ambiental).

En este contexto pueden considerarse dos elementos basicos: Los “saberes ancestrales” y las
percepciones culturales de estos grupos sociales (cosmovisiones) que se manifiestan en sus
maneras de obrar, de hacer y de producir (procesos). En esta direccion se ha avanzado al disefio
conceptual de un producto turistico.

CONCLUSIONES

La tecnoculturalidad como aspecto diferenciador para el producto turistico disefiado ofrece
condiciones que le permiten contar con diferenciacion frente a los otros productos similares
encontrados en el mercado.

La gran mayoria de los conocimientos sobre tecnologias inducidas estan en forma exclusiva en el
Comité Departamental del Cafeteros del Cauca, de manera que este actor clave es quien puede ser
un soporte fundamental en el momento de implementar el producto turistico desde la dptica del
proceso productivo.

Los analisis de aspectos culturales requieren dos técnicas diferentes, utilizar por una parte

entrevistas y convivencia directa con la comunidad campesina, y de otra parte, entrevistar a los
hacendados para comprender su vision del café como actividad que transforma lo cultural.

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 262



Los elementos del analisis del proceso productivo son bastante complejos porque involucra,
generacion de conocimiento en instituciones que desarrollan investigacion basica, generacion de
conocimiento por parte de instituciones interfaz (como el Comité Departamental de Cafeteros) y
conocimiento derivado de la practica ancestral y cotidiana de la comunidad campesina.

La divulgacion constante de los avances de este proyecto ha permitido que algunos actores clave
del sector turistico regional empiecen a indagar sobre el potencial del producto turistico generado.
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RESUMEN

Con el apoyo de Colciencias-Sena, el Grupo de investigacién en Modelos Regionales de
Comepetitividad del CREPIC-UNICAUCA, en los altimos 6 meses ha venido adelantando el
proyecto Estrategia Integral para Mejorar la Competitividad de Agrocadenas de Productores
Rurales de Pequefia Escala en el departamento del Cauca que pretende desarrollar enfoques
para mejorar la productividad y competitividad de cadenas agroalimentarias procurando su
conversion en cadenas de valor mediante una adecuada gestion del conocimiento de los
productores rurales, las instituciones de apoyo local, la academia y los actores gubernamentales;
los enfoques resultantes se obtienen con ejercicios de amplia participacion y con aprendizajes
directos, por parte del equipo investigador, del contacto con la realidad de varias cadenas
productivas locales. Se espera que la Estrategia Integral permita la autogestion de los
encadenamientos por parte de los productores rurales, haciendo un uso adecuado del apoyo
institucional pero sin generar dependencias nocivas.

ANTECEDENTES

En los diferentes proyectos estratégicos realizados en la region en los ultimos afios se han
sistematizados varias experiencias y se han realizado aprendizajes en los diferentes frentes de
accion de la propuesta que permiten concluir que no se parte de cero, sino que por el contrario, es
indispensable compendiar estas lecciones aprendidas en una guia metodologica que facilite su
difusiéon y apropiacion entre las comunidades de productores rurales y entre la institucionalidad
local de apoyo. A continuacion se describen brevemente los avances en los 7 factores claves del
proceso investigativo propuesto:

Disefio de Estrategias de Gestion Tecnoldgica

Los proyectos “Agenda Caucana de Ciencia y Tecnologia” —CAUCACYT- y “Sistemas
Colectivos de Agregacion de Valor” (Colciencias 2004), trabajaron de la mano en diferentes
aspectos de la gestion tecnoldgica de las agrocadenas, tales como la conformacion de redes
sociales de conocimiento con los actores de las cadenas incluyendo a los investigadores y las
instituciones y la aplicacion de modelos de gestion estratégica para lograr una vision compartida;
asi mismo se avanzd significativamente en la consolidacion del Sistema Regional de Ciencia,
Tecnologia e Innovacion.

Desarrollo de Enfoques de Articulacion Entre Productores Rurales y la Institucionalidad
Regional de Apoyo
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Desde el afio 2000 el Cauca esta trabajando en una estrategia sistematica de articulacion de
esfuerzos de la institucionalidad regional bajo el impulso de iniciativas como el CARCE del
gobierno nacional. Agenda Interna, un proceso continuo de didlogo entre las instituciones y los
productores rurales para construir las apuestas agroindustriales. En la actualidad, la region cuenta
con una Red Interinstitucional de Apoyo operando con mesas de trabajo coordinadas por el
CARCE.

Desarrollo de Esquemas de Integracion v Articulacion Productiva Soportados en la Asociatividad
Entre Productores Rurales

En los pasados cinco afios, el CREPIC y sus socios han adelantado procesos de fortalecimiento de
agrocadenas de productores de pequefia escala, utilizando diferentes enfoques y metodologias
tales como de “Estrategias de Competitividad para Agrocadenas” desarrollada por el Instituto de
Innovacion Rural del CIAT, Ministerio de Agricultura, Colciencias, FOMIPYME, PADEMER,
USAID-Programa Colombia de la Universidad de Georgetown y el Banco Mundial entre otros.

Generacion de Procesos de Inteligencia Competitiva

Algunas agrocadenas en el Cauca han obtenido informacion sobre mercados gracias a
financiadores como FOMIPYME que propicié la realizacion de estudios e inteligencias de
mercado, para cadenas como Chontaduro, seda y guadua. La Agencia de Cooperacion Alemana
GTZ apoyo a los paneleros, con un plan de negocios y un estudio de Inteligencia de mercados.
Ademas, se han realizado estudios de mercado para la cadena piscicola y la Cdmara de Comercio
del Cauca a través del equipo técnico de la agenda interna aporté un monitoreo de demandas
internacionales para el afio 2004 donde se obtuvieron perfiles de mercado para las cadenas de
seda, miel y piscicultura.

Gestion del Conocimiento

El proyecto CAUCACYT abord6 la tematica de gestion de conocimiento con la finalidad de
fortalecer la consolidacion de las redes sociales creadas en dicho proyecto; también se realizaron
caracterizaciones de cadenas productivas y redes sociales que permitieron elaborar una primera
version de un modelo de gestion de conocimiento para este tipo de aplicacion. Ademas se obtuvo
un inventario de informacién sobre los proyectos y procesos mas relevantes que documentan el
proceso de consolidacion del Sistema Regional de Ciencia, Tecnologia e Innovacion del Cauca.
En la actualidad, el proyecto Mapa de Conocimiento estd realizando un mapeo e inventario de
conocimientos en cadenas productivas y redes sociales; se espera que al finalizar esta iniciativa se
pueda contar con la oferta y demanda de conocimientos en las agrocadenas y redes objeto de
estudio.

Enfoque de Comunicacion Soportado en TIC

En el Cauca se han estdn adelantando proyectos soportados en TIC que contribuyen al desarrollo
de las cadenas productivas, lo mas destacados son: LINK-ALL cuyo objetivo principal es la
creacion de una plataforma tecnologica en los sectores de artesania, eco-turismo y patrimonio
cultural, para impulsar la adopcion de practicas de IT innovadoras, soportar la colaboracion,
promocionar el intercambio de experiencias, transferencia de know-how, mejorar las habilidades,
y favorecer un mayor acceso de éstos al mercado global mediante un modelo de desarrollo
integrado y sostenible. En el caso de Colombia se esta trabajando con CORSEDA (Cooperativa
para el Desarrollo de la Sericultura en el Cauca).
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Enfoque de Gestion Ambiental

En el departamento del Cauca, se han desarrollado iniciativas orientadas a la gestion integral de
los recursos naturales, entendiendo que la naturaleza multiobjetivo del desarrollo sostenible hace
necesaria la construccion de una perspectiva sistémica e interdisciplinaria, donde sea la
dimension socio-ambiental (cadenas de valor) y no el producto (sistemas de produccion) el eje
orientador para la seleccion de prioridades; para dilucidar cuales son las estrategias a implementar
en el tiempo y balancear la “productividad” de las acciones presentes con su impacto sobre la
capacidad futura de los sistemas de produccion.

Descripcion del Problema

Este proyecto de investigacion-accion que lidera el CREPIC, cuenta con la participacion
protagonica de los productores regionales de seda y piscicolas, la Camara de Comercio del Cauca,
ademas de investigadores de la Universidad del Cauca y el CIAT y un buen nimero de
instituciones y ONGs locales; pretende encarar el desafio que representa la sistematizacion,
apropiacion y difusion de estas experiencias exitosas, para dar respuesta a su pregunta de
investigacion: ;Como mejorar la apropiacion de Estrategias Integrales de Competitividad por
parte de productores rurales de pequefia escala del Departamento del Cauca, de tal manera que
contribuyan a la migracion de sus Cadenas Productivas a Cadenas de Valor y estimulen la
participacion y compromiso de la institucionalidad de apoyo regional con el fin de facilitar su
acceso a los exigentes pero mejor remunerados mercados diferenciados?

Para abordar esta pregunta es necesario, en primer termino, reconocer que en esencia una cadena
productiva es una red social de actores y su conversion en cadena de valor se fundamenta en
diversos factores entre los que se destacan: i) generar una vision estratégica compartida entre los
actores de la cadena, ii) viabilizar su orientacion hacia la demanda, iii) propiciar una cultura de
aprendizaje colaborativo que facilite la co-innovaccion y la gestion optima tanto individual como
colectiva de sus procesos productivos y, iv) mejorar los flujos de informaciéon y comunicacion a
lo largo de toda la cadena; la incorporacion de estos factores en una estrategia de asociatividad
de productores rurales de pequefia escala permite incrementar la cohesion de la cadena y su
adaptabilidad a las variaciones del entorno y el mercado, lo que se traduce en mayor
competitividad.

Justificacion de la Iniciativa

El proyecto persigue una innovacion en la estrategia de intervencion de las cadenas productivas
procurando su conversion en cadenas de valor mediante: (i) la apropiacion de esquemas de
integracion y articulacion productiva soportados en la asociatividad entre productores con
elementos de la inteligencia competitiva y la gestion tecnologica que les permita alcanzar los
exigentes requerimientos de las demandas actuales, (ii) la generacion conjunta de un nuevo
enfoque de articulacion entre productores rurales y la institucionalidad regional de apoyo que
establezca directrices de politica para la generacion de capacidad de autogestion en las
organizaciones rurales.
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OBJETIVO DEL PROYECTO

Objetivo General

Desarrollar una estrategia integral de intervencion para cadenas de productores rurales de
pequeia escala que facilite su evolucion a cadenas de valor.

Objetivos Especificos

Desarrollar participativamente una estrategia de asociatividad de productores que integre
elementos de inteligencia competitiva y gestion tecnologica.

Generar conjuntamente un nuevo enfoque de articulacion entre productores y la institucionalidad
de apoyo regional que permita orientar politicas que estimulen la autogestion en las
organizaciones rurales.

Desarrollar una guia metodoldgica mediante la sistematizacion de la informacion generada en el
proceso de consolidacion de las cadenas de valor.

MARCO TEORICO

Para abordar esta investigacion es necesario, en primer termino, reconocer que en esencia una
cadena productiva es una red social de actores (Lopez: 2003) y su conversion en cadena de valor
se fundamenta en una adecuada gestion de conocimiento en la red que consiga i) generar una
visidn estratégica compartida entre los actores de la cadena, ii) viabilizar su orientacion hacia la
demanda, iii) propiciar una cultura de aprendizaje colaborativo que facilite la co-innovaccion y la
gestion optima tanto individual como colectiva de sus procesos productivos y, iv) mejorar los
flujos de informacion y comunicacién a lo largo de toda la cadena; la incorporacidon de estos
factores en una estrategia de asociatividad de productores rurales de pequefia escala permite
incrementar la cohesion de la cadena y su adaptabilidad a las variaciones del entorno y el
mercado, lo que se traduce en mayor competitividad.

En virtud de lo anterior se ha definido que la unidad de analisis en este proceso de investigacion
es la cadena productiva. La definicion de Cadena de Valor se enmarca en el nuevo concepto de
relaciones interorganizacionales A diferencia de la cadena productiva, una cadena de valor “se
entiende como una alianza vertical o red estratégica entre un nimero de organizaciones
empresariales independientes dentro de una cadena productiva. Las cadenas de valor son cadenas
productivas orientadas a la demanda que involucran productos diferenciados y especializados,
relaciones de coordinacion y reglas de juego claramente definidas para su gestion, rentas mas
elevadas en los mercados, estrecha interdependencia entre actores y vision de largo plazo”.

ESTRATEGIA DE GESTION TECNOLOGICA

La implantacion de la estrategia tecnoldgica de la empresa debe basarse en un periodo de
reflexion a partir de respuestas a preguntas que se pueden englobar en dos grupos. Por un lado,
las propiamente relacionadas con la tecnologia, como: jen qué estado se hallan las tecnologias
que se dominan?, ;qué alternativas tecnologicas describen? O ;qué tecnologias estan
desarrollando nuestros competidores? Por otro lado, el conjunto de preguntas que estan mas
relacionadas con la operatividad global de la empresa, como: ;cuales son las estrategias de
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nuestros competidores?, jen qué negocios debemos competir en el futuro? O jcuales son nuestras
fortalezas y debilidades?. En la tabla 1 se muestra la clasificacién que hizo (Morin -1985) para
sistematizar el tratamiento de la tecnologia, la cual ha sido particularmente util en este proyecto.

Tabla 1. Funciones Asociadas a la Gestion Tecnologica

FUNCION DESCRIPCION

Inventariar Conocer las tecnologias que se dominan

Vigilar Alertar sobre la evolucion de nuevas tecnologias
Vigilar la tecnologia de los competidores

Evaluar Determinar la competitividad y el potencial tecnologico
propio. Estudiar posibles estrategias.

Enriquecer Disefiar estrategias de I+D. Priorizar tecnologias clave
e incipientes. Comprar tecnologia.

Optimizar Gestionar los recursos de forma eficiente.

Proteger Politica de propiedad industrial: patentes, marcas

Fuente: Fidel Castro Diaz, Ciencia, Innovacion y Futuro 1999
RESULTADOS

Analisis de los Componentes del Proyecto

Las primeras sesiones de trabajo en conjunto permitieron al equipo del proyecto analizar la
complejidad de trabajar con tantos componentes a la vez al interior de una cadena productiva, se
decidié que la mejor manera de abordar este aspecto era identificar aspectos clave en cada
componente.

Se considerd que la estrategia integral es una estrategia de gestion de conocimiento y que los
componentes, gestion tecnologica, gestion ambiental e inteligencia competitiva constituyen los
espacios para aplicar la estrategia. Por su parte la gestion de informacion y las competencias
informaticas TIC son herramientas de soporte a la gestion de conocimiento.

La asociatividad es el componente mas dificil de analizar en este proceso, porque puede ser un eje
transversal o un componente, se ha decidido manejarlo como un eje transversal dado que es una
condicion indispensable para que se pueda tener una estrategia de gestion de conocimiento
exitosa

La gestion tecnologica tiene distintos puntos de contacto con los demas componentes (Figura 1),
a saber:

* Con la gestion ambiental guarda una relacion especial debido a que muchas de las tecnologias
empleadas en los sistemas productivos obedecen al mejoramiento en practicas sostenibles y
de cuidado al medio ambiente.

* Con la inteligencia competitiva comparte una actividad comun denominada vigilancia
tecnologica, este aspecto sera abordado en forma conjunta para evitar duplicidad en los
esfuerzos para la toma y analisis de la informacion.

* Con el componente denominado relacion con el entorno existe una actividad llamada de
optimizacion tecnoldgica en donde se describen las alianzas entre una cadena productiva y
una institucion con el objeto de desarrollar una tecnologia, relacion con el entorno es mas
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amplio que los casos de desarrollo conjunto de tecnologia, sin embargo algunos de los casos
que se analicen en este componente estaran dirigidos a mejoramiento tecnologico.
Figura 1: Relacion Entre los Componentes Abordados en el Proyecto y la Gestion Tecnologica

Gestion

Tecnoldgica

Inventario

Vigilancia Inteligencia Competitiva
Evaluacion

Enriquecimiento

Optimizacion

Proteccion

Gestion Ambiental

Relacion con el Entorno

Fuente: Deycy Sanchez

Herramientas para el Desarrollo Participativo: Diagnostico, Planificaciéon, Monitoreo, Evaluacion

La revision de herramientas participativas ayudo a seleccionar algunas que posiblemente puedan
emplearse en el dialogo con los productores rurales.

Tabla 3: Herramientas Participativas y su Uso en la Construccion de la Estrategia Tecnoldgica

Inventario Informantes clave, didlogo semiestructurado, mapa de servicio y
oportunidades/ inventario, calendarios estacionales, mapa de
recursos, analisis de problemas, analisis de beneficios/ clasificacion
preeliminar, mapeo finca.

Vigilancia Prospectiva tecnoldgica, informantes clave

Evaluacion Matriz de necesidades prioritarias de extension, arbol de problemas
/ censo de problemas, presupuesto de produccion

Enriquecimiento | Transferencia

Optimizacion Modelo sistémico, mapa de intercambios, censo de problemas de
comunicacion, alianza estratégica.

Proteccion No se ha encontrado

Fuente: Deycy Sanchez

Estrategia Preliminar para el Proceso de Intervencion

Teniendo en cuenta las dindmicas adelantadas en el departamento del Cauca, es importante no
pasar por alto cada uno de los desarrollos y considerarlos como insumos esenciales en la
integracion de una metodologia que sirva a las cadenas productivas para evolucionar a cadenas de
valor. A saber:

Para el desarrollo de esta metodologia, la cadena productiva debe contar con el apoyo de un
articulador que acompaiie el proceso y gestione las dinamicas al interior y exterior de la cadena
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Se debe organizar un equipo de apoyo integrado por los actores de la cadena y brindarles
capacitacion en el uso de herramientas informaticas y busqueda de informacion, con el fin que se
encarguen de la busqueda de informacion y desarrollo de procesos que integrar la aplicacion de la
metodologia. La conformacion de una base de informacion y conocimiento, como medio de
consignacion y documentacion de los procesos adelantados, de los aciertos y desaciertos y de las
experiencias de los productores de pequefia escala, es una de las estrategias de gestionar el
conocimiento.

Se busca la integracion de los componentes de Gestion de Conocimiento para el desarrollo de un
modelo de negocio autosostenible : principalmente con el desarrollo de esta fase se haria la
integracion estratégica de los componentes de gestion de conocimiento que agregan valor a la
cadena.

0 La base que da soporte a la estrategia integral esta fundamentada en el desarrollo de un
componente de asociatividad, para afianzar la confianza y el acercamiento entre ellos, en pro
de una cultura donde prima el trabajo participativo y permite a estos actores conocer mas de
su actividad productiva y el como la pueden ayudar a ser mas competitiva mediante la
implementacion de estrategias de gestion y el uso de herramientas tecnoldogicas.

0 Teniendo ya consolidada la base de la asociatividad e integracién del equipo humano y
conociendo las necesidades de informacion, las fortalezas y debilidades de las cadenas, se
desarrollan las debida actividades para la implementacion de las estrategias de gestion:
gestion tecnologica, inteligencia competitiva, relacion con el entorno y al mismo tiempo todo
este conjunto esta apoyado por componentes transversales como la gestion ambiental, las
TIC, la comunicacion y la gestion de la informacion y las competencias informacionales.
Cada una de estas estrategias trabajan por separado pero estan altamente relacionadas las unas
con las otras, es decir el éxito de una estrategia depende de la evolucion y de la
implementacion de la otra.

Figura 3: Modelo de GC para la estrategia Integral

Caracterizacién cadena
G,

(]

Fuente: Luz Stella Pemberthy G.
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CONCLUSIONES

e La estrategia integral de intervencion es una estrategia de gestion de conocimiento.

e FEl componente asociatividad es un componente basico para garantizar la buena
implementacion de la estrategia integral.

e La gestion tecnoldgica, inteligencia competitiva y gestion ambiental son espacios para
implementar la estrategia.

e Lacomunicacion y las TIC son herramientas de soporte para la gestion de conocimiento.
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ERRORES DE DISENO EN EMPRESAS DE
AUTOPARTES Y EL APRENDIZAJE
ORGANIZACIONAL

Ricardo Melgoza Ramos, Universidad Autonoma de Cd. Juarez

ABSTRACT

La industria automotriz es en la actualidad uno de los ejes de la economia mundial, de ahi su importancia, resulta importante analizar
lo que esta ocurriendo con el mercado internacional, y como se estan moviendo los gustos y preferencias de los consumidores, la lucha
por el mercado es feroz, uno de los elementos distintivos para marcar la diferencia, es que tan rapido puedan aprender las
organizaciones, para superar sus errores y encontrar modelos que les permitan tener un desempefio mas exitoso.

INTRODUCCION

Las organizaciones automotrices, tanto ensambladoras de vehiculos como fabricantes de auto
partes, a pesar de tener sistemas para poder controlar sus procesos de disefio de sus productos,
siguen sufriendo la aparicidon de errores, fallas y deficiencias en sus procesos que representan un
costo muy alto para estas organizaciones.

El siglo XX fue sin duda el siglo del automovil, nace, crece y se desarrolla la industria automotriz
norteamericana, asumiendo el liderazgo durante casi todo el siglo pasado. Los tres grandes como
se les conoce, se enseforearon, no solo del mercado Norteamericano, sino que también del
mercado mundial, estas empresas son GENERAL MOTROS (GM) FORD y CHRYSLER.

Sin embargo a finales del siglo, estos 3 protagonistas comenzaron a perder participacion en el
mercado, compafiias no norteamericanas comenzaron a incrementar su participacion en el
mercado mundial, principalmente compaifiias de paises orientales como Japén y Corea.

Marcas como Toyota, Honda, Nissan y Hyundai, comenzaron a vender primero y producir
después sus vehiculos en suelo Norteamericano, conquistando de manera paulatina el gusto de los
consumidores Estadounidenses.

En el afio de 1999 Toyota desplazo en el tercer lugar de produccion de vehiculos automotores a
Chrysler, en el afio 2002 hizo lo mismo con Ford y la expectativa es que para el 2010 se convierta
en el primer productor mundial de vehiculos en el orbe.

Las causas de la pérdida de las marcas de Detroit, frente a las orientales se debe principalmente a
la calidad de sus productos, su costo, la velocidad en los cambios de modelo, entre otros.

En la década de los 80’s y finales de los 90”’s, los vehiculos Ford era uno de los representantes
norteamericanos mas solidos, tenia la reputacion de ser vehiculos elaborados con mucha calidad,
aderezados con el slogan de “Calidad el primer trabajo”, sin embargo, varios eventos en los que
estuvieron involucrados algunas de sus principales plataformas, dejaron un amargo sabor de boca
a los consumidores, estimulando la busqueda de otras marcas y rompiendo con la lealtad de
algunos de ellos.

El caso mas sonado fue el de la camioneta Explorer, un vehiculo deportivo utilitario, que presento
problemas con las llantas de la marca Firestone, experimentando volcaduras a raiz del estallido de
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algunas de las llantas. Iniciando asi una serie de acusaciones mutuas entre la Ford y Firestone, dos
empresas, dos familias entrelazadas entre si, desde los comienzos de la produccion en masa de los
automoviles. Error de disefio en llantas o el eje de las camionetas, finalmente un error de disefio
que le costo a las compaiiias mucho dinero y ver como su prestigio sufria un golpe muy fuerte.

Pero si se observa desde el punto de vista de la rentabilidad la lucha por el mercado
norteamericano automotriz, los locales (GM, FORD, CHRYSLER), estan perdiendo la batalla, ya
que segin Micheline Maynard, en el afio 2002 la utilidad que presentaron las los 3 grandes
fabricantes de automdviles norteamericanos, apenas alcanzo el 1.4% (Maynard, 2003).

En contraste el mismo aflo Toyota, Honda, Nissan y BMW obtuvieron ganancias con un margen
superior al 10%. Si bien es cierto que esta baja en la rentabilidad no es atribuible en un 100% a
los errores de disefio si es este uno de los factores que generan perdida de competitividad entre
los productores de automotores japoneses y estadounidenses.

Basta con mencionar nuevamente el problema de las camionetas Explorer, en el 2004 un juez del
condado de San Diego California (EE.UU.) obligo a Ford a pagar 122 millones de dolares por
dafios compensatorios y 246 millones de ddlares por dafios punitivos, a un cliente cuya Explorer
se habia volcado después de tronar una de sus llantas (Ford Recall, 2004).

Este caso nos permite imaginarnos la cantidad tan alta que representan para la industria
automotriz, los errores de disefio, claro que no todos van a costar lo que este esta costando a Ford,
pero si nos sirve de pardmetro, para elucubrar lo que conlleva un error de disefio.

Lo mas sorprendente es la cantidad tan grande de los errores de disefio, Desde el 2004 y de
acuerdo con el sitio de Internet AUTO TALK USA, Ford acumulo 24 llamadas (recalls) a
propietarios de vehiculos para hacerles reparaciones de garantia en algunos de sus sistemas, en
ese mismo periodo GM tuvo 17 y Chrysler 14.

Por lo que se asume que las organizaciones no tienen un sistema confiable que le permita,
aprender de sus errores y ajustarse asi misma, para poder evitar que estos u otros similares se
vuelvan a presentar.

INDUSTRIA AUTOMOTRIZ

La produccion mundial de vehiculos en el 2005, ascendié a 65.3 millones de unidades, la
industria presenta caracteristicas de oligopolio (Alvarez 2002) ya que el 50 % de la produccion
mundial se encuentra concentrada en 5 ensambladoras, las cuales representan tan solo el 1% del
total de los fabricantes ; General Motors es el principal productor en el ambito mundial porque
participa con el 14% de la produccion mundial, en segundo lugar se encuentra TOYOTA con el
11%, enseguida FORD que contribuye con el 10%; le siguen Volkswagen y Chrysler conel 8y
7.4% respectivamente (Alvarez, 2002).

Y si consideramos a los siguientes cinco productores el porcentaje sube a 75 % del total de la
produccion de vehiculos automotores en el mundo con tan solo el 2 % del total de los 48
participantes en el mercado, los cuales tienen entre un 4 y un 6 % de participacion ene 1 mercado,

ellos son: Nissan, Honda, Peugeot-Citroen, Hyundai y Renault. (Ver tabla No. 1)

Tabla 1: Produccion de vehiculos por pais y region. Fuente OICA.
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PRODUCCION POR BLOGUES

ELOGUE #1
Pais Produccidn |Produccidn|Produccion |Produccidn|Produccidn |Produccidn|Produccidn
1999 2000 2001 2002 2003 2004 2005
Estodos Unidos 13024978 12792857 11,442,473 12274217 120777240 11,939,357 11.780.912
Canadd 3068813 2543830 2635471 2827695 2546024] 2710483 24088383
MExico 1,649,924 1,234,927 1,855,005 1,821,435 1.685.714 1.054.81a 1,670,403
TOTAL BLOQUE| 17,833,714] 17.698,614| 15,840,952] 14,724,047| 14,209.744] 14,264,885] 14,339,478
BELOQUE #2
Pais Produccidn |Produccidn|Produccion |Produccidn|Produccidn [Produccidn|Produccidn
1999 2000 2001 2002 2003 2004 2005
Eurcpa 19771197 20,275,343 20,101,333 12.696.042( 20004227 20829774 20801 458
Asid 1&8, 870,900 17,925,028 176893419 1992588041 21971432 24,085,520 25817167
Resto del Munda 1.583.079| 2.393.575| 2.489.888) 2.291.7¢%| 2432477 2984075 3.507.075
TOTAL BLOGQUE| 38,425 17&| 40 .5%4,943| 40,484 315| 42,116,252 44,408 834 47,900 38%( 50,125 730
PRODUCCION TOTAL
MUNDIAL A, 250,092 | 803,295,887 | Aa,328,24T7 | A0.040,299 | a0,4818.400 | a4,160,2585 | aa,485,.405

La produccion mundial de vehiculos ha aumentado de un 3 a un 4 % lo cual refleja la dinamica de
la industria, que mantiene un crecimiento afio tras afio, crecimiento vinculado al de la poblacion
mundial, asi como al crecimiento econdmico de algunos de los paises, las tinicas excepciones en
los ultimos 7 afios fue el 2001 donde en lugar de crecimiento fue decremento en un 3%, y por el
contrario en el 2004 el incremento subi6 hasta un 6%.

A nivel de regiones el bloque Norteamericano con la inclusién de Canada y estados Unidos, ha
tenido una baja en su produccion de cerca de 1 millon de unidades, lo que representa un
porcentaje de alrededor del 6 por ciento. Por otro lado en Europa la produccion del 2005
comparada con la del 2000 se mantuvo en 20 millones de vehiculos, no asi para el bloque asiatico
que tuvo un aumento en su produccion de 8 millones de vehiculos automotores, que significa un
44 % , y el resto de los paises productores de vehiculos incrementaron su produccion en mas de 1
millén de unidades, teniendo junto con Asia el crecimiento real de la produccion mundial de un
14 % del total de los vehiculos producidos en el mundo.

Resulta significativo, el hecho de que el incremento fuerte se de en Oriente y en el resto del
mundo, ya que las armadoras japonesas y coreanas, estan repuntando su produccion, caso
contrario el de Estados Unidos, cuyas armadoras han ido perdiendo presencia en los primeros
lugares y no falta mucho para que pierdan el liderazgo.

Las armadoras japonesas comandadas por Toyota, han cambiado la estrategia y ahora no solo
producen sus vehiculos en Capén y Corea, sino que estan produciendo vehiculos en territorio
Norteamericano, con obreros norteamericanos e inmersos en la cultura chauvinista, que no tuvo
otra opcion que comenzar a consumir los vehiculos “extranjeros”, que dejaron de serlo porque
ahora ellos mismos los ensamblaban, ademas de que la confiabilidad, el bajo costo de
mantenimiento, de consumo de combustible asi como su valor de reventa en el mercado.

Esto remarca el deterioro de la produccion estadounidense, ya que la produccion de las plantas de
Toyota recién abiertas en San Antonio y la de Baja California en México, estan compensando la
disminucion del volumen de las ensambladoras norteamericanas especialmente Ford y General
Motors.
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Honda, Nissan y la misma Hyundai, han seguido los pasos del maestro Toyota, y poco a poco
comienzan a obtener fidelidad de los consumidores Estadounidenses, con vehiculos “Made in
USA”, pero con Tecnologia Japonesa o Coreana.

LAS ORGANIZACIONES QUE APRENDEN

(Por qué las organizaciones deberian de aprender? Es innegable que quien no conoce su historia,
esta irremediablemente condenado a repetirla, si una organizacion no aprende de sus errores, es
proclive a volver a cometerlos.

Jeffrey Pfeffer comenta la importancia de que las organizaciones conozcan lo que han sido
cuando sefiala “El desconocimiento del pasado tiene un coste real, ya que muy probablemente
quien no comprenda la evolucion de las organizaciones y de la relacion laboral hasta el presente
tendera a cometer antiguos errores” (Hesselbein, Goldsmith, Beckhard, 1998).

Por eso es que la competencia por vender sus productos, captar la preferencia del cliente e
incrementar sus utilidades ha provocado que las organizaciones busquen mejorar la forma en que
realizan sus negocios, como publicitan sus mercancias, como administran sus recursos, como
manufacturan sus productos, de que manera proporcionan sus servicios, etc.

(Como puede un equipo de gerentes talentosos con un cociente intelectual de 120 tener un
cociente intelectual colectivo de 63? La disciplina del aprendizaje en equipo aborda esta paradoja.
Sabemos que los equipos pueden aprender en los deportes, en las artes dramaticas, en la ciencia
aun en los negocios, hay sorprendentes ejemplos donde la inteligencia del equipo supera la
inteligencia de sus integrantes, y donde los equipos desarrollan aptitudes extraordinarias para la
accion mas coordinada. Cuando los equipos aprenden de veras, no solo generan resultados
extraordinarios sino que sus integrantes crecen con mayor rapidez (Senge, 1992).

Peter Senge (1992) comenta que el pensamiento sistémico se convierte en la quinta disciplina, es
la disciplina que integra las otras disciplinas, fusionandolas en un cuerpo coherente de teoria y
practica, el pensamiento sistémico nos recuerda continuamente que el todo puede superar la suma
de las partes.

Pero el pensamiento sistémico también requiere las otras cuatro disciplinas concernientes a la
vision compartida, los modelos mentales, el aprendizaje en equipo y el dominio personal para
realizar su potencial. La construccion de una vision compartida alienta un compromiso a largo
plazo. Los modelos mentales enfatizan la apertura necesaria para desnudar Las limitaciones de
nuestra manera actual de ver el mundo. El aprendizaje en equipo desarrolla las aptitudes de
grupos de personas para buscar una figura mas amplia que trascienda las perspectivas
individuales. Y el dominio personal alienta la motivacion personal para aprender continuamente
como nuestros actos afectan al mundo. Algunos directivos reconocen que un compromiso con el
aprendizaje individual exige un replanteo radical de la filosofia empresarial (Senge, 1992).

LAS SIETE INCAPACIDADES PARA APRENDER

(Pero porque no aprenden las organizaciones? De acuerdo con algunos de los teodricos del
aprendizaje organizacional, estas son algunas de las razones.
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Primera Incapacidad: La ceguera. Esto debe entenderse como la incapacidad para percibir en
forma exacta, el ambiente de la organizacion y los resultados obtenidos contra los resultados
esperados.

Segunda: La candidez. se presenta cuando, ante situaciones complejas, se aplica la simple
heuristica o las reglas de cajon, sin un andlisis cuidadoso, enfocandose en una sola causa.

Tercera incapacidad: La homogeneidad. Es una incapacidad de aprendizaje que se presenta,
cuando los diferentes enfoques y formas para analizar los problemas de la organizacion son muy
parecidos, impidiendo resolver problemas mas complejos.

Cuarta incapacidad: el acoplamiento estrecho. Es la incapacidad de aprendizaje que se presenta
cuando los diferentes departamentos y subunidades estan controladas en forma tan estrecha que
no existen grandes diferencias entre las politicas y los procedimientos de las diversas unidades.

Quinta incapacidad: la paralisis. se refiere a la incapacidad para poder implementar
procedimientos nuevos. Se presenta cuando una organizacion se aferra a la forma probada y
demostrada de hacer las cosas. Es recomendable evitar la paralisis por analisis.

Sexta incapacidad: el aprendizaje de supersticiones. Es el nombre que se le ha dado a la
incapacidad para interpretar debidamente el significado de la experiencia.

Séptima: la difusion deficiente. Esta incapacidad de aprendizaje se presenta cuando una persona o
unidad de la organizacidon aprenden, pero jamas lo contagian a otras partes de la organizacion
(Yeung, Ulrico and Glinow, 2000).

La capacidad de la organizacidon para aprender es su capacidad para generar y generalizar ideas
con impacto, que trasciendan los diferentes limites de la organizacion, por medio de iniciativas y
procedimientos administrativos especificos. Por consiguiente, la capacidad para aprender esta
fundamentada en tres cimientos: la generacion de ideas, la generalizacion de ideas y la
identificacion de incapacidades para aprender (Yeung, Ulrico and Glinow, 2000).
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GOBIERNO CORPORATIVO DE COMPANIAS NO
LISTADAS EN MERCADOS EMERGENTES: UN
ESTUDIO SOBRE MEXICO

Oscar Javier Montiel Méndez, Universidad Autéonoma de México
ABSTRACT

El tema de Gobierno Corporativo ha tomado relevancia sin precedentes en diversos foros a nivel
mundial (Banco Mundial, OCDE). Sin embargo, la mayor parte de la literatura sobre este tema
esta dominado primordialmente por el estudio de este dentro de empresas listadas en las Bolsas
de Valores de mercados emergentes, a pesar de que en la mayoria de las economias actuales
(como por ejemplo Europa Occidental, Estados Unidos y Latinoamérica), las empresas
medianas o grandes no listadas (algunas de ellas con estructura de propiedad familiar),
conforman un sector mucho mas amplio, representativo y crucial, ya que muchas de estas
empresas son el cimiento de muchas economias nacionales. Este estudio investigara la relacion
que hay entre el Gobierno Corporativo y los elementos que conforman al mecanismo de control
interno de una empresa (Consejo de Administracion, Alta Direccién y Estructura de Propiedad)
con el desempefio econdmico de la empresa , medido este ultimo a través de indicadores tales
como Crecimiento en Dividendos, Crecimiento en Ganancias, Crecimiento en Volumen de
Ventas, Crecimiento dentro del Segmento de Mercado, Desempefio Comparado contra el
Competidor mas Grande, Desempefio en General, Resistencia a Fuerzas Competitivas y
Adopcién de Productos por el Mercado.

INTRODUCCION

"Los dos procesos, la acumulacion del hombre y la acumulacién del capital; no pueden ser
separados.....cada uno hace al otro posible y necesario, cada uno provee un modelo para el
otro”” (Foucault, M., 1977, “Discipline and Punish: the birth of prison”, London Penguin, p. 221)

Los tultimos treinta afios del mundo empresarial a nivel mundial, han sido testigos de la erosion
paulatina y gradual en las habilidades y responsabilidades de los Consejos de Administracion (o
“de Directores", termino con el cual es conocido en los Estados Unidos). Ademas de los
escandalos éticos que han plagado a organizaciones bien establecidas o nuevas en los tltimos 4
anos, (de aqui en adelante, los conceptos de empresa, organizacidon, organizacion publica,
compafiia, firma y corporacion serdn usados como sinénimos) organizaciones sobre-
diversificadas experimentaron caidas que bien pudieron ser evitadas con una apropiada
supervision por parte de los miembros del Consejo de Directores. (MacAvoy y Millstein, 2003)

Debido a esto, algunos autores empiezan a sefialar a los Consejos de Administracion activos de
bajo rendimiento, y sefialan que muy poca gente puede realmente explicar cual es el valor que los
Consejos afiaden a las organizaciones. Los Consejos deberian ser uno de los principales activos
de capital intelectual de cualquier organizacion, y sus intuiciones sobre las mejores practicas
empresariales deberian sentar las bases sobre los comportamientos a nivel ejecutivo.

Por lo tanto, el estudio del Gobierno Corporativo ha sido en los ultimos afios tema relevante en
foros académicos y, generalmente, su estudio ha sido enfocado casi en su totalidad a empresas
que se encuentran listadas en Bolsas de Valores, debido a los requisitos legales de acceso a la
informacidn que estas ultimas exigen a las primeras.
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Sin embargo, dentro de una economia nacional, estas empresas no serian una muestra
representativa, ya que en paises como Estados Unidos o México, sus economias estan
representadas y sustentadas en buena medida por empresas medianas y grandes no listadas en
Bolsa de Valores (algunas de ellas inclusive con una estructura de propiedad familiar),
alcanzando estas un porcentaje importante dentro de estas economias. Y sorpresivamente, la
literatura existente hoy en dia ha dejado casi en el olvido a estas en lo que respecta al tema de
Gobierno Corporativo.

Asi, conocer como estan estructurados sus Consejos de Administracion, que atributos tienen,
como se llevan a cabo sus procesos y que efectos tiene lo anterior en el desempefio de estas
empresas es de vital importancia. No solo es el hecho que tiene para los accionistas y para la
sociedad en general la manera en que estas organizaciones son administradas y reguladas
internamente sino que, por la importancia que tienen, economias nacionales enteras podrian estar
en juego.

De esta forma, estaremos en posicion de avanzar en el conocimiento del sistema actual de
Gobierno Corporativo en compaiiias no listadas en mercados emergentes (tema de gran actualidad
hacia el seno de organizaciones mundiales como la OCDE), y conocer si este mecanismo tan
superlativo de supervision del accionar diario y futuro de las organizaciones se esta llevando a
cabo de forma responsable.

GOBIERNO CORPORATIVO

Colley, Doyle, Logan y Stettinius (2005) definen Gobernancia y lo que, en teoria, un buen
modelo de Gobernancia en las empresas de hoy debe contener para poder tener éxito. Por lo tanto,
Gobernancia es el acto o proceso de gobernar (Colley, et al, 2005). Monks y Minow (1995)
definen al Gobierno Corporativo como la relacion existente entre varios participantes en
determinar la direccion y el desempeio de las corporaciones y en donde los participantes
primarios son (1) los accionistas, (2) la direccidon (encabezada por el CEO, Chief Executive
Officer o Director Ejecutivo en espaiiol) y (3) el Consejo de Directores.

Por otra parte, para la Organizaciéon para la Cooperacion y el Desarrollo Econémico (OCDE,
1999), el término Gobierno Corporativo hace referencia al sistema a través del cual los negocios
son dirigidos y controlados; especificando la distribucion de derechos y responsabilidades entre
los diferentes participantes en la corporacion, tal como el consejo, direccion, accionistas y otros
grupos de poder; definiendo las reglas y procedimientos para la toma de decisiones en los temas
corporativos; y proporcionando la estructura a través de la cual los objetivos de la compaiiia son
fijados, asi como los medios para lograr esos objetivos y controlar la rentabilidad.

Colley, et. al (2005) menciona que el modelo de Gobernancia de una tipica corporacion exitosa
incluye a; 1) Un Consejo de Administracion efectivo que lleva a cabo sus actividades con
integridad y competencia; 2) A un competente CEO contratado por el Consejo y a quien se le ha
dado autoridad para manejar a la corporacion; 3) La seleccion por parte del CEO del negocio (o
negocios) en los cuales la corporacion operara, con el consentimiento y opinion del Consejo; 4)
Que el CEO tenga recursos y planes para alcanzar las metas de la organizacion, ejecute de manera
efectiva los planes y que los intereses del Consejo y de la administracién estén alineados con
aquellos de los accionistas, 5) Sistemas que aseguren que las obligaciones de la Corporacion con
sus “Stakeholders” (clientes, empleados, acreedores, proveedores, distribuidores, la comunidad y
duefios) son cumplidas con integridad y en cumplimiento de las reglamentaciones y leyes
aplicables, y 6) La presentacion completa en tiempo y forma del desempefio de la empresa a los
duefos y a la comunidad de inversionistas.
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Por lo tanto, y ya que el Consejo de Administracion es el representante formal de los accionistas
de la organizacién, y que su tarea principal es supervisar el desempefio de esta y de su
administracion (Kosnik, 1987), la responsabilidad del desempefio de la organizacion recae en
ultima instancia en el Consejo.

El Gobierno Corporativo en Diferentes Paises

El término Gobierno Corporativo es percibido de manera diferente de un pais a otro, refiriéndose
a diferentes temas, personas o instituciones y con diferente intensidad y naturaleza en funcion del
pais y de las circunstancias; por lo tanto, la proteccion legal de los inversionistas sera diferente en
cada pais dependiendo del origen de las reglas (La Porta, Lopez-de-Silanes, Shleifer y Vishny,
1998).

Cuadro 1: Evolucion Internacional de los principales Informes y Codigos sobre el Gobierno

Societario (1978-1998) Fuente: Bueno Campos (1998:113)

Periodo de iniciacion: 1978-1989

Periodo constituyente: 1990-1994

Informe FCPA (USA-77)

Informe FSL (USA-78)

Informe SEC (USA-80)

Informe NYSE (USA-88)

Informe MCDONALD (CANADA-88)
Informe TREADWAY (USA-89)
Informe BOLSA HONG KONG (1989)

Informe IAIM (IRLANDA-91)

Informe ALI (USA-92)

Informe CADBURY (REINO UNIDO-92)
Informe CADBURY (REINO UNIDO-94)
Informe DEY (CANADA-94)

Informe KING (SUDAFRICA-94)

Periodo de desarrollo: 1995-1996

Periodo actual o de madurez: 1997-1998

Informe BOSH (AUSTRALIA-95)

Informe AIMA (AUSTRALIA-95)

Informe VIENOT (FRANCIA-95)

Informe LEVY-LANG (FRANCIA-95)
Informe GREENBURY (REINO UNIDO-95)
Informe CIRCULO DE EMPRESARIOS
(ESPANA-96)

Informe ERNST & YOUNG (R. UNIDO 95)
Informe KIRBY (CANADA-96)

Informe PIAC (CANADA-96)

Informe TIAA-CREF (USA-96)

Informe NACD (USA-96)

Informe MARINI (FRANCIA-96)

Informe ASE (HOLANDA-96)

Informe PETERS (HOLANDA-97)
Informe KEIDANREN (JAPON-97)
Informe INTERIM (JAPON-97)
Informe DE KIRGUIZISTAN (1997)
Informe CONFEDERACION INDUSTRIAL
(INDIA-97)

Informe DE BRASIL (1997)

Informe OCDE (1998)

Informe HAMPEL (REINO UNIDO-98)
Informe OLIVENCIA (ESPANA-98)
Informe FBC (BELGICA-98)

Informe CALPERS (USA-98)

Informe CORDON (BELGICA-98)

Estudio EGON ZEHNDER (REINO UNIDO-96)

CONSEJO DE ADMINISTRACION

El Consejo de Administracion se configura como vértice del sistema de control interno de las
empresas (Jensen, 1993), caracterizandose por ser un elemento clave en el estudio del Gobierno
Corporativo puesto que implica la supervision y validacion de importantes decisiones
corporativas (Fama, 1980; Mizruchi, 1983; Zahra y Pearce, 1989; Bainbridge, 1993), ademas de
ser el encargado de contratar y despedir al director ejecutivo o general e incluso de fijar su
remuneracién (Baysinger y Bulter, 1985; Hermalin y Weisbach, 1991). Tal y como sefialan
Baysinger y Butler (1985), Miller (1993) y Chatterjee y Harrison (2001), el Consejo de
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Administracion tiene como objetivo, entre otros, orientar los asuntos de la organizacion y velar
por los intereses de los accionistas a través del control de la alta direccion, actuando asi como
organo intermedio entre accionistas y equipos directivos a los que, en algunas situaciones
extremas, puede llegar incluso a sustituir en sus funciones (Salas, 2002). Como principal
mecanismo interno de resolucion de conflictos de agencia dentro de la empresa (Jensen, 1993),
este organo centra su labor en la supervsion del comportamiento del equipo directivo (Baysinger
y Bulter, 1985; Hermalin y Weisbach, 1991).

Figura 1. Atributos y dimensiones del Consejo de Administracion que influyen en los resultados
de la empresa. Fuente: Kakabadse, Kakabadse y Kouzmin (2001:26)

COMPOSICION CARACTERISTICAS ESTRUCTURA PROCESOS
Tamaifio del consejo  Antecedentes de los Estructura de liderazgo Intensidad y calidad
consejeros, creencias y de las relaciones
atributos entre consejeros
Representacion de Orientacion de los consejeros  Eficiencia de la estructura Interfaz
consejeros externos  (interna/externa) del consejo (liderazgo, flujo  director/presidente y
de informacion entre el consejo
consejeros)
Representacion Independencia Nivel de consenso
minoritaria
Especializacion externa Comprension y

explicacion de los
procedimientos y
acciones del consejo
Grupos de interés Procedimientos
internos
Recursos de impacto

GOBIERNO CORPORATIVO EN EMPRESAS NO LISTADAS.

Casi toda la literatura existente se ha enfocado a estudiar al Gobierno Corporativo y su desarrollo
dentro de Corporaciones o empresas listadas en Bolsas de Valores, dejando a un lado aquellas
empresas medianas y grandes no listadas (algunas de ellas con estructura de propiedad familiar).

Sin embargo, estas ultimas presentan un rico e interesante tema a estudiar, ya que merecen
especial atencidon sobretodo en paises cuyos mercados de capitales no estan desarrollados por
completo y cuyas economias dependen en buena parte del accionar de estas empresas ya que, por
ejemplo, mas del 40% de las mas grandes empresas en Europa Occidental estan controladas por
familias (Faccio y Lang, 2002).
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Figura 2. Categoria Juridica de las empresas en México, Fuente: Censos Economicos 2003,
INEGI

Categoria Juridica de las unidades economicas 2003
(porcentajes)
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En el afio 2005, la OCDE llevo a cabo en Turquia la primer reunion sobre Gobierno Corporativo
de Empresas no Listadas en Mercados Emergentes:
(http://www.oecd.org/document/37/0,2340,en_2649 34795 35951141 1 1 1 1,00.html), dando
asi un gran paso para dirigir la atencion del mundo académico a investigar los retos que este tema
presenta para estas compafiias y sus economias. Asi, la OCDE elaboro un reporte llamado
“Corporate Governance of Non Listed Companies” donde analiza la situacién de esta clase de
empresas en varias economias emergentes (tales como China, India, Macedonia, Bulgaria,
Marruecos, entre otros). Para México, el reporte presenta varios datos relevantes para las 100
mayores empresas de este tipo, su estructura de propiedad, la composicion del Consejo de
Administracion y de su alta direccion, transparencia financiera y formas de financiamiento, asi
como la tendencia de ellas a solo cumplir estrictamente con los requerimientos legales (OCDE,
2005). Sin embargo, algunas investigaciones de este reporte, incluyendo la de México, estan
conformadas por opiniones personales sin tener una investigacion empirica como sustento.

Este interés ha surgido también en otros organismos, como en el IFC (International Finance
Corporation, http://ifcinl.ifc.org/ifcext/corporategovernance.nsf/Content/CG_Tools), una division
del Banco Mundial, quien implementa una metodologia entre sus clientes (algunos de ellos
empresas familiares) a fin de mejorar sus practicas de Gobierno Corporativo.

GRUPOS EMPRESARIALES EN LATINOAMERICA. EL CASO DE MEXICO.

En muchos paises del mundo, las grandes empresas familiares juegan un papel superlativo en su
desarrollo. Y los paises de Latinoamérica no son la excepcion.

Una caracteristica de estos grupos empresariales es que casi siempre son propiedad y tienen el

control de ellos, familias (Sargent, 2005). En este sentido, La Porta, Lopez de Silanes y Shleifer
(1999) encontraron que el 100% de las empresas pertenecientes a su muestra en México, eran

The IBFR- GCBF Proceedings - Volume 2, Number 1 www.ThelBFR.com 282



controladas por familias. Y esto, por ende, aparecia también en las empresas que cotizaban en la
Bolsa Mexicana de Valores (Babatz, 1997), en donde la propiedad de estas empresas esta
altamente concentrada en familias.

En cuanto a su estructura de propiedad se refiere, estos grupos empresariales han evolucionado
poco desde sus comienzos, a pesar de los cambios que en materia econdémica han ocurrido en el
mundo actual (apertura de mercados, liberalizacién econdmica, privatizaciones, etc.). Lo anterior,
ha restringido a estos grupos empresariales de crecer, especialmente en sectores de tecnologia
intensiva y de capital intensivo. Los emprendedores latinoamericanos prefieren retener la mayoria
de acciones con derechos de voto a fin de mantener sin rivales el control del imperio familiar. Sin
este interés en mente, (emision de acciones) no deberia ser sorpresa que los mercados de capitales
en Latinoamérica estén subdesarrollados (Sargent, 2005). E irénicamente, algunas de estas
empresas son las que mas altos dividendos pagan (La Porta, Lopez-de-Silanes, Shleifer y Vishny,
2000). Ademas; Lora, Cortes y Herrera (2001) encuentran que las compaifiias en Latinoamérica
no emiten o contratan deuda y mantienen muy baja la razén deuda-capital respecto a empresas
localizadas en otras regiones del mundo.

Con todo lo anterior, no es sorpresa que los grupos empresariales latinoamericanos estén
hambrientos de financiamiento (Sargent, 2005; Babatz, 1997). Por ende, las repercusiones en el
ambito socio-econdémico deberan de ser importantes.

Tal vez la mas grande consecuencia de mejorar las practicas de Gobierno Corporativo recae en el
impacto que tiene esto en la inversion foranea. En un estudio de Gobierno Corporativo desde la
perspectiva de los inversores institucionales, Coombes y Watson (2000) encontré que en tres
cuartos de los inversores institucionales, estas practicas de Gobierno Corporativo son tan
importantes como el desempefio financiero corporativo al decidir sus inversiones. Mas del 80%
de ellos dijeron que estarian dispuestos a pagar mas por acciones de empresas con buen Gobierno
Corporativo.

En México, a iniciativa del Consejo Coordinador Empresarial a través del Comité de Mejores
Practicas Corporativas emitido el Codigo de Mejores Practicas Corporativas (CMPC) donde se
establecen recomendaciones para un mejor Gobierno Corporativo de las sociedades mexicanas. El
CMPC, que aplica solo a las organizaciones que participan en la Bolsa Mexicana de Valores, es
apenas un conjunto de recomendaciones de seguimiento voluntario.

A partir de los modelos de Hoskisson y Hitt (1990) y de Zahra y Pearce (1989), y teniendo en
cuenta que el objetivo del presente trabajo de investigacion se centra en analizar la influencia de
la estructura del Gobierno Corporativo de la empresa sobre una apreciacion en su rentabilidad,
también se estudiara el comportamiento de la Estructura de la Propiedad, el Consejo de
Administracion y la Alta Direccidon (como mecanismos de control interno de la empresa). De esta
forma, se puede estudiar la presencia de discrecionalidad directiva en la direccion del crecimiento
seguida por la empresa, sugiriéndose que las empresas con mecanismos internos de control
activos poseeran estructuras de gobierno Optimas que afectaran a su resultado empresarial.

(Sera el estado actual del Gobierno Corporativo y de los mecanismos de control interno de las
empresas medianas y grandes no listadas en México (Estructura de la Propiedad, el Consejo de

Administraciéon y la Alta Direccion) un obstaculo para su desarrollo?

POBLACION, MUESTRA Y DISENO DE LA INVESTIGACION.
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Nuestro estudio es transeccional correlacional y descriptivo, ya que mediremos la relacion entre
las variables independientes (practicas de Gobierno Corporativo, caracteristicas y atributos del
Consejo de Administracion, caracteristicas de la alta direccion y estructura de propiedad) y la
dependiente (desempefio de la empresa), por lo tanto, aplicaremos la técnica de regresion
multiple. Asi mismo, a fin de enriquecer la investigacion, usaremos un modelo multimodal, en
donde se entrevistara de manera abierta a miembros de los Consejos a fin de conocer sus
percepciones acerca del tema en México y que la Metodologia del IFC y la de Kula (2005); bases
de esta investigacion, no abarcan.

Se extendera la literatura existente en el tema al proveer conocimiento acerca del Gobierno
Corporativo en empresas medianas y grandes no listadas en México. Las investigaciones
recientes sobre Gobierno Corporativo se han enfocado en su gran mayoria a empresas listadas en
mercados de capitales desarrollados y solo existen algunas investigaciones dirigidas a estudiar
nuestro objeto de estudio en empresas no listadas en mercados emergentes. Asi mismo, no se
tiene conocimiento en este momento de algiin estudio en México para empresas no listadas.

La poblacién para esta investigacion son las mayores empresas medianas no listadas en México.
Nuestro marco muestral sera el indice Mundo Ejecutivo 1000 del afio 2006, indice que contiene
las 1000 empresas mas grandes (listadas y no listadas) de México. La muestra probabilistica seran
aquellas empresas medianas y grandes no listadas localizadas en las ciudades de Guadalajara,
Monterrey y Ciudad de México que pertenezcan a este Indice. Estas ciudades son las de mayor
importancia socio-economica en el pais. De este resultado haremos el célculo correspondiente
para conocer el tamafio de la muestra de la investigacion. Se hard un muestreo por agrupamiento.
Queda pendiente determinar el nivel de precision.

La variable dependiente en el estudio es el desempefio de la empresa. No hay consenso sobre lo
que constituye una medida apropiada del desempeio de la empresa (Johnson, J. L., Daily, C. M. y
Ellstrand, A. E., 1996, p. 430; Daily, C. M., McDougall, M. M., Covin, J. G. y Dalton, D. R.,
2002, p.389). Asi mismo, es poco probable que un solo indicador pueda de manera adecuada
capturar muchos aspectos del desempeiio de la empresa. Nuestra investigacion, al igual que la de
Kula (2005), usara multiples medidas subjetivas del desempefio de la empresa basado en el juicio
de los entrevistados. Estudios como los de Covin, J. G., Slevin, D. P. y Schulz, R. L. (1994) y
Venkatraman y Ramanujam (1986) encuentran consistencia entre las percepciones del desempefio
por parte de los gerentes y medidas objetivas de desempefio. Por lo tanto seguiremos el
procedimiento empleado por Kula:

(http://papers.ssrn.com/sol3/papers.cfm?abstract id=684313)

y (http://ifcinl.ifc.org/ifcext/corporategovernance.nsf/Content/CGTools-FamilyFounderUnlisted)
por la IFC para medir las variables independientes que nos interesan. Se llevara a cabo la
implementacion de la metodologia del IFC, la cual, esta dividida en 4 apartados: Compromiso
hacia un Buen Gobierno Corporativo, Estructura y Funcionamiento del Consejo de
Administracion, Controles Internos: Transparencia y Apertura de Informacién, y finalmente
Politicas hacia Accionistas Minoritarios.

Kula (2005) desarrollo entrevistas semi-estructuradas, auxiliandose del envid de cuestionarios y
midio el desempefio de las empresa en base a multiples indicadores subjetivos de ello. En nuestro
caso, usaremos cuestionarios auto administrados los cuales, seran enviados por correo

electronico.
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LA CALIDAD EN EL SERVICIO COMO VENTAJA
COMPETITIVA DE UNA EMPRESA AUTOMOTRIZ,
EN EL MERCADO LOCAL DE ORIZABA

Brenda Arlette Acuiia Maciel, Instituto Tecnoldgico de Orizaba
Angel Machorro Rodriguez, Instituto Tecnologico de Orizaba
Alejandro Villafanez Zamudio, Instituto Tecnologico de Matamoros
Hector TrevifioVillafranca, Instituto Tecnologico de Matamoros

RESUMEN

La calidad en el servicio hoy en dia, es un término que cada dia se escucha con mas frecuencia
en las platicas entre empresarios, es por esto que algunas personas han incursionado en el
conocimiento de este tema tal vez con el propdsito de ser competitivos buscando la diferenciacion
de su producto. Este término involucra aquellos elementos que el cliente considera importantes
para satisfacer sus expectativas y necesidades, esto varia de acuerdo al giro y naturaleza de los
negocios, con el objeto de estudiar este tema en el presente documento se hace un analisis de una
concesionaria de una compafiia de automdviles en la ciudad de Orizaba. En el negocio en
cuestion se ha detectado que existe cierta inconformidad por parte de los clientes en el aspecto
de la calidad en el servicio, esto motivd el interés para realizar un estudio para detectar areas
de oportunidad susceptibles de mejora. La investigacion se desarrolla elaborando un anélisis de
los factores definidos como importantes en la calidad en el servicio para esta concesionaria
automotriz en base a las teorias estudiadas en el proceso de elaboracidn, estos son; percepcién
del cliente, atencion al cliente, conocimiento de la informacion, honestidad, seguimiento,
satisfaccion del cliente, resolucion de problemas, tiempo de atencion, tiempo de entrega, aspecto
de las instalaciones, aspecto del personal calidad del producto, precio, y financiamiento. Con
este estudio en relacion con lo que los clientes han manifestado se llegd a la conclusién que
principalmente es importante considerar la mejora de; el tiempo de entrega, la capacitacion al
personal de servicio, la atencion, y las existencias en refacciones. Para esto se presentan algunos
planteamientos que quedan a disposicion y criterio la empresa en estudio.

Entre otros resultados de la globalizacion de los mercados, esta la exigencia de los clientes,
quienes ahora son mas conocedores y mas complejos en sus gustos, ahora saben exactamente lo
que quieren de un producto o un servicio, y por su parte los gerentes reconocen que se pueden
obtener ventajas competitivas sustanciales mediante un mejor servicio al cliente, por lo que el
servicio se ha convertido en un medio poderoso para diferenciar a una empresa de sus
competidores.

Toda empresa cuenta con determinados parametros que miden la calidad de sus productos o
servicios, cuando las actividades no se estan llevando a cabo eficientemente se salen de éstos
parametros y traen como consecuencia repercusiones en la actividad principal de la empresa que
se traduce reduccion las ventas y por lo tanto de los beneficios. Estas variaciones que salen de los
parametros requeridos en muchas de los casos constituyen desviaciones importantes en los
procesos reduciendo la competitividad de la empresa, y puede formar una mala imagen en el
cliente de la misma impactando negativamente en el largo plazo.

En las empresas automotrices varios han sido los enfoques que se han dado para ubicar el servicio
al cliente, sobresaliendo principalmente el que se le proporcionaba al automoévil en el taller
mecanico y en el mejor de los casos como la funcion de un departamento que atendia las quejas
de los clientes insatisfechos. La administracién moderna habla de servicio personal, no de
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servicio técnico. Y para poder precisar mas este enfoque y hacerlo mas manejable se habla de la
experiencia del cliente en su contacto con un producto o un servicio, de esta manera es posible;
disefiar, planear y controlar las condiciones, que segun la experiencia tenga la empresa de lo que
quiere el cliente o que posiblemente piense y sienta del producto o servicio. Es importante la
experiencia del servicio porque en funcion de ella el cliente emite un juicio de valor respaldado
por los hechos que lo van a llevar a tomar una decision favorable o desfavorable con respecto a la
empresa, grupo o persona que realiza el servicio.

EMPRESA EN ESTUDIO

La empresa en estudio es una concesionaria perteneciente a la industria automotriz, cuyo
principal giro es la compra venta de autos nuevos; la marca a la que pertenece es considerada
como una de las mejores a nivel nacional. Para enmarcar el contexto poblacional, la ciudad de
Orizaba esta integrada por 118, 593 habitantes, de los cuales un 73 por ciento son mayores de 15
afios (INEGI, 2004). Este segmento es al que va dirigido el producto de la empresa, ya que cuenta
con una amplia gama que va desde los autos compactos hasta los de stper lujo y los precios de
los autos que maneja varian desde los 77,000 pesos hasta 332,000 pesos, la variabilidad tanto en
la gama como en los precios hacen que el producto vaya dirigido tanto a los adolescentes y
jovenes como a las personas adultas de ambos sexos y de distintas posiciones econdomicas.

El problema radica en que para que la empresa en estudio sea competitiva en este mercado, es
necesario brindar un nivel atractivo de calidad en el servicio, y para que esto pueda suceder deben
estar involucrados todos los departamentos de la empresa y todo el personal; comenzando con el
departamento de ventas, ya que es a través de éste principalmente que la empresa se da a conocer
en el mercado y es la primera etapa por la que pasan los clientes, posteriormente el departamento
de servicio y refacciones porque es un punto fundamental en el ingresos de la empresa y de la
calidad en el servicio que se proporcione al cliente, de estos departamentos depende en gran
proporcidn que el cliente sea un prospecto para comprar un auto nuevo.

Todo esto va dirigido a dar respaldo a las ventas generadas por la divisién correspondiente, ya
que es el principal generador de las utilidades porque son los automdviles vendidos los que
consumen el resto de los servicios de la empresa, de esta manera se trata de ofrecer un 6ptimo
servicio al cliente para que sea fiel a la empresa y su compra se vuelva un ciclo cada vez mas
corto.

DISENO DE LA INVESTIGACION

La metodologia utilizada para realizar el diagndstico de la situacion actual de la empresa en
cuanto a la calidad en el servicio, esta conformada por un instrumento de mediciéon que es una
encuesta aplicada a una muestra de clientes.
La encuesta consta de veintitrés preguntas en total, cuatro de las cuales son preguntas abiertas y
diecinueve preguntas en las que se aplica el escalamiento tipo Likert. Debido a que la direccion
de las preguntas que se presentan es positiva, se califica favorablemente al factor medido, y entre
los sujetos estén mas de acuerdo con la pregunta, su actitud es mas favorable, por lo que las
respuestas que indican “siempre” tienen la mayor puntuacion de las alternativas, quedando de la
siguiente manera:

(4) Siempre

(3) Casi siempre

(2) Algunas veces

(1) Nunca
Las puntuaciones finales se obtienen sumando los valores obtenidos respecto a cada frase, por lo
que se le denomina escala aditiva. La puntuacion se considera alta o baja seglin el valor de la
respuesta a las preguntas. Es decir, en la escala para evaluar la calidad en el servicio de la
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empresa automotriz, la puntuacion minima posible es de 19 y la maxima es de 76, porque hay
diecinueve preguntas.

CONCLUSIONES

La calidad en el servicio es un concepto que como tal es probable que el cliente no lo visualice,
sin embargo toma en cuenta cada uno de los elementos que lo conforman. De acuerdo a los
resultados de la encuesta en cuanto a la calidad en el servicio como concepto global, la empresa
obtuvo un resultado favorable; sin embargo al evaluar los elementos que conforman a la calidad
en el servicio por separado y al solicitar al cliente que proporcione su opinién sobre los puntos
débiles que considera afectan la calidad en el servicio, se puede observar cuales son aquellos que
son susceptibles de mejorar.

El elemento que requiere de mayor atencion de acuerdo a los resultados obtenidos en las
preguntas elaboradas especificamente de cada elemento de la calidad en el servicio, es el tiempo
de entrega ya que es el que obtuvo la menor puntuacion de respuestas favorables del total de los
elementos evaluados y al mismo tiempo obtuvo también la mayor puntuacion desfavorable de las
alternativas de respuesta, en este caso también figura con una alta puntuacion desfavorable el
tiempo de entrega en la compra, por lo que es evidente que el factor del tiempo de entrega en
general, es decir tanto en el departamento de servicio como en el departamento de ventas, es un
elemento en el que la empresa se encuentra en desventaja competitiva.

De acuerdo a las observaciones hechas de manera directa por los clientes existen diversos factores
que deben ser atendidos, ya que son en los que existe alguna inconformidad, dichos factores se
enlistan a continuacion:

Factor

Mejor precio

Capacitacion y actualizacion del personal de servicio
Atencion al cliente

Optimizacién en la programacion de tiempos de entrega
Compromiso con el cliente

Entrega a domicilio

Existencias en refacciones

Flexibilidad en la solucidon de problemas

Cultura organizacional (actitud)

Publicidad

Instalaciones adecuadas

Cabe mencionar que los resultados de las observaciones hechas de manera directa por los clientes
coinciden con los resultados obtenidos con las preguntas de la encuesta asi como con lo expuesto
al inicio del presente trabajo. Al englobar los factores y hacer un analisis se observa que la
mayoria de ellos vienen a recaer en unos pocos, que son los factores considerados como
susceptibles de mejora. Es importante recalcar que los elementos obtenidos en este punto fueron
factores repetidos continuamente por la mayoria de los clientes, y en ello radica su importancia.

Dichos factores son la atencion al cliente, la optimizacion en la programacion de tiempos de
entrega, la capacitacion y actualizacion del personal de servicio y las existencias en refacciones.

El factor de la atencion engloba aspectos que abarcan desde la misma atencion que se le brinda al
cliente hasta aspectos como el no dejarlos solos en la sala de ventas, la eficiencia en los tramites
que se realizan, el supervisar que todo lo que se le entrega al cliente sea correcto y se encuentre
en buenas condiciones, el interés que demuestran los agentes de ventas para el tramite y la
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entrega, entre otros; es decir todos aquellos elementos que hagan sentir al cliente una atencion
personalizada y de calidad, y que haga al personal competitivo y eficiente.

Como se puede observar, los factores que son susceptibles de mejorar abarcan aspectos
claramente definidos de los distintos departamentos de la empresa que tienen una relacién directa
con el cliente, que son ventas, servicio y refacciones. Es decir la atencion, que es un elemento que
se relaciona con ventas, refacciones y servicio; los tiempos de entrega en el departamento de
ventas y servicio; la capacitacion de personal en el departamento de servicio; y las existencias en
el departamento de refacciones.

RECOMENDACIONES

Analizando las causas de los problemas, se concluye que es necesario llevar a cabo una revision
de los procesos en los que esta involucrada la atencidn al cliente de manera directa, como lo son
el tramite de crédito, la programacion fisica y administrativa para la entrega de una unidad nueva
o de servicio, el seguimiento al cliente antes y después de la compra o servicio, el proceso de
abastecimiento de piezas en refacciones y la evaluacidon del personal entre otros; todo esto con el
fin de realizar una reestructuracion, en donde posiblemente se tendrd que realizar la eliminacion
de formatos o actividades internas que no son necesarios o que de alguna manera hacen poco
agiles y eficientes los procesos, para ello se pueden utilizar diversas herramientas como apoyo,
como lo son el diagrama de causa y efecto, la técnica de los cinco porques, etc., de ésta manera
sera posible detectar cuales son las causas de las ineficiencias en la atencion, el tiempo de
entrega, la capacitacion del personal de servicio y las existencias en refacciones, que son los
cuatro factores detectados que requieren de una mejora.

Una vez que se haya realizado la revision de los procesos, se recomienda ordenarlos
consecutivamente y elaborar una lista de chequeo de cada uno de ellos, de manera que el personal
de cada departamento se asegure de cumplir con las actividades correspondientes a cada proceso
y cuide hacerlo con calidad. Esta es una manera de asegurar el cumplimiento de cada paso de un
proceso para que no existan consecuencias negativas a la hora de interactuar con el cliente y al
mismo tiempo ser eficientes en la realizacion de actividades, lo que a un largo plazo crea habitos
positivos en el personal, como la disciplina y la responsabilidad. Esta reestructuracion de los
procesos mejorara los factores de tiempos de entrega y atencion al cliente.

Ademas es necesario implantar en el personal una cultura de servicio por lo que se sugiere
proporcionar al personal cursos de induccion relacionados con ello y mantener una capacitacion
constante al personal de cada departamento para asi contribuir al logro de los objetivos, ya que
sin la colaboracion del personal no es posible efectuar los cambios pertinentes.

Con la cultura de servicio en la mentalidad del personal, se lograra el involucramiento de éste y
en especial de aquellos que tienen un contacto directo con el cliente, es necesario reforzar los
conceptos de la calidad en el servicio, asi como su cultura organizacional y de ésta manera
asegurar la preparacion de estrategias y acciones para un futuro de acuerdo a las nuevas
tendencias y requerimientos de los clientes. Es necesario crear una conciencia de la intervencion
del personal en la calidad en el servicio, tanto para los beneficios de la empresa en general asi
como en cada departamento.

En el aspecto de la capacitacion del personal del departamento de servicio, se recomienda realizar
un proceso de reclutamiento y seleccion, asi como una evaluacion mas estricta al contratar
personal en dicho departamento, al igual que proporcionar al personal cursos de induccioén para
que se familiaricen con todos los elementos basicos y los elementos técnicos relacionados con la
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marca; ademas de mantenerlos actualizados en cuanto a las nuevas tendencias de la industria
automotriz, y especificamente de las innovaciones de los modelos de la marca. Es importante que
no so6lo el departamento de ventas tenga y conozca la informacion de las caracteristicas generales
de los autos y sus innovaciones, sino que el personal de servicio también debe estar al tanto de

dicha informacion para realizar su trabajo con calidad y brindar un mejor servicio al cliente.

Respecto a mejorar el funcionamiento del departamento de refacciones en cuanto a las existencias
de las mismas, es aconsejable que la empresa adquiera un software especializado que permita

controlar estadisticamente los requerimientos de refacciones asi como las refacciones

€n

existencia, para de ésta manera mantener un inventario de las piezas que son mayormente
requeridas por los clientes y no hacerlo esperar demasiado en conseguirlas. También se debe

capacitar al personal o contratar personal nuevo capacitado.
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Universities, Institutions and Firms Represented

Abilene Christian University
American University of Sharjah
Anadolu University

Auburn University

Belarusian State Economic University
Bethune-Cookman College

Bradley University

Cag University

California State University-Sacramento
Centro Regional de Productividad e
Innovacion del Cauca
Chulalongkorn University
Chulalongkorn University

College of Mount Saint Vincent
Cornell University

Cyprus International University
Darlarna University

Diwan College of Management
Dumlupinar University

Eastern Connecticut State University
Eastern Mediterranean University
ESSEC Business School
Foundation University (FUIMCS)
Foundation University

Fundacion Universidad del Norte
Geller & Company

General Administration of Civil
Aviation China

Georgian Court University

Groupe ESC Rennes

Hanyang University

IBM Software Group

Indiana University of Pennsylvania
Instituto Tecnologico de Matamoros
Instituto Tecnoldgico de Orizaba
Islamic University College of Malaysia
Kansas State University

Kent State University

Lehigh University

Liverpool Hope University

Mejia Bravo Abogados S.A.
Merchant Credit of Srilanka
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New Horizon College of Engineering
Nova Southeastern University
NUST-Consulting (Healthcare)

Oxford Brookes University

Peking University

Pontificia Universidad Catdlica del Pert
Prairie View A&M University

Purdue University

Quaid-i-Azam University

Queensland Univ. of Tech- Brisbane
Rajamankala Univ. of Technology
Pranakorn Bangkok

Rider University

Sabanci University

Sam Houston State University
Seafresh Industry Public Company Ltd.
Stockholm School of Economics
Sultan Qaboos University

Taiwan Sugar Corporation

The Hong Kong Polytechnic University
The Ohio State University

The University of Colorado at Boulder
The University of Georgia

The University of Tennessee — Martin
The University of Texas-Brownsville
Texas Southmost College

The University of Texas at San Antonio
Univ. Auténoma de Baja California
Universidad Auténoma de Ciudad Juérez
Universidad de la Serena-Chile
Universidad del Cauca

Univ. Nacional Auténoma de México
Universidad Peruana Cayetano Heredia
Universidad Veracruzana

University of Bahrain

University of Botswana

University of Dhaka

University of Dortmund-Germany
University of Economics-Prague
University of Houston

University of Houston - Downtown
University of Houston-Victoria
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Countries Represented

Australia
Bangladesh
Botswana

China

Colombia

Czech Republic
England

France

Germany

India

Korea

Malaysia

México

Nigeria

Pakistan

Peru

Philippines
Republic of Belarus
Singapore

Sri Lanka
Sultanate of Oman
Sweden

Taiwan. R.O.C.
Thailand

Turkey

United Arab Emirates
United State
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